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Grow This Year?

e

Brazil added nine gigawatt of solar and wind generation capacity in the past year. The sector
is expected to see continued growth. Solar panels in Mins Gerais state are pictured. // File
Photo: State of Minas Gerais.

Brazil's power sector regulator, Aneel, announced Jan. 2 that

the country added an additional nine gigawatts of solar and

wind power generation capacity last year. Wind power ac-

counted for nearly five gigawatts of new generation capacity,
while solar accounted for about four gigawatts. How much will Brazil's
renewable power capacity grow in the year ahead? What are the most
important wind and solar projects on the horizon in Brazil? How well are
the government's policies encouraging growth in the sector?

Daniela Stevens, director, and Michael Kerns, program
assistant, both at the Energy Transition and Climate Program
at the Inter-American Dialogue: “Brazil’s 2023 was a wind
and solar success story, and the trend looks to continue.
For context, 80 percent of Brazilian energy is renewable, of which 49
percent is hydropower. Solar, while still in second place, has seen rapid
market expansion thanks to declining costs and successful government
incentives that encourage solar panel use and allow consumers to re-sell
their excess electricity. As a result, 2023 solar photovoltaic capacity sur-
passed 34 gigawatts (GW), representing 16 percent of Brazil's energy mix,
according to Absolar. Forecasts predict further growth to 97.46 GW by
2028, and that by 2040 solar may surpass hydropower as Brazil's largest
renewable power source. Onshore and offshore wind additionally repre-
sent enormous near-term potential for Brazil. The Northeast is the biggest
hub of onshore wind capacity, with Rio Grande do Norte accounting for
the most installed capacity and nearby neighbor Bahia attracting the most

Continued on page 3

Cuba’s government announced
a 500 percent increase in the
price of fuel. The price of a liter
of gasoline will go from 25 pesos
(80.20) to 132 pesos.
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RENEWABLES

Verano Sells
Photovoltaic
Project in
Argentina

Chile-based Verano Energy has
sold a major photovoltaic project
in Argentina to an unnamed
company, according to a company
executive.
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Mexico Planning
to Launch
Olmeca Refinery
This Month

Mexican state oil firm Pemex said
it is planning to launch production
at its Olmeca refinery this month.
The project is a major initiative of
President Andrés Manuel Lépez
Obrador.
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Lépez Obrador // File Photo:
Mexican Government.
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OIL & GAS NEWS

Pemex Planning to
Launch Olmeca
Refinery This Month

Mexican state-owned oil firm Pemex an-
nounced Jan. 4 that it plans to launch
production at its Olmeca refinery by the end of
this month, Dow Jones Newswires reported.
The announcement was made during a press
conference held by President Andrés Manuel
Lépez Obrador, in which Pemex CEO Octavio
Romero Oropeza said the new refinery, located
in southern Mexico, will raise the company’s
total crude processing from roughly 800,000
barrels a day—which was its output in 2023—
up to 1.5 million barrels a day in 2024, and
potentially 1.8 million by 2026, Dow Jones
reported. The Olmeca refinery is a flagship
infrastructure project for Ldpez Obrador, built
on the Gulf Coast with the aim of reducing
Mexican petroleum imports. Romero Oropeza
said at the news conference that by the time
Lépez Obrador leaves office later this year, the
new refinery will be producing 274,000 barrels
per day of gasoline, diesel and jet fuel, Reuters
reported. The project has suffered from previ-
ous setbacks, missing multiple targets on its
way to launch and ultimately running billions
of dollars over budget. The Olmeca refinery
marks the seventh domestic Mexican refinery
in operation by Pemex. The state oil company
also took over the Deer Park refinery in 2022,
located outside Houston, which Romero Oro-
peza said will alone produce 242,000 barrels
per day of gasoline, diesel and jet fuel in 2024,
Reuters reported.

