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Mexico’s Pemex?

. S 2
Academic Victor Rodriguez was tapped in August as the next CEO of Mexican state oil compa-
ny Pemex. // File Photo: National Autonomous University of Mexico.

Mexican President-elect Claudia Sheinbaum on Aug. 26
tapped Victor Rodriguez, an academic from the National
Autonomous University of Mexico, to be the next CEO of
state oil company Pemex. With a debt of $100 billion, Pemex
is the world’s most indebted energy company. What reasons were behind
Sheinbaum’s selection of Rodriguez, and what will he bring to the role?
What does his appointment say about Sheinbaum’s plans for the state
oil company? How likely is Rodriguez to help develop renewables and
alternative forms of energy?

Larry B. Pascal and Carlos Alva, members of the Internation-
al Practice Group at Haynes and Boone: “Given the chal-
lenges that Pemex faces, the Sheinbaum administration was
seeking somebody that it was familiar with, who shares the
same energy policy outlook and who enjoys the confidence of the Presi-
dent-elect. Victor Rodriguez fills these requirements, as he is a professor
of energy engineering at the UNAM who has published papers on energy
issues with President-elect Sheinbaum. The appointment suggests the
president-elect was seeking a person of confidence to manage Mexico's
largest state-owned company. Rodriguez will seek to improve Pemex's
operations, maintain its current oil production at 1.8 million barrels per
day and strengthen the national refining system. He presumably will seek
to send a message abroad of stability so as to improve Pemex’s credit
rating and financial condition. At the same time, it is unclear whether he
will seek an important liberalization in the oil and gas sector, given prior

Continued on page 3

Argentina’s government is expect-
ing energy-sector investments of
$15 billion next year and $16.5
billion by 2026, said Energy Secre-
tary Eduardo Rodriguez Chirillo.
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Brazil’s Petrobras
Accelerating Plan
for Fertilizers

Brazilian state oil company
Petrobras is speeding up its plans
to re-enter the fertilizer industry
amid a booming agricultural sec-
tor in the South American country.
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Colombian Gov’t
Softens Diesel
Price Hike

After Protests

Colombian President Gustavo
Petro’s government agreed to hike
diesel prices less than planned
following protests by truck
drivers.

Page 2

Petro // File Photo: Colombian
Government.
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OIL & GAS NEWS

Colombian Gov’'t
Softens Diesel Price
Hike After Protests

Colombia’s government has agreed to hike
diesel fuel prices less than planned following
protests by truck drivers, Reuters reported
Sept. 6. In an effort to phase out subsidies, the
government had sought to increase the price
of diesel by 1,904 pesos (45 U.S. cents) per
gallon beginning this month. However, its deal
with truck drivers will lead prices to increase by
just 800 pesos in two increments over the rest
of this year, Reuters reported. “After several
days of dialogue, the government has signed

a commitment with the transport bases to lift
the strike,” the transportation ministry said

in a statement posted on social media site

X. Government subsidies had kept the price

of diesel at 9,065 pesos ($2.16) per gallon

on average over the past five years. Howev-

er, President Gustavo Petro’s government is
attempting to remove the subsidies, which
Finance Minister Ricardo Bonilla said cost the
government approximately 12 trillion pesos
(52.87 billion) annually. The government has
said the price of diesel in Colombia should be
brought more in line with international prices
in order to free up money for social initiatives.
In the protests, truck drivers blocked several
roads heading into Bogota. The city’s mayor
said some 800 trucks had blocked key parts of
the capital, Bloomberg News reported. Protests
also occurred in provinces including Antioquia
and Santander.

