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T he so-called first energy crisis that
l occurred in the early seventies
was, in reality, a much more exten-
sive and profound crisis, which
exerted an impact beyond the ener-
gy sector and involved both the
industrialized countries and the
developing countries, and its con-
sequences affected international
cconomic  relations  during  the
entire decade of the seventies.

One of the first and most visible
svmptoms of this crisis was the dras-
tic rise in oil bills of the oil-importing
countries and a substantial, unex-
pected increase in foreign currency
parnings for nil-exporting countries,
a larpge parl of which ended up on
international financial markets, thus
contributing to the indebtedness of
the countries and the well-known
sequel to this indebledness,

As a result of this international situ-
ation, which overturned the energy
supply structure of the time, in
1972, for the first time, mention
wis made of the need for the coun-
tries of Latin America and the
Caribbean to join forces to address
energy issues, tackle the crisis, opti-
mize resources, and promote coop-
eration. As a result, in mid-1972

the Government of Venezuela can-
vened the First Informal Consulta-
tive Meeling of Energy and Oil Min-
isters of Latin America and the
Caribbean in Caracas, Venezuela,
on August 21-24, which was
attended by representatives from 21
countries of the region.

Al the Meeting, ideas and concerns
about the energy agenda of the
countries, which could serve as the
background for an authentic inte-
grative action, were expressed. The
need for a forum with a suitable
institutional framework that would
channel and foster these ideas was
underscored.

In addition, in this context, it
became apparent that it would be
advisable to create a Latin Ameri-
can commaon market for hvdrocar-
bons or a Latin American petroleum
bank, as the Middle Eastern coun-
tries memhbers of the Crzanization
af the Petroleum Exporting Coun-
trics (OPEC) had done, which
would bring together all the coun-
tries of Latin America and the
Caribbean to defend and promote
oil prices on the world market,
while ensuring, at the same time,
regional supply security.

The critical situation being experi-
enced by the countries worldwide
highlighted the urgent need to
establish horizontal cooperation
mechanisms in the region. It was
important to join forces and coordi-
nate actions to develop more effi-
ciently the energy sector and thus
address all those aspects involving
energy resource research, produc-
tion, marketing, and conservation
in  Latin  America and  the
Caribbean.

As aresult, the proposal o creale a
Latin American Encrgy Organiza-
tion came as no surprise; on the
contrary, all those attending the
meeting supported it

Thus began an intense political and
diplomatic mobilization process in
the region, which continued with
the Second Consultative Meeling of
Energy Ministers, held in Quito,
Ecuador in April 1973, and culmi-
nated with the Third Consultative
meeting that took place in Lima,
Peru, on October 29-November 2,
1973, when the Lima Agreement,
which is the charter of the Latin
American  Energy  Organization
(DLADE), was signed.

Energy Integration
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The Lima Agreement defines a set
of abjectives and proposals, involv-
ing a permanent and dynamic pol-
icymaking platiorm for the region,
bhecause instead of declining over
time the Apreement’s tenets can

always be enhanced. The Lima
Agreement is a broad instrument
that provides the countries with a
flexible legal framework that
enables them to adopl a wide ranpe
of cooperation and integration
schemes. In addition, it is essen-
tially a pluralistic treaty.

Therefare, Latin America and the
Caribbean became a veritable pio-
neer among Third World regions
and countries, when it made a con-

scious efforl lo promole energy
integration actions by installing a
specialized entity, demonstrating its
capacily lo address periods of cri-
sis. (DLADL gave a clear example
of the member countries’ capacity
for innavation; by applying a pure-
Iy sectoral approach it broke away
from the traditional madel for inte-
gration and cooperalion processes.

Ihe political decision to set up this
new regional energy institution had
to be ratified by the signatory coun-
triecs by a provision of the Lima
Agreement itself, which determined
that it would enter into force with
the ratification of the twelfth coun-
try. Meanwhile, it was decided that

Latin Amarican Eneray Organization » OLADE

as an Instrument
of Development
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the city of Quito, Fcuador, would be
the headguarters for the Qrganiza-
tion and that a temporary Coordina-
tion Secretarial would be set up,
comprised ol representatives from
Arpentina, Fouador, and Peru.

In Augusl 1974, the Fourth Consul-
tative Meeting was held in Buenos
Adres, Argentina. By that time, ten
countries had ratified the Lima
Agreement and the oil crisis in the
world was reaching its peak and
affecting the majority of the member
countries of the budding Organiza-
tion, which once again confirmed
their willingness o address the cri-
515,

Barbados
f'@oliuia

Brazil

The Fifth Meeting of Ministers in
Kingston, Jamaica in February 1975
was i fact the first Meeting of Min
isters of the Latin American Encrgy
Crrganization, that was now fully
operative, since by the date of this
Meeting, 14 signatory States of the
Lima Agreement had ratified it
Starting with this meeling and there-
after, the actions and decisians of
the Organization had a truly region-
al scope,

After 25 years of canstant activily
with the 26 member countries that
lave ratified the Lima Agreement, it
is apparent that OLADE has been
involved in the most important inte-
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grative energy seclor actions pro-
maoted by the Energy Ministers of
Latin America and the Caribhean.

