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Affect Colombia?

: 3 Suilmall :
The government of President Gustavo Petro is cutting gasoline subsidies, and thousands of

protesters took to the streets last month across Colombia’s main cities against recent hikes in
gasoline prices. Bogotd is pictured. // File Photo: Colombian Government.

Thousands of protesters took to the streets on Aug. 29
across Colombia’s main cities against recent hikes in
gasoline prices. The government of President Gustavo Petro
is cutting gasoline subsidies, which cost some $11 billion
a year, to relieve national oil company Ecopetrol’s debt and fund social
programs. Also in August, the country’s finance ministry authorized
Ecopetrol to arrange a $1 billion credit line with international lenders.
Why did the government cut gasoline subsidies, and who will be most
affected? What are the most important parts of Ecopetrol’s investment
plan, and how significant are its planned investments in clean energy?

Leopoldo Olavarria, partner at law firm CMS Rodriguez-Azu-
ero: “The gradual reduction of gasoline subsidies that Petro’s
government recently implemented seeks to gradually reduce
the differential between local prices of regulated gasoline
and international market prices. It also seeks to reduce the Fuel Price
Stabilization Fund’s accumulated deficit and resulting debt, equal to 2.5
percent of Colombia’s GDP in 2022. According to the ministries of finance
and mines and energy, this will generate several positive fiscal effects and
reduce the country’s trade deficit. Ecopetrol will also be favored, since it
initially assumes the loss between international prices and the local, reg-
ulated price, and the government has significant delays in paying back the
subsidy Ecopetrol assumes. However, consumers of regulated gasoline
(including low-income households that rely on motorcycles for transpor-
tation) will absorb these cost increases. Of Ecopetrol’s 2023 investment

plan, about 23 percent (a significant portion) is earmarked for self-gener-
Continued on page 3

Mexico’s government expects the
economy to grow between 2.5
percent and 3.5 percent next year,
and it plans to invest 145 billion
pesos ($8.2 billion) in state oil
company Pemex.

Page 2

OIL & GAS

Shell Eyes Oil
Output Rise in
Argentina’s

Vaca Muerta

Shell is planning to increase its
oil production in Argentina by
5,000 barrels per day, said a top

executive.
Page 2

RENEWABLES

Brazil’s Petrobras
Unveils Offshore
Wind Projects

Brazilian state oil company Petro-
bras, led by CEO Jean Paul Prates,
unveiled new offshore wind farm
projects that it hopes will make
the country a leading developer of
the renewable energy.

Page 3

Prates // File Photo: Brazilian
Government.
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OIL & GAS NEWS

Mexico Expects
Higher Growth, More
Funding for Pemex

Mexico's government expects the economy to
grow between 2.5 percent and 3.5 percent next
year, according to a draft budget published
Friday, Reuters reported. The finance ministry’s
2024 draft budget forecasts inflation cooling
to 3.8 percent by the end of next year, down
from a 4.5 percent rate of rising consumer
prices this year. The plan also includes 145
billion Mexican pesos ($8.2 billion) of financial
support to assist the ailing state oil company
Pemex, the Financial Times reported. Pemex’s
debt is in junk territory, and, earlier this year,
Fitch cut its credit rating, while Moody's put

in on a negative outlook. The measure would
allow Mexico to fund the company's bond
payments through cheaper sovereign bonds.
The 2024 budget will now be debated in
Congress, where President Andrés Manuel
Lépez Obrador’s ruling coalition dominates
both chambers. “This is the first time there is
explicit support carved out for the company in
the budget, which should help resolve market
and credit rating agency concerns of the gov-
ernment being more reactive than proactive,’
Aaron Gifford, emerging markets sovereign an-
alyst at T Rowe Price, a Pemex bondholder, told
the Financial Times. But “there are still a lot of
issues that need to be resolved,” he added.

