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THE MADRID ENERGY CONFERENCE

Where Europe and Latin America meet for energy dialogue

SUMMARYCONFERENGREPORT

TheannualMadrid Energy Conference ¥ 4
waslaunchedin 2019 with a clear =
objective Foster crosscontinental
energy transition and investment
discussionsUnderour framing
statementof, &Where Europe and
Latin America meet for energy
dialogueg participants helped us
createa uniqueforum for energy
thought leaders, policymakers,
regulators and investors from both
sides of the Atlantito discussand
advancethe collective effort toensure [
more energy and less carbon.

Representativefrom over 20 countries in the Americas and Eurcg®l more thar80
companies and institutionsiet inMadrid this yearParticipantsexploredopportunities and
challenges associated wittydrogen, natural gasnd how to balancenergy security and
climate change goals.

Throughout the event,meakers issued resounding call to actianaccelerate cooperation to
supportthe energy transitiorandreliable affordable energy solutions.
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Organized By:

INSTITUTE OF (’
6\%@ THE AMERICAS. (&S IPD

Conference Panels
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Energy Transition and Energy Secuaritpow LAC and the EU Can Work together to Stabilize M&rkets

TechnNOlogy DEeP DIMESOIAL..........uuuiiiiiiiiiiiiei ettt eeeee e e e e e e e e st s e e s s sas s aa et reeaeearneeeeeeereeeees 6
Trends in Major Infrastructure: Electrification of Transport and Grid Reliahility......................... 9
Regulating Volatility Keeping Up with Market DiSruptiQn............ccevviveeiiiiiiiiieeee e 11
Ensuring a Diverse Market of Renewables Developers in Latin America...........cccccoevvevvveeenen. 13
Technology Deep DIMEWING...........uuiiiiiiiiiiiee et eee e et ee e e e e e e e e e e e e e es s e s s s as s s sesseaeeneenreenrasreeeeeeeees 16
Natural Gas and LNG: INtegration 2.0..........ccouiiiiiiriiiee i e e 18
Meeting Demand Growth: Guatemala's Electricity Supply Tender............cccocveeiiiiiiiineeeennns 21
The Geopolitics of Oil and Climate Change..........cooouiiiiiieii e 23

Accelerating Transformation and Decarbonization in the Oil Industry and Hard to Abate Secf¥s

Envisioning Hydrogen Market&lows between Latin America and Europe, Certification, and

T 1Y 1)Y= OO 28
Funding ProjectsAccess to Capital & Sustainable Investment.........cccccvvvvevviiiiiiiiieeieeeeeeeee, 31
Risk Management and Responsible INVESTING.........cooiiiiiiiiiiiiiiiieeee e 34
MOoVING the Ball FOIWAIT..........cooiiiiiiiiii et e e e e e e e aae 36

This report is based upon summaries prepared by Daisy Alfaro, Ezra Kraus, Gordon M.

Magne, Maykent Salazgand Ana Zapata, graduate studentsthe University of California
SanDiegfa { OK22f F2NJ Df2olf t2ftA0e FyR {(NIGS3e
their tremendous efforts to capture and synthesize our watging discussions. We also

would ike to reiterate our gratitude to John Gerretsen for his generous donation that

enabled their attendance and participatidinal editorial oversightof the report by Kirsten

Froede, David Voghand Jeremy M. Martin.

Special thanks tRita Oliveira and i2na Rodriguez of the Institute of the Ameriedsng
with John Padilla anBatricia Ventura of IPD Latin America for their invaluable contributions.
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[ FOAY 19s@8iNbIERc@e&EnergyFuture: An Outlook

JOSE VICENTE ZAPATA
Partner

STEPHANIE BOUCKAERT
Head of Demand Sectors Unit

Panelists took the stage to debate the state
of the energy transition in Latin America,
focusing on where consensus exists and
gapsand doubtsemain.Issues such as high
inflation, heavy debt loads, increasing social
demands, and faltering political
commimentsstoodat the forefrontof the
discussionThe panel provided clear
definitions of challenges and opportunities,
prompted the audience to think about
environmental justice and legacy industries,
and primed the forum for profound

dialogue

Some ofLatin Americ®& | S @
transition challenges includeolitical and
economic instabilityPanelists pointed to
inadequate regulatory frameworks and
national policies that are prone to
politicization and imbued with political
ideologiesas issues thatan harmthe
region's chances of driving investment and
reaping the economic benefitsd powering
the energy transition.