SAN JOSE DECLARATION

The Ohrganization had already been
cansolidated when, in 1979, anoth-
er international oil crisis accurrad,
with steep oil price hikes that forced
the industrialized countries o use
part of their strategic oil reserves,

It did not take lons for the
sronomies of the developing coun-
tries, especially those of Latin Amer-
ica and the Caribbean, 1o feel the
deep impact of this second crisis. As
a result, OLADE convened the First
Extraordinary Meeting of Ministers
in San jfm‘ de Costa Rica, at which
time the San José Declaration was
issued, granting OLADE an inlerna-
tional standing of prestige as a result
of ils capacity to bring together hoth
oil-exporting  and  oil-importing
countries, at a time when confronta-
Lion was the rule hecause of differ-
ing inlerests the international
sphere,

The San José Declaration empha-
sized the following:

-

Cireater regional energy sector
cooperation.

¢ The necd to promote the devel
opment of new and renewable
energy sources in the region.

» The start of regional policymak-
ing on the basis of national ener-
sy plans as the condition for stim-
ulating cooperation.

* The promotion of programs
aimed at increasing Mmﬂly and
rationalizing energy demand,
especially the marketing, trans-
porl, storage, distribution, and
refining of oil and gas resources

The Declaration of San José also led
to the possibility of establishing a
Latin American Energy Cooperation
Program.



At the same Hme that this Declara-
lion was being issued and on the
basis of the Puerlo Ordaz Agree-
mient between Mexico and the Coen-
tral American countries, the Gowv-
ernments of Mexico and Venezuela
drew up the San José Accord,
whereby, in one of the major ener-
gy sector milestones of the history
of  Latin America  and  the
Caribbean, a cooperation system,
which is still in force, was estab-
lished to ensure the reliable supply
of oil and gas to nine Central Amer-
ican and Caribbran countries,
under special financing conditions.
In addition, it created an assistance
mechanism o facilitate the devel-
apment of energy projects,

THE LATIN AMERICAN ENERGY
COOPERATION PROGRAM:
INVENTORY OF THE REGION'S
ENERGY POTENTIAL AS A KEY
ELEMENT FOR SECTOR DEVELOP-
MENT

The eightics were a major chal-
lenge for the Organization, in view
ol the widespread crisis experi-
enced by rhe countries of Latin
America and the Caribbean
because of the forcign debt situa-
tion, in which the energy sector was
amajor plaver, The debt crisis, the
decline in oil prices, and modern-
ization processes led the Orpaniza-
tinn ta a period of reflection, which
concluded with the adoplion of
important decisions by the supreme
decision-making body of OLADE,
the Meeting of Ministers, aimed at
enlarging the hreadth of coopera
tion activities,

In the midst of a confusing interna
tional scene marked by substantial
oil price fluctuations, that would
eventually trigger a substantial
decline on international markets,
OLADE convened the Second
Extracrdinary Meeting of Energy
tdinisters in Lima in 1981, which
responded Lo the crisis by establish-
ing the Latin American Energy
Cooperation Program (PLACE),
approved in November 1981 at the
U Meeting of Ministers, with an
initial budgel of US$7.5 million, of

which US$2.5 million came from
member country contributions ancd
LS55 million from state companies,
which matde in-kind contributions
by providing the cooperation of
their technical staff to fund and thus
launch a regional encray strategy.

in addition, the Oreanizalion was
able to secure the financial and tech-
nical collahoration of international
institultions and co
operation agencics,
such as the Eco-
NOTe Cormmission
for Latin America
and the Caribhean
(ECLAC), the Unit-
ed Nations Fduca-
tional,  Scientific
anl Cultural
Organization
(LINESCO], the
United  MNations
Indlustrial Develop-
menl Orpanization
(LNIDON, the Unit-
ool Nations Devel-
opment Fro-
gramme (UNDP),
the World Bank,
the Inter-Armerican
Davelopment Bank
{128, the Organi-
zation of the Petro-
leumn  Exporting
Countries (OPECT,
the Oreanization of
Arab  Petroleum
Exporting  Coun
tries (DPAEC, and
the  Internationsal
Energy AgenCy
[HEAD.

Ciovernments and institulions from
outside the region, such as Ger-
many, Spain, Canada, the United
States, and Maly, also provided
cooparation.,

The PLACE became the focus of
government commitments, as well
as a multilateral instrument that was
used b the member countries of
OLADE o achieve their integration
and cooperation objeclives as sel
forth in the Lima Agreement. It was
therefore a political and operating
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mechanism that built up the institu-
tional capacity of OLADE and sup-
ported ils progran actions.

Its fundamental purpose was to
serve as a cooperation framework
for the development of the energy
resources and capabilities of Latin
America and the Caribbean and as
an element of action to secure the
financial assistance and support of

At AES Corporation, we
produce clean, safe,
and reliable energy,

serving the world
with social conscience

N — T

The Global Power Company

the international community, espe-
cially cooperation institutions and
agencies.

On the hasis of these efforts and as
a part of the changing economic
evolution of Latin America and the
Caribbean, the eighties were note-
wearthy for a series of programs and
projects aimed essentially at meet-
ing the needs of the relatively lesser
developed countries of the region.

