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Calombia's energy landscape reflects broader Canada energy transition challenges, where Commeditles News
national oil companias must balance traditional hydrocarbon revenues with accelerating pressure  Discoverles Stocks
to diversify into renewable infrastructure. This strategic tension has created complex investment  Geology Uneategorized

scenarios reguiring sophisticated capital allocation frameworks that preserve aperational Investing
excellence while positicning far long-term market avolution.

The dynamics driving thase investment decisions extend beyond simple portfolic aptimisation.
Macroeconamic valatility, currency fluctuations, and evalving regulatory landscapes create
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multi-layered risk scenarios that demand conservative planning assumptions while maintaining
growth capacity. Understanding how majar Latin American energy companies navigatethese
challenges pravides critical insights into regional energy market avolution and investmeant Name

John

The d:: 540 investment plan 2026 represents a comprehensive COP 22-27 trillion ($5.4-6.7
billion) capital allacation strategy dasignad ta maintain praduction capacity whila building

diversified energy infrastructure capabilitias. This investment framewark pricritises upstream

aperations with approximately COP 17.2 trillion allocated to exploration, production, refining
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and transport activities, representing roughly 70% of total planned expendituras, | R N e

The financial architecture underlying this strategy reflects conservative commadity price
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assumptions with $60 per barrel Brent crude pricing and COP/USD exchange rate projections

of 4,080. These planning parameters indicate managament's preference far stress-tested
investment scenarios rather than optimistic commeadity price environments, ensuring project About the Publisher Disclaimer
viability under challenging market conditions.

Key Financial Metrics and Targets:
» Production sustainability target: 730,000-740,000 barrels of cil eguivalent per day
» EBITDA margin objective: approximately 40%

» Government revenue transfers: targeted at COP 28 trillion



+ as production compaonent: 105,000-110,000 boed within total autput

The strategy incorporates portfolio rotation mechanisms and cost-reduction initiatives
specifically designed to preserve liquidity while maintaining investment momentum across
cora businass segments. This approach demaonstrates sophisticated risk management that
acknowledges commadity price volatility while ensuring operational continuity.

Sectoral Investment Distribution Analysis

Beyond upstream operations, the investment framework allacates significant resources across
multiple energy infrastructure categories. Gas development receives COP 1.5 trillion, focusing
an Llanas Foothills projects and Caribbean offshare praspects. Transport infrastructure
commands COP 1.5 trillion for pipeline integrity and reliability upgrades acrass Cenit, Ocensa,
ODC and ODL systems.

Refining operations captura COP 1.7 trillion directed toward availability improvements and
emissions reduction at Barrancabermeja and Cartagena complexes. Tha stratagy maintains
throughput targets of 410,000-420,000 barrels per day, indicating focus on aperational

efficiency rather than capacity expansion.

Mast significantly, energy transition initiatives account for COP 0.9 trillion, while the
transmission subsidiary ISA receives COP 6.2-6.8 trillion representing approximately 26% of
total group spending. This allocation pattern demonstrates commitment to infrastructure

diversification while maintaining care hydrocarbon aperations.

Strategic Rationale for Sustained Development Drilling
Programs

The investment plan 2026 includes an ambitious development drilling program
targeting 380-430 wells, with 95% of activity concentrated within Colombian territory. This
drilling intensity occurs despite mounting pressure from energy transition advacates and reflacts
saphisticated economic calceulations about cash flow optimisation during commadity cycles.

The development well program serves multiple strategic objectives beyaond simple production
replacement. Short-term revenue generation capabilities enable funding for rensewable energy
investments and grid infrastructure expansion. Geagraphic concentration within Colombia
provides operational efficiency advantages, regulatory certainty, and reduced geopolitical risk
comparad to international explaration venturas.

