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LAC Policy Descriptions: Colombia
Section 1: Energy provision 

· Main fuel sources for direct use and power generation

Colombia had 13.1 gigawatts of installed electricity generating capacity in 2002, with some 90 power plants in the country. In 2002, Colombia generated 44.9 billion kilowatthours (Bkwh) of electricity while consuming 41.1 Bkwh. A total of 82% of Colombia's electricity generation comes from hydroelectricity, with conventional thermal (mostly coal and natural gas) and other renewables making up the remainder.

In 2003, Colombia reported that it had 1.84 billion barrels of proven oil reserves. Oil production has been declining from an average of 816 thousand barrels per day (b/d) in 1999 to 540 thousand b/d in 2003. If this decline continues, Colombia may become a net importer of oil and refined products in the medium term. 
Proven natural gas reserves stand at an estimated 6.3 billion cubic meters and are mainly located in the Northern Coast and Barranca regions and in the department of La Guajira. Over 80% of natural gas is produced at the Chuchupa and the Ballena fields, both operated by a joint venture of ECOPETROL and ChevronTexaco. The production agreement signed by both companies was extended until year 2019. For international oil companies, this opened the window of new exploration opportunities in Colombian offshore and onshore gas fields.
Colombia is the major coal exporter of Latin America. With 7.328 billion short tons of proven reserves, it has one of the largest coal reserves in Latin America. The Mining Association Asomineros and the government are promoting coal exports to other Central and South American countries, which will increase the role of the country as a coal exporter. Colombia is also ranked one of the largest coal exporters in the world and Europe and the United States are its major buyers. 

· Degree of reliance on imported energy 

In 2003 Colombia produced 29.5 million barrels of oil equivalent (Boe) electricity, imported 43,000 Boe, and exported 732,000 Boe.

· Extent of connection to electricity network  (households and businesses; rural and urban) 

Approximately 85% of the population has access to electricity through the National Interconnected System. The remaining population is supplied with energy by means of local generation. However, local generation is slightly over 1% of the total demand.
Interconnections with other countries are the result of power agreements signed by the five members of the Andean Community (Comunidad Andina - CAN) in 2002. In January 2003, a 210-kilometers transmission line between Ecuador and Colombia was installed. A second 210-kilometers line was inaugurated in March 2003. In April 2003, Colombia signed a Memorandum of Understanding (MOU) with Panama in order to promote the energy integration between Central and South America (Plan Puebla Panama -Andean Electric Market). By 2006, it is expected that Colombia, Bolivia, Ecuador, Peru and Venezuela will complete integrating their power markets. This project is a part of the Regional Infrastructure Integration in South America.
· Any capacity concerns (power generation and/or transmission/distribution) 

Despite significant improvements in the security situation in the country, Colombia's electricity sector continues to face serious supply and financial challenges due to lack of investment, security risks and power theft. Repeated attacks on electricity infrastructure increase the risk of blackouts and raise cost of operation for the electricity sector.

· Potential for renewable energy, energy efficiency and co-generation (i.e. any authoritative assessments) 

Power generation from renewable energy other than hydroelectric does not contribute much to the total installed generation capacity of the country. As a first step to promote the use of renewable energy, Empresas Públicas de Medellín (EPM) opened Colombia's first wind-powered generation plant (20 MW) in the Alta Guajira region. To develop a second wind power plant in the department of La Guajira, Colombia is receiving assistance from the government of Holland. The wind power will be used to provide energy for the underground water pumping and transportation systems. This will benefit 110,000 people with an adequate water supply.

Fuel alcohol is produced from sugarcane and yucca agricultural wastes. This initiative is promoted by a new law, for the use of gasoline with 10% of alcohol and will came in effect in 2006. The gasoline sector considers that there is a lack of preparation for ethanol production to meet future demand and legislation.

Colombia has the second largest hydroelectric potential in Latin America and generates 8,961 MW, or 80%of the electricity generated in the country, from hydro sources. The remaining 20% is generated by thermoelectric plants. There are 31 hydroelectric facilities with generation capacities ranging from 5 MW to 1240 MW. Most facilities are located in the departments of Antioquia and Cundinamarca. The largest hydroelectric plants include San Carlos (1,240 MW), Guavio (1,000 MW) and Chivor (1,000 MW).
Section 2: Energy market

· Ownership (state/municipality/private/mixture) of electricity and gas utilities and other sources of energy 

Electricity Market:

