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Coexist in Guyana?

After finalizing its merger with Hess, Chevron last month took over a 30 percent stake in the
consortium of firms controlling Guyana's Stabroek Block alongside ExxonMobil and CNOOC. //
Photo: ExxonMobil.

The International Chamber of Commerce on July 18 ruled

in favor of Chevron in an arbitration case regarding its $53

billion merger with Hess Corp., paving the way for the U.S.

oil major to assume control of Hess' 30 percent stake in
the consortium that operates Guyana's offshore Stabroek Block. The
consortium in Guyana—which also includes ExxonMobil and China’s
CNOOC—hoasts world-leading breakeven recovery prices and presently
accounts for more than 900,000 barrels per day of crude oil production.
How could Chevron's involvement in the Stabroek Block affect long-
term planning for the consortium? To what extent could ExxonMobil and
Chevron's historic rivalry represent a risk to the Stabroek Block’s contin-
ued operation? How might the finalization of the Chevron-Hess merger
affect oil and gas acquisitions elsewhere in Latin America?

Schreiner Parker, partner and head of emerging markets

at Rystad Energy: “ExxonMobil’s decision to bring a case

before the International Chamber of Commerce over Hess’

30 percent stake in Guyana’s Stabroek Block was less about
rivalry with Chevron than it was about protecting its strategic interests.
From ExxonMobil's perspective, the move wasn't a hostile challenge to
the Chevron-Hess merger, but rather a prudent exercise of what it believed
was a contractual right of first refusal (ROFR). The Stabroek Block is
arguably the crown jewel of ExxonMobil's current global portfolio with low
breakeven costs, low emissions intensity per barrel and lots of upside for
the future. For a company prioritizing capital discipline and returns, ensur-

Continued on page 3

The government of Trinidad and
Tobago soon plans to award
seven oil and gas exploration
blocks to ExxonMobil, two senior
government officials told Reuters.

Page 2

POWER SECTOR

Grupo Cox Buys
Iberdrola’s $4.2 Bn
Mexico Portfolio

Spanish utility firm Grupo Cox has
agreed to purchase 2.5 gigawatts
in power capacity in Mexico from
multinational electricity giant
Iberdrola.
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OIL & GAS

Mexico Plans to
End Assistance
Programs for
Pemex by 2027

Mexico's government is planning

to end major financial assistance
programs for state-owned Pemex
by 2027, President Claudia Shein-
baum said Tuesday.
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Sheinbaum // File Photo: Mexican
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OIL & GAS NEWS

Mexico Plans to End
Assistance Programs
for Pemex by 2027

Mexico’s government plans to cease major
financial assistance programs for state-run

oil firm Pemex by 2027, President Claudia
Sheinbaum announced Tuesday, Reuters
reported. Pemex has more than $120 billion in
outstanding debts to various creditors, $31.5
billion of which will come due by the end of
2027, according to Pemex’s 10-year financial
plan, which was released later in the day on
Tuesday. Mexico's finance ministry plans to
raise approximately $13 billion to support
Pemex’s projects this year, Sheinbaum said

at a press conference. Last week, Mexico's
government put $12 billion in bonds up for
auction in order to support Pemex’s upcom-
ing debt repayments, Reuters reported. After
major government assistance programs have
concluded, Pemex hopes its finances will be
stabilized by capacity improvements and a
number of new projects, CEO Victor Rodri-
guez said at the same press conference. The
firm, which controls more than 90 percent of
Mexico’s national oil output, plans to boost its
daily crude oil production by 450,000 barrels
by 2035. Pemex also intends to increase its oil
pipeline capacity across the country by roughly
15 percent over the next decade. [Editor's note:
See related Q&A in the Jan. 31 issue of the
Energy Advisor.]