Argentina Expecting
$16.5 Bn in Eneregy
Investments by 2026

Argentina’s government is anticipating invest-
ments in the country’s energy sector to reach
$15 billion next year and $16.5 billion by 2026,
Energy Secretary Eduardo Rodriguez Chirillo
said Tuesday, Reuters reported. The invest-

ments are attributable to the government's
deregulation of the market, as well as from the
country’s RIGI investment promotion regime,
which include funds ranging from $2 billion to
$2.5 billion per year, Rodriguez said. President
Javier Milei has promoted a series of reforms
through an omnibus bill that limits the state’s
involvement in the economy, including those
that facilitate energy exports and access to
foreign currency, as well as the deregulation of
local prices. Juan Cruz Diaz, managing director
of Cefeidas Group, and Macarena Michienzi,
the group’s chief specialist, told the weekly
Energy Advisor in a Q&A published July 5 that
Milei's omnibus bill aimed “to eliminate gov-
ernment intervention in the market, allowing oil
and gas companies to freely sell their products
both domestically and abroad.” They added,
“The bill also introduces a promotion regime to
improve fiscal and foreign exchange conditions
and ensure stability for investments over $200
million. This is expected to provide the private
sector with predictability regarding operations
and profits, and also generate further business
opportunities.”

Brazil’s Petrobras
Accelerating Plans
for Fertilizers

Brazilian state oil company Petrobras is speed-
ing up its plans to re-enter the fertilizer industry
amid a booming agricultural sector in the South
American country, Bloomberg News reported
Sept. 6, citing unnamed people familiar with
the matter. The company'’s initiatives in the
area of fertilizers include the development of
innovative technologies and the assessment of
an investment worth $800 million to complete
a facility known as UFN-IlI, the sources told the
news service. Work on the plant was halted in
2014 when about 80 percent of it was complet-
ed. Petrobras previously produced fertilizers
but exited the sector in 2018 during the govern-
ment of then-President Jair Bolsonaro. Current
President Luiz Inacio Lula da Silva is seeking to
rebuild Brazil's domestic fertilizer industry after
the war in Ukraine disrupted imports of fertil-
izers, Bloomberg News reported. The country

NEWS BRIEFS

Two Pemex Workers
Killed in Refinery Fire
in OQaxaca State

Two Pemex workers were killed and anoth-

er one was injured after a fire broke out on
Saturday at Salina Cruz refinery, the largest
domestic refinery owned and operated by the
Mexican state oil company, a Pemex official
said Monday, Reuters reported. The fire at the
refinery, located in Oaxaca state, was caused
after drains filled with oil waste overflowed into
walkways after a storm. Work at the distillation
plant as well as at a gasoline plant have been
put on pause.

Brazil’s Brava Energia
Halts Operations at Field
Amid Regulator’s Request

Brazil's Brava Energia has halted production at
its Papa Terra oil field in the offshore Campos
basin following a request from the country’s
oil regulator for information about its platform
operating systems, Offshore Energy reported
Monday. The National Agency of Petroleum,
Natural Gas and Biofuels or ANP had made the
request, and production was reportedly halted
on Sept. 4. Production at the field was previ-
ously halted for maintenance but was restarted
on Aug. 29.

AES Andes Seeking
Permits for Three
New Projects in Chile

Santiago-based utility company AES Andes
announced on Sept. 6 that it is seeking permits
for three new solar photovoltaic projects for
environmental evaluation in Chile, Renewables
Now reported. The total projected investment
of the three mega projects could be worth $3
billion if the company receives the permits. The
company hopes to increase energy storage,
and battery energy storage systems are a
major part of the three proposals.
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relies on fertilizer imports for its agricultural
sector. The amount that Petrobras plans to
invest in the fertilizer sector is expected to be
outlined in the company’s 2025-2029 spending
plan, which is expected to be released in No-
vember. Petrobras currently has four fertilizer
plans, none of which are currently operating,
Together, the facilities can supply 35 percent
of Brazil's need for urea, which is among its
most-used fertilizers. Last month, Petrobras
announced that operations at its Araucaria fer-
tilizer unit would restart, likely by next May. The
company is also in negotiations with Unigel, a
fertilizer manufacturer, about two nitrogenous
units that it leases in Bahia and Sergipe states,
Bloomberg News reported. Petrobras is also
seeking new innovations, such as methods

for producing green ammonia. Additionally,
last Frday, it announced that it was entering a
new partnership with Embrapa, a Brazil-based
agricultural research company, for research

on renewable raw materials in order to pro-
duce low-carbon products, the news service
reported. “Diversity and sustainable access to
raw materials, quality and adequate costs are
essential to the success of those initiatives,
such as biofuels,” Petrobras CEO Magda Cham-
briard said Friday in a statement. “Furthermore,
the company is interested in offering fertilizing
products to boost availability in the domestic
market and meet the targets of the National
Fertilizer Plan,” she added.

