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Carbon Regulation
Mean for Brazil?

Brazil's Congress is considering legislation to regulate the country’s carbon market, which
could aid in President Luiz Indcio Lula da Silva’s efforts toward carbon neutrality. // File Photo:
Brazilian Government.

Brazil's Senate last month approved a bill designed to regu-

late the country’s carbon market, imposing a tax on compa-

nies that release more than 10,000 tons of carbon dioxide

per year. Putting a price on greenhouse gas could potentially
help fund President Luiz Inacio Lula da Silva's promise to transition
Brazil to a green economy and reach carbon neutrality by 2050. What
chance does the bill, which is currently under consideration in the lower
house of Congress, have of becoming law? What are the main arguments
for and against it? What kind of impact would the bill have on business,
especially in the agriculture sector? Could the measure help Brazil
achieve net-zero carbon emissions over the next 25 years?

William Wills, director for the Center for Brazilian Climate
and managing partner at Eos Consulting in Rio de Janeiro:
“The Brazilian carbon market bill, under discussion for nearly
two years, has evolved significantly, with the current mature
version garnering strong support from Congress, the government and
stakeholders. It is likely to be approved this month, ahead of the United
Nations Climate Change Conference, COP28. While not perfect, the bill
is a significant and good compromise that aligns with the principles of
the E.U. Emissions Trading System, showcasing Brazil's commitment to
market-based mechanisms for reducing emissions. The bill is pivotal
for propelling companies, especially those emitting more than 25,000
tons of carbon dioxide emissions annually, toward reducing their carbon
emissions, fostering innovation and adopting cleaner technologies and

Continued on page 3

Hits Record Levels
for September

Brazil's production of oil and
gas hit record monthly levels in
September. The previous record
was set in July. More than four
and a half million barrels of oil
equivalent were extracted per day
in September.
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RENEWABLES

U.S. to Spend
$440 Million on
Solar Panels for
Puerto Rico

The U.S. Department of Energy
said that it will spend $440 million
on the installation of solar panels
on low-income housing across
Puerto Rico.
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OIL & GAS

Ecopetrol Reports
47% Decline
in Profit for Q3

Colombian state oil company
Ecopetrol, led by CEO Ricardo Roa,
on Tuesday posted a 47 percent
decline year-on-year in net profit
for the third quarter.

Page 2

Roa // File Photo: Ecopetrol.
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OIL & GAS NEWS

Colombia’s Ecopetrol
Reports 47% Decline
in Profit for Q3

Colombian state oil company Ecopetrol on
Tuesday posted a 47 percent year-on-year
decline in net profit for the third quarter, saying
that lower prices for crude oil weighed on
results, Reuters reported. Ecopetrol added

that while oil prices were below 2022 highs,

its production continued growing in the third
quarter. The company reported 5.09 trillion
pesos ($1.28 billion) in profit in the quarter,
while revenues declined to 35.1 trillion pesos,
a 19 percent decline as compared to the same
period a year earlier. The earnings results were
in line with Ecopetrol’s forecasts of a quarterly
profit of between five trillion and six trillion pe-
sos and revenue of between 32 trillion and 36
trillion pesos, Reuters reported. The company'’s
earnings before interest, taxes, depreciation
and amortization amounted to 16.04 trillion pe-
sos, at the high end of the 14 trillion to 16.5 tril-
lion pesos that had been expected. Ecopetrol
added that its third-quarter production grew 2.8
percent in the July-through-September period.
Ecopetrol added that its average production for
the year rose 3.3 percent to 729,500 barrels of
oil equivalent per day. During the third quarter,
average prices for Ecopetrol’s crude declined
16 percent as compared to the same period
last year, to $77.80 per barrel. At the same
time, Brent crude prices fell 12 percent to
$85.90 per barrel, Reuters reported. Ecopetrol
also said Thursday that its exports of crude oil
dropped 2.7 percent during the third quarter

to an average of 406,500 barrels per day.
Meanwhile, product shipments of petroleum
grew during the quarter to 114,900 barrels

per day, according to the company’s quarterly
report. Though Ecopetrol’s earnings are higher
than the levels it saw in recent years, they are
down from the record highs that it reported
last year. In addition to lower prices for crude,
concerns about an economic slowdown, as
well as higher borrowing costs, have held back
earnings. Last April, Ecopetrol tapped Ricardo

