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“Our oil is for Venezuelans,” Venezuelan lawmaker Tomds Guanipa told Globovision last week
in reference to Petrocaribe and other long-term oil agreements. // File photo: @ TomasGuanipa.

=

Leaders of Venezuela's opposition coalition, which won

a supermajority of seats in the National Assembly in the

Dec. 6 election, have said they would prioritize fixing the

country's economy before making any political changes.
Opposition leader Henrique Capriles also emphasized that the coun-
try's previous policy of subsidizing the cost of oil to regional allies has
crippled Venezuela's economy. Is it likely that the government will cut
the state-subsidized Petrocaribe oil program for ally countries? How will
the new National Assembly address Venezuela's struggling oil sector
in the coming months? How can the new leadership attract foreign
investment? What will be the local and international economic effects of
a changed Venezuelan oil sector? How difficult will it be for opposition
leaders to get these changes past President Nicolas Maduro, and what
remains of the ruling party leadership in the National Assembly?

Gustavo Coronel, a founding board member of PDVSA: “Pres-
ident Maduro is already preparing to fight the new National
Assembly to the death. The two-thirds majority in the assem-
bly can certainly introduce many radical changes to clean up
the government mess and prevent further financial hemorrhaging through
severe budget control, but they cannot make executive decisions; they
can only legislate. The opposition’s priorities should also focus on the
political area, where the damage has been immense, including the possi-
ble suspending of subsidized oil to Cuba and the redefinition of the core
business of PDVSA, which has become very corrupt and inefficient under
this regime. New foreign investment will not come to Venezuela in the

Continued on page 6

Chilean electric utility Colbun said
Friday it has purchased power
generator Fenix Power Per( for
$171.4 million.
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OIL & GAS

Pemex, IEnova
Plan to Satisfy
Regulator Over
Pipeline Deal

Mexican regulators found Pemex
had not followed instructions to
sell its stake in a liquefied petro-
leum gas pipeline and the San
Fernando natural gas pipeline.
Both IEnova and Pemex said they
would restructure the deal.
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OIL & GAS

Jamaican Energy
Minister Calls for
Gas Quality Tests

The tests are an attempt to ad-
dress complaints from motorists
that sub-standard gasoline is
being sold at some gas stations,
said Energy Minister Phillip
Paulwell.

Page 2

Paulwell // File Photo: Jamaican
Government.
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OIL & GAS SECTOR NEWS

United States Arrests
Venezuelan with Ties
to PDVSA, Gov’t

More details emerged Monday about two Vene-
zuelan businessmen based in the United States
who were arrested in Houston last week on
bribery charges related to Venezuelan state oil
company PDVSA, Reuters reported. According
to court documents, prosecutors allege the
two, Roberto Rincédn, 55, and Abraham Shiera,
52, bribed PDVSA officials to win contracts
worth more than $1 billion. The men have been
charged with conspiracy to violate the Foreign

A7 WA

Carvajal // File Photo: TeleSUR.

Corrupt Practices Act. Rincdn has entered a
plea of not guilty, while Shiera has not entered
a plea, the wire service reported. The charges
also link Rincén, a business magnate who

has made a fortune selling oil services under
contract to Venezuela's socialist regime

over the past 10 years, to former Venezuelan
intelligence chief Hugo Carvajal, who last year
was unsuccessfully targeted for extradition by
U.S. authorities over drug trafficking charges.
Two other people were arrested in connection
to the case, according to the report. In October,
U.S. authorities launched a series of inves-
tigations into whether Venezuela’s political
leaders were using PDVSA to leach billions of
dollars through kickbacks and other schemes,
The Wall Street Journal reported. The probes
also sought to determine whether PDVSA

and its foreign bank accounts were used for
other illegal purposes, including black-market
currency schemes and laundering drug money,