Production Sustainability Economics:

» Development wells planned: 380-430 across Colombian basins

= Exploration program: 8-10 wells targeting Meta and Putumayo regions
= Offshare prospects: Caribbean gas exploration initiatives

» Production declina mitigation: Essential for 730,000-740,000 boed targets

Technology Integration and Operational Excellence

Madern drilling oparations increasingly rely on digital transformation and automation
technologies to improve efficiency and reduce per-well costs. 's investment strategy
demanstrates industry commitmeant to operational excellence while navigating complex market
conditians.

The concentration of drilling activity within familiar geclagical environments allows aptimisation
of completion technigues, fracturing strategies, and production enhancement methods
develaped through decades of Colombian basin experience. This operatianal knowledge provides

competitive advantages in well economics and praject execution timelines.

Reserve replacement and portfolio management considerations drive continued drilling
investment despite transition pressures. Maintaining productive asset base enables cash flow
generation necessary for financing renewable energy infrastructure and grid maodernisation
projects thraugh the ISA subsidiary.



Gas Development Strategy and Market Volatility
Management

Natural gas investments representing COP 1.5 trillion within the investment plan
2026 position gas as a critical bridge fuel supporting Colombia's enargy transition pathway. The
production target of 105,000-110,000 boed gas equivalent represents approximately 15% of
total autput, incicating material but not dominant rale within the production portfalio.

Gas development focuses an two primary geographic regions: Llanos Foothills onshore
projects and Caribbean offshore prospects. This dual approach provides partfolio diversification
across geolagical settings while leveraging existing infrastructure and operational expertise
developed through conventional cil and gas activities.

Furtharmare, natural gas price trends continue to influence investment decisions acrass Latin
American energy markats, creating additional complaxity far long-term planning scenarios.

Strategic Gas Investment Components:

» Llanos Faoothills development: Onshare production capacity expansion
» Caribbean offshare axploration: Higher-risk, higher-reward prospects

» Production integration: Gas sales supparting domestic market demand

» Infrastructure utilisation: Existing pipeline and processing capacity aptimisation

Market Positioning and Transition Economics

Gas servas as transition fuel enabling power generation infrastructure evolution while
providing lower carbon intensity compared ta oil praducts on a per-BTU basis. Colombian
domestic market demand from industrial users, power genarators, and residential consumers
creates stable offtake oppaortunities for new gas production.

The investment strategy recognises gas as revenue generation mechanism funding renewable
energy development rather than long-term growth focus. This approach balances energy
transition reguirements with near-term cash flow aptimisation during the commadity cycle.

Regional gas market dynamics require consideration of import/expert balance, LNG
infrastructure development potential, and competitive pasitioning versus regional suppliers from
Peru, Balivia, and Trinidad & Tobago. Colambia's domestic market provides foundation demand
while export opportunities depend on infrastructure investment and regulatory framewark
evolution.

ISA Transmission Infrastructure and Grid Modernisation

The transmission subsidiary |SA receives COP 6.2-6.8 trillion representing approximately 26%
of total Group spending, demonstrating significant commitment to power
infrastructure development. This allocation enables power grid expansion supporting
renewable energy integration while providing regulated utility revenue streams distinct from
commadity price valatility.

Clean energy capacity additions target approximately 750 MW, supporting Colombia's
renawable energy development goals while creating transmission infrastructure necessary faor
grid reliability and energy security. Tha strategy positions |SA as critical enabler of renewable
energy deployment rather than merely passive transmission operator.

Similarly, renawable energy transformations across industrial sectors demonstrate the

impartance of integrated infrastructure development for successful energy transition outcomes.
ISA Investment Priority Areas:

» Grid expansion: Transmission capacity increases for renewable integration

» System reliability: Infrastructure hardening and redundancy improvements

» Clean energy capacity: /50 MW renewable energy development support



» Technolagy madernisation: Smart grid capabilities and automatian systems

Revenue Diversification and Risk Management

ISA investments provide revenue stream diversification beyond hydrocarbon price exposure
through regulated utility cash flows and long-term infrastructura service contracts. This
strategic pasitioning reduces averall company dependency on oil and gas price vaolatility while
building sustainable energy infrastructure.