Ihe results, despite the critical situ-

ation of the regicn, twimed out to be
highly positive in terms of experi-
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involved in conducting
studies on geothermal

resources, above all in
MEETING HOST YEAR Central America and
_ certain areas of the
|Il: gﬁ’:l;‘:: G“;}’:if;ﬁ 12;32 Andean subregion, in
i Consultaths Lima 1579 the installation of small
I, Cansultative Buenos fires ig7e hydropower  stations,
1:': ::::z:;:: M:L?E:hé::y :E and the development of
Wil Minisierial San José 1876 bioenergy  resources,
Wil Minigteral it 1977 solar and wind enerpy
Bl By (Bl o as determinant factors
¥ Nifistasial Fanama Ciy 1079 to  achieve  lesser
:fls. E:-Iinis'.&rial Bogotd 640 dependence on oil and
LAl Minizgtesal Mortevides 14942
X, Ministera Guatemata 1583 As part of PLACE, the
ﬁ_ rr:::g:::i:: M’:f:;?;:o :g:; potential of oil, coal,
I, Miriisterial Suengs Aires %535 and gas was assessed.
VI Ministerial Havana 1947 The Program also stud-
o RSt el 1 ied the implications of
| Minis:zrial Rig da Janeio 4840 electric prnsaer losses in
XX Minizieral Caracas 5 utility management and
ﬁlﬂ_‘ E:::i;:‘:: g:ﬂﬁ .:3; their repercussions on
HH, Minlsterial Fort-of-Spain 1994 power distribution and
AV, Mimitarial Gt 1995 transmission programs.
KN Minisierial Guatemaia 19496
KAV, Minizierial Mortevides 1947 : £k
HHIE. Minizarial Sanln Deringa 1944 The maost significant

ences, which were implemented
bilaterally by the countries them-
selves, such as in the case of the
development of shared  water
resources and the eleciric [ronwer
exchanges in Central America, or
multilaterally, in the case of human
resource mobilization as in the
arcas of training and technical
assistance,

Mare than half of all resources
implemented by the Latin American
Energy Cooperalion Program were
aimed at covering the technical
aspects of Cnergy, that is, ﬂﬁﬁ{*ﬁﬁing
the availability and potential of
energy resources in the region, The
other half was for funding energy
planning activities of the countries,
coaperation, and training, as well
as efforts to consolidate an energy
information infrastructure matching
the needs and reguirements of the
sector itself,

The Program was especially inter

ested in the topic of new and
renewalile energy sources and was

6

contrilutions of PLACE
for the region’s energy
develapment invalved
the study of the linkages belween
the coanomy, enerpey, and develop-
ment, focusing research and pro
viding concrete proposals for ener-
gy pricing and larifl-setling prolb-
lems, financing and investment,
and debt management. Also note-
worthy are the studies on energy
policy, especially those aimed at
examining the role of energy in the
econamic and social transforma-

tions taking place in Latin America
and the Caribbean.

In addition, OLADE's actions at the
end of the eighties and early
nineties were important for its pro-
motion of basic instruments to sup-
port decision-making in the region’s
energy sector.

As a result, the Energy-Economic
Information System (SIEE®) and the
Unified Regional Flectric Power
Planning System (SUPER/OLADE-
BID®E) were established.

Since then, the SIEE® has been
meeting a constant need of the
member countries, which require
hasic information for their develop-
ment plans and 1o promole integra-
tion actions.

The SIEE®@, with support from the
European Commission, has
became a select, systematic, updat-
ed, consistent, and reliable infor-
mation service providing cnergy,
econamic, and enersy-economic
data on the 26 member countries of
Latin America and the Caribhean,

The SIEE® was designed as a user
friendly and casily accessible maod-
ular system, with two major infor-
mation areas, a historical area and
a forecasting arca {up to the vear
2020,

As for the SUPFR/CGLADE-BID®, it
wis prepared in response to the
express need for an electric power

MAME NATIOMALITY

Forazio Sewilla Ecuadanian

Herman Escudara Ecuatarian
Caros Miranda Blhvian
Gustave Rodiguez M
Ullsas Raminez Vermzuelan
Margia Munas Braziian
Auguaio Tandae Ecuadorian
Gabrial S&nchex D:IF:II'H:I'FH.I'E

Francizco Gutieraz Venezuelan

Luiz A M. da Fonsaca

Brazilan

EXECUTIVE SECRETARIES OF THE
LATIN AMERICAN ENERGY ORGANIZATION

FOBITION DATE

Exarutive Diraclor of the
Coardinafion Sednefarat

19741875

Acting Executive Secrelany 1675
Executiva Secetary 1876-1978
Execuliva Sectary 1975-1881
Executive Secetary 1982-1554
Executive Secretary TBE5-Apr] 1587

Acting Execulive Sacrelary AprBAT-Dec 1967
Execiiive Secretary 1888-1803
Exgcutive Becrebary 1504- 1596

1297-15E0

Execuiive Secratary
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planning model for Latin America
and the Caribbean. It was devel-
oped with financial support fram
the Inter-Amernican Development
Bank; it includes innovative aspects
such as hydrological risk, demand
growth, fuel costs, project lead-time
costs, and financial constraints of
power generation utilities.