Cuba Increasing
Fuel Prices by More
Than 500 Percent

Cuba'’s government on Monday announced a
500 percent increase in the price of fuel, hiking
the cost of a liter of gasoline from 25 pesos
($0.20) to 132 pesos, BBC News reported. The

announcement came as the island nation is
grappling with a severe economic crisis and
shortages of basic goods. Cuban Finance Min-
ister Vladimir Regueiro said the price of diesel
and other fuels would be similarly increased.
Also, large consumers in residential areas will
face a 25 percent increase in electricity prices,
said Regueiro. “These measures are aimed at
reviving our economy,” Regueiro said on state
television. In December, Economy Minister
Alejandro Gil announced that the government
would eliminate fuel subsidies. Cuba im-

ports most of the fuel that it consumes. The
country is also dependent on food imports.
The country’s production of food and supply
of pharmaceuticals are down some 50 percent
since 2018, Reuters reported in November.

Energy Firms to
Test CO2 Capture
Technology in Brazil

A consortium of energy firms will test C02
capture technology in an underwater oil field
off the coast of Brazil, French energy company
TotalEnergies announced Monday, Agence
France-Presse reported. The test will take
place in Brazil's Santos Basin at the Mero oil
field, where Brazil's National Petroleum Agency
estimates there are reserves of between eight
and 12 billion barrels of crude. The Mero
oilfield is operated by the Brazilian state-owned
oil firm Petrobras in partnership with other
foreign firms. Brazilian, British, French and Chi-
nese energy companies will be collaborating

in the test of high-pressure subsea separation
(HISEP) technology, which seeks to reduce car-
bon dioxide emissions by separating CO2-laden
natural gas from oil at the site of the undersea
oil field, which is located at a depth of over
2,000 meters. TotalEnergies told AFP that the
gas containing carbon dioxide would then be
reinjected into the reservoir. TotalEnergies

said the technology can reduce C02 emissions
while also “increasing the field production
capacity,” AFP reported. Nations agreed to
transition away from fossil fuels in favor of
renewable energy at the COP28 summit last
month, and environmentalists have criticized

NEWS BRIEFS

Colombia Awards
Parex Resources License
for Geothermal Project

Colombia has awarded Canada-based Parex
Resources the country’s first-ever license for
development of a geothermal energy project,
Reuters reported Tuesday, citing a govern-
ment resolution. The project will be located in
Colombia's Casanare province near a Parex oil
and gas project and is expected to generate
between 15 and 60 kilowatts of electricity from
the earth’s heat, Reuters reported.

I Squared Capital to Invest
as Much as $400 Million
in Brazil’s Origo Energia

Miami-based private equity firm | Squared
Capital has agreed to invest as much as $400
million in Origo Energia, a Brazilian distributed
energy generation company, PV Tech reported
Wednesday. The investment will be used to
develop more than two gigawatts of distributed
generation photovoltaic projects in 20 states

in Brazil. The estimated cost of the project is
$1.2 billion, PV Tech reported. The investment
will give | Squared Capital a 49 percent stake in
Origo Energia.

India Planning to Sign
Deal to Cooperate With
Guyana in Hydrocarbons

India’'s government is planning to sign a memo-
randum of understanding with Guyana to work
together in the hydrocarbons sector, Reuters
reported Jan. 5. The five-year agreement is
being planned as India is seeking to diversify
its sources of oil imports. The proposed deal
will include areas such as sourcing crude from
Guyana, cooperation in refining and participa-
tion of Indian companies in exploration and
production. India, the third-largest consumer
and importer of crude in the world, and Guyana
have been in talks about a bilateral oil deal for
more than two years.
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HISEP technology as providing an excuse to
continue oil production instead of focusing on
phasing out fossil fuels.

