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Presentation
The global economy is currently undergoing a reactivation process following the isolation measures
adopted during the last two years in order to mitigate the COVID-19 pandemic. The recovery of the various
economic activities has resulted in historical growth figures and an increase in the worldwide demand for
energy resources. Colombia has not been untouched by this reactivation, and consequently to the role it
plays in the hydrocarbon sector.
During this domestic economic reactivation stage, the sector has become an essential ally, by helping
boost not only the creation of economic resources for the central and regional governments, jobs and
stimulate related industries, but also by making significant contributions to maintaining the country’s
energy security.
This economic revival is accompanied by an increase in the demand for energy. Thus, the recovery of
global oil demand and its high prices represent an opportunity for Colombia to take advantage of its
geological potential and generate the fiscal resources necessary to leverage investments in economic and
social reactivation projects as well as energy and productive diversification, in an environmentally
sustainable manner while promoting development in the regions.
By 2022, sustained growth in global oil and gas demand is expected to reach pre-pandemic levels. Given
that Colombia has been identified as the country that is closest to returning to normalcy after COVID-19,
this trend is also expected to continue, and investments in oil and gas exploration and production during
2022 are expected to contribute to leverage this growth. Notwithstanding the above, the hydrocarbon
sector remains cautious regarding the volatility in prices that may be generated by new COVID-19 variants.
This analysis prepared by the Colombian Oil and Gas Association (ACP for its acronym in Spanish)
summarizes the results of its annual survey on trends and investment climate in oil and gas exploration
and production in Colombia, for year-end 2021 and the outlook for 2022.
This document was prepared based on the investment budgets and perception of the investment climate
for the Colombian hydrocarbon industry, as provided by the senior management of 96% of the production
and 90% of exploration companies of the oil and gas industry in Colombia, with additional input from the
ACP’s economic team and Government statistics.
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This report is comprised of three section: 1) investments in oil and gas production and exploration: balance
for 2021 and outlook for 2022; 2) investment climate for the oil and gas industry in Colombia for 2021
(results from the perception survey); and 3) recommendations for stimulating exploration and production
in Colombia.

Report
1. Investments in oil and gas production: balance for 2021 and outlook for 2022
1.1 I Investments in oil and gas production for 2021
1.1.1 Context
•

Following the difficult situation the arose from the pandemic, the decrease in international oil prices,
and the serious global economic recession suffered during 2020, 2021 was the year of economic
recovery. Advances in the vaccination programs and a decrease in isolation measures allowed for the
introduction of a new normal following the reopening of global economies. According to the World
Bank 2, global economic growth for 2021 is estimated at 5.5%, the highest recorded since 1973, prior
to the first oil crisis.

•

This growth stimulated international crude consumption, with an average demand of 96.9 million
barrels per day. However, due to the lag in investments for oil and gas production and exploration,
production remained at 95.5 million barrels per day, resulting in a supply deficit of 1.4 million barrels
per day 3, which subsequently generated an increase of 69% of international oil prices in comparison
to 2020 4.

•

According to International Energy Agency figures, this situation was subsequently reflected in oil and
gas E&P investments, which increased from 326 billion dollars in 2020 to an estimated 351 billion
dollars for 2021. This represents an increase of 7.6%, which despite being a significant number, is
below the total investment for 2019, reported at 475 billion dollars 5 (Figure 1).
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“Global Economic Prospects” World Bank, January 2022
“Short Term Energy Outlook” U.S. Energy Information Administration. January 2022.
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On average, the Brent oil price for 2020 was 41.96 USD/bl and 70.85 USD/bl for 2021.
5
“World Energy Investment 2021” IEA, June 2021
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Figure 1. International energy supply investments by sector

Source. IEA.

•

Colombia was also affected under this reactivation scenario; as a result, economic growth for 2021 in
Colombia is estimated to fall between 9.5 6 and 9.9% 7, and according to The Economist, Colombia was
the country which was closer to returning to normalcy after-COVID-19 8. This recovery was also seen
in the domestic demand for liquid fuels, which reached an average of 302,000 barrels per day, 27%
above consumption levels for 2020, and 2019 demand (299,000 barrels per day) 9.

•

Domestic oil production decreased during 2021, from 780,000 barrels per day (bpd) in 2020 to
736,000 bpd in 2021 10. Several factors, both proper to the industry as well as those generated from
the National Strike that took place between May and June of that year, led to the loss of more than 2
million barrels of deferred oil production, more than 2.7 billion cubic feet of gas, and a decrease in
income for the regions. Despite the above, the oil and derivative sector continued to report a
significant share in domestic exports (33% as of November 2021 11).

