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Met New Setbacks?

Alack of demand led Brazil to cancel one of the two tenders scheduled for this month. The
Delfina wind project in Brazil is pictured. // File Photo: Enel Green Power.

Brazil's Ministry of Mines and Energy announced in August

that it had canceled one of the two tenders scheduled for

mid-September due to a lack of demand on the part of en-

ergy distributors, Renewables Now reported. What does the
cancellation say about Brazil's renewables sector outlook? What factors
are most shaping the industry’s evolution in Brazil? With a national
election scheduled for Sunday, what sorts of policy changes might be
expected that could alter the renewables sector in Brazil?

Daniela Stevens, director of the Energy, Climate Change &
Extractive Industries Program at the Inter-American Dia-
logue: “The lack of demand that resulted in the cancellation
of the A-6 auction responds to a series of factors, not all of
them alarming for renewables or the energy sector in general. The first is
uncertainty related to the privatization of Eletrobras and the market liber-
alization. Auction winners of A-6 were supposed to start supplying elec-
tricity in 2028, and with this time horizon, distributors cannot estimate
demand with any degree of certainty. In the liberalized market, Eletrobras
will cease to contractually supply electricity to distributors within five
years. Generators and marketers will be able to negotiate prices and
conditions directly with consumers and distributors through bilateral
contracts or auctions. Hence, while distributors’ captive market may
shrink, or at least, not grow, distributed generation is expected to expand,
so concessionaires may lose patrons as consumers start installing their
own generation systems. Moreover, it is still unknown what the Ministry of

Continued on page 3

Argentina’s largest oil workers’
union announced on Sept. 23 that
it had ended a strike after reach-
ing an agreement with private
companies and Neuquén province
to improve safety measures
following the deaths of three
workers.
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POWER SECTOR

Mexico’s CFE Sues
Two Former Execs
Over Gas Deal

Mexico's state-run power utility,
Comisién Federal de Electricidad,
filed a breach of contract lawsuit
against two former executives of
its U.S. unit.
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OIL & GAS

Guyana Launches
Tender for Agent
for Oil Exports

The government of Guyanese
President Irfaan Ali on Sept. 1
launched a tender to choose a
marketing agent for the country’s
share of oil exports from the Liza
field.

Page 2

Ali // File Photo: Government of
Guyana.
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OIL & GAS NEWS

Guyana Launches
Tender to Choose
Agent for Oil Exports

Guyana’s government on Sept. 21 launched

a tender to choose a marketing agent for

its share of Liza crude oil exports, Reuters
reported. The tender follows the expiration

of a contract with a unit of Saudi Aramco.
Guyana’s government receives and exports its
share of oil profits separately from those sold
by the private sector operators in the country,
a consortium of ExxonMobil, Hess and China’s
Cnooc. Companies interested in becoming the

1

In this energy
transition, fossil fuel
remains necessary.”

— Irfaan Ali

marketing agent must submit bids on Oct. 11
for a 12-month contract to begin in the last
quarter of the year, according to the report.
Guyana is fast becoming a significant oil
producer, netting about $1.25 billion this year
from the sale of its oil share and royalties, up
30 percent from a prior estimate. Speaking
last week at the General Assembly meeting

of the United Nations in New York, Guyana’s
president, Irfaan Ali, said that because elec-
tricity demand is growing globally and only 50
percent of supply is expected to be comprised
of renewables, nonrenewable energy sources
will continue to be needed, according the U.N.
press office. “In this energy transition, fossil
fuel remains necessary,” he said, pointing out
that “new entrants” like his country must be
part of a balanced approach. Even as a new
entrant, Guyana proposed the removal of subsi-
dies from fossil fuel production and advocated
the need for a strong global carbon price, he
said. However, new entrants should not be
punished by removing access to financing and
increasing costs of financing, he said, noting
that that would protect an existing monopoly,

drive up the costs of investments and deliver a
higher-priced product.

Argentine Oil
Workers’ Union Ends
Strike After Deal

Argentina's largest oil workers’ union on Sept.
23 announced that it had ended a strike after
reaching an agreement with private compa-
nies and the government of oil-producing
province Neuquén to improve safety measures
and provide more training for employees,

local news outlet Minuto Neuquén reported.
The Private Oil and Gas Union of Rio Negro,
Neuquén and La Pampa had called the strike

a day earlier in response to an explosion at

the New American Oil refinery in Neuquén that
killed three workers. The workers were killed
Sept. 22 in a fire that erupted at a storage tank
at an oil refinery in southwestern Argentina,
the Associated Press reported. The fire began
early in the morning at a storage tank of the
New American Oil refinery and spread quickly
throughout the complex, with video coverage
showing an initial explosion. The refinery is
located in Plaza Huincul, which is approximate-
ly 120 kilometers (75 miles) from the provincial
capital of Neuquén city. Plaza Huincul Mayor
Gustavo Sudrez confirmed that three deaths
resulted from the fire, while firefighters said the
cause of the fire is under investigation.