according to the Journal. Venezuelan officials
have routinely dismissed allegations of official
corruption. Up to $3 billion of the $15 billion in
services and equipment that PDVSA con-
tracted for annually represented overcharges
that flowed back to top company executives,
government officials and businessmen as
kickbacks, people knowledgeable about the
alleged crimes told the Journal. Meanwhile, the
state oil company has been suffering under low
oil prices and faces potential dire times ahead,
Fitch Ratings said in a report last week. “PDV-
SA's ‘CCC' rating suggests a real possibility of
default,’ the New York-based ratings agency
said, adding that if a restructuring occurs, the
average recovery for PDVSA's bondholders
would be 31 percent to 50 percent of face val-
ue, a figure that now stands “likely closer to the
lower end of the range.” “Should oil prices re-
main depressed, an average recovery may lead
to additional future defaults to further reduce
obligations and allow for necessary transfers
to the government,” Fitch analysts said. The
price Venezuela receives for its mix of heavy
oil hit an 11-year low last Friday, dipping below
$30 per barrel, CNBC reported.

Schlumberger Plans
to Invest $4.9 Billion
in Ecuador: Gov’t

Oilfield services firm Schlumberger has agreed
to invest $4.9 billion over the next 20 years in
Ecuador, EFE reported last week. The Andean
nation’s vice president’s office said in a state-
ment that Schlumberger signed a specific ser-
vices contract with state oil company Petroam-
azonas EP for Block 61, which is located in the
northeastern Amazon region. Schlumberger
plans to pay out $1 billion this year and invest
$2.1 billion over the first nine years of the con-
tract, aiming to boost crude output by 20,000
barrels per day in the coming years, according
to the report. Petroamazonas EP will remain
the owner and operator of the block. In related
news, Schlumberger and Norway's Statoil

said Monday they planned execute a contract
for deepwater survey in Mexico’s Campeche
basin. A fleet of eight vessels is conducting the

NEWS BRIEFS

Colbun Buys Peruvian
Energy Company
for S171 Million

Chilean electric utility Colbun said last Friday

it has purchased power generator Fenix Power
Perd for $171.4 million, Reuters reported. Fenix
Power’s net assets, principally a 570-megawatt
thermoelectric natural gas plant as well as net
debt of $614.6 million, are valued at $786 mil-
lion. Fenix Power says it produces 10 percent
of the electricity consumed in Peru today.

Canada’s Pacific E&P
Acquires Talisman
Stake in Colombian Block

Toronto-listed Pacific Exploration & Production
Corp. said Monday it has reached an agree-
ment with Talisman to acquire the remaining 50
percent working interest that Talisman holds in
the CPE-6 Block in Colombia. The deal values
the stake at $48 million under a royalty and
cash payment scheme. The contract covers an
area of approximately 240,000 hectares in the
Llanos Basin.

Jamaican Energy Minister
Calls for Testing of
Gasoline Quality

Jamaican Energy Minister Phillip Paulwell on
Monday instructed state refining company
Petrojam, in collaboration with the Bureau

of Standards Jamaica, to undertake sample
testing of gasoline dispensed by all service
stations across Jamaica and to return the test
findings to the ministry within 24 hours, the
Jamaica Observer reported. The tests are an
attempt to address complaints from motorists
that substandard gasoline is being sold at
some gas stations. The bad gas has resulted
in engine damage particularly to newer engines
equipped with direct injection mechanisms,
according to the report. At least one major car
dealer reported incidents of engine damage
caused by the product.
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survey for the three-year project. No financial
details were disclosed.

COMINGS & GOINGS

Pemex, IEnova Plan
to Satisfy Regulator
Over Pipeline Deal

Petrobras Board Elects New Senior Executives

The board of directors of Brazilian state oil company Petrobras last Friday elected Director
Luiz Nelson Guedes de Carvalho to the post of chairman, with a term of office to run until Jan.
1. Guedes de Carvalho had been acting as interim chairman since Sept. 14, when then-chair-
man Murilo Ferreira stepped down to deal with the implications of a catastrophic accident at a
joint venture of mining giant Vale, where he serves as chief executive. The board also promot-
ed Antonio Sergio Oliveira Santana, the executive manager of human resources, to be director
of services and corporate affairs, a position that he was already occupying on an interim
basis. He has worked at Petrobras for 38 years in various managerial positions.