Trinidad & Tobago
to Award Blocks to
ExxonMobil: Report

The government of Trinidad and Tobago soon
plans to award to U.S. oil major ExxonMo-

bil seven oil and gas exploration blocks in
ultra-deep waters off the Caribbean country’s
eastern coast, two senior Trinidadian officials
told Reuters on Tuesday. ExxonMobil had first
approached government officials about the

offshore oil blocks last November, the wire
service reported. The blocks are excluded
from an upcoming deepwater oil and gas
auction that is scheduled for next month, the
officials said. The exploration blocks, which
include a yet-to-be-disclosed signing bonus
from ExxonMobil, are a part of efforts by
Trinidad and Tobago's government to quickly
spur the country’s oil and gas industry, Reuters
reported. The U.S. government in April revoked
a key license allowing Shell and Trinidad’s
state-run NGC to develop a major offshore gas
reserve partially located in Venezuelan waters;
plans for that project, labeled “Dragon,” have
since been shelved, the wire service reported.
The new blocks that ExxonMobil is set to be
awarded are entirely in Trinidadian waters to
the northwest of Guyana’s offshore Stabroek
Block, news site Qilprice.com reported. Exx-
onMobil leads the consortium of oil firms that
operates the Stabroek Block alongside China’s
CNOOC and Chevron, whose takeover of Hess
Corp. was finalized last month. The firms

are currently bringing online a fourth floating
production, storage and offloading vessel that
will bring the project’s total oil output to more
than 900,000 barrels per day by the end of
this year. Further capacity additions are set to
bring oil production at the Stabroek Block to
2.3 million barrels per day by 2030, according
to Zacks Equity Research. Guyana, where
full-scale commercial oil operations began in
just 2019, is poised to surpass Mexico and
become the fourth-largest oil and gas producer
in the Western Hemisphere, behind only Brazil,
Canada and the United States.

BP Discovers Largest
Oil, Gas Deposit in
25 Years Off Brazil

0Oil major BP recently discovered its single
largest oil and gas deposit in at least the last
25 years in the offshore Bumerangue block

of Brazil's Santos Basin, the firm announced
Monday. It's unclear exactly how large the
deposit is, Reuters reported. BP's previously
reported largest discovery of oil and gas in
1999 in Azerbaijan contained one trillion cubic

NEWS BRIEFS

Ecopetrol Oil Output Hits
Decade-High in Q2: CEO

Ecopetrol, Colombia’s state-run energy firm,

in the second quarter of this year recorded its
highest average crude oil production in at least
a decade, CEO Ricardo Roa told journalists on
Wednesday, Reuters reported. Qil output likely
surpassed 755,000 barrels per day, according
to the wire service. It's unclear exactly to what
extent Ecopetrol’s oil production growth was
attributable to operations in Colombia; the
firm operates a joint venture alongside U.S.

oil producer Occidental Petroleum in Texas’
Permian basin.

Spain Acciona Energia
Eyes Divesting From
Mexico Power Projects

Spanish renewable energy developer Acciona
Energia is considering divesting from all of

its power sector projects in Mexico, Spanish
newspaper Expansion reported Monday,

citing financial sources with knowledge of the
matter. Acciona’s Mexico portfolio includes 1.1
gigawatts in wind power capacity and more
than 400 megawatts in solar capacity; it is
currently the company'’s largest market in Latin
America in terms of installed electrical output.
Last week, Spanish utility giant Iberdrola had
announced it would sell 2.5 gigawatts in power
generation assets in Mexico to Grupo Cox,
another private firm based in Spain.

Canadian Firm Divesting
From Ecuador Oil Projects

Canadian energy firm Frontera Energy plans to
divest from its 50 percent interest in two oil
blocks in northeastern Ecuador, the Calgary-
based company announced in a statement

on Tuesday. The Perico and Espejo blocks,
located in Ecuador’s Sucumbios province,
accounted for approximately 1,000 barrels of
crude oil output per day last month, according
to Frontera.
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meters of natural gas and two billion barrels
of condensate, according to the wire service.
BP did not disclose any production estimates
or timelines for oil and gas output from the
Bumerangue block in its statement on Monday.
BP, which is the primary operator of the block,
this year has discovered at least nine other
new recoverable oil and gas deposits around
the world at concessions that the firm entirely
or partially operates, including finds in waters
off the coast of the United States and Trinidad
and Tobago. Brazil is the third largest oil and
gas producer in the Western Hemisphere—be-
hind only the United States and Canada—with
more than 75 percent of the South American
country’s crude oil output coming from the
offshore pre-salt layer of the southeastern
Campos and Santos basins.