Shell Eyes Oil Output
Rise in Argentina’s
Vaca Muerta

Shell is planning to boost its oil production by
5,000 barrels per day (bpd) in Argentina’s Vaca
Muerta shale formation, to 50,000 by the end
of year, despite restrictions on investment, CEO
for Argentina Ricardo Rodriguez said Tuesday,
Reuters reported. Shell is the second largest
crude oil producer in Vaca Muerta, after Argen-
tine state-owned oil company YPF. “To invest

more, we have to have those conditions ... that
make sense to invest more,” Rodriguez said.
Last month, Argentina froze domestic crude
oil prices at $56 per barrel until the end of
October in an effort to curb runaway inflation,
the wire service reported. The South American
country maintains strict exchange controls as
it seeks to address its low foreign currency
reserves. The Vaca Muerta formation holds
the world’s second largest shale gas reserves
and the fourth-largest shale oil reserves, and

it is crucial to Argentina’s ambitions to export
energy. On July 9, the country inaugurated the
first stage of a pipeline that will carry natural
gas from the Vaca Muerta formation to Santa
Fe province in a bid to alleviate the country’s
energy deficit. The completion of the first stage
of the pipeline will contribute an additional

11 million cubic meters of gas per day. “This
project is very important for Argentina to mo-
bilize the Vaca Muerta’s natural gas resources,
replace imports of LNG and diesel oil and re-
duce the country’s energy commercial balance
deficit,” Gerardo Rabinovich, the vice president
of the Instituto Argentino de la Energia ‘General
Mosconi’ told the Energy Advisor in a Q&A
published July 28.

Chevron, Repsol End
Offshore Exploration
in Mexico: Regulator

Energy companies Chevron and Repsol ceased
offshore oil and gas exploration operations in
Mexico, the regulator for the sector said on
Thursday, Reuters reported. They are the latest
companies among more than a dozen others,
including BP, Shell and TotalEnergies that have
begun the process of returning blocks to the
Mexican state after disappointing results, the
wire service reported. Both Chevron and Respol
had won blocks in the Gulf in Mexico in a ten-
der process held by the government of former
President Enrique Pefia Nieto, who was looking
to attract private investment into the energy
sector as part of an energy reform. Only a few
companies have made significant discoveries
in the blocks so far, including Italian energy
company Eni. Chevron said it will keep an of-

NEWS BRIEFS

Guyana’s Economy
Expected to Soar 38% This
Year Amid Oil Boom: IMF

Guyana’s economy is forecast to expand by 38
percent this year amid “unparalleled” growth of
its oil industry, the International Monetary Fund
said Monday, Reuters reported. The country's
economy soared 62 percent last year, the
highest growth level in the world. The South
American country has found huge amounts of
oil and gas off its shore and now has reserves
of approximately 11 billion barrels, BBC News
reported.

Colombia May Make State
Oil Company a Mandatory
Partner in Wind Projects

Colombia's government is considering revising
rules to make state-owned oil company Eco-
petrol a mandatory partner in every offshore
wind project, people familiar with the matter
said, Reuters reported Monday. The Ministry of
Mines and Energy will invite input from busi-
nesses interested in the country’s first offshore
wind auction. President Gustavo Petro is look-
ing to wean the country from its dependence
on fossil fuels and move toward renewable
energy, while ensuring energy self-sufficiency.

U.S., Peru Reach
$20 Million Debt-for-
Nature Swap Deal

The United States and Peru have reached a
deal to help protect and restore part of the Lat-
in American country’s rain forest in exchange
for a $20 million reduction in its debt, Reuters
reported Monday. The debt-for-nature swap
will go toward conservation efforts, improving
natural resource management and promoting
sustainable livelihoods for communities in the
Amazon, the U.S. Treasury said in a statement.
The agreement is the third of its kind between
the two countries and took two years to
finalize.
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fice in Mexico and continue to monitor industry
developments in the country, and Repsol said it
would keep one deepwater block.