The SUPER/OLADE-BID® consists
of seven maodules that permit power
generation planning and transmis-
sion linkages. It is used by various
electric power utilitics of the region.

THE NINETIES AND OLADE'S
ADAPTATION TO THE NEW
SCHEMES OF THE WORLD
ECOMNOMY

During the nineties, OLADE has
been following wvery closely the
actions taken by its moember coun-
tries to transform its energy struc-
ture. Al the same lime, the Organi-
zation itself has been promoting a
process aimed at transforming and
adapling its strategic activities to the
new situations created by the ener-
ay sector's environment, especially
the transformations  conducted
internationally, involving globaliza-
tion of the economy and markels
and the growing participation of the
private sectar in activitics that were
tracitionally in the hands of the
Slales.

In this context, the Meetings of
Ministers of QOLADE decided to
focus, each year, on a central topic
dealing with energy development
and the current international eco-
nomic and financial situation, on
the basis of which important deci-
sions can be taken to arient the
Organization and regional energy
sector cooperalion,

Lip o nowy, in the nineties, the cen-
tral topics of QLADE have focused
on the energy sector reforms being
promoted by the region’s countries,
the rale of the State in this process,
and sustainability as the framewaork
for energy seclor development.

lssues involving OLADE's adapta-
tion ta the structural changes of the
international economy and the role
that the Organization should play
in the new world configuration
were also analyzed.

[his vear, the XXIX Meeting of Min-
islers, scheduled for November in
Sante Domingo, the Dominican
Republic, will be discussing the
topic, Energy Sector Modernization
and Energy Integration Prospects in
Latin America and the Caribbean,
which will be focusing on the new
conditions and opportunities to
expand markets by means of
regional cooperation.

In recent yvears, the fundamental
concern has been to transform the
Cirganization so that it can monitor
the reform processes being carried
out in the region’s energy sector.

Another impartant aspect of this
transformation has been the promo-
tion of cooperation and closer ties
with the gowvern-
ments  of  non-
member  coun-
trics, especially
the United Stales,
Canada, Cer-
many, China, and
the independent
countries of the
Caribhean.

Sin energia positiva nos hubiera sido imposible
descubrir e impulsar las fuentes de desarrollo

In addition, the
Meetings of Min-
islers over the last
few wyears have
Ziven BXPIOsS
mandates to the
Permanent Secre
tariat to promote
formulas that will
guaranles greater
participation  of
the private sector
in the cooperation
and integration

Process that
QLADE s pro-
mating, plavers

that include the
many institutions
r‘II"Id l"{’:uf'l‘.lf_’]i_{i'li-.‘:‘b
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que hoy llevan nuestro emblema.
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with headquarters in countries that
are not members of the Organiza-
tion, especially the United States,
Canada, and Europe.,

OLADE's new orientation has con-
siderably helped to promote and
increase the participation of multi-
lateral institutions and governments
ol nonmember countries in funding
projects and studies. At present, the
ratio is 70% funding from coopera-
tion institutions compared to 30%
funding from resources coming
from OLADE's own member coun-
tries.

REORIENTATION OF OLADE
ACTIVITIES TO ADAPT ITS
ACTIONS TO THE NEW INTER-
NATIONAL ENVIRONMENT

The Meeting of Ministers held in
Cuite, Ccuador, in November

1995, established an Ad Hoc Com-
mittee in charge of proposing strate
zic guidelines and mechanisms to
implement measures Lhat reorient
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the role and activities of OLADE,
The Final Report of this Committee
was submitted to, and approved by,
the Meeting of Ministers held in
Guatemala in November 1996 and
is currently being applied by the
Permanent Secretariat of the Crga-
nization, whose operating struclure
was modified to adapt it to the new
orientation, Thus, the Permanent
Secretariat has established priorities
and has determined the principal
areas of action required hy the
member countries.

INTERNATIONAL PRESENCE OF
OLADE

The principal Tines of action, cur-
rently being implemented by the
Permanent Secrelariat of OLADE,
are based on this report and are
aimed  at advising the member
countries in energy policy, plan-
ning, and regulation maltters; pro-
moting regional coaperation pro-
jects using, to the extent possibile,
funding from multilateral instilu-
Lions and the privale sector; and

SIEMENS

extends its best
wishes to the
Latin American

conducting regional and subregion-
al studies,

OLADE also intends to act as liai-
son between the member countries
and the international energy com-
munily; to foster meetings and
apportunities so that the member
countries can discuss and do busi-
ness: and to promote projects thal
can lure new invesiments ta the
region's energy sector,

Thus, over the last period of activi-
ties, thee Organization through ils
Permanent Secretariat, has been
giving impetus to imporiant initia-
tives to ensure OLADES wider par-
ticipation in  the international
sphere, jointly working on integra-
tion mechanisms, as well as region-
al economic blocs and institulions
involved in energy development.