PDVSA’s Board
Willing to Enter
Talks With Creditors

The opposition-led board of Venezuelan
state-owned oil firm PDVSA said Tuesday in

a statement that it was open to talks with the
creditors of U.S.-based refiner Citgo ahead

of an upcoming auction of shares to settle
claims, Bloomberg News reported. “The board
remains open to constructive conversations
and dialogue with creditors to reach negotiated
agreements,” the statement read. Citgo, which
is Venezuela's most valuable overseas asset,
had been protected by U.S. sanctions, which
previously prevented creditors from seizing it.
However, a first round of bids in the auction

is slated to take place on Jan. 22, and a final
hearing over approval of the sale is scheduled
for July 15. The total claims against Venezuela
amount to approximately $20 billion, and more
than 20 plaintiffs have demanded compensa-
tion, Bloomberg News reported.

RENEWABLES NEWS

Verano Energy Sells
Photovoltaic Project
In Argentina

Chilean energy firm Verano energy has sold a
major solar photovoltaic project in Argentina
to an unnamed company, PVTech reported
Monday. Ramiro Marquesini, Verano Energy’s
Argentina country manager, told PVTech

that the project “means a reactivation of the
Argentine market, which has been sluggish in
recent years despite being a large country with
high demand and abundant resources.” The
150 megawatt-peak solar project is located in
Argentina’s Mendoza region, and construction
is planned to begin this year. Verano Energy

FEATURED Q&A / Continued from page 1

wind investment. Offshore projects are also
garnering interest; according to Ibama, 20
offshore projects across seven states are
currently in the licensing phase and project-
ed to come online in the next five years. An
expected governmental injection of $20 bil-
lion in the transmission sector is anticipated
to further buoy markets. Solar and wind’s
recent success in Brazil underscore how the
past year's economic woes of high interest
rates and supply chain disruptions do not
necessarily hinder clean power growth. Such
success should embolden the country to
become a Global South exemplar of green
job creation, stable regulations and clear
investment expectations. However, despite
Brazil's success, it is still expected to bolster
its fossil fuel extraction and to remain Latin
America’s leading oil and gas producer.”

Mark Langevin, senior advisor
at Horizon Engage: “Brazil’s
solar and wind power projects
are popping up everywhere,
well above the global average. Between
2015 and 2022, the country led emerging
economies in aggregate foreign direct
investment in renewables, elevating its
rank in the 2023 World Economic Forum
(WEF) Energy Transition Index to 14th
place, just behind the United Kingdom and
the United States. President Lula pledged
public investments (through the Novo PAC
stimulus program) in renewable energy
systems and infrastructure, and Petrobras’
2024-2028 strategic investment plan aims to
make the company a leader in offshore wind
energy by the end of the decade. If Petro-
bras and its partners, including Equinor and
TotalEnergies, are successful, Brazil could
become a major green hydrogen producer
and exporter, fueling the energy transition in
heavy industries. Moreover, Petrobras and
the Mubadala Fund’s Mataripe refinery in
Bahia have teamed up to build a biorefinery
to ramp up the output of renewable diesel
and sustainable aviation fuels to lower the
transport sector’s carbon emissions. Howev-

er, to accelerate the pace of investments and
projects, the Lula administration will need to
carefully coordinate public finance through
the BNDES, regulatory development through
ANEEL and the ANP, and private sector
participation through producer associations
such as the Brazilian Wind Energy Associ-
ation, the Brazilian Association of Solar PV
Energy and the recently established Brazilian
Green Hydrogen Association. Unfortunately,
the government'’s recent decision to increase
tariffs on imported solar and wind energy
equipment—a ploy to bolster domestic
producers’ fortunes—will place a drag on
Brazil's potential in 2024. Regardless, expect
the Lula administration to make measurable
gains and climb the WEF’s energy transition
rankings in the coming years.”

Anabel Teixeira, associate for

Brazil and the Southern Cone

at McLarty Associates: “Brazil's

renewable energy capacity has
seen accelerated growth in recent years,
largely thanks to policies that incentivize
investment in renewables and a heightened
awareness of the environmental benefits of
energy sources like wind and solar. By early
2024, Brazil surpassed 37 gigawatts (GW) of
installed solar power capacity, now account-
ing for 16.3 percent of the country’s energy
matrix. Growth is expected to continue over
the next few years at around 23 percent,
reaching 68 GW in the next five years.
Brazil's wind energy sector is also primed
for growth. With 22 GW of installed wind
capacity today, the wind sector is expected
to more than double in capacity by 2028 to
reach nearly 45 GW. Although the North-
east of Brazil remains a hub for both solar
and wind, broader swaths of Brazil have
important investments on the horizon. Six
states in the South, Midwest and Southeast
regions recently launched bidding processes
for solar energy companies. In 2024, new
investments in the solar sector could exceed
$7.8 billion as developers are expected
to install more than 9.3 GW of capacity.

