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FEATURED Q&A

What’s Ahead for
Venezuela’s Oil
and Gas Sector?

Venezuelan oil exports surged in 2024 as state-run PDVSA and its subsidiaries were able to
boost crude output. A PDVSA oil refinery in northern Venezuela is pictured. // File Photo:
Venezuelan Government.

Venezuelan oil exports rose by more than 50 percent
year-on-year in November, with the most significant growth
coming from Asian buyers of Orinoco crude, Reuters report-
ed. What's behind Venezuela's re-awakened oil sector, and
for how long can state oil company PDVSA and its affiliates continue
to increase hydrocarbon revenues? How likely is the incoming admin-
istration of President-elect Donald Trump to reimpose sanctions that
substantially hamper Venezuela's oil sector? What is the near to medi-
um-term outlook for the safety of multinational companies’ investments
in Venezuela’s oil sector?

Juan Pablo Fuentes, assistant director and economist at

Moody's Analytics: “Venezuela's crude oil production has

gradually recovered in recent years, with output rising to

an estimated average of 850,000 barrels per day (bpd) in
2024, the highest level since 2018. This recovery was aided by the Biden
administration’s temporary easing of oil sanctions imposed in 2017. Even
before formally relaxing restrictions in 2023, the Biden administration did
not fully enforce oil sanctions, enabling the Maduro regime to increase oil
sales to markets such as China, Iran, and Tiirkiye. The easing of sanctions
in 2023 allowed Venezuelan oil exports to the U.S. market to resume, with
exports reaching 311,000 bpd in July 2024, the highest level since 2018.
However, following Maduro's re-election in July, the Biden administration
re-imposed some sanctions, but this did not significantly hurt Venezuela's
oil output. Yet, the situation will change with the inauguration of the new

Continued on page 3
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Puerto Rico Power
Grid Collapses on
New Year’s Eve

A faulty transmission line caused
a major blackout that affected
nearly 90 percent of utility cus-
tomers in Puerto Rico on Tuesday,
according to the island’s private
utility provider.
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Shell Joins YPF
in Argentina
LNG Venture

0il major Shell will replace Petro-
nas as Argentine state-run YPF's
primary partner in the country’s
first commercial-scale liquefied
natural gas project, the companies
announced last month.
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Uruguayan State
Oil Company
Chief to Resign

Alejandro Stipanicic, the president
of ANCAP, Uruguay'’s state-run
energy oil and gas company, will
resign his post before incoming
President-elect Yamandu Orsi
assumes office on March 1.
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POWER SECTOR NEWS

Puerto Rico Power
Grid Collapses on
New Year’s Eve

Around 1.3 million utility customers in Puerto
Rico lost power on New Year's Eve after a
faulty transmission line caused a system-wide
blackout, Reuters reported. The outage began
on Tuesday morning, affecting 90 percent of
Puerto Rico's 1.4 million individual electricity
customers. The malfunctioning transmission
line forced a grid-wide reset, which took 48
hours to implement, The New York Times
reported. Luma Energy, the private utility firm
that has operated Puerto Rico's electrical

grid since 2021, said that regular service had
been restored to 99 percent of customers hy
Thursday morning, according to the company’s
disaster response dashboard. 52 percent of
electrical customers in Puerto Rico remained
without power by midnight on Tuesday, which
dampened New Year's Eve celebrations across
the island, The New York Times reported. Luma
must “keep the people duly informed about the
measures they are taking to restore service
throughout the island,” Puerto Rico Governor
Pedro Pierluisi said Tuesday in a post to Face-
book. Puerto Rico has experienced relatively
frequent power blackouts since Hurricane
Maria made impact and damaged power infra-
structure in September of 2017, the newspaper
reported. The New Year's Eve blackout was
Puerto Rico’'s most severe outage of 2024,
following blackouts in June and August that
left roughly 350,000 and 700,000 customers
without power, respectively, according to The
New York Times. The island’s energy grid is
highly dependent on fossil fuels—oil- and gas-
fired plants accounted for 93 percent of elec-
tricity generation in 2022, according to data
from the U.S. Energy Information Administra-
tion—yielding a centralized power system that
is vulnerable to a single interruption. Puerto
Rico's legislature has mandated that the island
reach 100 percent renewable power generation
by 2050, a target that it plans to reach primarily
with utility and community solar energy.