Thus, OLADTE at present is a mem-
hor of the Coordination Secretarial
of the Hemispheric Energy Initiative
(HED, along with the Ministry of
Fnergy and Mines of Venezuela and
the U.S. Depart-
mont of Encrgy.

lhe Hemispheric
Cnergy  Initiative
will enable, direct-
Iy and permanent-
lv, to broaden the
possilvility of trans-
ferring technology
and  professional
training from the
United States and
Canada to the
member countries

of OLADE,

Inaddition, with
the Energy Minis-
ters of the Andean
countries, OLADE
is member of the

Energy Andean  Nations
), = Community [CAN)
Organization for and the Andean

its 25th

anniverary

Energy Coordina-
tion Committee
(CACEl of  the
Andean Develop-
ment Corporation
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{CAFL, a mechanism established by
the Energy Ministers of the subre-
gion to give impetus o energy sec-
tor integration and complementa-
tion in the countries of the area.

Furthermore, OLADE, the Econom-
ic Commuission for Latin America
and the Caribbean (ECLAC), and
the Latin American Mining Organi-
zation (OLAMI) together comprise
the Technical Secretariat of the Par-
lHamentary Initiative of Latin Amer-
ica and the Caribbean, in charge of
systematizing the legal and eco-
nomic information of the region’s
mining and energy seclors.

Also on the Organization’s agenda
is the consolidation of the eneray
integration of the Central American
subregion, Thus, OLADE partici-
nated actively in the prefeasibility
study for the gas interconnection
project between Mexico and the
Central American countries, a sub-
region where it is implementing
projects for the development of the
electric power sector,

In the efforts to increase ties with
countries from outside the region, a
L'-:_1U|_rr;lr';tli:m Agreement was drawn
up with the Government of Quebec
to pramate investments from this
Canadian province to the energy
sector of Latin America and the
Caribbean, The private business
sector will be able o find, in this
contexl, various possibilities for
parlicipation.

The Quebec-OLADE Energy Coop-
eration Program is aimed al sharing
krow-how and information and
implementing cooperation activities
and projects. The first phase
involves the promolion of hydro-
power generation and  electric
power transmission projects in Latin
America and the Caribbean, as well
as demand-side management pro-
jects in the region.

foreaver, OLADE in order Lo con-
solidate energy integration between
the countries of the Caribbean sub-
region, has taken steps to eventual-
Iy incorporate into the Organization
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Al the headquarters building of the Latin American Energy Organization, located in Guito, Ecuadar, meetings are constantly teing held on various
topics invalving energy sector develaprment in Latin America and the Caribbean.

the countries that are nol al present
members: Antigua and Barbuda,
Belize, Bahamas, Dominica, Saint
Kitts-Mevis, Saint Lucia, and 5t Vin-
cent and the Grenadines.

OLADE's ties with international
institutions have expanded sleadily,
especially with entities, organiza-
tions, and governments from out-
side the region that are in one way
or another involved in energy sec-
lor development in Latin America
and the Caribbean.

On the threshold of the 215! centu-
ry, the actions of the Latin American
Energy Organization must neces-
sarily consider a close collaboration
with all of its counterparts and part-
ners to ensure steady and environ-
mentally sustainable economic and
social development. The coordina-

tion of aclions between regional
and world arganizations and inter-
national cooperation agencies will
avoid the duplication of efforts,
maximize results, and optimize the
use of resources, by reducing costs,

By orienting its actions in this way
and, mareover, incorparating the
interests of subregional blocs and
mechanisms, OLADE will enhance
its standing and consolidate energy
development processes.

This stance 15, at present, of the
utmast importance because of the
dramatic crisis being sustained by
the waorld economy, whose oul-
come cannot as vel be predicted,
withoul mentioning the risks {or the
activities of international institu-
tions themselves.
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NMevertheless, as in all crises; the
evalution of the current one will be
paving the road for the emergence
of positive developments, It is the
task of all involved to find these
opportunities  to  immediately
undertake new actions for the ben-
efit of our countries, The linkage of
lhe private sector to the Organiza-
tion’s activities is ancther priority of
OLADE's current policy. This link-
age, in its initial phase, involves pri-
vate-sector participation in concrete
projects implemented by OLADE's
Permanent Secretarial, such as the
Energy Conference of Latin America
and the Caribbean (Emnerlac®),
whose fourth installment will be
taking place in Santo Domingo, the
Daminican Republic, on Navem-
ber 16-19, 1998. The private sector
is also participating in and promot-
ing the Energy Magazine, the Orga-

el
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nizations most impaortant periodi-
cal journal.

PLAYERS OF OLADE

Over the last few years, the actions
aimed at developing the region’s
energy sector have incorporated
new plavers, which previously did
not participate in these activities
because of the state-owned scheme
that was prevailing at that time.

Because of this, it is believed that
an institution such as OLADE,
which represents the entire region-
al sector, should promote a suitable
interaction between all sector play-
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ers. Thus, the plavers included in
the Chrganization’s activities, in
addition to the counterpart min-
istries of OLADE in the member
countries or their equivalents, are
now: Lhe state companies working
in the encrgy sector; the energy
commissions of the legislatures of
the member countrices; the subre-
gional integration blacs and mech-
anisms, as well as resional and
extra-regional institutions: multilat-
eral arganizations and financing
agencies; the private sector (com-
panies, financial entities, research
and learning institutions); countries
of the region that are not members
of the Organization; and countries
irom outside the region,

Thus, OLADE, during 25 vears of
activities, contributing o the inte-
gration of the region’s countries,
under diverse historical circums-
stances, has managed to consoli-
date its fundamental objectives and
structure, keeping the spirit that
inspired its founders in 1973 con-
verting energy inlo a key element
for regional union and develop-
ment.