But the region hathe desire to garner
opportunities inkeytransition segments
like green hydrogen, critical minerals, and
natural gas.By promulgating strong
regulatory structures, stable investment
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JORGE LEON
Senior Vice President

opportunities, and longerm commitments,
the regioncould securesignificant longand
short-term benefits not just for
governments bualsofor citizens

Latin Americaan achieve just transition
through sensiblggovernmentdeployed
solutions.But cecisionmakers and
stakeholderamust consider dmographics.
For examplepne panelist noted tha81%
of[ F GAY !pypSiatibndiveidccities
As suchnpational, regimal, and city
governments should focus danding and
providingsafe,clean, affordablgublic
tBansport.

Further,1% of Latin Amerigesstill need
energy access, and 15%wveano access to
clean cookingCommunity-driven,
sustainable solutionsustbe implemented
to bring allpopulationsectors alongenergy
burdens are high throughout the region.
Regulationmust addresgurrent conditions
and context to ensure thahe roughly 206
of citizens who reside outside cities have
affordable access tenemy.
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legacy industries must be consideréal
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that context panelists focused otiree key
areas to watclgoingforward:

1) The region's governments tend to
concentrate on the power sector when
making commitments. Ifact, they should
shift toward transport, technology, and
efficiency to ensure that all industries are
included in the conversation and have
governmentbased incentives to change.

2) Infrastructure and regional power system
integration will be costly andnlikely at the
current pace. Electric vehicle charging
station challenges illustrate the problem.
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From left to right: Jose Vicente Zapata, Holland & Knigfeiphanie Botkaert, IEA;Jorge Leon, Rystad Energy

One panelist suggested thather than
focusing on EVand grid infrastructure
governmentsshouldspend on basic needs
to suppat increases irelectrificationof
transportation.

3) The oil and gas sector is vital to Latin
America. While the transition moves
countries away from oil, natural gas will
remain in the matrix for quite some time.
As a panelist notedhe region has a
competitive advantage in the carbon
intensity of its natural gas. Governments
should leverage this advantage.

Latin America’s sustainable and secure energy future: An Outlook
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EnergyTransition and Energy Securitiow LAC and the EU
Can Wrk together toRabilizeMarkets

This panel was held under Chatham House Rules

The Madrid Energy Conference

The Madrid Energy Conference
@ EDTION

4 EDTION

APRIL 18:20, 2073 | MADRID, SPAIN

Tollax

Fromleft to right: Jeremy Martin, Institute of the Americas; $ira Tan, Shellaura Rejon, Repsol; Enrique Rodriguez Flores,
EIB
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Technology Deep DiveSolar

ASOLMEX

CLAUDIO RODRIGUEZ
Partner

CARLA MEDINA
President

This panel focused oa key technology

Solar They exploreds current state, recent
advances, and trends. The panel was quick
to highlight the huge potential for
developing solar technology in Latin
Americaas well as thehallenges and
opportunities thatmustbe addressed.

Latin America haenormouspotential for
the deployment ofsolar technology due to
its low installation density and favorable
laws. Howevertegulatory challengesiust
be addressed to fully realize this potential.

Mexicoprovidesa primecase studyo
examinethe challenges the solar industry
canface Panelists pointed out thahe

O 2 dzy U NBagsXutskveraligiddally
relevant challengethat the energy
transitionpresens. a S E A €hiéc€ssful
build-out of relatively significantenewable
energy capacityincluding a series of power
auctions to support clean energy targets,
led to serious imbalances between
generation and transmission, causing
congestion issues throughout the grid.
Some regions hasubstantialrenewable
capacity, others less sbhisimbalancegave
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ALEX SANTANDER
Head of Energy and
Environmental Policy and
Studies Division

galp

the current government reasonto halt
further renewable projectlevelopment and
shift focusback tostrengthening state
owned companies and legacy fossil fuel
generation.

Mexico's renewables market has faced
significant challenges since 2019, as the
energy regulation agency (CREsbeen
hampered ints decisionmaking and
permitting processedMarket participants
also require a more efficient relationship
with the electrcal system operator
(CENACE). Tparalysis has created a
dilemma for the country, as it needs to
address technical issues to incredlse
penetration of renewables the energy
mix but lacks clear political will. Moreover,
the lack of encouragement forpate
investments further hinders progress in the
market.