Continued on page 6
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operates projects across Colombia, Chile

and Peru—with a total combined capacity of
nearly three gigawatts—and is now seeking

to increase its presence in Argentina, PVTech
reported. Interest in solar photovoltaic energy
has been on the rise in Argentina, and the
nation’s renewables auction in 2023 wound up
being oversubscribed, with 630 megawatts of
capacity ultimately awarded out of an initially
intended 620 megawatts put up for auction,
PVTech reported. Argentine President Javier
Milei announced an energy sector “emergency”
last month, declaring his intent to rein in the
nation’s local gas and electricity regulators to
allow prices to rise, Reuters reported. In a gov-
ernment decree, Milei's administration blamed
a lack of investment in the electric and gas grid
on low energy prices and said it would allow for
temporary rate increases.

POLITICAL NEWS

Ecuador in ‘State
of War’ With Drug
Gangs: President

Ecuador is at war with the drug gangs that
have caused the country’s rate of homicides
and other violence to soar, President Dan-

iel Noboa said Wednesday, The Wall Street
Journal reported. Noboa's comments in a radio
interview came after he declared a state of

‘ We are in a state of war.
We cannot give in to
these terrorist groups.”

— Daniel Noboa

emergency following a surge in violence that
included armed assailants’ takeover of a live
television broadcast on Tuesday. “We are in a
non-international armed conflict,” said Noboa.
“We are in a state of war. We cannot give in to
these terrorist groups,” he added. The state of
emergency that Noboa declared on Monday
allows the military to have broader authority to
fight powerful crime groups; Noboa issued the

ADVISOR Q&A

How Much Will Brazil’s Tax
Reform Spur the Economy?

Brazil's Congress approved

a landmark overhaul of the

country’s byzantine tax system

in December, marking a major
victory for President Luiz Inacio Lula da
Silva, who said the reform will “facilitate
investment.” The overhaul includes a
merging of five consumption taxes into
two value-added taxes. What are the most
important parts of the reform? What are the
main benefits and drawbacks of the reform?
How will it affect investment in Brazil, and
what industries will be most affected?

Manuel Orozco, director for
sovereign and international
public finance ratings at S&P
Global: “Following the approval
of Brazil's revenue-neutral tax reform, we
upgraded our long-term sovereign ratings on
the country to ‘BB’ from ‘BB-'. In our opinion,
the tax reform extends Brazil's track record
over the last seven years of pragmatic policy
implementation that will continue to anchor
its macro stability. Among the reform’s
key merits are a substantial reduction of
consumption tax codes and their consolida-

order a day after José Adolfo Macias Villamar,
the leader of the Los Choneros criminal group,
vanished from his cell in the maximum-secu-
rity wing of a prison in Guayaquil. Following
the order, inmates rioted at several prisons in
Ecuador, taking guards hostage. At least 10
people were killed in gang attacks in and near
Guayaquil, and several armed men masked with
balaclavas broke into a live broadcast of the
TC Television network, forcing staff members
to lie on the floor before they were surround-
ed by authorities and arrested. Noboa, who
took office a month and a half ago, vowed on
Wednesday to restore order. “We are fighting
narco-terrorists,” he said, The Wall Street Jour-

tion into a dual-VAT system. These changes
will help tax governance for all levels of
government in Brazil, as well as substantially
simplify tax compliance and the noncumu-
lative features in the Brazilian tax system.
That said, the implementation will be very
gradual, and most of the structural benefits
will only be felt over the long term. The full
implementation of the dual-VAT will be in
2033, and the transition period to tax from
origin to destiny will last 50 years. As a re-
sult, to unlock stronger levels of investment
in the short-term, the Brazilian government
will need to continue to address its very
weak fiscal situation. Consolidating Brazil's
fiscal deficits will translate into higher levels
of available financing for the private sector
and will allow the central bank to continue
to ease its monetary policy, both necessary
conditions for investment.”