In addition, the many agreements
entered  into with conperation
agencies and international organi-
zalions indicate that, throughout its
25 vears, OLADE has been cansol-
idated as the foremost energy
forum for Latin America and the
Caribbean, through which il is pos-
sible to give iImpetus to important
actions for the development of s
member countries.

Q
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MESSAGE FROM THE
MINISTER-CHAIRMAN
OF OLADE

Belween November 1997 and November 1998, 1 have had the honor of
presiding over the Latin American Energy Organization, an institution which
this year is commemorating 25 vears of activities, during which it has
performed an outstanding role in the region with its many cooperation and
integration programs in the energy sector of the countries of Latin America
and the Caribbean.

The Organization, over the last few vears, has reoriented its activities in
keeping with the situation prevailing on the international scene, and as part
of its activities has been closely monitoring the reforms and transformations
laking place in the region’s energy sector.

Regarding this, it should also be underscored that Latin America and the
Caribbean has become one of the most attractive regions for energy sector
investrnents, nol only because of its potential but also because of the reforms
that are being implemented in the sector, with clear and transparent rules
fostering private-sector investment.

As a result of the achievements obtained in all the phases of OLADE's
evolution over the last 25 years and the prestige it has earned worldwide, |
am certain that the Organization will continue to play an important role in
all regional development processes at the starl of the new century.

DR, JULIC HERRERA
Minister of Industry, Energy, and Mining of Uruguay
Chairman of QLADE, 1997-1998

Montevideo, Cictober 1998
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t gives me great pleasure to add

my best wishes to the well

deserved recognition that the
Latin American Energy Organiza-
tion is receiving on accasion of its
25th anniversary. | had the privi-
lege of being part of the process
that led to its establishment, and
since then | have alwavs valued
the importance of its work and the
dedication of all those who have
been at its service throughout the
guarter century of its existence.

OLADE has accomplished many
functions for the energy sector and
has known how o adapt to chang-
ing realities and thus respond to

the many challenges of the sector

Organi zaci 6n Lati noaneri cana de Eneraqia
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in the different phases of its evolu-

tion. OLADE emerged in response
to the need to coordinate actions
50 that the countries could address
the tremendous impact exerted by
the oil crisis of 1973, Within this
context, the Permanent Secretari-
at of OLADE's Meeting of Minis-
ters became a natural forum for
discussion and the appropriate
means to coordinate support to
the most vulnerable countries.
Likewise, OLADE contributed
effectively to the region’s massive
effort to substitute fuels and apply
rational use of energy approaches.
It was in the framework of these
activities that OLADE and the

Inter-American Development
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Message from Dr. Enrique V.
Iglesias, President of the Inter-
American Development Bank,
on occasion of the 25th

anniversary of OLADE

Bank started a highly beneficial
collaboration, which has contin-

ued to this day.

In the eighties, OLADE and IDB
naturally focused their efforts on
electric power sectar refarms, as
well as the environmental aspects
of energy integration.

Various regional technical cooper-
ation operations, as well as the
electric power planning model the
SUPER/OLADE-BID, are examples
of the scope and variety of the
cooperation between our two
institutions, both aimed at ensur-
ing economic development and

social progress.

R R BB S E R KRR R R o

O the threshold of a new century,
the radical changes taking place in
both the economic model and the
structure of the energy sector, the
the
threat of climate change, and

technological  revolulion,
elobalization are posing new chal-
lenges. These challenges, which
include the consolidation of ener-
gy sector reforms, clean energy
production and consumption, and
the extension of services to mar-
ginal population groups, require a
radical adjustment in how our

institutions carry out their mission,

The new strategy for the energy
sector that was approved hy the
Bank has recently set guidelines to

Organi zaci 6n Lati noaneri cana de Eneraqia
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orient our responses to new reali-
ties. | am pleased to underscore
that, to elaborate these guidelines,
we relied on the collaboration of
the Permanent Secretariat  of

OLALDE,

We once again congratulate this
organization of the inter-American
system, in the conviction that its
existence is more than ever neces-
sary and that it is committed to
adapting itself to the challenges
heing posed by the new century.

Enrique V. lglesias
Washington, D.C., October 1998
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For Latin
American
and the
Caribbean,
integra

has become

the key factor
for the

transforni-
ations takin
Dlace in the
region, on
the threshold
of a new

cenli )

are not limited merely 1o the trade of
oil products, they also include concrete
economic and political actions and
reciprocal assistance in the case of
incidents or natural disasters that ham-
per adequate supply and markeling of
oil products.

The San José Accord

The Cooperation Program for the Cen-
tral American and Caribbean Coun-
tries, more caommonly known as the
San José Accord has its origing and
background in the Financial Coopera-
lion Agreement of 1974, called the
Puerta Oirdar Agreement, which was
subscribed by the Investment Fund of
Veneruela and the central banks of the
Central American countries.