Brazil’s Equatorial
Energia Buying
Celg-D From Enel

Brazilian power company Equatorial Energia
announced Sept. 23 that it agreed to purchase
local electricity distributor Celg-D from Enel
Brasil for 1.57 billion reais ($295 million) in
cash, Valor Economico reported. As part of
the deal, Equatorial Energia has agreed to
restructure 5.71 billion reais of Celg-D’s debt.
Meanwhile, Italy’s Enel said in a regulatory
filing to the U.S. Securities and Exchange Com-
mission that it will take a loss of $990 million

NEWS BRIEFS

Cuba Starting to Restore
Power to Some Areas
Following Hurricane

Cuba's power is starting to be restored after
Hurricane lan devastated the country on
Wednesday, the Associated Press reported.
The hurricane plunged the island into a nation-
wide blackout and caused at least two deaths
amid severe flooding and large-scale evacua-
tions, the wire service reported. Cuba’s Energy
and Mines Ministry said it had restored power
to some residents by activating two large
power stations, in Felton and Nuevitas, and that
crews were working to get others repaired.

Venezuela Seeks Arrest of
23 Former Executives of
Petrochemical Company

Venezuelan QOil Minister Tareck El Aissami
said Sept. 21 that authorities have requested
international warrants for the arrest of 23
former executives of a Colombia-based petro-
chemical company that is a unit of Venezuelan
state-owned petrochemical company Pequiv-
en, Reuters reported. The unit, Monomeros
Colombo-Venezolanos, was taken over in 2019
by Venezuela's opposition, led by Juan Guaidé.
Venezuelan President Nicolds Maduro's govern-
ment said this week that it recovered control
of the subsidiary. The announcement followed
the re-establishment of diplomatic relations
between Maduro’s government and Colombia,
led by new President Gustavo Petro.

Mexico Planning to
Build Liquefied Natural
Gas Plant: President

Mexico is planning to build a liquefied natural
gas export hub in the Gulf of Mexico to cater
to European gas demands, President Andrés
Manuel Lépez Obrador said Tuesday, Reuters
reported. “We're about to promote private sec-
tor involvement, it's going to be an investment
of $4 billion-$5 billion,” Lépez Obrador said.
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on the transaction, Reuters reported. Equatorial
Energia’s shares rose by 7 percent on Brazil's
stock exchange following the announcement,
with analysts viewing the deal as positive due
to the price and because it will allow Equatorial
Energia to diversify its portfolio by entering

a new region of Brazil. In 2016, Enel paid 2.1
billion reais to acquire Celg-D, which provides
power to 3.3 million customers in the state

of Goias, in a privatization process. Goias
Governor Ronaldo Caiado celebrated the deal
and called it an important step in overcoming
the state’s power distribution issues. In recent
years, Celg-D has regularly ranked among
Brazil's worst power distributors in terms of
quality, according to regulator Aneel. Conclu-
sion of the deal is pending approval of Aneel
and Brazil's competition authority, Cade.

POWER SECTOR NEWS

Mexico’s CFE Sues
Two Former Execs
Over Gas Supply Deal

Mexico’s state-run power utility, Comisién Fed-
eral de Electricidad, or CFE, on Sept. 21 filed

a breach of contract lawsuit in a Texas state
court against two former executives, Reuters
reported. The company alleges that Guillermo
Turrent and Javier Gutiérrez, two former top
executives of its U.S. arm, CFE International,
improperly awarded a lucrative gas supply deal.
The suit alleges the two misled CFE’s board by
failing to disclose prior business dealings with
executives at energy infrastructure company
WhiteWater Midstream. The lawsuit seeks at
least $1 million in damages and claims the
executives signed a deal with WhiteWater that
puts CFE at a disadvantage, obliging it to pay
“enormous sums for unneeded and overpriced
natural gas and unnecessary pipeline costs,’
according to Reuters. WhiteWater is an Austin,
Tex.-based company that currently manages
$3 billion in natural gas transmission assets
originating in the Permian Basin. In a state-
ment, the company accused CFE of leading

an “ongoing intimidation campaign,” Reuters

FEATURED Q&A / Continued from page 1

Mines and Energy will decide regarding the
public consultation that proposed allowing
consumers in the high-voltage market to pur-
chase electricity from any buyer, generator
or marketer beginning in 2024. Second, there
were concerns about the technology-neu-
trality of A-6. Solar producers filed a public
civil action to question their undue exclusion
because the tender would have contracted
wind, hydroelectric and thermoelectric
generation projects. Finally, uncertainties
abound regarding the country’s new direction
under a strained economic scenario dom-
inated by inflation and high interest rates.
Auctions A-1 and A-2 are still scheduled for
this December, and it is safer for distributors
to estimate demand after the election.”