Roa as its new chief executive officer, following
the departure of his predecessor, Felipe Baydn.
When he was appointed, Roa said in a social
media posting that he would commit to a

“fair and sustainable energy transition for the
benefit of the country.” When he took office,
the company had “already started moving

away from a sole focus on oil and gas,” Cecilia
Aguillon, a nonresident fellow at the Institute of
the Americas, told the Energy Advisor in a Q&A
published April 28.

Brazil’s Oil, Gas
Output Hit Record
Levels in September

0il and gas production in Brazil reached its
highest levels ever recorded for a single month
in September, Reuters reported on Nov. 1. The
previous record was set in July. The Brazilian
National Agency of Petroleum, or ANP, released
data showing that more than four and a half

Brazil is now ranked as
the world's ninth largest
oil producer.

million barrels of oil equivalent were extracted
per day in September. Brazil is now ranked as
the world’s ninth largest oil producer, state-run
news agency Agéncia Brasil reported, citing
data compiled in July by the Brazilian Qil and
Gas institute. Oil output rose 16.7 percent
when compared to the previous year, up to
more than 3.67 million barrels per day, accord-
ing to the ANP. Natural gas production also
rose 10.4 percent when compared to the same
month in 2022, up to over 157.99 million cubic
meters per day. The new record represents a
6.1 percent increase in oil production and a
6.9 percent increase in natural gas production
from the previous month. Over 89.02 percent
of the total output was achieved by fields
operated, both exclusively and in consortium,
by state-run oil company Petrobras, Agéncia
Brasil reported.

NEWS BRIEFS

Venezuela’s PDVSA
Signs Deal With
France’s Maurel & Prom

PDVSA CEO Pedro Tellechea announced Tues-
day that the Venezuelan state-owned oil and
natural gas company had signed an agreement
with France-based Maurel & Prom. The agree-
ment seeks to increase production of crude oil
and gas in Venezuela's Lake Maracaibo region,
in the western part of the country. Last month,
the U.S. Treasury Department relaxed sanc-
tions against PDVSA, allowing the company to
seek out new partnerships and investments for
six months.

Eletrobras Swings to a
Profit of $302 Million for
Year’s Third Quarter

Brazilian state power utility Eletrobras on
Wednesday reported 1.47 billion reais ($302
million) in net profit for the third quarter,
following a net loss of 88,000 reais in the
same quarter last year, Reuters reported.
Analysts in a poll by LSEG had expected profit
of 1.44 billion reais for this year's third quarter.
In a securities filing, Eletrobras said higher
revenues in its power transmission unit drove
earnings, leading to a 9 percent increase in
group revenue to 8.78 hillion reais. Ecopetrol
said the July-to-September period was a “solid
quarter,” adding that it had sped up “a value
creation strategy.”

PetroChina Eyes Purchase
of 8 Million Barrels of Oil
Monthly From Venezuela

PetroChina is considering the purchase of up
to eight million barrels per month of crude from
Venezuelan state-run oil company PDVSA after
the United States announced that it is lifting
sanctions against the Latin American country’s
oil industry, four people familiar with the matter
said, Reuters reported Nov. 2. PetroChina is the
second largest oil refiner in China.
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Pemex, New Fortress
Energy Reportedly
End Gas Project Deal