The drastic increase in oil prices that
acourred in 1979 and the related crisis
sustained by the weorld and, in this par-
ticular case, the countries of Latin
America and the Caribbean, owing to
constant price hikes, led the govern-
ments of Mexico and Venesusla 1o
design an enerdy conperation program
that would substitute the Puerto Ordaz
Agreemaent,

O August 3, 1980, the Presidents of
Mexico and Veneeuela signed, in San
lose de Cosla Bica, the Energy Cooper-
alion Program for the countries of Cep-
tral America and the Caribhean in
order o guarantee the supply of oil and
gas to the Central Admerican and
Caribbean nations, provide  credi
resources, and promote trade ties
between these countries.

[he Accord has been renewed period-
ically from that date up to the present,
In addition te providing oil supply
security, inoan amoun! flucluating
between 130,000 and 160,000 barrels
per day, Mexico and Veneruela grant-
ol credits to finance the trade of goods,
services, and economic development
projecls over lhe short and long terms.
Depending an oil sale prices, the cred-
it fluctuales between 20% and 259 of
the ail bill,

The beneficiary countries of the Mexi-
can-Venezuela Energy Cooperation
program are Barbados, Cosla Rics, El
Salvador, Guatemala, Haiti, Honduras,
lamaica, Nicaragua, Panama, and the
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Dominican Republic, all of which are
members of OLADE,

CARICOM and Oil Assistance

Amaong the ofl and 2as cooperation and
integration efforts in the countries of
the region, the Trinidad and Tobage
Assistance Program, proposed at the
end of 1997, in order to establish a
mechanism to support the member
countries of the Canbbean Community
TCARICOMY, 15 nolaworthy.

The program was aimed at securing
financing for the increases in the prices
of oil products, including asphall and
fartilizers, for those member States of
CARICOM, who mel the correspond-
ing  requirements  established by
Trinidad and Tobago, under the gener-
al  operating puidelines  of  the
Caribbean Assistance Council.

It is alse important to highlight, among
these regional cooperation and inte-
gration aclions, the crealion of the
[nformal Group of Latin American and
Caribbean Oil-Lxporting  Countries
[GIPLACER), with the participation of
Colombia, Ecuador, Mexico, Trinidad
and Tobago, and Veneruela, The prin-
cipal achievements of this Group are
the: Program Lo Control the Hlegal Trade
of Oil Products and Technical Assis-
tance for Informatics between Ecuador
andl Venezuela.

(Hher cooperalion activities of the
GIPLACEP specifically include the inl-
lowing: progress in industrial comple-
mentation  between  Mexico  and
Veneruela) the Mutual Cooperation
and Assistance Program in the case of
Ol Accidents hetween Trinidad and
lobago and Veneruela; the negotia-
tions  between  Colomhbia  and
Venezuela 1o coordinate fuel oil trade
policies: and cooperation between the
oil companies of these counltries to
conlrol oil spills,

Oil Integration in the Andes

in February 1990, the Ministers of
Bolivia, Caolombia, Ecuador, Peru, and
YVenezuela held a series of meetings in
order o ensure more in-depth oil
cooperation in the Andean subragion
and provide program action elements
in the area of technological comple-



Exports
Countries Segmants Mallicn cuble metersfyear
1806 2000°

Balivia-Argentina Zanta Cruz (Bofvia)-Yacuiba (Argentinal

Long: 500 krn, Diame 247, Cap: 7 4 Wencd 2147 0
Argengna-Chile La Mera (Argenting) — Sentiage [Chile] L 912
Gasoducle CasAndes Lamng: 776 ke, Diane 247, Cap: 8.0 Mrred
Argentna-Chila Cullen (Argenting) =Cabo Negro (Chile) i 70
Methanex 1 Gas Fipefing | Long: 48 km, Diam: 147, Gap: 2.0 Mucd
Argenting — Chile Condor (Avgentng) - Mehanex 2 {Thile) ] 1004
Methanex 2 £ ports
United States —Mexico | Peilitag (USA) - Matamoros (Mexica] a87 4708

Meallen (USA) - Reynnsa (Mexico)

Hidalga (USA) - Arguelles [Mexioo)

B Faso (USA) -Cludad Judrez (Mexico)

Maco (USA) -Naco [Mexico)

Eagle Pass (LSA) - Fiedras Hegras (Mexioo)

eSS

Souree: OUADE, Energy Secretzriatof Mexico, Mercosur - 56T

Mele: (7 on the basis of data fromconiracts
mentation and promotion of the trade
of capital goods, services, and inputs in
the oil industry, As 3 result of this ini-
tiative, the Andean Subregional il
Integration Program was established, to
be administeraed by the Permaneant Soec-
retariat of OLADE.  Afterwards, in
1993, the original objectives of the Pro-
aram were expanded to include the
entire cnergy spectrum of the subre-
gion, and the Andean Energy Coordi-
nation Commitles ({OACE) was sel up.