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

nal reported. “We can't give up; that's what they
want,” he added. In his orders this week, Noboa
also deemed 22 gangs terrorist organizations
and proposed legal changes that would allow
the country to extradite criminals and seize
assets from them, the newspaper reported.
“The present and the future of our homeland

is in play and no act of terror will make us

give up” armed forces head Adm. Jaime Vela
said in a televised statement. “We aren’t going
to go back or negotiate,” Vela added. Nearly
330 people, including the men who stormed
the television station, had been arrested as

of Wednesday afternoon, the government

said, the Associated Press reported. Also on
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Suriname’s Bouterse
Ordered to Prison After
Conviction Upheld

Suriname’s public prosecutor on Wednesday
ordered former President Dési Bouterse to
report to prison after a court last month upheld
his conviction in connection with the killings of
15 people more than 40 years ago, Reuters re-
ported. Bouterse, who dominated the country’s
politics for decades, left office in 2020. He has
denied wrongdoing but was sentenced to 20
years in prison for involvement in the killings
of the 15 lawyers, soldiers, union leaders, pro-
fessors and journalists in December 1982.

Brazil Ends 2023 With
4.62% Inflation Rate

Inflation in Brazil exceeded estimates for
December, but the country still managed to end
the year with an annual inflation rate within a
target range set by the nation’s central bank,
Reuters reported Thursday. Consumer prices

in Brazil rose 0.56 percent last month, but the
headline inflation rate for the year ultimately
amounted to 4.62 percent, below the central
bank’s upper limit of 4.75 percent, despite
increases in cost of food and transportation.

Lula Marks One-Year
Anniversary of Riots

Brazilian officials gathered Monday to mark
the one-year anniversary of the Jan. 8 riots,

in which supporters of former President Jair
Bolsonaro stormed the nation’s presidential
palace, Congress and Supreme Court in
protest over Brazil's election, Reuters reported.
President Luiz Indcio Lula da Silva joined other
appointed officials and political leaders under
a banner that read “Democracy Unshaken.”
Lula warned, “All those who financed, planned
and executed the coup attempt must be
exemplarily punished. There is no forgiveness
for anyone who attacks democracy,” the wire
service reported.

Wednesday, security forces were seen guarding
newsrooms, public transit and hospitals. No-
boa’s government also ordered schools to hold
classes remotely until the end of the week, the
wire service reported.

Guyana Seeking Help
From U.S. to Boost
Defense Capabilities

Guyana's government said Wednesday that it is
seeking assistance from the United States to
bolster its defense capabilities amid concerns
that Venezuela might seek to take over the

oil- and mineral-rich Essequibo region, the
Associated Press reported. The area makes up
two-thirds of Guyana’s territory, but Venezu-
ela’s government claims the area as its own.
Guyana's announcement followed two days of
talks between top Guyanese officials and the
U.S. deputy assistant secretary of defense of
the Western Hemisphere, Daniel P. Erikson. The
talks concluded Tuesday with Erikson saying
that the United States would help Guyana
strengthen its military in the coming months.