U.S. Gov’'t Considers
Involvement in
Case Over YPF Stake

The U.S. government is considering involve-
ment in a dispute over whether Argentina must
relinquish its 51 percent stake in oil producer
YPF following a $16.1 billion judgment against
the company, Reuters reported Monday. The
U.S. Department of Justice said in a letter
filed with the U.S. District Court in Manhattan
that it is “actively considering” the filing of

a statement of interest in the matter. Such a
statement is issued when a case involves U.S.
sovereign interests. Argentina's government is
appealing a U.S. District Court judgment last

FEATURED Q&A / Continued from page 1

statements emphasizing the importance of
maintaining national energy sovereignty pol-
icy. However, he has stated that there will be
private sector participation in the upstream
sector, although it is unclear what his role
will be. Pemex will continue to focus its ac-
tivities on the oil and gas sector, but, under
the new management, there is an expecta-
tion that there will be an opening for renew-
able energy projects, including offshore wind
energy which could assist with the country’s
energy transition. However, it has not been
defined yet if the next government contem-
plates seeking extensive foreign investment
in the renewable sector.”

Duncan Wood, president and
CEO of the Pacific Council on
International Policy: “Victor
Rodriguez Padilla will take over
the leadership of a Pemex that is teetering
on the brink of financial collapse. Years of
mismanagement by successive Mexican
administrations has led to a collapse in
production, unnecessary and inflated invest-
ments, corruption and sclerosis, massive
labor liabilities and the highest debt of any
oil company in the world. He will bring a
strongly nationalist managerial approach
rooted in the ‘glory days’ of the company in
the 1980s and 1990s. His appointment is
further evidence of the far-left tendencies
of the Sheinbaum administration and that
return to the priorities of the 2013 energy
opening remain extremely distant. Rodriguez
Padilla has studied the Mexican energy
sector for decades and has been one of the
most important analysts on the left, and he
clearly understands the challenges facing

September, which awarded two investors $16.1
billion stemming from Argentina’s seizure in
2012 of a 51 percent stake in YPF that had
been held by Spain’s Repsol. In the seizure,
Argentina did not tender for minority investors’
shares, Reuters reported. Burford Capital,
which funded the litigation, is expected to
receive 35 percent of any damages awarded

the sector. He has long been a critic of the
opening of Mexico's energy sector and is
likely to adhere to a highly nationalistic,
government-centric approach. As far back
as the Fox and Calderon administrations,

he argued that the Pemex monopoly should
be maintained, that the nationalization of
the hydrocarbons sector had been the right
thing to do and that to reverse it would be a
betrayal of the Mexican people. In the past,
he has shown a preference for increasing oil
production; that will put him in an interesting
position vis-a-vis the ideology of the Fourth
Transformation under AMLO and Sheinbaum,
where lower oil production has not only been
accepted but even encouraged as oil exports
came to be seen as a betrayal of energy sov-
ereignty. How he navigates this tension will
in part determine his success. It will require
a superhuman effort to effectively address
Pemex’s problems and it is unlikely that the
new government will give him the resources
to doso.”

Diego Marroquin Bitar, inaugural
Bersin-Foster North America
Scholar at the Wilson Center:
“In a landscape filled with
investment red flags, Sheinbaum'’s pick for
Pemex stands out. A seasoned technocrat
with a long academic career, Rodriguez has
pledged to stabilize crude production at
around 1.8 million barrels per day (bpd)—up
from 1.5 bpd now—while pushing for the
state-owned company to meet new energy
demand through renewables like solar and
offshore wind. Balancing these goals will be
challenging, given the low appetite from pri-
vate investors for public-private partnerships

Continued on page 6

to one of the investors and 73 percent of any
damages awarded to the other. In April, Burford
asked U.S. District Judge Loretta Preska to
force Argentina’s government to cede the 51
percent stake in YPF to help satisfy her earlier
ruling. The Justice Department said it will know
by the day after the U.S. presidential election

in November whether it will get involved in the

COPYRIGHT © 2024, INTER-AMERICAN DIALOGUE



LATIN AMERICA ENERGY ADVISOR

September 13, 2024

case and asked her to hold off on any ruling
until then. It is unclear what position the United
States may take on the case, the Buenos Aires
Times reported.