RENEWABLES NEWS

Tesla, Suppliers to
Invest $15 Billion in
Nuevo Leon: Governor

Electric vehicle maker Tesla and its suppliers
are to invest some $15 billion in Mexico's
Nuevo Leon state, its governor said Monday,
Reuters reported. Earlier this year, Tesla Chief
Executive Officer Elon Musk said the company
would open a large factory in Nuevo Ledn, the
country’s industrial cluster hub close to the
Texas border. At the time, Mexican officials
had estimated an investment of $5 billion.
Mexican President Andrés Manuel Lopez
Obrador had hailed the company’s decision to
build a “gigafactory” in the country as evidence
that Mexico is, “if not the first, among the
three countries with more opportunities for
foreign investment,” Bloomberg News reported.
“Just Tesla and its suppliers will generate an
investment of $15 billion in two years,” Nuevo
Ledn Governor Samuel Garcia said at an event,
adding that more state funding will have to

go toward building infrastructure and public
works including highways, Reuters reported.
Other major automakers, such as BMW and
General Motors, had previously said that they
were expanding electric vehicle production in
Mexico, which boasts an established automak-
ing sector. Tesla has not said when production
would begin in Mexico, nor when the start date
for the construction of the plant would start.

Brazil’s Petrobras
Unveils Offshore
Wind Farm Projects

Brazilian state-owned oil company Petrobras
on Wednesday revealed projects to develop
offshore wind farms in an effort to become a

FEATURED Q&A / Continued from page 1

ated renewable electricity, energy efficiency,
low carbon hydrogen production, reduction
of carbon dioxide emissions, construction of
energy transmission and road infrastructure,
and research and development to advance
carbon capture and storage. About 14
percent is put toward enhancing Colombia’s
gas self-sufficiency. Some 63 percent is to
promote Ecopetrol’s financial sustainability,
in turn improving Colombia’s energy security
and trade balance. The reduction in gasoline
subsidies is positive because it favors Co-
lombia’s energy transition, decreases carbon
emissions and improves its long-term finan-
cial sustainability. If Ecopetrol is released
from its gasoline subsidies burden, it should
be able to increase renewable energy gener-
ation and transmission investments, as well
as social investments, which are needed for
Colombia’s regional development and the
general well-being of communities.”

John Padilla, managing director
at IPD Latin America: “Absent
economic growth and investor
confidence, steady elimination
of gasoline subsidies over Petro’'s 13 months
in office has been a logical step beyond
passage of last year's tax reform. Rising fuel
prices have been a principal catalyst behind
inflation reaching 10.18 percent in 2022 and
11.8 percent in July 2023 year-on-year—the
highest levels since 1999. Conversely, eco-
nomic growth, averaging 3.81 percent for the
two decades between 2000 and 2019 before

leading wind power developer, Reuters report-
ed. Chief Executive Officer Jean Paul Prates
said at an event in Sdo Paulo that the company
submitted a license request to Brazilian envi-
ronmental protection agency Ibama to build
10 offshore wind projects with a combined
capacity of 23 gigawatts. Petrobras is also
looking into generation solutions for offshore
wind power, including floating wind plants off
the coast of Rio de Janeiro, Prates added. The
move follows the announcement of a partner-
ship with motor maker WEG SA on Wednesday

the Covid-19 pandemic, set off alarm bells

in this year's second quarter, registering

an anaemic 0.3 percent. The OECD's latest
forecasts place 2023 and 2024 growth at 1.5
percent and 1.8 percent, respectively. Co-

1

Rising fuel prices
have been a principal
catalyst behind infla-
tion reaching 10.18
percent in 2022 and
11.8 percent in July
2023 year-on-year..."
— John Padilla

lombia has only experienced sub-2 percent
economic growth for three distinct years
since 2000, excluding 2020’s pandemic, and
never for two consecutive years. Unem-
ployment, still hovering near 10 percent,

is not helping. Nor are the 2.5 million (and
growing) Venezuelan immigrants vying for
jobs. Colombian banks’ liquidity is faltering,
having been affected by lower-than-expected
government spending they depend on. And
despite calls for a shift away from hydrocar-
bons and commaodities, the Petro admin-
istration has failed to introduce any new
legislation or measures to spur greater clean
energy investments. Likewise, Ecopetrol
CEO Ricardo Roa has not launched any new
clean energy initiatives since assuming his