OIL & GAS NEWS

Shell Joins Liquefied
Natural Gas Venture
With Argentina’s YPF

Shell has signed an agreement to become the
primary partner of Argentine state-run YPF

in the first phase of the Argentina liquefied
natural gas (LNG) project, the CEOs of the two
companies jointly announced at an event in The
Hague on Dec. 19, Bloomberg News reported.
The move means Shell will replace Malaysia's
Petronas as YPF's partner in the venture, which
aims to become the first LNG export venture
accessible to gas producers in Argentina’s
rapidly expanding Vaca Muerta shale field in
northern Patagonia, YPF confirmed on Dec.
19. “Shell's knowledge and experience will be
instrumental in helping position Argentina as a
reliable and competitive global energy provid-
er” YPF CEO Horacio Marin said a statement.
The partnership agreement does not represent
a firm commitment from Shell to invest in the
project, Bloomberg News reported. Billions of
dollars in forthcoming investment is expected
to materialize in the coming years for the Ar-
gentina LNG project, which includes dedicated
production blocks in Vaca Muerta and pipe-
lines connecting a liquefaction terminal along
the Atlantic coast with the interior, according to
YPF’s statement. The first phase of the project
aims to produce 10 million tons of LNG per
year. YPF previously committed to launching
large-scale LNG exports by 2027, Bloomberg
News reported. [Editor’s note: See related Q&A
in the Dec. 13 issue of the Energy Advisor.]

Occidental Receives
License for Colombia
Deep-Water Project

ANLA, Colombia’s environmental licensing
agency, on Dec. 20 announced that it has
granted a license to a subsidiary of U.S.-based
Occidental Petroleum, Reuters reported. The
license allows the company to proceed with

NEWS BRIEFS

Mexican Finance Ministry
Helping Pemex Pay Debts
to Suppliers: Sheinbaum

Mexican President Claudia Sheinbaum said
Dec. 23 that the country’s finance ministry is
helping state-run oil company Pemex repay its
debt to various suppliers, Reuters reported.

In November, a group of oilfield suppliers de-
manded Pemex settle $5.1 billion in outstand-
ing debts, Reuters reported. “Nobody will be
without receiving a payment,” Sheinbaum told
reporters regarding the oil suppliers’ demand.
Sheinbaum said that the finance ministry will
work with Pemex over the next three months to
reduce its debt burden, according to the wire
service.

Eramet Begins Lithium
Production at Mine in
Argentina’s Salta Province

French mining firm Eramet has begun com-
mercial-scale lithium production using direct
extraction technology at its Centenario mine
in Argentina’s Salta province, the company an-
nounced late last month, PV Magazine report-
ed. The mine will initially produce 24,000 tons
per year of battery-grade lithium, and could
eventually expand to 75,000 tons per year.

Venezuelan Economy Grew
Nine Percent in 2024, With
Oil Driving Growth

Venezuelan President Nicolds Maduro said in
an interview on state television Wednesday
that his nation's gross domestic product grew
by more than 9 percent in 2024, relative to the
year before, after posting 5.5 percent growth in
2023, Reuters reported. Maduro said that rising
hydrocarbon revenues and individual consump-
tion drove Venezuela's economy in 2024. The
increasingly isolated state saw its monthly oil
export totals nearly double from the end of
2023 to the end of 2024, Reuters reported.
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exploring for oil and gas resources in an
offshore deep-water block along Colombia’s
northeastern Caribbean coastline, according
to the wire service. Occidental’s project had
been suspended in October due to inadequate
permits, Infobae reported. “This project,
subject to control by the ANLA to demand high
environmental standards, is of strategic impor-
tance for the country, seeking to increase gas
reserves that will guarantee energy self-suf-
ficiency for several more years and mitigate

a possible gas shortage in the near future,”
ANLA general director Rodrigo Negrete Montes
said in a statement on Dec. 20. New oil and
gas exploration ventures have been limited in
Colombia in recent years, leading to declining
domestic hydrocarbon production levels that
have increasingly fallen behind domestic con-
sumption since 2022, Bloomberg News report-
ed. Colombia’s shortfall of natural gas supply
is expected to widen from 7 percent of demand
in 2025 to 16 percent in 2026, as new oil and
gas production ventures, including Occidental’s
offshore project, take time to come online, the
news service reported.