Colombia's electricity transmission system consists of two grids, one serving the Atlantic coast and the other serving the interior, with numerous interconnectors running between the two. While numerous companies own different parts of the grid, the largest holder is Interconexion Electrica S.A. (ISA), controlling about 70% of the system. Formerly wholly-owned by the Colombian government, the public stake in ISA shares has declined to 59%. In 2005, ISA began construction of two high-voltage transmission lines connecting Bogotá to the Atlantic coast that would add capacity and redundancy to the system.
 ISA controls 83% of Colombia’s electricity transmission market and has one of the largest transmission networks in Latin America. 
The Public Utilities and Electric Energy Sector Laws 142 and 143 divide the electric market in four main activities: generation, transmission, distribution and commercialization. The Comisión de Regulación de Energía y Gas (CREG)
 regulates electricity distribution and Interconexión Eléctrica S.A (ISA)
 operates the national electric grid, called Sistema Interconectado Nacional (SIN), which is controlled by the Superintendencia de Servicios Públicos Domiciliarios (SSP).

Private and state-owned companies manage the Colombian electricity sector. The private company Emgesa S.A. and the state-owned Empresas Públicas de Medellín (EPM) are the largest producers of hydroelectricity in the country. Hydroelectric power generation is expected to grow in the future based on the country’s hydroelectric potential. In 2002, electricity generation capacity was 13.1GW. Capacidad Efectiva de Generación 13.369 MW  06-junio 2007 -
Thermoelectric plants generate 30% of the electricity in Colombia. The largest thermoelectric generation company is the Corporación Eléctrica de la Costa Atlántica S.A. E.S.P. (CORELCA). It operates Termobarranquilla S.A. (TEBSA), the largest thermoelectric plant. TEBSA (890 MW) is fueled mainly with natural gas. CORELCA also operates Termoguajira (300 MW - natural gas/coal), Termoflores (150 MW - natural gas) and San Andrés (54.7 MW - diesel). Thermoelectric power generation is expected to grow in the medium to long term.

Liquid Fuels Market:

Colombia’s oil exports represent 55.4% of traditional exports. The hydrocarbon sector is owned and managed by the state oil company Empresa Colombiana de Petróleos (ECOPETROL) and the Ministry of Mines and Energy. As a part of a reform plan established by the government, ECOPETROL was restructured in mid 2003 (Decree 1760, 2003) to increase its efficiency. ECOPETROL is planned to focus on the exploration and production of existing contracts as well its conventional downstream activities such as transportation of oil and its products, and commercialization of oil, natural gas and refined products. Following this plan, the Agencia Nacional de Hidrocarburos (ANH) was established under the Ministry of Mines and Energy. The government is trying to increase the participation of international oil companies in the exploration of hydrocarbons.

There are ongoing plans to increase refining capacity to meet growing domestic fuel demand. Currently, about 50% of the oil production is exported mainly to the United States. The remaining 50% is refined in state-owned refineries operated by ECOPETROL for internal consumption. Current refining capacity is about 285,850 bbl/d, mainly from the two largest refineries in the country, Barrancabermeja in the department of Santander (205,000 b/d) and Cartagena (75,000 b/d) in the department of Bolivar.
Gas Market:

The natural gas industry is controlled by three main companies: Empresa Colombiana de Petróleos (ECOPETROL), which is responsible for the exploration and development of natural gas reserves; Comisión de Regulación de Energía y Gas (CREG), which oversees regulation and distribution markets; and Empresa Colombiana de Gas (ECOGAS), a state-owned company linked to the Ministry of Mines and Energy. ECOGAS was established in 1997 as an affiliate of ECOPETROL. It manages the natural gas transmission system of the country. At the end of 2003, the government announced it would privatize the company as a part of the strategy to reduce transportation costs.

Since 2002, Colombia has been consuming its total natural gas production of 6,2 billion cubic meters. However, the consumption is expected to grow significantly over the next decade. This includes exports from La Guajira to Western Venezuela in the near future as a part of an agreement between Colombia and Venezuela. The government expects an increase of natural gas use, especially for power generation and public transportation. However, the latter will depend on the results of a House of Representatives decision, which could prohibit large oil companies from directly operating gas operations in the country, including gas stations.
Coal Market:
The coal sector was privatized in 2000. La Loma (Pribbenow) and El Descanso coalmines – the largest coal resources in Colombia – are owned by Drummond. In 2002 Colombia consumed nearly 11% of its coal production. It was used mainly for electricity generation. Power generation from coal-fired power plants is expected to grow.