Chevron To Give Oil
to Venezuelan Gov’t
Under New Deal

As part of its new arrangement allowing full-
scale oil production and export operations in
Venezuela, U.S. oil major Chevron has agreed
to hand over an undisclosed share of oil output
directly to the government of Venezuelan
President Nicolas Maduro, people with knowl-
edge of the matter told Bloomberg News on
July 31. The plan would satisfy the U.S. State
Department’s demand that Maduro not directly
benefit from the resumption of multinational
oil company activity in the country, but it would
still ultimately lead to a revenue boost for the
Venezuelan government, Bloomberg News
reported. After receiving a new private license
from the U.S. government, U.S. oil major Chev-
ron is set to resume export operations later
this month from the three projects in Venezue-
la that it operates alongside state-run PDVSA,
Chevron CEO Mike Wirth announced during
the firm’s second-quarter earnings call on

Aug. 1, Reuters reported. Other multinational
firms with operations in Venezuela have yet to
receive similar renewed licenses, according to
the wire service. Venezuela's average daily oil
exports declined by 10 percent between June
and July, Reuters reported Monday.

FEATURED Q&A / Continued from page 1

ing continued influence over this asset made
sound business sense. While the arbitration
panel ultimately ruled against ExxonMobil,
finding that the ROFR didn’t apply in this
context, the firm’s motivation for raising the
case was straightforward: maximize long-
term value in a field that it was instrumental

‘ There’s little to no
concern that the
merger will impede
production or near-
term development.”

— Schreiner Parker

in developing. Though ExxonMobil's legal ac-
tion could have disrupted the Chevron-Hess
deal, given that the Stabroek acreage was
the deal’s driver, it was not aimed at blocking
consolidation for its own sake. With Exxon-
Mobil remaining the operator of the block
and both companies being industry giants,
there's little to no concern that the merger
will impede production or near-term develop-

POWER SECTOR NEWS

Grupo Cox Buys
Iberdrola’s Mexico
Holdings for $4.2 Bn

Spanish water distribution and energy firm
Grupo Cox has purchased Bilbao-based utility
giant Iberdrola’s remaining holdings in Mexico
for $4.2 billion, Cox announced in a statement
on July 31. Iberdrola had sold some of its
assets last year to Mexico’s government for
$6 billion; the firm was looking to shed its
remaining power plants in the country, which
include six solar plants, three wind farms and
six combined-cycle facilities, in response to

ment. However, the episode underscores the
sometimes tricky nature of ROFR language
in joint ventures—something legal teams
across the industry are likely to revisit.”

Valerie Marcel, co-founder and
executive director of the New
Producers for Sustainable Ener-
gy: “Chevron won its arbitration
case against ExxonMobil on July 18, which
paved the way for its entry into the world’s
most attractive oil block that is currently
held in private hands. As the operator of
Guyana's Stabroek field, ExxonMobil will re-
main in control of operational decisions, but
Chevron’s minority stake of 30 percent will
give it a voice in development decisions. Giv-
en Chevron’s experience and the companies’
longstanding commerecial rivalry, it is likely
ExxonMobil will now face more questions
and challenges within the joint venture. Still,
there is no reason to expect heightened
risks to the development; in fact, the higher
level of scrutiny from Chevron could lead to
improved cost optimization and the consid-
eration of different development options, all
of which would be in the interest of Guyana’s