Head of Uruguay’s
State Oil Company
to Step Down

Alejandro Stipanicic, the president of ANCAP,
Uruguay’s state-run energy oil and gas compa-
ny, will resign his post before incoming Uru-
guayan President-elect Yamandd Orsi assumes
office on March 1, Stipanicic announced Dec.
19 in a statement on LinkedIn. The resignation
came amid a disagreement between Stipanicic
and the government of outgoing President

Luis Lacalle Pou over ANCAP's role in a green
hydrogen venture, with Stipanicic advocating
for ANCAP’s continued involvement in the
project and energy ministry officials advocating
for ANCAP to end its involvement in the green
hydrogen industry, Infobae reported. “I think it
is healthy to be able to close cycles when they
come to an end and make way for the neces-
sary renewals,” Stipanicic said in his state-
ment. Stipanicic, who first assumed ANCAP’s
presidency in March 2020 after being

FEATURED Q&A / Continued from page 1

Trump administration in January. During his
first term, from 2017 to 2020, Trump imple-
mented strict sanctions that contributed to
the decline of Venezuela's oil production
from 2 million bpd in 2016 to 500,000 bpd in
2020. However, there is uncertainty regard-
ing future policies, as Trump'’s priorities have

‘ The nomination of
Marco Rubio for secre-
tary of state suggests
a potential hard-line
approach...”

— Juan Pablo Fuentes

changed. One possibility involves Trump
negotiating with Maduro for the deportation
of Venezuelans living in the U.S. in exchange
for sanctions relief. Alternatively, the admin-
istration might adopt a hard-line stance, sim-
ilar to Trump'’s first term, which would reduce
oil output. The nomination of Marco Rubio
for secretary of state suggests a potential
hard-line approach, although this might put
the assets of multinational oil companies
operating in Venezuela at risk.”

Asdrubal Oliveros, director of
Ecoanalitica: “The increase of
more than 50 percent in Vene-
zuela's oil exports in November
2024, with Asia leading the demand for
crude oil, reflects several factors that have

appointed by Lacalle Pou, said that the incom-
ing Frente Amplio administration must now
undertake “the transformation necessary for
the company to not only adapt, but to contin-
ue leading the energy transition in Uruguay.”
Orsi, who won the November general election
against Lacalle Pou’s endorsed candidate, has
not yet named a replacement for Stipanicic

as head of Uruguay’s largest upstream oil and
gas firm, Infobae reported. [Editor’s note: See
related Q&A in the Nov. 26 issue of the daily
Latin America Advisor.]

contributed to the recovery of the Venezue-
lan oil sector. Despite this growth, it faces
challenges in its medium-term sustainability,
which is in doubt. Firstly, the increase in
demand in Asia, which represents almost 48
percent of exports, while Western markets
are recovering—today they account for
nearly 45 percent of total exports, when a
year ago they were around 30 percent—con-
tributes to the increase in export figures.
This increase in exports is also explained by
higher revenues due to an average improve-
ment in the price of Venezuelan oil, which
has reached a closing price of 70 dollars
per barrel. In both cases, it is clear that the
changes have been promoted by the partial
relaxation of sanctions applied by the Biden
administration under License 44 in October
2023—not renewed in April of this year, but
granted in the form of individual licenses to
the main foreign companies since then—has
allowed the local oil industry to carry out
transactions with fewer intermediaries,
charging for crude oil at a better price and
recovering part of its operational capacity,
with the support of the B partners in the
joint ventures. However, the medium-term
difficulties lie in the dependence on U.S.
licenses that the sector has to grow or
maintain current levels. With the return of
Donald Trump to the White House, there are
concerns about a possible reinstatement

or intensification of sanctions against the
Venezuelan oil sector, a growing risk after
his statements in recent weeks.”