Continued on page 6

to build the most powerful wind turbine in

the country. Petrobras will invest 130 million
reais ($26.8 million) over the next two years in
an onshore wind turbine with a capacity of 7
megawatts. The wind turbine is already under
construction by WEG, the motor maker said in
a securities filing, the wire service reported.
Petrobras’ investment is an effort to revive
the wind power industry, following a slump

in domestic turbine production amid General
Electric’s and Siemens Energy’s suspension of
operations in the country, Reuters reported.
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POLITICAL NEWS

Colombia’s Petro
Proposes Alliance
Against War on Drugs

Colombian President Gustavo Petro on Sept. 9
proposed an alliance between Latin American
countries against drug trafficking focused

on drug consumption as a public health

issue instead of confronting it with a “failed”
militarized approach, Reuters reported. At the
close of the Latin American and Caribbean
Conference on Drugs, which took place in Cali,
Petro said that 50 years of a failed war on
drugs caused immense pain and bloodshed.
“What | propose is to have a different and uni-
fied voice that defends our society, our future
and our history and stops repeating a failed
discourse,” he said. “It is time to rebuild hope
and not repeat the bloody and ferocious wars,
the ill-named ‘war on drugs, viewing drugs as
a military problem and not as a health problem
for society,’” Petro added. Colombia, like other
countries in Latin America, faces persistent
violence as a result of drug trafficking and the
presence of cartels.

Guatemala’s Arévalo
Condemns New Raid
on Election Facilities

President-elect Bernardo Arévalo on Tuesday
condemned a new raid by Guatemala's attor-
ney general’s office, in which agents raided
facilities of the country’s election tribunal,
opening dozens of boxes containing votes and
photographing their contents, the Associated
Press reported. Arévalo, who defeated former
First Lady Sandra Torres in a June landslide
and is to be sworn in as Guatemala’s president
in January, said he was temporarily suspend-
ing his participation in the transition process,
Reuters reported. In a news conference on
Tuesday, Arévalo called for the resignations of
three people behind the legal efforts that have
targeted his Semilla party: Attorney General

Guyana Receives Eight Bids for
Offshore Oil, Gas Blocks in Auction

By Gene Kuleta

WASHINGTON—Guyana has received bids
for eight of the 14 offshore oil and gas
blocks offered in its auction this week, Presi-
dent Irfaan Ali said Wednesday.

“It's not a disappointment at all," Ali said
during an appearance at the Inter-American
Dialogue. “Many coun-
tries went to the same
market and got no
response for their auc-
tions. We went to this
market with 14 blocks, ALOG
and we got a response
for eight blocks. We
are very happy. That is
significant. That cannot
be minimized in any
way, shape or form.”

Ali said attracting bids for eight blocks

in Tuesday’s auction was “a tremendous
accomplishment given the circumstanc-

es of the market and the realities we are
operating in.” Guyana's government has
worked to ensure an “open, transparent,
public process” in its oil block auctions, Ali
added. “That is what we are proud of—that
we have been able, as a newcomer in this
business, to demonstrate great transparency
and openness in putting out the blocks for a
public auction,” he said.

Among the participants in the latest round
was ExxonMobil, which submitted a bid in
conjunction with U.S.-based Hess Corp.
and China National Offshore Qil Corp., with
which it is partnering in Guyana, the Associ-
ated Press reported. France's TotalEnergies
partnered on a bid with companies based in
Qatar and Malaysia, and other companies

headquartered in Guyana, the United States,
Ghana, Saudi Arabia and the United Kingdom
also submitted bids.

Ali said Wednesday that his government is
also working on a plan for natural gas. “Not
only are we going to be a major oil producer.
Very soon, we'll have a
national gas strategy,
and that itself will bring
tremendous benefit to
the country,” he said.