POLITICAL NEWS

Former Peruvian
President Alberto
FFujimori Dies at 86

Former Peruvian President Alberto Fujimori,
who was credited with stabilizing the country’s
economy during his decade in office from

1990 to 2000 but who resigned in disgrace and
was later jailed for human rights abuses, died
Wednesday at age 86. His daughter Keiko Fuji-
mori, a former lawmaker, made the announce-
ment in a posting on social media site X. “After
a long battle with cancer, our father, Alberto
Fujimori, has just departed to meet the Lord.
We ask those who loved him to accompany us
with a prayer for the eternal rest of his soul,”
she said in the post, which was signed by the
former president’s three other children. Alberto
Fujimori announced in May that he had been
diagnosed with a malignant tumor, CNN report-
ed. Close colleagues had visited him earlier in
the day on Wednesday, Reuters reported. The
son of Japanese immigrants to Peru, Fujimori
rose from obscurity and defeated Nobel Prize
winning author Mario Vargas Llosa to become
the South American country’s president in
1990. His government ended a period of hyper-
inflation, privatized several state-run compa-
nies and cut tariffs, which for a time made Peru
one of Latin America’s most stable economies,
Reuters reported. During Fujimori's presidency,
the leader of the Shining Path Maoist rebel in-
surgency, Abimael Guzman, was captured in a
blow to the rebel group that had seemed on the
verge of toppling the government in the 1980s.
Guzman died in prison in 2021. However, critics
saw Fujimori as an autocrat when he used the
military to close Congress in 1992 and then
redrafted the constitution in his efforts to push
anti-terrorism laws and free-market reforms.
Several corruption scandals erupted during his
rule and shortly after winning a third term in

ADVISOR Q&A

What Does Gonzalez’s

Exile Mean for Venezuela?

Venezuela's opposition pres-
idential candidate, Edmundo
Gonzalez, fled to Spain on
Sunday. The European nation
granted him asylum after a judge in Vene-
zuela issued a warrant for his arrest days
earlier. The warrant followed the govern-
ment’s arrests of more than 2,400 people

since Venezuela's disputed July 28 election.

What does Gonzalez's exile mean for the
opposition? What options remain for the
opposition as it continues to challenge the
official results? What are the chances that
the international community can help bring
about a resolution?

Cynthia Arnson, distinguished
fellow at the Wilson Center and
adjunct professor at the Johns
Hopkins University’s School of
Advanced International Studies: “In light
of the vicious post-election repression
unleashed by the Maduro government, it is
difficult to fault Edmundo Gonzélez for leav-
ing Venezuela: the trumped-up charges filed
against him were undoubtedly designed to
produce exactly that outcome. That said, his

departure is a significant blow to the opposi-

tion, now deprived of the man who credibly
beat Maduro by a two-to-one margin. After
opting for an electoral strategy following
years of abstention, the opposition will be
hard-pressed to mobilize its supporters for
the gubernatorial and legislative elections
that take place next year. Opposition pow-
erhouse Maria Corina Machado remains in
hiding within Venezuela. However, she will

2000, videos emerged of his intelligence chief
and top advisor Vladimiro Montesinos bribing
politicians. Fujimori fled to Japan and sent his
resignation to Lima by fax. Montesinos was
later captured, convicted and jailed. Accusa-