Continued on page 6

Peruvian Gov’t
Declares Emergency
After Oil Spill

Peru’s government on Dec. 26 declared an
environmental emergency in an area along its
northern coast after an oil spill occurred at
an oil terminal operated by state-run oil firm
Petroperu, Reuters reported. The accident
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happened on Dec. 21 when a vessel maneu-
vered improperly while preparing to dock at

the Talara oil refinery, which is located around
50 miles away from Peru’s northern border
with Ecuador. At least 10,000 square meters of
surface ocean water, as well as seven beaches,
were affected by the oil spill, according to a
statement from Peru's environmental watchdog
agency. The state of emergency will last for

90 days as mitigation and cleanup efforts con-
tinue; Petroperu did not disclose exactly how
much oil was spilled, nor the extent to which
operations will continue as normal at the Talara
refinery under the state of emergency, Reuters
reported. Local authorities said that the oil

spill has affected local wildlife and prevented
fishermen in the area from working, the wire
service reported.

RENEWABLES NEWS

PowerChina to Build
530-MW Solar Plant
in Western Panama

Chinese state-owned enterprise PowerChina
on Dec. 25 announced that it has agreed to
construct a 530-megawatt-capacity solar
energy project in Panama, news site PV
Magazine reported. PowerChina will assemble
solar modules and transmission lines and
manage the commissioning process for the
project, which is operated by Panamanian firm
Sajalices Energy. The solar park will be built in
the municipality of Cermefio, located roughly
25 miles to the southwest of Panama City.
PowerChina did not disclose details regarding
the project’s construction timeline or expected
capital requirements. The agreement to build a
utility-scale solar project in Panama “marks an-
other important achievement in PowerChina’s
deepening Latin American market presence
and its implementation of the Belt and Road
Initiative,” PowerChina general manager Zhang
Guolai said Dec. 25 in a company statement.
“Both sides will cooperate sincerely and jointly
to make the photovoltaic project a model for
China-Panama renewable energy cooperation,”
Chinese embassy counselor Zhou Quan added

ADVISOR Q&A

Can the European Union and Mercosur
Finalize Their Trade Deal?

The European Union, along with

Argentina, Brazil, Paraguay

and Uruguay, the four founding

members of South America’s
Mercosur bloc, reached an agreement in
principle on Dec. 6 on a new free trade
agreement that includes nearly 25 percent
of the world’s economic output. The deal is
the largest agreement ever signed by either
the European Union or Mercosur. What are
the most important details of the new deal
and what would its ratification entail for the
European and South American countries
involved? How likely is it to be ratified by
both Mercosur and E.U. members?

Cecilia Godoy, analyst for Latin
America and the Caribbean at
the Economist Intelligence Unit:
“The conclusion of the free trade
agreement marks a pivotal moment for both
blocs. The deal is the largest agreement ever
concluded by the European Union and is Mer-
cosur’s first FTA with another trading bloc.
The trade pact seeks to reduce tariffs on
E.U.-manufactured goods in Mercosur while
liberalizing agricultural trade in the E.U.—a
sector long protected by European policies.
If ratified, it will create a market of nearly
800 million citizens and generate economic
gains for both parties, albeit to varying
degrees. The FTA will likely be more conse-
quential for Mercosur, with Brazil emerging
as the biggest beneficiary, as the bloc will
benefit from higher agricultural and critical
mineral exports to the E.U. However, the

in the same statement. If completed, the 530
megawatts added to the grid by Sajalices
Energy and PowerChina'’s solar project would
nearly double Panama’s existing solar energy
capacity, relative to 2023 levels, according to
data from the International Renewable Energy

ratification process will be fraught with chal-
lenges, particularly on the European side. In
order to take effect, the FTA must be ratified
by at least one Mercosur member, as well

as the E.U. Council and Parliament. While

all Mercosur countries are all but certain

to ratify the deal, the approval process in
Europe will be more contentious. A minimum
of four E.U. states representing at least 35

1

...the approval process
in Europe will be more
contentious.”