Guyana's economy is
set to grow 38 percent
this year as its oil
sector sees “unparal-
leled” expansion, the
International Monetary
Fund said Monday. Last
year, the South American country’s economy
grew 62 percent, the world’s highest growth
rate.

I
Ali // Photo: Latin America Advisor.

Ali said Wednesday that his government

is making significant investments in areas
such as health, education, technology and
food security. The country is already seeing
achievements, including in reducing child
mortality and maternal mortality, said Ali.

Ali added that Guyana aims to build up
sectors of the economy other than oil and
seeks to become a center for ecotourism
and sports tourism. “The future for us really
is one that will have a very diversified out-
look,” Ali said. “We see oil as that important
opportunity to give us the revenue that is
necessary to build out all the other sectors
of the economy so that they can become
highly competitive.”
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NEWS BRIEFS

Haiti, Dominican Republic
Officials Meet Amid
Dispute Over Use of River

Haiti's government announced that it met
Wednesday with officials in the Dominican Re-
public to discuss a solution to a conflict over
the use of the Massacre River which runs along
the countries’ shared border, Haiti's Ministry
of Foreign Affairs said in a statement, the As-
sociated Press reported. Dominican President
Luis Abinader said Monday that his country
will close its border in Dajabén province if the
issue regarding the construction of a canal in
Haiti is not resolved.

Brazil’s Supreme
Court Starts Trials
of Jan. 8 Rioters

Brazil's Supreme Court on Wednesday started
its first trials of rioters who stormed the coun-
try's Congress, presidential palace and the high
court in January, the Financial Times reported.
The government of President Luiz Inécio Lula
da Silva described the insurrection in Brasilia
on Jan. 8 by supporters of former President
Jair Bolsonaro as an attempted “coup,” and
the court has signaled it will take a hard line
against those involved.

Wife of Mexican Drug
Lord ‘El Chapo’ Released
From Prison in U.S.

Emma Coronel, the wife of Mexican drug lord
Joaquin “El Chapo” Guzman was released on
Wednesday from prison in the United States af-
ter serving more than two years behind bars on
drug trafficking charges, the Associated Press
reported, citing the Federal Bureau of Prisons.
Coronel pleaded guilty in 2021 to three federal
charges of helping the Sinaloa drug cartel.
Guzman, the leader of the cartel, is serving a
life sentence in a maximum security prison in
the United States.

Consuelo Porras, special prosecutor Rafael
Curruchiche and Judge Fredy Orellana, Agence
France-Presse reported. “The coup plotters
must resign,” said Arévalo. “They have deviated
from their constitutional function of investi-
gating and prosecuting, fully toward a clear
coup d'etat in progress,” he added. The U.S.
government has previously accused all three
of involvement in corruption. On Tuesday, Brian
A. Nichols, the U.S. assistant secretary for
Western Hemisphere affairs, condemned the
attorney general's raid on the election tribunal.
“This unprecedented action undermines the
democratic transition and the will of the Guate-
malan people,” Nichols wrote in a posting on X,
formerly known as Twitter. The Organization of
American States’ electoral observation mission
to Guatemala also expressed concern on
Tuesday. “The opening of the electoral packers
by people and institutions other than those
identified by law represents a frontal attack

on the integrity of the vote and an affront to
the popular will,” the OAS mission said in a
statement.

Colombia’s Coca
Cultivation Reaches
All-Time High: U.N.

Colombia’s level of coca cultivation grew 13
percent last year to an all-time high, accord-
ing to a report by the United Nations Office

on Drugs and Crime, the Associated Press
reported Monday. Coca, which is used to
produce cocaine, was planted on 230,000
hectares (nearly 570,000 acres) of farmland in
the South American country. Potential cocaine
output in Colombia also rose 24 percent last
year to 1,738 metric tons, a level not seen

in more than 20 years, according to the U.N.
office, Reuters reported. “It is worrying that
each year there is an increase in coca crops in
the country,” Candice Welsch, the regional di-
rector of the U.N. office, said in presenting the
report, Reuters reported. The increase in coca
cultivation was the result of a rise in crops in
Putumayo province, along Colombia’s border
with Ecuador, said Welsch. Production in other
parts of Colombia was relatively stable, she
added. Colombia's government said Monday

that the amount of land under coca cultivation
is increasing at a slower pace than in past
years, the AP reported. “We are flattening the
curve,” Colombian Justice Minister Néstor
Osuna said at a news conference, referring to
the 13 percent rise in coca crops last year. He
said that cultivation rose more than 40 percent
between 2020 and 2021.