government and people.”
Continued on page 6

recent regulatory changes, Spanish newspaper
El Confidencial reported last month. Cox is now
set to take over Iberdrola’s remaining 2.5 giga-
watts of power capacity in Mexico, in addition
to a pipeline of 11.8 gigawatts worth of new
electricity generation projects that are currently
under development across various energy
sources. Cox plans to invest an additional $4
billion on power projects in Mexico by 2030 in
order to bring these projects to operational sta-
tus, the firm said. The firm will fund 75 percent
of its acquisition of Iberdrola Mexico with debt
and the rest with equity, Reuters reported. The
deal is expected to close by the first quarter of
next year, according to the wire service. “The
investment will be expanded by co-investing

in new generation projects with CFE," Mexico's
state-run utility firm, Cox added in its statement
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on July 31. CFE was at the core of last year’s
constitutional overhaul of Mexico’s energy
sector; the measure, enacting legislation for
which was finalized earlier this year, stipulates
that CFE must control at least 54 percent of
base power supply in Mexico at any given time,
imposing an effective cap on private participa-
tion in Mexico's power sector.

POLITICAL NEWS

El Salvador Isn’t a
Dictatorship: Trump
Administration

Following criticism of El Salvador's move last
week to abolish presidential term limits, the ad-
ministration of U.S. President Donald Trump on
Wednesday said the Central American country
should not be included among the countries it
considers dictatorships, the Associated Press
reported. “We reject the comparison of El Sal-
vador’s democratically based and constitution-
ally sound legislative process with illegitimate
dictatorial regimes elsewhere in our region,’
the U.S. State Department said in a state-
ment, the wire service reported. El Salvador’s
Legislative Assembly, which is dominated by
President Nayib Bukele's New Ideas party, in a
vote of 57-3 on July 31 approved constitutional
changes to allow indefinite presidential re-elec-
tion and also extend the president’s term to six
years from five. A State Department spokesper-
son told CNN that the decision belongs to El
Salvador's lawmakers. “El Salvador’s Legis-
lative Assembly was democratically elected

to advance the interests and policies of their
constituents,” the spokesperson said. “Their
decision to make constitutional changes is
their own. It is up to them to decide how their
country should be governed,” the spokesperson
added. Opposition legislator Claudia Ortiz was
among the three lawmakers who voted against
scrapping presidential term limits last week.
“The implication of this is more concentration
of power, more risk of abuse of the rights of
Salvadorans ... and the complete disman-

tling of all democratic checks and balances,”

ADVISOR Q&A

What'’s the Future of Electric Vehicles

in Latin America?

At least three Chinese compa-
nies—Great Wall Motor, BYD and
Chery—are currently planning
to open assembly factories in
Brazil to produce electric vehicles (EVs),
The New York Times reported July 23. Bra-
zil's imports of Chinese EVs tripled last year
as compared to 2023, according to Brazil's
National Association of Motor Vehicle
Manufacturers, leading the South Amer-
ican country’s government to hike import
duties in order to encourage more vehicle
manufacturing locally. What makes Brazil
an attractive destination for Chinese EV
manufacturers, and what are the prospects
in Brazil for automakers from the United
States and elsewhere? To what extent are
consumers from Brazil and elsewhere in
Latin America likely to embrace EVs in the
coming years? How is U.S. trade policy
affecting EV manufacturing in Brazil?

Margaret Myers, senior advisor
at the Asia & Latin America
Program of the Inter-American
Dialogue and managing director
of the Institute for America, China and
the Future of Global Affairs at the Johns
Hopkins School of Advanced International
Studies: “For quite a few years now, major
Chinese car and parts companies have set
their sights on Latin America as a critical
market for Chinese EV sales, and also a
source of the lithium and other critical min-
erals that sustain China’s EV battery and oth-
er high-tech production. As the United States
and European Union have aimed to limit
imports of Chinese EVs and other goods, the
Latin American market remains relatively
open. And, despite BYD's recent labor issues
in Brazil, regional demand remains generally
high for Chinese investment in local man-
ufacturing. China's exports of EVs jumped