•

2021 was also marked by the devaluation of the Colombian peso to the American dollar, reporting an
exchange rate at the beginning of the year of 3,432.5 COP/USD and ending with 3,981.2 COP/USD,
which represents a devaluation of approximately 16%. This variable is relevant to the national context
as it directly affects macroeconomic performance, the financial cost of public debt, inflation, the
country’s credit rating, and other economic variables that determine decisions on economic and fiscal
policies, such as the productive industry performance (including operating costs presented in USD),
and the performance of the population in general.
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“OECD Economic Outlook” December 2021
“Global Economic Prospects” World Bank, January 2022
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“Evolución 2021 y perspectivas 2022-2030 del mercado de combustibles líquidos en Colombia” ACP Economic Report.
December 2021
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ACP calculations based in the weekly report titled “Mina de datos de la reactivación sostenible de Colombia” issued by the
Ministry of Mines and Energy. December 31, 2021.
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https://www.dane.gov.co/index.php/estadisticas-por-tema/comercio-internacional/exportaciones
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•

In terms of the sector’s fiscal contributions, the impact on revenues as a result of the fall in oil
production during 2021 was mitigated by the recovery in international oil prices, the demand for fuel
and the high exchange rate. The ACP estimates that for 2021 the hydrocarbon sector’s contributions
will amount to 25.7 trillion pesos, 2.2 times that of 2020, and of which 19 trillion pesos were
contributed by companies in the upstream segment 12.

•

On the other hand, in conjunction with Colombia´s economic reactivation, 2021 was characterized by
a very polarized pre-electoral political environment, marked by the different approaches to the
country’s social and economic development, protests across the territory as a result of the General
Strike of May and June, and which continued throughout the second semester in some parts of the
country, such as Putumayo. These protests affected all productive sectors, the supply of products, in
particular foodstuffs, and inflation. The complex safety and public order situation was also seen in the
regions where hydrocarbons are produced.

•

Lastly, from 2018 until the first semester of 2021, an average increase of 15% has been reported
regarding de facto interferences against E&P operations. These conflicts have mostly been due to the
high expectations surrounding labor issues and the purchase of goods and services by the companies
operating in the region.

1.1.2 Total E&P investment for 2021
• Oil and gas investments in exploration and gas for 2021 in Colombia, totaled USD 3,090 million.
This is 51% higher than 2020, although it did not reach the levels reported for 2019 (Graph 1).
• This investment is in line with the 2021 budget established at the beginning of the year, which ranged
between USD 3,100 and 3,450 million. Although the economic recovery and the increase in
international oil prices helped ensure this investment level, execution remained in the lower spectrum
partly due to the delay in some of the programed activities as a result of the national strike.
Graph 1: Total Investment in E&P (Millions of USD)
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ACP calculations updated for January 2022, based on the ACP Economic Report “Aporte fiscal de la cadena de hidrocarburos
en Colombia 2020 – 2021(p)” for December2021.

1.1.3 Investment in exploration for 2021
•

Total investments in exploration for 2021 amounted to USD 520 million, 48% higher than that
reported for 2020 (USD 350 million). Most of this investment was allocated to onshore operations,
with the exception of USD 15 million which was allocated to planning activities in offshore projects
(Graph 2).

Millions of USD

Graph 2: Investment in exploration in Colombia
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Source: ACP

•

In general terms, 2021 investment execution fell within the range budgeted at the beginning at the
year (USD 500 - 550 million).

•

For 2021, 70% of investments in exploration were allocated to drilling, 10% to seismic activities and
the remaining 20% to other activities prior to exploration.

•

Exploratory activities included the drilling of 25 exploratory wells, 39% more than that of 2020 (18
wells), yet 37% below the activities programmed at the beginning of the year, given that the
expectation was to drill 40 wells. For 2021, 36% of wells were drilled in blocks focused on gas (9 wells).

•

In relation to seismic activity, 1,585 km equivalent of seismic was acquired, 5.6 times what was
executed in 2020 (283 km eq.). Of the 2021 seismic acquired almost a quarter, 23% (364 km eq.), was
carried out as part of an campaign from the National Hydrocarbons Agency (ANH for its acronym in
Spanish).