Camila Ramos, managing direc-
tor of CELA - Clean Energy Latin
America in Sdo Paulo: “Auctions
organized by Brazil used to
be the driver for renewable energy. Since
2009, 19.8 gigawatts of new wind projects
have been contracted in these auctions,
and another 5.4 gigawatts of new solar
photovoltaic projects have been contracted
since 2014. However, since 2016, renewable
energy contracted in the auctions has been
decreasing, even though solar and wind
present the lowest prices in these power-pur-
chase agreements. The current Brazilian
government is concerned with ‘intermittency’
of renewable energy, and natural gas has
been a focus. Furthermore, Brazilian utilities
are said to be over-contracted until 2025, ac-
cording to Brazilian Power Chamber (CCEE).
In parallel, we are experiencing the exponen-
tial growth of solar distributed generation
(one gigawatt being installed per month) and
mass migration of consumers to the free
market, which now accounts for 38 percent
of power in Brazil. This is where the growth
of renewable energy is accelerating and
most wind and solar PPAs are being signed,
between renewable energy generators and
final consumers. ESG and competitive prices
are the main drivers, even though policy

is scaling back incentives for renewable
energy: the new distributed generation

law already removes incentives for solar
distributed generation, and transmission and
distribution tariff incentives for new wind
and solar projects have been removed. If we
have a change in government this year, we
may expect greener policies, which should
be positive for the already-competitive
renewable energy sector in Brazil and would
make a positive difference in the country’s
contribution toward climate change.”

Mark Langevin, senior advisor
to Horizon Client Access and
adjunct professor at Schar
School of Policy and Govern-
ment at George Mason University: “The
pause in power auctions, including the A-5,
is sensible given the recent privatization of
Eletrobras ahead of the presidential election.
The terms of the privatization unnecessarily
mandated thermoelectric power generation
but did not specify how to allocate the high-
er costs throughout the system. This policy
challenge dovetails with this year’s enact-
ment of the distributed generation rules (PL
14.300), which include the establishment of
a net metering scheme for self-generators,
mainly for solar energy, and encourage
the expansion of the less-regulated ‘free
market' that allows generators and industrial
consumers to negotiate their own supply
contracts. Given these substantial changes
to the system, it appears prudent to halt
further auctions until the next administration
figures out how to efficiently spread the
additional transmission costs and systemic
risks among stakeholders. PL 14.300 ex-
empts distributed generation projects from
grid fees if they can be rolled out before
the January 2023 deadline. This should be
incentive enough to promote additional solar
power in the short term. In the longer term,
the declining levelized cost of solar and
wind energy against gas-fired thermoelectric
plants poses a challenge to policymakers
and regulators. They must balance Brazil's
Continued on page 6
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reported. “CFE’s meritless claims regarding
WhiteWater follow explicit threats made by CFE
officials to renegotiate the terms of legitimate,
market-based contracts,” the statement added.
Mexican President Andrés Manuel Lopez
Obrador has sought to make his country energy
independent by boosting state oil company Pe-
mex and other national enterprises. However,
production at Pemex continues to struggle and
the country must import fuel to meet demand.

POLITICAL NEWS

Several Colombian
Armed Groups Agree
to Cease-Fire: Gov’t

At least 10 Colombian armed groups have
agreed to participate in cease-fires, the
country’s government announced Wednesday,
Reuters reported. Among the groups are two
dissident factions of the former Revolutionary
Armed Forces of Colombia, or FARC—the Cen-
tral General Staff and the Second Marquetalia,
the wire service reported. The Clan del Golfo,
the Sierra Nevada de Santa Marta Self-Defense
are also among them, said Danilo Rueda, the
government’s high peace commissioner. “Each
group with its own identity, nature and motiva-
tion is expressing its disposition to be part of a
total peace,” Rueda told reporters in Bogota. “In
this exploration phase, we've asked them not to
kill, not to disappear people and not to torture.
We are moving ahead,” he added. Colombia’s
armed groups have approximately 6,000 fight-
ers, Reuters reported, citing security sources.
President Gustavo Petro, who took office in
August, has vowed to seek “total peace” with
armed groups and fully implement the country’s
2016 peace accord with the FARC. Petro, who
once was a member of the M-19 urban guerrilla
group, has offered reduced sentences to rebels
if they hand over assets obtained illegally and
provide information about drug trafficking.