Panelists agreed thathile on the other
hand,has beemuite successful in
promoting renewable energy, particularly in
solar photovoltaic power plant®ut Chile
has alsanoved on tonew challengess it
entersthe second stage of its energy
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transition. Chile enacted a climate change
framework lawin 2022that established a
legal mandate to become carbon neutral
But the country has not offeredegulatory

certainty, whichis a must fodeploying
more solar power.

Chile isalsostriving to establish an agenda
basedon four pillars aimed at tot&}
decarbonimgthe electricity sector. These
pillars include storage, transmission,
updated regulatory systems, and incentives
for renewable projectsPanelists agreed
that Chilemustboost infrastructure to
achieve its energy transition goafalar
power plantswill be criticalto energy
security, photovoltaic technologyganlead
the way in thiseffort. Toadvancethe
second half of Chile's energy transitiats,
Ministry of Energynusthelp addresshe
need for technology, modernization,
storage, andnfrastructure.

Moving beyond Mexico and Chilganelists
examinedconstraints thathe solar industry
facesin general Technological and
regulatory issuesop the list, followed by
guestions ofwhether the region is prepared
for the expectedsolar industrypboom. Solar
industry experts agree that thiesectorhas
experienced significant development, with
multiple factors contributing to its growth.
Butthe returns on renewable projects have
decreaedsignificantly over the past 10
years,leaving naoom for error.

The high penetration of renewables is
complicated by the old mix of energy
sources, and the neetd develop projects
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such thatthe resources bring electricity to
the places where it is consumed.
Decentralizing energy is essential in this
regard.Panelists identified rid
developmentas a crucial factoto avoid
putting the energy transition at risk.
Furthermore, the utility scaland power

plantsprod2 1 Ay 3 OAGAT SyaQ byz2i

backyard" mentality has led to delays and
problems in grid transitiorPhotovoltaic
technologyis mature, and the industry has
witnessed improvements in the market.
Increasingly largsolar panels havescenty
been developed, with the standagirowing
from 350 watts to 600 watts in just three
years.

Panelists debatethe role ofthe private
sectorto spur action While itmay not have
the power to imposéts agenda, corporate
commitments to clean energy play a
significant role in the transition of energy
matrices in Latin Americ&or example, a
large US manufacturerimpactedthe
Mexican governmer@ energy policpy
threateningto leavethe countryif it was
unable toprocurecleanenergy sources
Thisexample underscores a larger narrative
that should be considered in the context of
the United StatesMexicoCanada
Agreemen and the ongoing dispute
settlement focused on energthe
increasing need foa market-driven

element in Mexico.

Private companies are carefirl choosing
where to invest, leading to clean energy
becoming a market driver rather than a
mere impaosition.
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The Madrid Energy Conference
A EDITON

APRL 18202023 | MADRIO, SPAIN

Fromleft to right: Claudio Rodriguez, Holland & KnjgPdrla Medina, Asolmex; Carlos Relancio, Galp; Alex Santander,
Ministry of Energy, Chile
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Trends in Major Infrastructure: Electrification of Transport and
Grid Reliability

Panelistglelved intathe critical need to Participant Poll
establish robust infrastructure to support a

costeffective shift toward a cleaner energy

mix in Latin Americal heyhighlighted

China's efforts in the renewable energy and

transportation sectors to addresise

NEB 3 Aafoydabdity issues.

Latin Americ& i@ality demandghat
consumer purchase coste considered
alongside energy production cosigen
promoting electric vehicles
Like most of Latin Americe, NASY G Ay | Q&

Chinahas made@mportant investmentsin populationisconcentrated in urban areas

[ FGAY !rené&vdile@hefdyand and thosecities tend to be spread apart.

transportation sectorssending 470 electric The vast distances betweemban areas

buses toColombiaat the end of 2022. meansmore emissiongissociated with

Bogotaalsohasits first hydrogerpowered travel and makes electrificationof inter-city

bus. travelg AGK (G2RIFI&8Qa (SOKy2f 23
challenging.

It was suggested that Argentina could seek
lower emissions by electrifying public fleets Hectric vehiclesn Argentinacanalsocost

as part ofits decarbonization effortsThat twice as muclasinternal combustion
approachhasprovento bethe easiest and engine (CE)ehicles and the grid capacity
most affordable way to reduce emissions to connect them is lacking.

and provide a public good.
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