•

The companies expected to acquire about 2,300 equivalent kilometers in 2021, which means that
slightly more than half of the seismic activity initially programmed was acquired.

•

Although the exploration investment budget for 2021 was met, the activities executed (exploratory
wells and seismic) decreased with respect to what was initially programmed for the year. This is mostly
due to the fact that an important part of the investment budget (20%) was allocated to the
advancement of pre-exploration activities (studies, permits, etc.) and that some of the companies
surveyed stated that among the aspects that had an impact on the execution was the increase in costs
of the activities, as a consequence of the blockades and the National Strike.

1.1.4

Investment and volume of oil and gas production for 2021

•

Investments in production for 2021 totaled USD 2,570 million, a 51% increase over 2021 (Graph
3).

•

In general terms, 99% of the production budget estimated at the beginning of 2021 was executed,
which was estimated between USD 2,600 and 2,900 million. This even exceeded what was initially
programmed by some companies, mainly due to more favorable demand scenarios and
international oil prices.

Graph 3. Investment vs. Production
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•

40% of investments in production was mostly allocated to the drilling of development wells, 35% to
facilities, 15% to enhanced recovery activities and 10% to other activities

•

The average volume of oil production for 2021 was 736,000 bpd, 5.6% lower than that reported for
2020 (44,000 bpd less). To a significant extent, this decrease can be explained as a result of the
blockades to the operation during the National Strike of May and June, which represented close to
two million barrels of deferred production which were not completely recovered during the second
half of the year.

•

Ιn addition, factors such as electrical and mechanical failures in the fields, as well as the difficulty in
recovering the production of some of the reservoirs following production shutdowns ( due to low
prices and blockades during 2020) also impacted oil production for 2021.

•

In the case of natural gas, the pace of production was driven by the expected market demand,
therefore this supply must be analyzed in conjunction with the demand.

•

According to figures shared by the Gas Market Operator, the supply required to meet the internal
demand for gas amounted to 943 million standard cubic feet per day (MMscfd) 13, including (i) gas
injected into the National Transportation System - SNT (818 MMscfd) and, (ii) gas marketed through
virtual gas pipelines (GNC), dedicated gas pipelines and other demands not connected to the SNT (125
MMscfd).

(i) BMC-BEC " Informe Mensual – Mercado de Gas Natural ". November 2021, (ii) ACP calculation based on
information from the Market Operator, using calorific value of 1,082 BTU/PC.
13

•

On the other hand, the available potential for gas production to meet supply was 1,095 MMscfd 14,
therefore, gas availability for 2021 exceeded the effective demand for gas, a figure that is equivalent
to 14% of the production potential.

•

To complement the above, the Ministry of Mines and Energy publishes the total volume of gas
marketed in Colombia, which, unlike the gas supplied to the market, a figure reported by the Gas
Market Operator, includes the volumes of gas transferred to other producing fields (fuel used for
reinjection mainly in the Piedemonte Llanero (approx. 130 MMscfd)). This marketed gas totaled 1,074
million cubic feet in 2021, 3% higher than that recorded in 2020 (1,042 MMscfd) and continues to
reflect surpluses in gas supply compared to the requirements of this product both for the market and
for domestic consumption.

1.2 Investment Outlook and E&P activities for 2022
1.2.1 Context
•

It is estimated that global oil demand15 will continue to rise until it exceeds 100 million barrels per
day during the second quarter of 2022, thus reaching pre-pandemic levels. However, there is still
uncertainty about how COVID-19 variants may affect the economy in the short term.

•

As a result of the difficulty for supply to increase production in order to satisfy the growing demand
for oil, and the inflationary pressure occurring worldwide, it is expected that international oil prices
during 2022 will remain at the levels reached during the last quarter of 2021.

•

On the other hand, according to the World Bank 16, the economic growth outlook for Colombia is 4.1%
for 2022 and 3.5% for 2023. In line with the above, the ACP also estimates that the demand for liquid
fuels will continue to grow, increasing by 10% in 2022, and 3% per year between 2023 and 2030 17.

•

Despite the expected growth for 2022, given the volatility anticipated in international oil prices, the
companies surveyed expressed caution in their E&P investment budgets in Colombia, with
conservative price scenarios that averaged US$64/bl for this year and US$60/bl for the medium term.
Given this uncertainty, some companies have opted to have additional contingency budgets that will
depend on market behavior and unforeseen events.