— Cecilia Godoy

percent of the E.U. population could block
the agreement. France—alongside Poland
and Austria, to a lesser extent—has been a
vocal opponent, with its farmers seeking pro-
tection from Mercosur’s agricultural imports.
Italy remains a key player to watch, as it has
signaled wavering commitment and could
align with these dissenters, preventing the
deal from being sanctioned. Nonetheless,
the signing of the deal underscores a strong
commitment to trade liberalization amidst
growing threats to economic cooperation
and rising protectionism.”

EDITOR'S NOTE: More commentary on this
topic appears in the Q&A of the Jan. 2 issue
of the daily Latin America Advisor.

Agency. In addition to eliminating coal power
by 2026, Panama aims to install a total of 1.7
gigawatts of photovoltaic solar energy by 2030,
according to the country’s most recent update
to its nationally determined contribution under
the Paris Climate Agreement from June 2024.
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NEWS BRIEFS

Gonzalez Will Travel
Lo Argentina Before
Maduro’s Inauguration

Venezuelan opposition leader Edmundo
Gonzélez, who many independent observers
say defeated incumbent President Nicolas
Maduro in July's presidential contest, will
travel to Argentina this weekend to meet with
President Javier Milei, Gonzalez said Thursday
in a post to X. Maduro, who claimed victory

in the presidential election though has yet to
release ballot box-level data to support such
claims, will assume a third term as president
on Jan. 10. Gonzélez has said that he plans to
be inaugurated himself, despite an active ar-
rest warrant against him in Venezuela, Reuters
reported.

Milei Streamlining State-
Run Aerolineas Argentinas
Ahead of Future Sale

President Javier Milei's government plans to
drastically cut costs at Argentina’s state-run
airline, Aerolineas Argentinas, in order to pre-
pare the company for sale or liquidation, Reu-
ters reported Friday. 13 percent of Aerolineas
Argentinas’ staff will be let go in the coming
months, according to documents seen by the
news service; lawmakers are also looking to
eliminate low-density domestic routes and
remove in-flight snack services.

Brazilian Mining Firm
to Accelerate Rare Earth
Production Targets

Brazilian mining firm Serra Verde plans to
boost its output of rare earth elements from
its mine in Brazil's Goids state, the company's
chief operating officer told Bloomberg News in
an interview on Monday. Serra Verde aims to
produce 5,000 metric tons of rare earth oxide
per year by 2026, aligning with the global push
to diversify the rare earth mineral industry,
Bloomberg News reported.

POLITICAL NEWS

Migrant Crossings
Through Darién Gap
Fall 41% in 2024

Recorded migration levels through the Darién
Gap decreased by 41 percent in 2024 com-
pared to the year prior, Panamanian President
José Radl Mulino announced on Thursday,
Agence France-Presse reported. Mulino cited
official government data showing migrant
crossings through the Darién at slightly more
than 300,000 individuals in 2024, a sharp de-
crease from the more than 520,000 people who
crossed in 2023. 69 percent of the migrants
that crossed the dense jungle separating Co-
lombia and Panama last year were Venezuelan
citizens, Reuters reported. The figures cited

by Panamanian President Mulino represent

the total number of individuals apprehended
and later released by authorities, and does not
necessarily reflect the full extent of migration
patterns between North and South America,
AFP reported. Mulino, a conservative ally of
exiled former President Ricardo Martinelli, has
cracked down on irregular migration through
the Darién Gap since assuming office in July
2024; Mulino’s government has imposed phys-
ical barriers along common human smuggling
routes and increased its collaboration with U.S.
authorities in deporting migrants from the Unit-
ed States to their countries of origin, Reuters
reported. Still, Mulino has recently found him-
self at odds with the incoming administration
of U.S. President-elect Donald Trump over the
former’s demands that Panamanian authorities
do more to stem migration flows through the
Darién Gap and limit China’s involvement in
the country’s economy, AFP reported. Late last
month Trump also suggested Panama should
return the Panama Canal to the United States,
which transferred control of the strategic
waterway at the end of 1999. “We will demand
that the Panama Canal be returned to us, in full,
and without question,” Trump said in a social
media post on Dec. 21. Mulino addressed
Trump's remarks on Dec. 31 at a ceremony cel-
ebrating the 25th anniversary of Panamanian
sovereignty over the canal, saying “[the canal]