The development of Mexico's first deepwater
natural gas project is in limbo following the
termination of a deal between Pemex and New
Fortress Energy (NFE), Reuters reported Tues-
day, citing two sources with inside knowledge
of the matter. Pemex, the Mexican state-owned
petroleum company, originally signed the deal
with the U.S.-based liquefied natural gas com-
pany NFE almost one year ago, and the project
has already cost more than $1 billion, sources
told Reuters. The project sought to develop the
deepwater natural gas project in the Lakach
gas field, located in the Gulf of Mexico, which
is estimated to hold 900 billion cubic feet of
natural gas. The project was halted last month
after Mexican officials objected to several
conditions NFE sought to impose, including a
low price the company was seeking for its pur-
chase of natural gas from Pemex, sources told
Reuters. Pemex is now in talks with two other
unnamed companies to potentially continue de-
velopment on the project, sources told Reuters.
Production was set to begin in the first quarter
of 2024 and would have involved Pemex selling
NFE 190 million cubic feet of natural gas per
day and supplying an additional 110 million per
day to the domestic market, Offshore Technolo-
gy reported. [Editor’s note: See Q&A in the Oct.
27 Energy Advisor on what's at stake for Pemex
in Mexico's presidential race.]

RENEWABLES NEWS

U.S. to Spend
$440 Mn on Solar
Panels in Puerto Rico

The U.S. Department of Energy said Nov. 3 that
it will spend $440 million on the installation

of solar panels on low-income housing across
Puerto Rico, the Associated Press Reported.

FEATURED Q&A / Continued from page 1

sustainable practices. This aligns with Pres-
ident Luiz Inacio Lula da Silva’s commitment
to a green economy, deforestation reduction
in the Amazon and sustainable develop-
ment. Despite the agriculture sector’s
significant economic role and greenhouse
gas emissions contribution, it is current-

ly exempt from the regulated market, a
consequence of congressional negotiations.
Nevertheless, this decision is aligned with
recent studies, such as the OECD’s Product
Market Regulation (PMR) in Brazil, funded
by the World Bank, that have suggested that
command and control instruments coupled
with stricter financing policies may be more
effective in reducing agriculture-related
emissions than a carbon market. While there
may be concerns about increased business
costs in some sectors, the bill's potential
benefits for Brazil's green transition and
climate goals are invaluable. If well-crafted
and executed, it could significantly impact
Brazil's climate objectives over the next 25
years. Importantly, PMR Brazil results indi-
cate that a well-configured carbon market
could help Brazil meet its Paris Agreement
commitments and National Determined
Contributions, contributing to higher GDP,
employment and population well-being, while
marginally reducing inequalities.”

Maria Alice Moz Christofoletti,
economic policy specialist at
the United Nations Development
Programme: “The bill, having
received unanimous approval in the Senate,
holds a promising chance of becoming law
in Brazil. Nevertheless, ongoing delibera-
tions within the lower house of Congress are
expected to introduce further contributions
and potential delays, making it less likely
for the hill to be adopted before the United
Nations Climate Change Conference, COP28.
The proposed legislation represents a sig-
nificant step forward and aligns with Brazil's
commitment to achieving net-zero emissions
by 2050. However, it has faced criticism due
to its significant omission of crucial sectors,

notably agriculture and livestock, which

are the country’s primary greenhouse gas
emitters. Critics have raised concerns about
the bill’s limited provisions for protecting the
rights of Indigenous and traditional commu-
nities, as it currently lacks robust safeguards
in this area. While the bill holds the potential
to guide Brazil toward a more environmen-
tally sustainable and green economy; its
ultimate effectiveness and impact depend
on the ongoing discussions and potential
amendments in the lower house and its
overall comprehensiveness. The decision to
exclude agriculture and livestock is a major
point of concern. This exclusion may allow
these sectors to continue their practices
without incurring additional financial obli-
gations, which is viewed unfavorably from
an environmental perspective as it leaves

a significant contributor to greenhouse gas
emissions unregulated. Overall, the fate of
the bill has the potential to influence Brazil's
transition to a green economy. The final
outcome depends on the ongoing legislative
process, the inclusiveness of its provisions,
and its overall effectiveness in implementa-
tion.”