Venezuela, China
Sign Economic
Cooperation Deals

Venezuelan President Nicolas Maduro and

his Chinese counterpart, Xi Jinping, have
signed a series of agreements to cooperate
more closely in areas including trade, tour-
ism, science, technology, civil aviation and
aerospace, Reuters reported Wednesday, citing
state broadcaster China Central Television. The
two leaders signed the deals during Maduro’s
first visit to Beijing in five years. Xi said China
“steadfastly supports Venezuela’s efforts in
safeguarding sovereignty, national dignity and
social stability,” CNN reported. China, which

is Venezuela's largest creditor and the world's
largest importer of oil, has warm ties with the
South American nation. The country regularly
buys oil from Venezuela and provides financial
support through investments and loan-for-oil
deals, Reuters reported. Venezuela owes China
more than $10 billion, the wire service report-
ed, citing independent data. During Maduro's
visit to Beijing, Xi called the two countries
“good friends with mutual trust,” the wire
service reported, citing state media. Maduro
expressed support for China’s Belt and Road
Initiative and also said Venezuela is willing to
closely cooperate with China within multilat-
eral organizations such as the United Nations
and the BRICS group of emerging economies.
Venezuela has expressed interest in joining the
BRICS bloc. The group last month agreed to
admit Argentina, Saudi Arabia, Iran, Ethiopia,
Egypt and the United Arab Emirates. [Editor’s
note: See related Q&A in the Aug. 14 issue of
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post in April. Regular gasoline prices have
risen 55 percent since Petro took office,
while diesel prices have held steady to keep
truckers appeased. Discussions on setting
lower gasoline prices for taxis are underway.
But the squeeze on government coffers is
on. Talk of eliminating diesel subsidies after
October’s regional elections is circulating.”

Andrés Duarte Pérez, equity re-
search head at Corficolombiana:
“The deficit of Colombia’s Fuel
Price Stabilization Fund (FEPC),
whose function is to lessen the impact of
international fuel price volatility on the local
market, increased greatly since 2018 as a
function of international oil prices and for-
eign exchange behavior. Ecopetrol registers
its revenue from local gasoline sales at an
export parity price but receives the cash at
the regulated—lower—price, while accumu-
lating the rest as accounts receivable from
FEPC, which the government pays during the
year after the accumulation takes place. Giv-
en that local regulated gasoline prices have
been increasing gradually since late 2022
to close the gap with the export parity price,
the monthly accumulation of accounts re-
ceivable from FEPC has decreased from 3.5
trillion Colombian pesos in December 2022
(8855 million using the exchange rate at the

time of writing) to 1.7 trillion ($415 million)
last June. FEPC’s mechanism affects
Ecopetrol's operational cash flow negatively,
decreasing its cash position, which, however,
has remained sufficiently strong for the usu-

‘ The local gasoline
price adjustment is a
positive ongoing event

for Ecopetrol...
— Andrés Duarte Pérez

al operation of the company. Nevertheless,
given the government'’s payment mech-
anisms, which include offsetting FEPC's
accounts payable with earned dividends and
the government'’s 88.49 percent stake in the
company, decisions regarding payouts and
reinvestment are influenced by FEPC. The
local gasoline price adjustment is a positive
ongoing event for Ecopetrol, increasing its
liquid resources available for investment and
general operation, which hopefully should
benefit the price of its stocks and bonds.”

The Advisor welcomes comments on its
Q&A section. Readers can write editor Gene
Kuleta.
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