•

In addition, the political environment in Colombia for 2022 will be marked by congressional and
presidential elections, as well as uncertainty regarding the proliferation of demonstrations and social
protests during this period, which are not expected to have an impact on the economic reactivation
of productive sectors, including investment projects in the hydrocarbon sector.

1.2.2 Investments in exploration for 2022
•

The ACP estimates investments in exploration for 2022 to amount to USD 1,130 million, 2.2 times
greater to the investments executed during 2021 (USD 520 million).

14
Production potential according to information from the Ministry of Mines and Energy updated as of December
28, 2021, in accordance with Resolution 01446 of 2021.
15

“Short Term Energy Outlook” U.S. Energy Information Administration. Enero 2022.
“Global Economic Prospects” World Bank. January 2022.
17
“Evolución 2021 y perspectivas 2022-2030 del mercado de combustibles líquidos en Colombia” ACP Economic Report.
December 2021.
16
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Graph 4: Investment in exploration in Colombia
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•

This budget in investment for exploration will be the highest recorded since 2014, however it
continues to be lower than the levels reported at the beginning of the last decade, when a drastic
increase in exploratory activities occurred, stimulating both domestic economy as a whole and the
development of oil and gas regions in the country (Graph 4).

•

The following are some of the main characteristics of the exploration projects foreseen for 2022:
o

Growing interest in natural gas: the percentage share of gas continues to grow, increasing from
45% of the total exploration budget in 2021 to 52% in 2022 (USD 591 million), investments that
will be made both onshore and offshore. This increase in investments confirms the interest that
companies have in this fuel, which will play a fundamental role in the country's energy
diversification.

o

Approximately 44% of the total exploration budget is aimed at meeting contractual obligations
with the ANH (close to USD 500 million). Some of these commitments had been postponed in
previous years due to the price crisis in 2020 and the blockades caused as a consequence of the
National Strike in 2021.

o

USD 930 million (82% of the 2021 investments) will be carried out onshore and the remainder
offshore (USD 200 million), including the drilling of two deep-water wells.

o

78% of the budget will be allocated to drilling exploratory wells, 12% to seismic and 9% to
studies, planning activities and others.

o

Investments in non-conventional reservoirs (NCR) will be aimed at developing environmental
studies, license procedures and other activities related to the Integral Research Pilot Projects –
(PPII for its acronym in Spanish), in compliance with the established terms.

o

It is important to highlight that in terms of pending procedures or bottlenecks for the execution
of exploratory projects budgeted for 2022.
 71% of the budgeted investment reported no pending procedures for its
execution.
 18% (US$203 million) reported procedures in progress, prior to the exploration
activity.
 11% of the investment is in the process of being verified with the companies.

Expected exploratory activity (seismic and wells):
o

The consolidated budget in this study foresees the drilling of 64 exploratory wells, which may
increase to 75. Included in these wells is the drilling of two offshore wells.

o

According to the companies that participated in the study, the increase in this figure was partly in
response to the ANH's encouragement to reactivate exploratory drilling through recent
regulations that include the approval of investment transfers and accreditation of exploratory
activities in any area of the national territory, under the framework of Agreements 05 and 10 of
2021.

o

It is worth highlighting that this exploratory drilling projection would be the highest since 2014,
when 113 wells were drilled. However, it is still equivalent to almost half of the activity carried
out at the beginning of that decade (average of 120 wells drilled annually).

o

In terms of seismic activity, the companies surveyed foresee the acquisition of close to 2,600
kilometers equivalent, all of them Onshore. This number is higher than those of previous years,
however, it is still low when compared to the onshore levels reported at the beginning of the last
decade, which reported annual averages of 16,000 km eq.
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Therefore, seismic should be included within the regulatory incentives issued by the ANH to
reactivate exploratory drilling, taking into account that this activity is the first step to identifying
exploratory prospects ("seed" of a project) and also to generate geological information prior to
drilling wells in sedimentary basins considered "mature" as, for example, those of located in the
Llanos Orientales, where an important part of the exploration is expected to be carried out.