Mexican national oil company Pemex and IEn-
ova, a unit of San Diego-based Sempra Energy,
last Friday said they plan to address objections
from Mexico’s competition watchdog over a
deal to transfer shares in pipeline company
Gasoductos de Chihuahua. The government'’s
Federal Economic Competition Commission,
or COFECE, said last week that Pemex had

not sold its stake in a liquefied petroleum gas
pipeline, LPG Ducto TDF, and the San Fernando
natural gas pipeline, which had been required
by a previous anti-trust agency that COFECE
has replaced, Reuters reported. But both
IEnova and Pemex responded with statements

Arnold & Porter’s Di Rosa, Huebner
Nominated for ICSID Panel of Arbitrators

U.S. President Barack Obama has announced his intent to appoint attorneys Paolo Di Rosa
and David Huebner, a former U.S. ambassador to New Zealand and Samoa, as members of the
Panel of Arbitrators of the International Centre for Settlement of Investment Disputes, or ICSID,
Arnold & Porter said in a statement Monday. ICSID is an autonomous international institution
affiliated with the World Bank. Last year, Arnold & Porter’s Jean Kalicki was appointed to the

saying they would restructure the deal to meet
the requirements, allowing IEnova to acquire
Pemex’s 50 percent stake in Gasoductos de
Chihuahua as planned. The deal, worth a re-
ported $1.33 billion, is expected to close in the
first quarter of 2016. In related news, Mexico's
energy regulatory commission, or CRE, has
granted new permits for Pemex under the coun-
try’s new energy reform to operate transporta-
tion infrastructure and storage facilities, such
as pipelines, tankers and terminals. “With this
[approval], Pemex Logistics will be in a position
to provide the transport and storage services to
meet the challenges of opening up the energy
market in the country,’ the company said in a
statement.

Ecopetrol Plans to
Invest $4.8 Billion
Next Year

Colombian state oil company Ecopetrol
announced last week that its board of directors
approved a $4.8 billion investment plan for
2016. Recognizing the "challenging situation

in the international oil market,” the figure is

ICSID Panel of Arbitrators.

Cheniere Replaces Souki as CEO

The board of Houston-based Cheniere Energy, a LNG-focused company with significant busi-
ness plans for Latin America, on Dec. 14 replaced chief executive officer Charif Souki. Neal
Shear, former head of Morgan Stanley’s commodities division and a Cheniere board member
since 2014, has been named to replace him.

40 percent lower than investments planned in
2015. Ecopetrol said it has saved $760 million
this year through a series of austerity mea-
sures, and that by 2016 costs will be reduced
further through the renegotiation of contracts,
efficient management of corporate expenses
and “a culture of saving and austerity.” The
investment plan maintains daily production

of around 755,000 barrels of oil equivalent
per day, similar to 2015 averages. Of the total
investment of $4.8 billion, $2.8 billion will

be invested in projects of Ecopetrol and $2.1

billion in projects of subsidiaries and affiliates.

Ninety-six percent of investments will be made
in Colombia and 4 percent abroad through its
subsidiaries. The largest share of resources

directed to efficient production of oil and gas,
to assess recent exploration discoveries, the
entry into operation of the new refinery in
Cartagena and strengthen transport capacity.
Ecopetrol is the largest company in Colombia
and among the four top oil companies in Latin
America. Besides Colombia, where it generates
over 60 percent of the national production,
Ecopetrol has exploration and production
activities in Brazil, Peru and the Gulf of Mexico.
It owns the largest refinery in Colombia, much
of the country’s pipeline network, and has

been significantly increasing its investments

in biofuels, according to Fitch, which has rated
Ecopetrol’s foreign and local currency credit
ratings at ‘BBB’ and ‘BBB+', respectively.
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Ecuador Plans for
Further Discount on
Award to Occidental

Ecuadorean President Rafael Correa on Tues-
day said his government had obtained a dis-
count of at least 18 percent on compensation
that an arbitration tribunal required it to pay for
seizing Occidental Petroleum'’s assets in the
Andean nation a decade ago, Reuters reported.
The International Centre for Settlement of
Investment Disputes had awarded Occidental
$1.77 billion in the case, but the tribunal last
month cut the award by 40 percent, and Correa
said negotiations appear to have reduced the
amount due by a further 18 percent.