Michael F. Schmidlehner, pro-
fessor at the Federal Institute
of Education, Science and
Technology of Acre in Rio de
Janeiro: “The main reason why the bill has
a good chance of becoming law is that it al-
lows the Brazilian agribusiness industry-the
country’s main CO2 emitter and the political-
ly most powerful interest group-to continue
doing business as usual. At first glance,
the net-zero emissions target appears to be
a clear concept. In practice, however, it is
quite fuzzy and opens the door to distortion
of actual climate-relevant data. While the
legal limitation of emissions (the cap) is an
absolute necessity, the establishment of a
market (the trade) encourages abuse, i.e.
making a business out of the crisis through
flimsy certificates based on assumptions of
hypothetical negative scenarios, as is usu-
Continued on page 6
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On her sixth visit to the U.S. territory this year,
Energy Secretary Jennifer Granholm said the
department has already chosen both nonprof-
its and solar companies for the project that
will work with 40,000 homes in total, with the
five nonprofits receiving $40 million and the
three solar companies receiving $400 million.
Eligible households must be located in indigent
neighborhoods where power outages are
frequent, or where a person with a disability
who depends on power, such as a dialysis
patient, resides. The announcement is part of
the United States’ $1 billion plan to help Puerto
Rico to lessen its dependence on fossil fuels,
the Department of Energy said on its website.
Hurricane Maria in 2017 and Hurricane Fiona
last year devastated the island’s power grid,
causing regular blackouts, Reuters reported.

“l am impatient with the grid. Half of your
generation facilities are not working,” Granholm
said, the Associated Press reported. “Right
now, Puerto Rico is number five in the country
in terms of per capita of solar installations. We
want it to be number one,” she said.

POLITICAL NEWS

OAS Members Vow to
Continue Monitoring
Nicaragua After Exit

Organization of American States member
countries on Wednesday said they will continue
monitoring the human rights situation in
Nicaragua even after the Central American
country exits the organization later this month,
the Associated Press reported. The OAS “will
continue paying special attention to the situ-
ation in Nicaragua,” and will seek to promote
respect for fundamental freedoms and human
rights in the country, said a resolution that the
organization's permanent council approved
Wednesday. Nicaragua still must “respect all
human rights reflected in customary norms
[and] in the multilateral conventions” to which
it has agreed, in addition to “those derived from
general principles of international law,” said the
resolution, which received unanimous approval,
MercoPress reported. The resolution also said

ADVISOR Q&A

What Will Result From

Colombia’s Local Elections?

Opponents of Colombian

President Gustavo Petro

virtually swept the country’s

local elections on Oct. 29, with
opposition politicians winning the may-
oral elections in cities including Bogota,
Cali and Medellin, and the gubernatorial
elections in all but two of Colombia’s 32
provinces. Why was the first ruling leftist
party in Colombian history so overwhelm-
ingly beaten? What do the results mean for
how Petro’s government will be able to work
with Colombia’s provinces and cities? What
impact will the results have on the country’s
2026 presidential election?

Peter DeShazo, visiting
professor of Latin American,
Latino and Caribbean Studies at
Dartmouth College and former
U.S. deputy assistant secretary of state
for Western Hemisphere affairs: “President
Petro and his Pacto Histérico coalition
were the big losers in the Oct. 29 regional
elections. While pro-government candidates
went down in defeat in large cities such as
Medellin, Barranquilla and Bucaramanga,
the most telling losses took place in Cali
and especially Bogota, where Petro won
the presidential election 16 months ago by
large margins but where his candidates did
very poorly. Colombian politics is a mosaic
of parties, coalitions and movements, often

the organization “deeply regrets” Nicaragua's
departure. “This is a clear message that we
want to send to the Nicaraguan people, so

that they know they are not alone,” said Ronald
Sanders, the council’s president and the
representative of Antigua and Barbuda, the AP
reported. “We are not going to abandon them,”’
he added. The government of Nicaraguan Pres-
ident Daniel Ortega started a two-year process

regional and personalistic, so losses in local
elections do not automatically imply a shift
in national politics, but in this case, the
result does resemble a plebiscite on Petro's
first year-and-a-half in office. Petro’s brief
honeymoon period ended months before the
election, and recent polling (in large urban
areas) shows his approval rating in the low
30s, with widespread citizen dissatisfaction
with security, economic conditions and
corruption. In the aftermath of Oct. 29, pun-
dits are already speculating about possible
candidates for president in 2026, but the
country cannot afford to tread water until
then. Colombia faces longstanding challeng-
es that must be addressed—above all in the
area of public security, where Petro’s ‘Total
Peace’ effort is failing to stem the power of
(increasingly indistinguishable) drug-fueled
criminal gangs and insurgents. Legitimate
state authority and the effective rule of law
remain absent or weak in many parts of the
country. Hopefully, a politically diminished
Petro and a revitalized opposition will meet
somewhere closer to the political center and
find consensus on issues that cannot be
postponed.”