•

Investments in exploration by region for 2022:
o

The Caribbean region 18 continues to be the main recipient of exploratory investment during 2022
(USD 487 million; 43% of the budgeted Capex). Fifty-nine percent of the investment will be made
onshore; and the total investment for offshore projects in Colombia will be executed in this
region. Likewise, 78% of the investment focused on the search for natural gas will be executed in
the Caribbean (Graph 6).

o

Llanos Orientales 19 is the second region with the highest exploratory investment with a budget
of USD 361 million, representing 32% of the Capex, and will be executed mainly in the department
of Meta (USD 140 million) and Casanare (USD 139 million). 12% of the exploration budget will be
executed in in the departments of Santander and Norte de Santander, with the remaining funds
allocated to other regions.

o

By department, Meta will receive the highest investment in exploration during 2022, followed by
Casanare, Sucre and Santander (Annex 1).

o During 2021, 44% of exploratory Wells were drilled in the Llanos Orientales region, and for 2022
the estimate is that 47% of wells will be drilled in this region.

1.2.3 Investments in the development of oil and gas production for 2022
•

Based on the information provided, investment in production for 2022 is estimated at USD 3,270
million, i.e. an increase of 27% compared to 2021 (USD 2,570 million). These investments are expected
to be allocated in a similar manner to that recorded during 2021: 42% (USD 1,373 million) in drilling
development wells, 34% (USD 1,112 million) in production facilities, 12% (USD 392 million) in
enhanced recovery (secondary, tertiary and other techniques) and 12% (USD 392 million) in other
investments.

•

Approximately 14% of these investments, i.e. USD 470 million, will be allocated to the development
of natural gas production (dry and associated gas), which represents an increase of USD 70 million
with respect to that recorded in 2021.

•

It is worth noting that this investment effort is of great importance to maintaining production, as it
allows compensating for the natural decline of 17%, i.e., avoiding the loss of 125,000 bpd of
production. In other words, if this investment is not made, with the average natural decline recorded
in the producing fields in Colombia, the country's oil production would fall to values close to 610,000
bpd.

•

By regions (Annex 1), the department of Meta will continue to be the main recipient of investment in
production with USD 1,417 million, followed by Casanare (USD 470 million), Santander (USD 384
million), Arauca (USD 234 million), Antioquia (USD 165 million), Putumayo (USD 118 million) and Huila
(USD 94 million).

This calculation does not include the south of Cesar, which corresponds to the region of the Valle Medio del
Magdalena.
19
Also includes investments to be realized in the Piedemonte llanero
18

•

In summary, based on the preliminary planning and budgets of the companies surveyed, the ACP
forecasts that in 2022 there will be an investment in oil and gas exploration and production of USD
4,400 million, 42% higher than in 2021 (Graph 6).

Graph 6. Summary of investments in E&P for 2022*

*Figures in millions of dollars

1.2.4 Projected oil and gas production volume for 2022
•

Based on the information provided by the companies surveyed, the ACP estimates that average
daily oil production for 2022 will be 760,000 barrels per day. This is an increase of approximately
15,000 barrels compared to the estimated production for year-end 2021 of approximately 745,000
bpd. Investments in production will mitigate part of the natural decline of the fields and increase
production by 2%.

•

On the other hand, gas production is expected to be the same as that reported by the companies in
their 2022 Production Statements, that is, a production potential of 1,106 (MMscfd) (194,000 barrels
of oil equivalent). However, if exploratory efforts are carried out, additional production volumes
may be available for demand.

•

This volume is higher than the average demand of 850 MMscfd projected by the UPME, so it is
expected to comfortably meet the demand of the domestic market. In the event of an unexpected
drought period, it is worth mentioning that the country also has a regasification plant in Cartagena
with the capacity to supply an additional 400 MMscfd in domestic production, which is intended to
meet the thermal demand in the event of such events.

Graph 7. Investment vs. Production
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Investment climate for the oil and gas industry in Colombia for 2021

• The following chapter presents the consolidated results of the companies' perception survey on the
investment climate for hydrocarbon exploration and production in Colombia during 2021, compared
to other countries against which we compete in the investment portfolio of the companies surveyed.
• As in previous years' ACP reports, Mexico and the United States led the ranking of competing countries.
It is worth noting that in the 2021 survey, the number of times countries such as Brazil, Argentina and
Peru, which were previously among the most mentioned, were mentioned less frequently; some
companies reported a loss of short-term investment interest in these countries, due to the economic
and political context they are experiencing. The companies surveyed also mentioned an additional 13
countries 20, without being able to identify a generalized industry trend. As competitiveness is an
important variable for Colombia, this aspect merits further study in future reports.
• To understand the companies' perception of the E&P investment climate in Colombia, a three-

dimensional survey was conducted: (i) to find out if there were significant changes compared to 2020,
(ii) to identify the aspects that improved and those that deteriorated in Colombia during 2021 and,
(iii) to evaluate the impact of the investment climate on the companies' exploration and production
strategy.