POWER SECTOR NEWS

Enel Green Power
Starts Building
Chilean Wind Farm

Italy-based Enel Green Power said Tuesday it
has started construction of a 112 MW wind
farm in Chile’s Antofagasta region that will
require investment totaling $215 million, EFE
reported. The Sierra Gorda wind farm, sched-
uled to come online in late 2016, is expected
to generate 295 GW annually, the equivalent

Chile has set a goal to
reach 20 percent of total
energy supply from clean

sources of power by 2020.

of enough energy to meet the annual electric-
ity needs of about 130,000 households. The
electricity generated will be sold under a long-
term power purchase agreement with Chile’s
Sistema Interconectado del Norte Grande.
President Michelle Bachelet has put in place
a plan to generate more than 40 percent of
Chile’s new electrical capacity from renewable
sources such as wind, solar, geothermal and

Advisor Audio

An Inter-American Dialogue panel discussion with Energy
Advisor board member Jonathan Hamilton of White & Case,
Clara Brillembourg of Foley Hoag, and Melissa Blue Sky of
the Center for International Environmental Law.

Listen to the Dec. 10 discussion.

biomass, setting a goal to reach 20 percent of
total national energy supply from clean sources
of power by 2020. Renewable energy sources
have grown steadily in Chile in recent years and
now represent 9.2 percent of the total energy
produced in the country, Kathleen Barclay,
principal of Asesorias KCB in Santiago, told the
Advisor in August. However, record-low prices
for hydrocarbons have raised questions over
whether natural gas or other currently cheap
sources of power could delay reaching those
goals. [Editor’s note: See “Is Chile Reversing
Plans to Use More Renewable Energy?” in the
Aug. 7 edition of the Energy Advisor.]

POLITICAL NEWS

Colombia’s FARC
Says it Won't Sign
Accords by March

The Revolutionary Armed Forces of Colombia,
or FARC, rebel group announced Monday that

it will not sign final peace accords with the
Colombian government by a March 23 deadline
that the two sides had set in September,
Noticias Uno reported. Government negotiators
have been “changing the rules of the game,’
said FARC negotiator Jesus Santrich. “In
honoring truth, we must be clear in saying that

on March 23 there will not be a signing of the
final agreement,” said Santrich, UPI reported.
Colombia's government and the FARC, which
have been in peace talks in Havana since No-
vember 2012, have recently announced a series
of advancements in the talks. The March dead-
line was set in September the same day that
Colombian President Juan Manuel Santos flew
to Havana to announce alongside FARC leader
Timochenko that the two sides had reached an
agreement on punishing human rights abuses
committed during the five-decade conflict. Last
week, the government and the rebels an-
nounced that they had reached agreement on
another thorny issue—reparations for victims
of the conflict.

Haiti Postpones
Presidential Runoff

Haitian election officials have postponed the
second round of the country’s presidential
election, which had been set for next Sunday,
the Voice of America reported. The Provisional
Electoral Council said that the runoff would be
rescheduled, but did specify when. Opposition
candidates have leveled several accusations
of fraud since election officials announced
that government-backed candidate Jovenel
Moise and former state construction head
Jude Célestin were the top vote getters in

the first round of voting in October. A special
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Blast Near Mexico Gas
Pipeline Injures 30

At least 30 people have been wounded in an
explosion that happened late Tuesday near

a gas pipeline in Mexico's southern state of
Tabasco, the Voice of America reported. State-
owned oil company Pemex said the blast came
from a stolen fuel tank and that the pipeline
itself did not explode. The incident happened
in a residential section of the city of Cardenas.