Cross-business unit value creation emerges through operational synergies between cil and gas
transpartation systems and electrical transmission infrastructure. Shared maintenance
capabilities, regulatory expeartise, and project development skills create efficiency advantages
across the integrated energy platform.

The 26% allocation to ISA within total group spending indicates management confidence in
transmission infrastructure returns and strategic value compared to upstream hydrocarbon
investments. This capital allocation reflects long-term view of Colombian energy market

avolution and infrastructure reguirements.

Refining Strategy and Commodity Market Dynamics

Refining operations receive COP 1.7 trillion focused on availability improvements and
emissions reduction at the Barrancabermeja and Cartagena complexes. The strategy maintains
throughput targets of 410,000-420,000 barrels per day while emphasising operational
reliability and enviranmental compliance rather than capacity expansion.

Availability improvements target reduced maintenance downtime and enhanced operaticnal
consistency to optimise product output during favourable refining margin periods.
Environmental compliance investments prepare facilities far evalving emissions standards while
maintaining competitive positioning within regianal refined praduct markets.

In addition, the broader cantext of oil price rally analysis influences refining margin expactations
and capital allacatian decisions acrass integrated enargy companies.

Refining Investment Focus Areas:

» Barrancabarmeja complex: Availability and emissions impravements

» Cartagena facility: Operational reliability and enviranmental compliance
» Throughput optimisation: 410,000-420,000 bpd capacity utilisation

+ Product mix enhancement: High-value praduct focus and yield improvements

Margin Protection in Volatile Markets

Refining margin protection reguires feedstock flexibility and product mix optimisation to
navigate vaolatile crude oil pricing and refined product demand patterns. The strategy emphasises
operational efficiency improvements rather than capacity expansion, indicating focus on

raturns optimisation within existing infrastructure.

Regional market positioning considerations include competitive dynamics with ather Latin
American refinars, impart/expart balance for refined products, and domeastic markat demand
growth prospects. Colombian refined product markets provide stable foundation demand while
export appartunities depend an margin competitivenass and lagistics aptimisation.

Processing efficiency improvements through technology upgrades and maintenance
aptimisation create competitive advantages during challenging margin environments. The
investment strategy balances immediate aperational improvements with long-term

ahviranmental complianca raguirements.

Risk Assessment Framework and Investment Resilience

The investment plan 2026 incorporates multiple risk factars reguiring sophisticated
management stratedies across commadity price exposure, currency volatility, operational



challenges, and energy transition timing. Conservative planning assumptions using $60 per
barrel Brent pricing provide stress-tested investment scenarias ensuring projact viability under
challenging market conditions.

Macroeconomic risk factors include COP/USD exchange rate valatility projectad at 4,050,
inflation impact on project costs, and Colombian palitical stability considerations affecting
regulatary continuity. The portfolio rotation strategy and liquidity preservation mechanisms
provide flexibility to adapt investment priorities based on changing market conditions.

Furtharmare, market valatility hedging strategies become increasingly impartant as companias

navigate complex commodity cycles and transition investments simultanaausly.
Primary Risk Categories:

» Commadity price sensitivity: Oil and gas price valatility impact an cash flows

» Currency exposure: COP/USD exchange rate fluctuations affecting project ecanomics
+ Operational risks: Production decline rates and exploration success probabilities

» Regulatary changes: Environmental compliance and energy transition policy evalution

Operational and Technical Risk Management

Exploration success rates for the planned 8-10 explaration wells in Meta and Putumayo basins
reguire prabability analysis considering geolagical uncertainty and technical execution
challenges. Production decline management across mature Calombian fields demands
cantinued development drilling to maintain 730,000-740,000 boed targets.

Technology deployment risks associated with digital transformation and automation initiatives
could impact drilling efficiency impravements and operational cost reduction targets.
Environmental and social governance considerations include community relations,
shviranmental impact assessmeants, and parmit acguisition timealines.

The 95% Colombian drilling concentration reduces geopalitical risk while creating operational
risk cancentration within domestic regulatary environment. This gecgraphic focus enables
aperational optimisation but reguires careful management of regulatory relationships and
enviranmental compliance standards.