102 percent year-on-year from 2021 to 2022,
with Chinese companies exporting nearly
630,000 fully electric vehicles in 2022. And
in 2024, China shipped nearly 1.25 million
electric cars to other countries, according
to the International Energy Agency. If we
add Chinese sales from cars produced
overseas, including by BYD and others in
Brazil, the numbers are even more striking.
According to China’s General Administration
of Customs, the Latin American region made
up 7 percent of China’s total EV sales in

‘ As the United States
and European Union
have aimed to limit
imports of Chinese EVs
... the Latin American
market remains
relatively open.”
— Margaret Myers

2022, after a drop to 2.4 percent in 2020,
but the value of China’s sales to the region
more than doubled in 2022, reaching almost
$3 billion—a product of dramatic growth in
China's global EV sales in just the past few
years. China is counting on sustained Latin
American and other regional demand for its
EVs and other high-tech goods. Economic
upgrading and exportation of high-tech
production remain primary areas of focus
for Beijing, even as China's leadership looks
to stimulate economic growth through other
measures.”

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

Brazil’s Bolsonaro Now
Allowed to See Immediate
Family: De Moraes

Brazilian Supreme Court Justice Alexandre de
Moraes on Wednesday loosened the terms of
the house arrest order for former President
Jair Bolsonaro, allowing Bolsonaro’s immedi-
ate family members to visit him without prior
authorization, the Associated Press reported.
Bolsonaro is standing trial for his alleged role
in an attempt to overturn the results of the
2022 presidential election; he denies wrongdo-
ing. De Moraes on Monday ordered Bolsonaro
to serve house arrest for violating a measure
barring him from communicating to the public
indirectly through his sons, the AP reported.

Foreign Investors Sell
Record Amount of
Colombia’s Peso Bonds

Investors abroad sold a record-high amount

of Colombian debt denominated in pesos last
month following a credit downgrade that pulled
securities from bond indexes, Bloomberg News
reported. Foreign investors sold 13 trillion
pesos ($3.2 billion) in peso bonds known as
TES in July, according to government figures.
S&P Global downgraded Colombia's local debt
to junk status in late June.

Prosecutors Won’t Seek
Death Penalty in Caro
Quintero, Zambada Cases

U.S. Attorney General Pam Bondi has directed
federal prosecutors not to seek the death pen-
alty in ongoing criminal cases against alleged
Mexican cartel leaders Ismael “El Mayo” Zam-
bada and Rafael Caro Quintero, the Associated
Press reported, citing separate brief letters
that were filed on Tuesday. Both Zambada and
Quintero have pleaded not guilty in their trials,
which are each taking place at the U.S. District
Court for the Eastern District of New York,
according to the AP.

she said, the AP reported. Bukele's war on
gangs has won him widespread support in El
Salvador. Last year, the country recorded 114
homicides, a record low, the AP reported in
January, citing a statement from El Salvador’s
attorney general’s office. In 2015, the country
had 6,656 homicides, the wire service reported.
Since Bukele declared a state of emergency

in March 2022, authorities have arrested more
than 83,000 people, most jailed without due
process, the AP reported in January. Trump
and U.S. Secretary of State Marco Rubio have
praised Bukele's efforts at reducing crime,
CNN reported. Leaked drafts of human rights
reports by the State Department indicate that
it plans to reduce criticism of El Salvador, as
well as Israel and Russia, The Washington Post
reported Wednesday. El Salvador, which, fol-
lowing an agreement with the Trump adminis-
tration, has imprisoned migrants deported from
the United States, had “no credible reports of
significant human rights abuses” in 2024, said
the draft report, according to the newspaper.

