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Ecopetrol Says Colombia Should Pare Back Planned Export

Tax

Colombia’s state-controlled oil producer - S84 is proposing to dilute a planned oil
export tax that is a major part of President Gustavo Petro’s economic program.

Eloomberg News
Andrea Jararnillo
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Felipe Bayon, chief executive officer of ECopetiol 54, smiles on the floor of the Mew vork Stock Exchange (MNYSE) in Mew York, U.S., on Friday,
Aug. 24, 2018 U5, stocks rose, while the dollar deepened losses and Treasuries turned higher after the Federal Reserve chair signaled the
central bank has nointention of accelerating the pace of rate hikes. PHOTD BY MICHAEL MAGLE /Bloomberg

(Bloomberg) — Colombia’s state-controlled oil producer Egopetral 34 is proposing to dilute a planned oil export
tax that iz 2 major part of President Gustavo Petro's econormic program.

Ecopetral is asking the government, it’s largest shareholder, to raise the reference price for when it starts
charging oil export tazes, A bill presented this week includes a 10% export tax on oil, coal and gold when the
price is above an international reference, which is $42 a barrel for crude, That compares to an average price of
about 3105 in the last six months,

The reference price iz “too low,” CEC Felipe Bavon said in an interview on the sidelines of a business conference
in Cartagena.“Forme the threshold of $48 would need to goup”

Aballpark number of about $65 to $70 a barrel would make sense, he said. Beapetrol would have to pavup to &
trillion pesos ($1.2 billion) in export taxes at current prices if the level is approved at $48, As it iz, the levy would
reduce Eeopetrol’s dividend pavments by about half, according to Bayon. The benefit for the government is that
it receives payments as soon as crude is exported, “which we understand is relevant.”

The leftist government of Gustavo Petro, which took office on Sunday, has said the tax reform is part of its wider
plan to cut inequality and finance poverty-fighting programs. Petro has pledged to phase out the economy’s
dependence on oil and coal, which currently account for about half of Colombia’s exports. As part of his
campaign promises he said he won’t award any more exploration licenses, and has said the transition will take
about 132 years,

Eead: Petro Targets Rich Colombians and Qil Exports With MNew Tazes

Speaking in a radio interview Friday, the recently appointed Mines and Energy Minister [rene Velez reiterated
Colombia won't award more exploration contracts, 3ince Fetro was elected in June, Eeapetral shares have fallen
16%,

The taxz reform aims to boost 2023 tax revenue by the equivalent of 1.7% of gross domestic product. The tax bill
alzo includes a proposal that halts deductions for rovalty paviments, which means higher costs for commeodity
companies,

Speaking at business association ANDI's annual event in Cartagena, it’s head Bruce Mae Master cautioned that
tax increases may lead companies to reconsider investing in Colombia, The group caloulates that the effective tax
rate for mining and hyvdrocarbon companies would jump to 87% if the tax bill passes in its current form, from
53% this year.



Ecopetrol doesn’t just have to contend with higher levies, The government also needs to reimburse it for
subsidizing fuels. Rather than allow gasoline prices to rise in line with crude this year, the government has
capped the increases, That means that at current prices, the subsidy costs the government between 2 and 3
trillion pesos a month,

In March of this vear Eeapetral received 14.2 trillion pesos outstanding, and this month will receive about 3
trillion pesos,

The Petro administration has shown willingness to continue to pavy, said Bavon, pointing to 19.2 trillion pesos
earnarked in next vear's budget for such payment,

“They are very aware and we'll continue to work with the government,” said BEavon.“[ sense the right attitude.”

still, the new tax plans won’t slow down Egopetral’ s investment plans after it presented record earnings in the
second quarter,

“We don’t want to slow down our investment,” said Bavon, “Prices are in a good place, our ability to execute is
good: more rigs, more wells being drilled, more facilities being built”

Production iz also up. Beopetral produced 704,000 barrels a dav in the second quarter and in July it rose to
714,000,

“all in all things are looking good,” said Bavon. “But vou need to look at the potential implications of the tax
reform and the fuel subsidies, the whole thing”

tAdds decline in share price in sizth paragraph.)
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