He also wants to restart peace talks with the
National Liberation Army, or ELN, rebels. Talks
with the ELN will be an “early test” for Petro's
government, Douglas M. Fraser, a retired U.S.
Air Force general and former commander of
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the U.S. Southern Command, told the daily
Latin America Advisor in a Q&A published Aug.
31. “Future talks will also be difficult, largely
due to the loose organization of the ELN," said
Fraser. “In addition, even if an agreement can
be reached, as happened during implementa-
tion of the peace accord with the FARC, many
ELN members may decide not to follow the
guidelines of a future accord,” he added.

Special Prosecutor
Heading Mexico
Students Case Quits

The special prosecutor leading the Mexican
attorney general's investigation into the case
of the 43 college students who disappeared
in 2014 in Iguala, in Guerrero state, resigned
Tuesday, the Associated Press reported. The
resignation of Omar Gémez Trejo came amid

disagreements regarding procedures about
who should be arrested in the case, the wire
service reported. The resignation also raised
concerns among family members of the miss-
ing students. A government truth commission
concluded that 21 arrest orders for suspects,
including 16 members of the military, were
canceled without explanation, The Washington
Post reported. The Miguel Agustin Pro Judrez
Human Rights Center, a nongovernmental
organization, criticized what it called “rushed
accusations and canceled arrest orders” by
officials in the attorney general’s office, the AP
reported. The Inter-American Commission on
Human Rights said the unit in charge of the
investigation lacked appropriate assistance,
including police force and personnel, and
expressed concerns over inference with the
special prosecutor’s work. Growing evidence
in the case suggests collusion between drug
traffickers, the police and the military. “Justice
in Mexico has always seemed out of reach,’

COPYRIGHT © 2022, INTER-AMERICAN DIALOGUE


https://www.thedialogue.org/wp-content/uploads/2022/08/LAA220831.pdf
https://www.thedialogue.org/events/vii-leadership-for-the-americas-awards-gala/

LATIN AMERICA ENERGY ADVISOR

September 30, 2022

NEWS BRIEFS

Mexico Is Deadliest
Place for Defenders of
Environment: Report

Mexico is the world's deadliest place for
defenders of the environment and land defense
activists, nongovernmental organization Global
Witness said in a report released Wednesday,
the Associated Press reported. Last year, 54
activists were killed in Mexico, while 33 were
slain in Colombia, and 26 were murdered in
Brazil, the report said. The group recorded 200
killings of activists worldwide last year.

Guyana Could See 60%
Economic Growth This
Year Amid Oil Boom: IMF

Guyana could experience economic growth of
nearly 60 percent this year, the International
Monetary Fund said Tuesday, as it urged the
South American country to exercise caution in
its economic policies, Reuters reported. The
predicted growth figure comes as the country’s
oil production is surging, turning it into an
emerging oil power.

Colombia Tax Plan Still
Puts Investment at Risk:
Mining Group Head

Colombia’s tax reform plan still puts min-
ing-sector investments and production at risk,
even after the government proposed changes
to the package, the head of Colombia’s mining
association said Tuesday, Reuters reported.
President Gustavo Petro’s administration
agreed to modify the tax plan by continuing

to allow oil and mining companies to deduct
royalty payments from their taxes. However,

it still plans to raise their income taxes and
increase an export tax for oil and coal sold
above certain prices. Colombian Mining As-
sociation head Juan Camilo Narifio said even
with those modifications, miners would face an
undue burden.

Steven Dudley, co-director of InSight Crime,
told the daily Latin America Advisor in a Q&A
published Sept. 6. “And there was no better
metaphor for that than the Ayotzinapa case
where a mishmash of government officials and
criminals colluded to end the lives of at least
43 students,” he added.

Cubans Vote in
Favor of Same-
Sex Marriage

Cubans overwhelmingly voted in favor of a
“family law” code that will allow gay couples
to marry and adopt children, as well as legalize
surrogate pregnancies and extend rights for
grandparents in relation to their grandchildren,
officials said Monday, the Associated Press
reported. The government-backed measure
won the support of 66.9 percent of voters,
while 33.1 percent voted against it, said Alina
Balseiro Gutiérrez, president of the National
Electoral Council. Preliminary results showed a
turnout of 74 percent of eligible Cuban voters,
or 8.4 million people, Reuters reported. “Jus-
tice has been done,” Cuban President Miguel
Diaz-Canel said in a tweet shortly after the
results were announced. “Most of our people
will vote in favor of the code, but it still has
issues that our society as a whole does not un-
derstand,’ Diaz-Canel added, the AP reported.
By Cuban standards, the turnout was relatively
modest, and a higher-than-expected no vote
signaled stark opposition and resistance to the
reforms. Opposition was reportedly bolstered
by Cuba'’s widespread evangelical base and
social conservatism in the country.