Brazil Seeking
Consultation With
WTO on U.S. Tariffs

Brazil's government has submitted a request
for consultations at the World Trade Orga-
nization (WTO) over the U.S. government's
imposition of 50 percent tariffs on a large
swath of Brazilian trade goods, Brazil's foreign
ministry announced on Wednesday. The 50 per-
cent tariffs that U.S. President Donald Trump
ordered last week on imports from Brazil took
effect on Wednesday, with carve-outs for
some goods like aircraft and orange juice; no
exemption was granted for key agribusiness
sectors including coffee, Reuters reported.
Approximately 35 percent of Brazil’s exports to
the United States are affected by the new U.S.
tariffs, according to government estimates, the
Associated Press reported. The United States
holds a trade surplus with Brazil; in first an-
nouncing the tariffs last month, Trump directly
linked them to the ongoing criminal trial of for-

mer Brazilian President Jair Bolsonaro, an ally
of Trump who stands accused of orchestrating
an attempted coup after his loss in Brazil's
2022 election to now-President Luiz Inécio
Lula da Silva, the AP reported. “By imposing
these measures, the United States is blatantly
violating core commitments undertaken within
the WTO framework, including the Most-Fa-
vored-Nation (MFN) principle and the tariff
bindings negotiated under that organization,”
Brazil's foreign ministry said in its statement
on Wednesday.

Argentina’s Milei
Vetoes Pension
Payout Increases

Argentine President Javier Milei on Monday
vetoed multiple pieces of legislation that
would have boosted payouts from state-run
pensions and expanded financial benefits for
people with disabilities, the Associated Press
reported. The bills, which had been approved
by Argentina’s National Congress on July 10,
would have boosted state-run pension pay-
ments by 7.2 percent and extended a state of
economic emergency that allows some elderly
individuals to access pensions before having
contributed to the system for a minimum of 30
years, Infobae reported. Were the legislation
implemented, it would have cost Argentina’s
government an amount equal to 1.7 percent of
gross domestic product next year, according
to a statement that Milei's office posted on
social media site X on Monday. “This president
prefers to tell an uncomfortable truth instead
of repeating comfortable lies: There is no
money,” the statement read. Milei's veto of the
pension legislation could still be overturned
by a two-thirds majority in both chambers of
Congress, Infobae reported. Milei's La Libertad
Avanza party, which currently governs with
loose coalitions, faces midterm elections in
October that could drastically reshape the
party’s ability to pass major initiatives, the AP
reported. Although Milei's austerity measures
have reduced Argentina’s inflation rate, positive
macroeconomic indicators have coincided
with rising unemployment and declining wage
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FEATURED Q&A / Continued from page 3

Ivelaw Lloyd Griffith, founding
fellow of the Caribbean Policy
Consortium and senior associ-
ate at the Center for Strategic
and International Studies: “In my recently
released book, Qil and Climate Change in
Guyana's Wet Neighborhood, | dub the pur-
suits in the Stabroek Block (SB) a BHAG—a
‘Big, Hairy, Audacious Goal, a concept
introduced three decades ago by Stanford
University scholars James Collins and Jerry

Porras. For them, BHAGs are bold initiatives,

falling in the gray area where reason and
prudence might say, ‘This is unreasonable,
but the drive for progress says, ‘We believe
we can do it nonetheless.” And the SB con-
sortium did ‘it'—delivering a record-breaking
exploration-to-production timeline in four
years rather than the normal seven to eight,
despite the skepticism in some quarters,
including by Shell, which later regretted the
decision to withdraw from the project. Now
that Chevron has replaced Hess with its $53
billion buyout, the SB endeavors are poised
for enhanced BHAG status, with the fourth
Floating Production Storage and Offloading
vessel, named ‘One Guyana, expected to
start production next week, four months
ahead of schedule and under budget, joining
Liza Destiny, Liza Unity, and Prosperity.

This will boost production from the current
650,000 barrels per day-equivalent to
900,000 barrels per day once operational.
All this begs the question: what's in it for
Guyana? There are two central aspects to
the answer. One relates to the new produc-

‘ ‘ 'One Guyana' ... will
boost production from
the current 650,000
barrels per day-equiva-
lent to 900,000 barrels
per day..."
— Ivelaw Lloyd Griffith

tion sharing agreement, which is set to be
signed once the current one expires in Sep-
tember 2026. A second involves maximally
implementing the local content legislation,
with loopholes in the current law plugged.
These are heady tasks for whomever wins
the consequential elections on Sept. 1.”

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