20

These countries include: Bolivia, Canada, Ecuador, Algiers, Cameroon, Dubai, Gulf of Mexico, Guyana, Russia,
Surinam, Trinidad and Tobago, Tunisia and Venezuela.

• Almost two thirds of the companies surveyed consider that there were changes in the investment
climate in 2021 as compared to 2020. Graph 8 shows the aspects that, in the opinion of sector company
managers, influenced the E&P investment climate in Colombia during 2021, either improving or
deteriorating conditions (positive or negative). The results are presented in percentages, according to
the number of times each of the identified aspects was mentioned.
Graph 8: Aspects that improved and deteriorated the investment climate
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Aspects that improved

Aspects that deteriorated

Aspects that improved
 The ANH's efforts to promote the reactivation of domestic exploration are worth noting, as
well as an important offer of blocks that made it possible to attract investment through the
Colombia 2021 Round. Progress was made with the signing of new contracts and consolidation
of the offshore exploration frontier and the commitment to achieve its development.
 The recovery in oil prices had a positive impact on investment levels in 2021.
 Gas production was consolidated, driven mainly by the recovery of demand in the Colombian
market.
 Important indications were registered regarding the reduction of transportation rates for oil
pipelines (Ministry of Mines and Energy study) and gas pipelines (WACC regulation and new
CREG rate methodology).
 Progress was made with the signing of two 21 Special Research Project Contracts (CEPI for its
acronym in Spanish) for the development of Integral Research Pilot Projects (PPII), and at the
same time, preliminary activities for their development began.
 The National Environmental Licensing Authority (ANLA for its acronym in Spanish) and the
Colombian Institute of Anthropology and History (ICANH for its acronym in Spanish) have made
significant efforts to improve their processes and develop new regulations.

Aspects that deteriorated
−

21

The aspect that registered the most mentions was the increase in social conflict, especially
during the social outbreak of 2021, as reflected in the National Strike that took place in May
and June of this year. Although with the implementation of the Territorial Relationship
Strategy by the Ministry of Mines and Energy (MME), accompaniment by the National
Government was guaranteed, in some cases the conflict exceeded the capacity of the regional
authorities, affecting the normal operations.

The CEPI Kalé was signed on December 24, 2020 and the CEPI Platero on June 4, 2021.

•

−

Concerns persist regarding the timeframes established for the procedures before the Regional
Autonomous Corporations (CAR for its acronym in Spanish). Furthermore, although there is a
consensus regarding the improvements made by the ANLA, company executives mentioned
that the information requirements for the preparation of Environmental Impact Studies are
excessive in relation to the impact of the activities, making the procedures longer and more
expensive.

−

Some expressed concern about the uncertainty of the country's presidential elections, both
due to the guidelines of some pre-candidates regarding the future of the sector, as well as
fears or warnings about possible increases in social conflict that may be generated during the
pre-electoral and electoral period in the territories.

−

Although in 2020 the reduction in the income tax rate was highlighted as positive, for 2021 this
aspect is considered as a negative aspect, not only due to the increase in the income tax rate
as of 2022, but also due to the instability caused by the approval of two tax reforms.

−

Increase in operating costs, both domestic and international, mainly due to the increase in
international maritime freight costs and, therefore, in the cost of goods, services and
materials, although a greater impact is expected in 2022.

−

Despite the improvements and greater flexibility identified in the ANH regulation, the
definition of the Economic Value of Exclusivity (EVE) in the contractual minutes of the 2021
Round is perceived as a deterioration thereof.

−

The suspension of the rules that establish the technical guidelines for the exploration and
exploitation of non-conventional reservoirs in Colombia remains in place.

o

When company executives were asked if the investment climate in Colombia impacted their E&P
investment strategies, 63% of the companies stated that they had kept their exploration strategy.

o

The remaining 37% of company executives indicated that they had made changes in their
exploration strategy as follows: 6% increased exploratory investments primarily due to the
increase in the price of oil and internal decisions to accelerate activities. Thirty-one percent
indicated that they postponed or recomposed investments as a consequence of conflicts in the
area, high archaeological costs or while waiting for the approval of regulatory decisions that will
make it possible to proceed with investments in 2022.