IDB Board Fires
Chief Following
Ethics Probe

The Inter-American Development Bank
announced Monday that its board of gov-
ernors voted to fire its president, Mauricio

Claver-Carone, a move that came after an
investigation found that he likely engaged in
an intimate relationship with a subordinate, an
allegation that Claver-Carone has denied. In its
statement announcing his dismissal, the bank
did not refer to the investigation but said the
board “resolved” that Claver-Carone “will cease
to hold the office of president of the bank,”
effective Monday. The bank said its executive
vice president, Reina Irene Mejia Chacén, will
serve as acting president until a new leader is
chosen. An investigation that was carried out
at the request of the bank'’s board concluded

‘ The bank has failed
to meet the mark as a
rules-based institution.”

— Mauricio Claver-Carone

that Claver-Carone violated the organization’s
ethics standards by approving a 40 percent sal-
ary increase for his chief of staff, with whom
investigators said he likely had an intimate re-
lationship, the Associated Press reported. The
relationship began at least as early as 2019,
when both worked at the White House, the wire
service reported, citing a copy of the report it
had obtained. Claver-Carone has denied having
an intimate relationship with the aide and has
said that the investigation was flawed. He told
the AP on Monday that he is considering legal
action against the bank for violating his em-
ployment contract and also for defaming him.
Claver-Carone also blasted the Biden adminis-
tration, saying it failed to back due process for
him. “The bank has failed to meet the mark as
a rules-based institution,” Claver-Carone wrote
in a letter to the board of governors, saying

he was never given the opportunity to correct
mistakes in the investigators’ report and never
received formal notification of the anony-
mous complaint that led to the probe, the AP
reported. “The future of the bank is at stake.
Moving forward it will be essential to ensure
that the ad hoc and arbitrary disregard for rules
and procedures are never repeated,” he said in
the letter, the AP reported. Claver-Carone was
tapped as the bank'’s president in 2020 by then-
U.S. President Donald Trump.
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developing pre-salt natural gas supply
advantage with the broader low-carbon de-
velopment strategy. The probable winner of
the presidential election, Lula, will not allow
the market to determine the outcome of this
brewing energy sector rivalry but will try to
bend the policy challenge toward private
sector investment opportunities to expand
renewable power generation, innovate
cutting edge energy technologies, including
carbon capture and storage, and develop
gas infrastructure to fortify domestic supply
resiliency while increasing hydrocarbon
exports to foreign markets struggling with
energy security. The outlook is positive for
renewables, but the pace of the energy tran-
sition will likely be legislated in 2023."

Pavel Molchanov, energy ana-
lyst at Raymond James: “What
looks like a probable defeat of
incumbent Jair Bolsonaro by for-
mer president Luiz Indcio Lula da Silva will
be welcomed by Brazil’s environmentalists,
mainly because of the Bolsonaro adminis-
tration’s dismal record on deforestation. But
regardless of the election results on Sunday,
arguably the most urgent ecological chal-
lenge for Brazil in the coming years will be
drought. Brazil faces a stark choice: reduce

its dependence on hydroelectric power or
face chronic electricity shortages. The long-
term trend is clear: worsening water scarcity
means reduced productivity of hydroelectric
dams, which in 2021 provided 55 percent

of electricity. This is down from 78 percent
in 2021. Total electric generation was up

1.3 times over the past decade, but hydro
output was down by one-tenth. Excessive
dependence on any energy source—whether
it be fossil fuel or renewable—is never a wise
idea, as Brazil is learning the hard way. Thus,
it would make no sense to displace hydro
with one single alternative. The good news
is that Brazil has the resources to develop
various types of non-hydro renewables.
Currently, the largest category is biopower,
derived from bagasse and other agricultural
residues. Compared to biopower, wind is a
younger market, but the pace of newbuilds is
greater. Approximately 80 percent of Brazil's
wind power generation is located in the
northeast, led by the states of Bahia and Rio
Grande do Norte. Solar is even younger than
wind: record newbuilds of 5,200 MW in 2021
were 2.5 times higher than two years earlier.
Looking at utility-scale solar projects, the
state leader is Bahia; for distributed solar,
the leader is Minas Gerais.”
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