be forced into an increasingly risky cat-and-
mouse game with the regime, appearing
often enough to lift the spirits of a frustrat-
ed, even embittered, electorate, while herself
evading arrest. The international community,
especially the United States, must play the
long game. The legitimate desire to punish
the regime for its massive electoral fraud
must be balanced against the likely effects
of further tightening economic sanctions—
most importantly, the deepening of Venezu-
ela’s dependency on Russia, China, Iran and
other authoritarian regimes for its economic
survival. Additional individual sanctions,
which press reports indicate are in prepa-
ration, must target electoral, military and
National Guard officials involved in fraud, hu-
man rights violations and corruption. More
importantly, the United States and regional
governments must do far more to crack
down on illicit narcotics and gold trafficking
from Venezuela that enrich the country’s cor-
rupt leadership and destabilize Venezuela's
neighbors. Such moves could begin to create
fissures within the military, without which a
transition scenario is unlikely. In addition,
the United States, regional democracies and
international human rights bodies should
continue to exert strong pressure on human
rights issues, aimed especially at freeing
political prisoners.”

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

tions emerged that Fujimori had used death
squads against the Shining Path. Fujimori

was safe in Japan as he had dual Japanese
and Peruvian citizenship, and Japan does not
extradite citizens, Reuters reported. Many were
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Spain’s Sanchez Meets
With Exiled Venezuelan
Opposition Candidate

Spanish Prime Minister Pedro Sdnchez met
Thursday in Madrid with exiled Venezuelan
opposition candidate Edmundo Gonzalez,

four days after Gonzélez fled to Spain, the
Associated Press reported. Gonzalez, whom
authorities in Venezuela had sought to arrest,
left the South American country following a ne-
gotiated deal with President Nicolds Maduro's
government. His exile came just over a month
after Venezuela's disputed election. Spain wel-
comed Gonzaélez as a sign of its “humanitarian
commitment and solidarity with Venezuelans,’
Sénchez said in a post on social media site X.

Chile’s Boric Vows to Seek
Repeal of Amnesty Law

Chilean President Gabriel Boric announced
Wednesday that he plans to push for the repeal
of an amnesty law that for years has prevented
the investigation of crimes against humanity
perpetrated during the dictatorship era of

Gen. Augusto Pinochet, the Associated Press
reported. Boric vowed to seek the amnesty’s
repeal during a speech commemorating the
51st anniversary of Pinochet’s 1973 coup.

“We renew our commitment to democracy

and human rights, always, in our country and
everywhere in the world,” said Boric.

Nicaragua Strips
Citizenship From 135
Freed Political Prisoners

Nicaragua’s government said on Tuesday that
it was revoking the citizenship of 135 people
who were freed from prison and were being ex-
pelled to Guatemala and eventually sent to the
United States, the Associated Press reported.
The government is also seizing their property
and assets, according to the announcement,
which was made through a press release from
the Supreme Court of Justice.

surprised when he decided to return to Peru in
2005 in an apparent attempt to seek forgive-
ness and return to politics. However, he was
detained in Chile during a layover, extradited to
Peru in 2007 and then convicted and sentenced
in 2009 to 25 years in prison for authorizing

a death squad that killed civilians. He was
eventually convicted in four different criminal
trials on charges including authorizing illegal
wiretaps and bribing politicians and journalists,
CNN reported. Then-President Pedro Pablo
Kuczynski pardoned him on medical grounds in
2017 saying Fujimori was suffering from “a pro-
gressive, degenerative and incurable disease.”
The pardon sparked protests, the top consti-
tutional court overturned it, and Fujimori was
returned to prison in 2019. The court restored
the pardon last December as Fujimori had been
ailing with hypertension, stomach ulcers and
tongue cancer, Reuters reported.

Mexico’s Senate
Approves Sweeping
Judicial Overhaul

Mexico's Senate on Wednesday approved Presi-
dent Andrés Manuel Lépez Obrador’s sweeping
and controversial judicial overhaul, a reform
that he says will increase accountability of the
judiciary but that critics say will put the judicia-
ry in the hands of the president’s ruling Morena
party, the Associated Press reported. Senators
approved the overhaul, which requires judges,
including supreme court justices, to stand for
election rather than be appointed, at the end