Impact on the production strategy:
o 79% of the companies surveyed stated that they did not make any changes to their production
strategy, i.e. there were no structural changes. This is evidenced by the statistics on investments
made, the execution of which was within the budgeted range at the beginning of 2021.
o The remaining 21% indicated that they made changes in their production strategy due to the
postponement of activities as a result of difficulties caused by the National Strike or public order
situations (blockades or cost overruns required to reopen production).
In general terms, the improved price outlook for 2021 leveraged the development of 2021 activities
and 2022 investment budgets, while mitigating concerns for the development of investments, which
in past studies have been reiterated as persistent, and among which socio-environmental aspects and
high operational and transportation costs are highlighted.

3. Recommendations for the reactivation of exploration and production in Colombia
•

Below are some recommendations to stimulate E&P investment in Colombia, as suggested by the
managers of the companies surveyed, to work jointly with the actors associated with the sector.
They are expressed as percentages according to the number of times each of them was mentioned
(Graph 9).
Graph 9. Recommendations to stimulate E&P investment
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1. Strengthen relationship strategies between the industry and the regions: Strengthen training on
the positive impact of the sector's investment projects in the regions, while improving community
relations models. Continue working together with the government to improve the safety of
operations and infrastructure, as well as in the issuance of clear rules regarding social protest
(duties and rights of all stakeholders).
2. Reduce transportation tariffs for oil and gas pipelines: continue to make progress in defining
competitive tariffs that allow for an adjustment in the remuneration of oil pipeline assets in
particular, and, for gas pipelines, a more flexible and efficient structure that encourages the
connection of the coast with the interior of the country.

3. Optimize times and ensure stability in the rules for the proceedings prior to exploration: work
on the issuance of clear and agile terms with respect to the procedures that companies must
follow for environmental and prior consultation procedures. There are opportunities for
improvement in environmental regulation in order to optimize them and make them more agile.
4. Improve the regulatory framework for administering areas and stimulating E&P investments:
Accelerate the approval of transfers and implementation of investment accreditations, continue
moving forward in the improvement of the EVE and in the coordination of ANLA - ANH processes
in order to establish clearer rules regarding environmental restrictions in the areas offered.
Review incentives for enhanced oil and gas recovery processes.

5. Strengthen sector communications: Foster the sector’s knowledge management as a driver of
the economy, an energy transition leader, and a promoter of regional development and
environmental strengthening programs.
6. Tax stability and energy incentives: generate legal stability and clarity in terms of tax rules
associated with legal determinations, such as those that are modifying the legal prohibition to
charge ICA tax for hydrocarbon activities in the payment of royalties, as well as the
appropriateness of deducting, from the payment of income tax, the value paid for royalties.
Facilitate the implementation of tax incentives for energy efficiency projects, decarbonization,
renewable energy generation, among others that contribute to the goal of Greenhouse Gas
mitigation and decarbonization.
7. Stimulate and facilitate the development of non-conventional reservoirs (NCR): facilitate the
implementation of the Integral Research Pilot Projects, including the procedures, socialization,
execution of the planned activities, as well as the corresponding production stage.

8. Stimulate growth of natural gas market and offshore projects: Review gas marketing models in
an effort to seek the flexibility required to facilitate bilateral negotiations and marketing of inland
gas and offshore projects. Continue building the regulatory framework for the development stage
of offshore projects.

In summary,

E&P Investments and activities for 2021
• 2021 was marked by a recovery in international and domestic economic growth, an increase
in the international price of oil, fuel demand and investments in oil and gas exploration and
production.
• In Colombia, total investment in E&P amounted to USD 3,090 million, which was within the
budget range established at the beginning of 2021 and represented an increase of 51%
compared to 2020, despite the fact that it did not reach the pre-pandemic levels of 2019.
• USD 520 million was invested in exploration, 48% higher than the CAPEX for 2020. However,
25 wells were drilled out of the 40 wells budgeted and 1,585 km of seismic was acquired out of
the estimated 2,300 km.
• USD 2,570 million were invested in production, an increase of 51% compared to 2020.
• The volume of oil and gas production in 2021 fell, compared to 2020, by 5.6% and 3%,
respectively, mainly due to the blockades as a result of the National Strike that led to deferring
and shutting down production and some operational difficulties in the oil fields recorded during
the year.
E&P Outlook for 2022
• The trend towards reactivation is expected to continue; however, uncertainty remains due to
the volatility of the international oil price, which is why the companies prepared their budgets
based on conservative price scenarios (USD 64/barrel country average year) and investments
contingent on the evolution of BRENT during 2022.
• Total E&P investment will amount to USD 4,400 million; 42% higher vs. 2021.
• Exploration investment is expected to be close to USD 1,130 million, 2.2 times higher vs. in
2021, of which, 82% will be allocated to onshore operations and the remaining to new offshore
activities.
• 52% of the exploration budget will focus on natural gas and 44% will be aimed at fulfilling
contractual obligations with the ANH. It is expected that close to 64 exploratory wells will be
drilled, including the drilling of 2 offshore wells and 2,600 km of seismic.
• Budgeted investment in production is estimated at USD 3,270 million, 27% higher vs. 2021, and
is focused on sustaining production and avoiding field decline.
• For this year an average oil production of 760,000 bpd is expected and a marketed gas
production of 1,106 MMscfd, which is estimated to be higher than the demand projected by
the UPME for 2022, i.e. the natural gas produced in Colombia will be able to meet the market
needs foreseen for 2022.