· Extent of competition in power generation and energy retail 

The Colombian electricity sector contains a mixture of public and private companies. Deregulation in the 1990s opened the sector to private investment and established a wholesale electricity market. The Comisión de Regulación de Energía y Gas (CREG) has regulatory oversight of the sector. CREG mostly maintains a strict division between generation, transmission, and distribution activities, though it does allow some legacy companies to maintain vertically-integrated operations. In the generation sector, there are about three dozen active companies, and the major players are EMGESA, EEPM, ISAGEN, and EPSA. EMGESA is the largest, controlling about one-fifth of Colombia's generating capacity. As part of liberalization plans, the Colombian government has continued to reduce its stake in generating companies. The largest electricity distributing company in Colombia is CODENSA, which serves over one million customers in Bogotá and surrounding areas.

· Structure – extent of vertical integration of generation/transmission/distribution/retail

Section 3: Energy policy framework

· Existence of an explicit energy policy framework (e.g. a recent White Paper) and key policies (e.g. privatization, liberalization, rural electrification plan etc) or not – what role is envisaged for sustainable energy? 
· Any current energy policy debates/developing legislation – e.g. on security of supply; energy market reform; incentives for renewable energy etc. 

· Any specific policies or programs to promote sustainable energy 

La Guajira and Jepírachi  is Colombia’s first and only wind power project. This pilot project was developed by Colombia’s largest utility Empresas Públicas de Medellín (EPM) with collaboration from the German agency GTZ and the authorization of the indigenous communities of the region, the Wayúu. The construction of this wind farm has benefited Wayúu communities –not through the provision of energy because the legislation prevents it, but through the provision of water sanitation, education and employment. The Jepírachi project is the first project in Colombia to apply to the Kyoto Protocol Clean Development Mechanism.

In June 2007 the President of Colombia enacted the Decree 2331 establishing measures for the rational and efficient use of electricity. The objective of the decree is to promote the use, and replacement, of incandescent light bulbs by more energy efficient CFLs in all government buildings.

· Any major energy network or sustainable energy studies available 

· Role of government in energy policy – which departments are involved? 
Ministry of Mines and Energy 

· Any government (or government funded) agencies with  a specific role in sustainable energy and/or environmental protection (with an energy role) 

· Any energy planning procedure in place 

Section 4: Energy regulation

· Is there an energy or utility regulator?  When was it established? 
The Comisión de Regulación de Energía y Gas (Energy and Gas Regulatory Commission) is an administrative unit within the Ministerio de Minas y Energía (Ministry of Mines and Energy). It was created in 1994 by Law No. 142 and 143.

· Degree of independence of the regulator from government (legal structure, who appoints the regulator and board) 

· Regulatory framework – legislation, duties, powers (any references to environment, sustainable energy )  

The Energy and Gas Regulatory Commission regulates public utility monopolies when competition is not possible as a matter of fact. When competition is in fact possible, the Commission promotes competition among public utilities. The main function of the Commission is therefore to ensure that the operations of public utilities developed in an environment either monopolistic or competitive are efficient from an economic standpoint; that no abusive practices take place when a public utility holds a dominant position; and that standards of quality are met. (Law 142, Section 73)
· Regulator’s roles – key tasks (e.g. price controls, promoting competition etc) , actions to date, any action/role in the sustainable energy field)

Specific tasks of the Energy and Gas Regulatory Commission include (Law 142, Section 23):
· To ensure the availability of energy to supply demand and to promote and preserve competition.

· Efficient offer must take into account generation capacity, which must be valuated by the Energy and Gas Regulatory Commission according to the criteria established by the Unidad de Planeación Minero-Energética (Mining and Energy Planning Unit) in the expansion plan.
· To determine the conditions for gradual market liberalization towards free competition.

· To establish the calculation method for electrical networks access and use tariffs and the charges for distribution and coordination services provided by the centros regionales de despacho (regional distribution centers) and the centro nacional de despacho (national distribution center).
· To approve the tariffs and charges described above.

· To establish the calculation method for tariffs applicable to regulated users of electric utilities.

· To establish tariffs for final users of electric utilities. This function may be delegated to commercial distribution utilities.

· Based on technical criteria, to establish the requirements of regulated and non-regulated electricity users.

· To establish factors applicable to the tariffs of each consumer sector so as to provide for subsistence consumption subsidies for low-income users. Such factors must take into account the capacity for payment of low-income users, service supply costs and the subsistence consumption rate established for each region.
· With the feedback of the National Operation Counsel, to create Operation Procedures to plan and coordinate the National Interconnected System operations.
· To establish designs, standards, and efficient use practices for electrical equipment and apparatus.
· Role of government departments in energy regulation (both where a regulator exists and where there is no regulator) 

The mission of the Comisión de Regulación de Energía y Gas is to regulate electric and gas utilities independently and transparently so as to promote the sustainable development of the sector, regulate monopolies, stimulate competition where possible and respond to the needs of users and companies 
· Have any regulatory barriers to sustainable energy been identified and if so what are they? 
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