of a marathon session that lasted 12 hours,
Reuters reported. The Senate held two votes
on the measure, each time with a result of
86-41. Senators were forced to suspend debate
after protesters broke down the doors of the
chamber and forced their way in, CNN report-
ed. Video showed protesters banging on the
Senate’s doors, with others waving the Mexican
flag from the chamber’s gallery. At least one
person was injured, CNN reported. “It's a sad
day for Mexico," said Senator Alejandro More-
no, the president of the opposition PRI party,
Reuters reported. The overhaul “was approved
in the Senate via the worst tricks and under
unimaginable pressures and coercions,” he

added. In addition to requiring more than 6,500
judges and magistrates to stand for election,
the changes reduce the size of the supreme
court to nine justices from 11 and shorten the
length of their terms to 12 years. They also
eliminate the requirement that justices be at
least 35 years old and cuts in half the required
work experience to five years, Reuters reported.
Tamara Taraciuk Broner, director of the Peter D.
Bell Rule of Law Program at the Inter-American
Dialogue, told the daily Latin America Advisor
that requiring judges to stand for election will
politicize the justice system. “While interna-
tional standards state that judges’ selection
should be free from political interference, these
measures politicize decisions, as judges would
be more interested in responding to their voting
constituencies than in adopting rulings based
on law,” she said in a Q&A published May 28.
However, Arturo Zaldivar, coordinator at Didlo-
gos por la Transformacion, a group advising
President-elect Claudia Sheinbaum, who takes
office Oct. 1, told the Advisor in the same issue
that the reform a “starting point for discussion
and dialogue” about needed judicial changes

in Mexico. “The judicial reform provides for ac-
countability mechanisms for judges regarding
the obligations they have toward citizens, in
order to combat corruption, cronyism, networks
of influence and impunity,” he said.

Argentina’s Milei
Defeats Attempt to
Increase Pensions

Argentina's Congress on Wednesday failed

to override President Javier Milei’s veto of a
measure that would have increased spending
on pensions, the Financial Times reported. Leg-
islators in the lower chamber voted 153-87 to
override the veto, falling short of the two-thirds
majority needed. Milei had said increasing
pensions, which supporters had backed
because of Argentina’s high inflation, would
have harmed his plans to reduce inflation and
eliminate the country’'s deficit, the Financial
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and ongoing USMCA consultations over
Mexico's energy policies. Still, Rodriguez's
appointment is likely to improve coordina-
tion between Pemex, the finance and energy
ministries and enhance dialogue with the
private sector. This could open opportunities
for Pemex to expand and clean Mexico's
energy matrix. However, Pemex's ballooning
debt—comparable to Venezuela's GDP—
along with massive public cash injections,
recent accidents and persistent methane
emissions, will continue to deter investors.
Whether Pemex can clean up its act under
Rodriguez ultimately depends on Shein-
baum'’s broader vision: will Mexico remain
integral to North America or shift toward
nationalism and protectionism? If the latter,
incentives to boost energy production and
attract the private sector investment needed
for renewable generation will dwindle.”

Adrian Duhalt, research scholar
at Columbia University's Center
on Global Energy Policy: “The
appointment of Victor Rodriguez
as CEO of Pemex is a promising develop-
ment in many respects. A professional
with a deep understanding of the energy
sector, particularly the hydrocarbon value
chain, he brings a wealth of knowledge to
the role and a sense of awareness of the
challenges that require attention and of the
areas of opportunity that could be pursued
in the years ahead. In the early years of the
oncoming administration, we all know that

Pemex will be under great financial pressure,
which means that one of the major challeng-
es of the new CEO will be to deal with the
company's debt, though he will not be facing
it alone. President-elect Claudia Sheinbaum
is expected to offer continued support to
Pemex, acknowledging the strategic role
Pemex plays in Mexico's economy. Mexico's

‘ The decisions made
within the next couple
of years will be pivotal
in shaping Pemex's
long-term viability
and success..."
— Adrian Duhalt

incoming government understands that sig-
nificant capital will be required to maintain
and expand operations, including oil and gas
exploration and production, infrastructure
development, refining and new ventures.
Balancing these investment needs with debt
obligations will be a formidable undertaking.
The decisions made within the next couple
of years will be pivotal in shaping Pemex’s
long-term viability and success, making this
period a crucial one for the company’s pros-
pects during the rest of the decade.”

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