EDITOR’S NOTE: More commentary on this
topic appears in the Q&A of Wednesday's
issue of the Latin America Advisor.

to leave the OAS in November 2021, shortly
after the organization joined other international
actors in condemning the elections that month,
which were widely derided as fraudulent and
which led to Ortega's latest term as president.
Nicaragua, which has belonged to the 0AS
since 1950, is set to be the latest country

to leave the organization since Venezuela
withdrew from it in 2019. Brazil's delegation
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Ecuador’s Noboa
to Tap Moya as Finance
Minister: Report

Ecuadorean President-elect Daniel Noboa
intends to name career planning official Sariha
Moya as his finance minister, Bloomberg
News reported Monday, citing three unnamed
people close to Noboa's transition team. On
Monday, Moya was with Noboa in Washington
for meetings with investment bankers and
multilateral lenders and was being introduced
as the country’s incoming finance minister, the
news service reported.

Mexican President to
Order Rail Companies to
Offer Passenger Service

President Andrés Manuel Lépez Obrador
announced Wednesday that the country’s com-
mercial freight train companies would be re-
quired to start offering service to passengers,
the Associated Press reported. Under a decree
to be issued later this month, the Mexican
government will begin scheduling passenger
service trains on rail lines that private com-
panies currently use to carry freight, unless
those companies implement passenger trains
themselves. Lépez Obrador denied that such

a decree amounted to expropriation, stressing
that Mexican law prioritizes passenger service.

El Salvador Opposition
Party Files Complaint
Over Bukele’s Candidacy

Members of El Salvador’s opposition Arena
party lodged a formal complaint Monday
against the registration of President Nayib
Bukele as candidate for next year’s presidential
vote, Agence France-Presse reported. Last
Friday, the country’s Supreme Electoral Tribunal
announced that it had approved Bukele's deci-
sion to run, despite a constitutional prohibition
against multiple presidential terms.

to the OAS expressed hopes on Wednesday
that Nicaragua would soon return to the group.
Brazil's representative, Benoni Belli, warned
against taking punitive measures “which are
not necessarily successful” against the Central
American country. Uruguay’s OAS representa-
tive, Washington Abdal4, blasted Ortega over
the withdrawal. “No, Mr. Ortega, it's not going
to be so easy, it can't be so simple. This is not
an ideological issue, of left or right, it is an
essential issue of the lives of Nicaraguans who
are having a really hard time of it under that
dictatorship,” he said, the AP reported.

Chile’s Boric Calls
for Vote on Proposed
Constitution

Chilean President Gabriel Boric on Tuesday
received a draft of the country’s proposed new
constitution and called for a national vote next
month on whether it should be approved, the
Associated Press reported. “The definitive
time for citizens has begun, and now it is their
voice and their decision that truly matter,” Boric
said during a formal ceremony in Congress

as he signed the decree calling for the vote.
The country’s current constitution, written
during the 1973-1990 military dictatorship of
Augusto Pinochet, was a key grievance of the
2019 nationwide protest movement. The first
constitutional council elected to write a new
proposal leaned significantly to the left, pro-
ducing a constitution that was widely viewed
as a progressive document that championed
the environment, Indigenous rights and gender
equality. In a plebiscite last year, 62 percent

of voters rejected that proposed constitution.
Right-wing candidates dominated the election
of the subsequent constitutional council.