will be in our hands forever,” Al Jazeera report-
ed. “There are no hands involved in the canal
other than Panama's,” Mulino added, alluding
to Trump's claim that Chinese state-owned enti-
ties" involvement in maintaining certain port
and canal operations poses a national security
threat to the United States. [Editor’s note: See
related Q&A in the Dec. 19 issue of the daily

Latin America Advisor.]

Sheinbaum Delays
Cruise Ship Fee and
Agricultural Tariffs

Mexican President Claudia Sheinbaum has de-
cided to delay the implementation of a fee for
cruise ship passengers for at least six months,
according to a presidential decree published
on Dec. 31, Bloomberg News reported. The $42
charge would apply to each person docking

at a Mexican port, regardless of whether they
disembark, CNN reported in early December.
Around 70 percent of the proceeds from this
new fee—which would most substantially
affect the tourism industry in Mexico's Yucatan
and Quintana Roo states—would be directed

to supporting salary increases for the nation’s
armed forces, Bloomberg News reported. The
move to pause the fee's implementation for

six months is designed to boost the coun-

try’s tourism industry and strengthen local
economies along Mexico's eastern coast, the
news service reported. In the same presidential
decree on Dec. 31, Sheinbaum also chose to
pause implementation of tariffs on a variety of
goods including wheat, flour and the fertilizer
ammonium sulfate for the entirety of 2025. The
tariff pause is intended to help the government
contain inflation, which remains higher than

4 percent, according to Bloomberg News.

The freezing of previously scheduled tariff
measures is targeted in food and agricultural
products to limit inflation’s effects on individu-
als with middle- to low-income levels, the news
service reported. [Editor's note: See related
Q&A in the Dec. 23 issue of the daily Latin
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FEATURED Q&A / Continued from page 3

Luis A. Pacheco, nonresident
fellow at the Baker Institute
Center for Energy Studies: “To
diagnose the once thriving
Venezuelan oil industry has become a mine-
field, mired with controversy and political
agendas from all actors. After years of
mismanagement, lack of investments, the
pandemic, and U.S. economic sanctions, the
industry lies in tatters. Nowadays, the
discussion circles around the positive
impact of OFAC's licenses and why they
should be extended to help the industry. If
one examines the production figures, the
veracity of which are also contentious, one
can pinpoint the positive effect that General
License 41 has had in the crude oil pro-
duction of the joint ventures operated by
Chevron, which is reflected in the national
production volumes (own estimates) and
hence the export volumes. This recovery has
helped the nation’s economy only moderate-
ly, because of low prices and the fact that
Chevron uses an important portion of its
production to recover the huge debt owed to
them by PDVSA. One may postulate that the
lifting of sanctions or new licenses would
have an important effect on the oil industry,
and one would not be wrong, if it were not
for the fact that if there is no change in the
political and institutional model, it will be
very difficult to attract the billions of dollars

necessary to re-ignite the industry, with or
without sanctions. Chevron, Repsol and
some others are only trying to recover
monies owed to them, with the minimum
possible financial risk. If the new Trump
administration re-imposes or toughens sanc-

...if there is no change
in the political and

‘ ‘ institutional model, it
will be very difficult to
attract the billions of
dollars necessary to
reignite the industry,
with or without
sanctions.”

— Luis A. Pacheco

tions, the situation will be dire. If it lifts the
sanctions and there is no political change in
Venezuela, the situation will continue to drift
downwards. If there is political change but
no re-thinking of the institutional arrange-
ment, the recovery will happen, but it will be
protracted.”

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