National Energy Security and Economic Impact Analysis

The investment strategy generates substantial economic contribution through government
revenue transfers targeted at COP 28 trillion, representing significant fiscal impact for
Calombian national budget priarities. Direct and indirect employment generation across
multiple regions supports economic development while building energy infrastructure
capabilities.

Energy independence metrics improve through sustained domaestic hydrocarbon production,
gas development, and renaewable energy capacity additions. The integrated approach reduces
Calombian import dependency while building expart potential acrass multiple energy sectars.

Detailed financial prajections indicate management confidence in achiaving these targets while
maintaining operational flexibility acrass multiple businass segments.

National Economic Contribution Components:

» Government transfers: COP 28 trillion revenue contribution

» Employment generation: Rirect jabs in drilling, refining, and transmissicn

» Supply chain development: Lacal content and service pravider appartunities

» Infrastructure legacy: Long-term asset value for Colombian energy sectar

Strategic Resource Management and Long-term Planning

Reserve replacement ratios reguire continued exploration succass to maintain long-term
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legacy value through pipaline systems, transmission netwaorks, and refining capacity supporting
future energy market evalution.

Technology transfer benefits emerge through operational knowledge development, engineering
capabilities, and industrial capacity building across Colombian energy sector. The integrated
energy approach positions Colombia as regional leader in enargy transition while maintaining
hydrocarbon revenue genaration.

Long-term asset utilisation considaerations include infrastructure depreciation timelinas,
technology obsolescence risks, and adaptation reguirements for changing energy market
dynamics. The investment strategy balances immediate operatianal reguirements with long-term
value creation across multiple energy sectaors.

Colombia's Energy Transition Positioning and Global
Context

The investment plan 2026 represents sophisticated balancing strategy between
traditional energy revenue optimisation and transition infrastructure development. The
approach leverages hydrocarbon cash flows ta finance renewable energy capacity and
transmission infrastructure while maintaining operational excellence in core business segments.

Regional leadership positioning emerges through integrated energy approach combining
upstream aperations, gas development, refining, and transmissian infrastructure within unified
strategic framewark. This comprehensive platform creates competitive acvantages compared to
single-sector energy companies across Latin America.

Energy Transition Strategy Elements:

» Cash flow generation: Hydrocarbon revenue funding transition investments

» Infrastructure integration: Oil, gas, and electrical systems coardination

» Techneology development: Operational excellence suppaorting transition capability

» Market positioning: Integrated enargy provider serving multiple sectors

International Investment and Partnership Framework

Foreign direct investment attraction raguires demaonstration of stable returns acrass traditional
and renawabla enargy secters. The investment strategy provides infrastructure development
opportunities for international partners while maintaining Calombian operational control and
strategic dacision-making authority.

Technology partnerships enable renewable energy callaboration, grid madernisation, and
aperational efficiency improvements through internaticnal expertise integration. Carbon credit
monetisation potential creatas additional revenue streams through environmental project
developmeant and caertification.

Regional energy integration opportunities include crass-baordear pipeline connections, electrical
grid interconneactions, and coardinated renawable energy development with neighbouring
countries. The strategic framework pasitions Colombia as energy infrastructure hub supporting
broader Latin American energy markat evalution.

" Investment Disclaimer: The analysis presented reflects publicly available information about
's announced investment plans and should not constitute investment advice.
Commodity price volatility, currency fluctuations, and operational risks may significantly impact
actual investment outcomes compared to projected scenarios. Prospective investors should
conduct independent analysis and consult qualified financial advisors before making
investment decisions related to Colombian energy sector opportunities.
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apportunities ahead of the broader markat. Just as Colombia's energy giants like
navigate complex commoadity cycles with sophisticated invastment frameworks, savvy
Australian investars can position themselves ahead of majar | discoveries that histarically
generate substantial market returns — begin your 30-day free trial today to secure your market-
leading advantage.
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