The resulting proposal is more conservative,
and some have warned that it may increase
restrictions on abortions in Chile and potential-
ly permit house arrest for individuals convicted
of crimes against humanity during the Pinochet
dictatorship, the AP reported. The new docu-
ment has also drawn opposition from local pol-
iticians who criticize its abolishing of property
taxes for primary residences. Voters will decide
whether to accept the proposed document on

Dec. 18. Current polls show that a majority of
Chileans will likely vote against the new text,
Reuters reported. At a ceremony Tuesday in
Santiago, Boric affirmed his full trust in “the
wisdom of the Chilean people” and promised to
implement the constitution if Chileans approve
it in the plebiscite. Boric’s government has said
it will not put its weight behind a third rewrite
of the constitution if the second proposal fails,
Reuters reported. [Editor's note: See related
Q&A in the Oct. 25 issue of the Advisor.]

Brazil Planning
15% Minimum Tax
on Multinationals

Brazil's government plans to impose a mini-
mum tax of 15 percent on all profits made my
multinational corporations, Reuters reported
Wednesday, citing a top Finance Ministry
official. The planned move comes one month
before Brazil assumes the presidency of the
Group of 20 nations, or G20, in December.
“The revenue service is already organizing

the implementation of this minimum taxation
on multinationals,” the ministry’s secretary of
international affairs, Tatiana Rosito, told the
wire service in an interview. In a handbook
published last month, the Organization for
Economic Cooperation and Development
advocated for large multinational corporations
paying a 15 percent tax everywhere that they
operate in order to prevent them from shifting
profits to locations more favorable for taxes.
Such a global minimum tax could create ad-
ditional revenue of approximately $200 billion
per year, the OECD estimates. Rosito added
that Brazil would also support other policies
that the OECD advocates, including taxation of
the digital economy, a position that is contro-
versial in the United States, where many tech
companies are firmly against such measures.
Also on Wednesday, Brazil's Senate approved a
sweeping tax reform, which would overhaul the
country’s consumption taxes, according to The
Brazilian Report. The reform now returns to the
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ally the case in REDD type projects. The fun-
damental flaws of the cap-and-trade model
were already revealed through the failures of
the European carbon market and the Clean
Development Mechanism. The bill promises
a double win for Brazilian agribusiness: first,
it exempts it from restrictions. Second, if the
bill passes, implementation and legitimiza-
tion of forest carbon projects can be expect-
ed to be facilitated. The 2012 Forest Code
already offers broad opportunities for large
landowners to issue REDD certificates based
on the registration of so-called CRAs (Envi-
ronmental Reserve Shares), a process that
tends to criminalize or expel forest-dwelling
peoples. Brazilian policy is inevitably geared
toward economic growth. Deeply entrenched
power structures make effective restraint

of economically powerful actors almost
impossible. A purported ‘net-zero outcome’
within the next few decades could at best be
managed through false solutions, such as
reinterpreting the remaining Amazon forest
and marine biomes as carbon sinks.”

Emilio Lebre La Rovere, profes-

sor at the Energy Planning Pro-

gram and head of the Center for

Integrated Studies on Climate
Change and the Environment at the Federal
University of Rio de Janeiro: “The Brazilian
Senate approved a bill imposing tradable
permits on businesses emitting more than
25,000 tons of carbon dioxide equivalent of
greenhouse gasses and requiring the report
of annual GHG emission inventories for

LATIN AMERICA ADVISOR

those emitting above 10,000 tons of carbon
dioxide emissions. It does not create a
carbon tax, but rather another carbon pricing
mechanism. It is probable that the bill will
be approved, once the agricultural sector
has been excluded from its scope. The main
argument in favor of a cap-and-trade system

‘ ‘ Carbon pricing is
definitely an essential
requirement for
accelerating the tran-
sition to a net-zero
Brazilian economy.”

— Emilio Lebre La Rovere

as established by this bill is that it allows
for reaching emission reduction targets (as
those committed to in the Brazilian National-
ly Determined Contribution) at a lower cost.
The main source of concern is the additional
cost imposed on businesses causing an
increase in the sale price of goods and
services, contributing to a higher inflation
rate. It will put pressure on businesses to
implement mitigation options, accelerating
the transition to a low-carbon economy.

The agricultural and, especially, the forestry
sector can benefit from selling offsets to the
industry and thus helping to fund investment
in carbon sinks. Carbon pricing is definitely
an essential requirement for accelerating the
transition to a net-zero Brazilian economy.”
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