Peru Expecting 66% Rise
in Copper Production

Peruvian officials said Monday that copper
output should rise 66 percent in 2016 to

about 2.5 million metric tons thanks to the
scheduled launch of operations at MMG's Las
Bambas project starting in February, Reuters
reported. The Las Bambas project is expected
to contribute more than 10 percent of total
national copper output next year, Energy

and Mines Minister Rosa Maria Ortiz said.
However, continued strong local opposition

to Southern Copper’s Tia Maria project, in the
southern region of Arequipa, will likely keep the
government from issuing a construction permit
through at least late July, Ortiz added.

Brazilian Legislator
Recommends Approval of
Disputed Rousseff Budget

In a move that could undermine opposition
efforts to impeach President Dilma Rousseff,
a key member of Brazil's congressional budget
committee on Tuesday recommended the
approval of the controversial 2014 budget ac-
counts that are at the core of the impeachment
case, Reuters reported. Should the committee
agree with Senator Acir Gurgacz and approve
the accounts, the impeachment process

could lose its grounds for seeking Rousseff's
removal. Rousseff’s governing coalition has a
majority of the seats on the committee, which
is expected to follow Gurgacz's lead.

commission established last week by outgoing
President Michel Martelly is to investigate the
electoral process, BBC News reported.

Panama’s High Court
Orders Martinelli’s
Detention

Panama’s Supreme Court on Monday ordered
the detention of former President Ricardo Mar-
tinelli, La Prensa reported. Martinelli, the con-
servative business magnate who ruled Panama
from 2009 to 2014, left the country in January
and his current whereabouts are unknown,
although he has been seen in Miami. He faces
charges over the improper use of public funds
to spy on citizens. Martinelli has denied the
allegations, saying they are part of a vendetta
led by current President Juan Carlos Varela,
his former vice president with whom he had a
falling out. On Monday, Martinelli tweeted that
the case was a “political trial” and complained
due process has not been followed, BBC

News reported. Martinelli’s attorneys claimed
Monday that the court has set a precedent that
the state can order the detention of a person
without ever having been charged. Meanwhile,
Martinelli's opponents hailed the detention
ruling. “We are extremely pleased,” said Carlos
Herrera Moran, an attorney for the plaintiffs.
"Let this be a message for those who have
power,” he added.

Brazilian President
Replaces Finance
Minister

Brazilian President Dilma Rousseff last Friday
replaced her finance minister, Joaquim Levy,
and named Planning Minister Nelson Barbosa
to the post. Levy’s ouster came just more

than a year after he was appointed as finance
minister. During that year, Latin America’s
largest economy has deteriorated markedly as
GDP has shrunk for three consecutive quarters,

two of the three major ratings agencies have
downgraded the country’s debt to junk status,
annual inflation has risen past 10 percent, a
massive corruption scandal has widened at
state-run oil company Petrobras and Rousseff
is facing an impeachment attempt. Levy’s time
as finance minister was rocky and included
frequent clashes with the president and repeat-
ed economic proposals that failed to make

it through Congress, the Associated Press
reported. In her announcement about Levy's
departure, Rousseff expressed her thanks for
his service and wished him future success

but did not elaborate. In a separate statement
issued before the president’s, Levy expressed
concerns about the state of Latin America’s
largest economy. Levy, who was educated at
the University of Chicago and spent time as a
top executive at Brazilian bank Bradesco, faced
suspicion by the more leftist members of the
ruling Workers’ Party, some of whom openly
opposed his appointment last year. Barbosa,
who now replaces Levy, is viewed as a close
Rousseff ally and worked under former Brazil-
ian Finance Minister Guido Mantega. Rousseff
named Barbosa the country’s planning minister
earlier this year. Last Friday, Barbosa told
reporters that his top priority is bringing fiscal
balance to Brazil. “I have complete confidence
that Brazil has all it takes to overcome the
current difficulties,” he said.