Guatemala’s Arévalo
Names Officials
to Cabinet Posts

Guatemalan President-elect Bernardo Arévalo
on Monday announced his cabinet nomina-
tions ahead of his upcoming inauguration this
Sunday, the Associated Press reported. Arévalo
chose an equal number of men and women

for posts in his cabinet—a first in the country’s
history—and notably appointed some young
people from outside his party to important
posts, the AP reported. Among the cabinet
picks are also older political stalwarts such

as career diplomat Carlos Ramiro Martinez,
who will head the foreign affairs ministry and
previously served as deputy foreign minister
under the outgoing administration of President
Alejandro Giammattei, the AP reported. Fran-
cisco Jiménez Irungaray is Arévalo’s choice for
his interior minister; he held the same position
in the administration of former President

Alvaro Colém and was accused of corruption
by a United Nations anti-corruption mission, al-
though those allegations were later dismissed.
Political analyst Cristhians Castillo told the

AP that “even though this cabinet has many
attributes, it shows that the Seed party, being a
young party, has to give its officials to external
sectors.” Arévalo has faced opposition to his
presidency, with the attorney general’s office
opening investigations into his conduct and
challenging the results of the election. Arévalo
promised Monday that nothing would prevent
his inauguration, AFP reported. He denounced
what he called a “slow-motion coup d’état” and
highlighted how the nation’s Supreme Electoral
Tribunal recognized the election as “validated,
formalized and unchangeable,” AFP reported.

IMFE Agrees to
Disburse $4.7 Billion
to Argentina

The International Monetary Fund will release
$4.7 billion to Argentina, offering the country’s
new president, Javier Milei, much-needed aid in
pursuing his economic reforms, the Financial
Times reported Thursday. Argentina’s ongoing
economic woes have depleted its hard currency
reserves, making the nation’s obligations to the
IMF, which include a $43 billion loan, difficult
to fulfill. Milei, who championed libertarian
economic policies during this campaign, has
announced a plan of “shock therapy” for Argen-
tina which aims to slash government spending.
IMF officials said in a statement Wednesday
that Milei's administration had “moved quickly
and decisively to develop and begin to imple-
ment a strong policy package to restore mac-
roeconomic stability and are fully determined
to bring the current program back on track,” the
Financial Times reported. The IMF's technical
staff decided on the disbursement Wednesday,
which includes a $3.3 billion tranche of a loan
that was delayed by Milei’s inauguration and
the early release of an additional $1.4 billion,
but the final decision must still be approved by
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Simultaneously, backed by approval of the
offshore wind regulatory framework, new
concession processes will drive additional
investment. With 66 offshore wind parks
under analysis, up to 200 GW in offshore
wind energy potential could be unlocked.
Brazil's positive renewables outlook owes
to significant political will and favorable
investment policies. These priorities are
showcased not only in Brazil's ambitious
pledges through multilateral forums (that
is, tripling renewable energy capacity by
2030), but also in concrete renewable energy
investments outlined in Petrobras’ five-year
business plan.”

Emanuel Simon, director at S&P
Global Commodity Insights:
“Last year marked a historical
record for capacity additions
in the Brazilian power sector, with over 10
GW of new projects connected to the grid.
Both wind and solar photovoltaic (PV) also
experienced unprecedented growth in the
same year, adding nearly five GW and four
GW of new generation capacity, respectively.
Notably, these figures do not encompass the
expansion of distributed generation from so-
lar PV, which contributed with approximately
7.5 GW. As Brazil approaches 200 GW of
installed capacity in 2024, solar PV and wind
are poised to consolidate their roles in the

power mix, particularly driven by projects

in the free market. Measures introduced by
the Brazilian government (MME 50/2022),
allowing all high-voltage consumers to inde-
pendently procure their own power needs,
and the potential approval of the power
reform bill (PL 414/2021), could increase
the share of the free market from nearly 40
percent to more than 60 percent by 2030.
Despite the favorable prospects for both
technologies, new investment decisions in
the short term will continue to be challenged
by the current environment of low prices in
the free market. Additionally, maintaining the
momentum of renewables in the mid to long
term will necessitate growing investments
in transmission infrastructure. In the next
five years, the export limits of the Northeast
to the Southeast regions will expand by
more than 36 percent compared with the
current interconnection capacity, but further
investments will be required across the

four submarkets in Brazil. The expansion of
the renewables fleet will create investment
opportunities not only for transmission, but
also for flexible and dispatchable sources of
energy in the future.”

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