Investment climate for the E&P industry for 2021
• Almost two thirds of the companies surveyed identified changes in the investment climate in
2021 compared to 2020.
• Among the aspects that improved, the ANH's efforts to stimulate the reactivation of
exploration and the offer of new areas in the 2021 Round are worth mentioning.
• The following were also listed as positive aspects: the reactivation of crude oil prices, the
consolidation in gas production, indicators to make oil and gas transportation tariffs more
competitive, progress in the NCR pilots and improvements in the regulation and management
processes of the ANLA to streamline environmental procedures.
• Among the aspects that deteriorated were the increase in social conflict, as well as the costs
of environmental studies, pre-electoral political uncertainty, fiscal aspects (tax reforms and
increase in income tax), increased costs and implementation of the EVE in ANH agreements.
• The investment climate allowed 63% of the companies to maintain their exploration strategy,
while 37% adjusted their 2021 strategy as follows: 31% of them postponed projects or
recomposed portfolio, 6% increased investment due to higher prices.
• 79% of the companies did not adjust their production strategy, the execution of investments
fell within estimates. The remaining 21% postponed activities due to the National Strike and
public order situations.
Recommendations to stimulate E&P
• As a result of the surveys, oil and gas exploration and production companies offer
recommendations that include: improvements in environmental management; requirements
for environmental studies more in line with the impacts and more agile procedures between
the different authorities; implementation of the improvements announced in the regulation
of oil and gas transportation rates; adjustments in administration of areas and E&P contracts
matters to encourage the arrival of more companies and greater activity; pending regulatory
development to offer fiscal stability, among others. A large part of these recommendations
are currently being addressed with the National Government.

ANNEX 1
DISTRIBUTION OF E&P INVESTMENTS BY DEPARTMENT FOR 2022

Table 2. Investment in production by
department (MUSD)

Table 1. Investment in exploration by
department (MUSD)

Investment in
exploration*

Share

Caribe offshore

199.6

18%

Meta

Meta

140.1

12%

Casanare

138.6

Sucre

Investment in
production*

Share

1,416.9

43%

Casanare

470.3

14%

12%

Santander

383.9

12%

118.9

11%

Arauca

233.8

7%

Santander

112.9

10%

Antioquia

165.1

5%

Arauca

69.7

6%

Putumayo

118.4

4%

Cesar

66.6

6%

Huila

94.2

3%

Córdoba

57.3

5%

Sucre

93.3

3%

Magdalena

56.4

5%

Cesar

78.3

2%

Putumayo

42.7

4%

Bolívar

56.2

2%

Atlántico

34.9

3%

43.3

1%

Boyacá

25.0

2%

Norte de
Santander

Norte de
Santander
Guajira

24.0

2%

Magdalena

28.0

1%

10.4

1%

Atlántico
Tolima

18.6
18.3

1%
1%

Nariño

6.6

1%

Boyacá

10.1

0%

Antioquia

5.9

1%

Córdoba

9.4

0%

Bolívar

4.0

0%

Guajira

3.6

0%

Cundinamarca

3.0

0%

Bolívar

2.6

0%

Tolima

0.5

0%

Caribe offshore

0.1

0%

Other

13.0

1%

Other

25.6

1%

Total

1,130

100%

Total

3,270

100
%

Department

*Figures in millions of dollars.
Source: ACP based on E&P company surveys.

Department