Argentina to Enter
Talks With ‘Holdouts’

Argentina will enter talks with the holders of
defaulted bonds who are seeking $10 billion
from the government, a court-appointed
mediator said Monday, the Associated Press
reported. The talks will start in the second
week of January in New York, said the media-
tor, Daniel Pollack. The announcement, which
came less than two weeks after Argentina’s
new president, Mauricio Macri, took office, is
a shift from the policies of Former President
Cristina Fernandez de Kirchner. Pollack made
the announcement after meeting with top
Argentine government officials. Also on Mon-
day, Macri urged Venezuela to free “political
prisoners,” including Leopoldo Lépez, Agence
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short term. It might take several months just
to elucidate who is politically in charge. The
new assembly should try to minimize and,
eventually, end the Petrocaribe program.
Although attitudinal changes will be evident
immediately, it will take at least a year to see
any significant policy changes in the oil sec-
tor, due to the deep deterioration of PDVSA's
management and its lack of transparency. It
is going to be very difficult for the opposi-
tion to accomplish quick gains, because of
the complex distribution of power within

the political and military sectors. However,
Maduro’s proven political clumsiness and his
lack of popular support could accelerate his
ouster, making democratic changes simpler
to make. The coming six months will be
decisive along these lines.”

Lisa Viscidi, director, and
Rebecca 0’'Connor, assistant, of
the Energy, Climate Change and
Extractive Industries Program at
the Inter-American Dialogue: “The National
Assembly elections in Venezuela will not
have major short-term implications for the
oil sector. The opposition'’s first priority will
be to address economic concerns, such as
rampant inflation and shortages of basic
goods, rather than energy policy. New legis-
lators will also be cautious about implement-
ing unpopular policies that will likely result
in political backlash, such as eliminating
gasoline subsidies. Moreover, many of the
policies that affect the oil sector—such as
the terms of Petrocaribe, state oil company
PDVSA's management of oil projects and the
ability of its minority partners to access their
share of profits from oil sales—fall within
the power of the executive branch, meaning
the National Assembly has little ability to
control them. Nevertheless, the election
outcome could bring some positive changes
for the oil sector. International oil compa-
nies will benefit from the macroeconomic
adjustments that opposition lawmakers have
vowed to undertake, such as the easing of
currency controls and adjusting the fixed

exchange rate. In addition, opposition
lawmakers will likely demand more accurate
public information by requesting monthly oil
and gas production and export figures from
PDVSA, data on the cost of gasoline subsi-
dies and information on how funds received
from China are being allocated. This will
improve transparency in the sector and may
boost public support for longer-term policy
changes.”

Michael Lynch, president of
Strategic Energy & Economic
Research in Winchester, Mass.:
“Despite having enormous
reserves of oil, Venezuela's ability to raise
prices is limited, since that requires reducing
production, and financial reserves are
required to do that. Instead, it must rely on
others to make the necessary reductions.
However, the Saudis and their allies are
alarmed by the fact that shale oil production
in the United States is enormously profitable
at $100 a barrel. Given the economics of
shale oil production, an agreement with
non-OPEC and smaller OPEC producers to
cut production would probably be unwork-
able, as it would quickly mean higher drilling
and production in the United States. And as
time passes, and more shales are analyzed,
the ability to raise prices will become even
more circumscribed. In 1998, the oil market
was only temporarily in surplus, and an
agreement for a short-term production cut
restored prices. Now, the issue has less
to do with the current market balance, and
more to do with the fact that in the next few
years we will likely see a huge and growing
surge of production from outside OPEC,
including, but not limited to, shale oil. Unlike
other commercial disputes, the question of
what to do about a large supply of moderate-
ly priced oil in the form of shale cannot be
overcome by political agreements. Coopera-
tion to maximize efficiency in their resource
sectors would benefit South American
energy producers, but not raise prices.”
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