[he CACE was created by the VI Meet-
ing of Ernergy Ministers of the Andean
Rewion, held al GLADE headguarters,
in Owito, Ecuador, in July 1994 1t con-
sists of the Energy Ministers of the sub-
resion and an operaling unit comprised

Exporis
Segrrents Start-up Million cubic

af the Permanent Secretariat of OLALDE
as its technical branch, the Sccretariat
Ceneral of the Andean SNations Com-
munity (CAMNY as its palitical branch,
and the Andean Development Corpo-
ration (CAL) as its financial branch, [ts
principal objective is 1o develop activ-
ities in various arcas in order to give
impeius o energy coordination, com-
plementalion, and integraltion in the
Andean countries,

Bilateral Integration and Cooperation
in the Oil Subseclor

There are many areas in which the
member countries of OLADE have fos-
tered hilateral ool cooperation and inte-
aration actions, among which the fol-

Countrias
Cpergtion metersir
20040
Argentina — Uraguay Punta Lara (Argenting) ~ Pargue Tomkingon 12A808 876
(Gas pipeling Buenas Airss | (Unguay)
- Wonizvidea Long: 215 km, Ciam: 2016, Cap: 2.5 Mmed
Bolivia - Brazil Santa Cruz (Bolivia) - San Patlo (Brazil) 1211896 3,321
Long: 3,061 km, Diam: 327, Cap: 30 Mmcd

Sourcs: Onthe basis of data romMeroosur — Working Subgraoup Mo, % (SGT-8). 1588,

Mote. {*) Onthe basis of d2ta frem contracts
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lowing completed actions or projects
that are being implemented should be
underscored:

There  are technical  information
exchanges regarding border deposits
hetween Argentina and Chile, Fouador
and Peru, Trinidad and Tobage and
Veneruela, and Colombia and Pera,

There is a crude ofl processing agree-
ment between Venezuela and Trinidad
and Tobagn that continues to be in
force.

The emergencies stemming from natur
al disasters or other causes have been
the subject of assistance sgreements
between Colombia and Venezuela,
between Trinidad and Tebago and
Venezuela, and between Ecuador and
Colambia,

There are also initiatives for collabara-
tion in the exploration, joinl produc-
tion, and marketing of oil between
Argentina and Chile, Argentina and
Couador, Argentina and  Uroguay,
Colombia and Venezuela, Colombia
and Ecuador, Brazil and Argenting, and
Brasil and Venczuela.

I acddition, numerouas bilateral lechni-
cal assistance and cooperalion agree-
ments have been subseribed by various
couniries of the region.

GAS SUBSECTOR INTEGRATION

Natural gas is one of the energy prod-
ucts with the greatest polential for sub-
regional integration. The design and
construction of subregional gas line
networks and their interconnections
imply a large-scale project that is of the
utmost importance for the development
of the energy industry in Latin America
and the Caribbean, which will con-
tribute 1o rationalizing the energy hal-
ance of the countries.

Maodernization in the subsector has
exerted  a major impact on the
exchange of natural gas inside the
region, which will mulliply within a
TEeW YEArs.

AL present, the gas interconnections
that are currently operaling or being
built in the region are those that joint
Argenting and Bolivia, Argentina and
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Chile, Bolivia and Brazil, Mexico and
the United States, and shortly Argentinag
and Uraguay. The first is already more
thian 20 years ald, the interconnection
between Mexico ancd the United States
has been operaling lor some vaars, but
the others are all new inlerconnections.,
In addition, there are other gas line pro

jects between Argentina and Chile and
between Arsenting and Brazil, with a
high probability of being implemented.

A new gas integration linkage between
the Group of Three and MERCOSUR
vould run through Venszuela and
Brazil; it will be facilitated by the lettor
al intent recently subscribed between
the state oil companies of Venezuela,
Pelraleos de Veneruela (PDWSA), and
Brazil, Petrdlea Brasileiro (PETROBASY,
Between these two countries, there are
several electric power interconnection
projects, and eventually there will he
natural zas supply projects using the
same lavout (Guri-Manaws), since there
are potential gas projects in the latter
region, with projects that could join
hanaws to 530 Paulo.

In MERCOSUR and neighboring coun-
trics, the gas inlerconnection in the
Plate River Basin and bebween Argenti-
na and Chife will facilitate the deyvel-
opment of a subregional market inte-
grating Argentina, Bolivia, Brazil, Chile,
Paraguay, and Uruguay, and eventually
Peru, through an impartant netwaork of
gas lines. Nevertheless, it is estimaled
that, in particular among the potential
suppliers of MERCOSUIE, major invest-
ments in exploration and development
will be required to guarantee long-term
supply. Pere and Venezuela are amaong
these potential supplics,

e Central American Isthmus could
also benefil from the wealth of nalural
reserves of the Group of Three coun-
tries  (Mexica,  Colombia,  and
Venezuelal, Meamwhile, the projects
have a more limited scope linked o the
neishboring countries. Regarding this,
mention should be made of the prefea-
sibiility study that was conducted as
part of the OLADE-ECLAC-CTZ Project
on  the potential  intcrconnection
between Mexico and Central America,

REGIONAL INTEGRATION OF THE
FLECTRIC POWER SUBSECTOR

lhe electric power interconnections
hetween countrics and subregions of
Latin America and the Canbbean, as
well as the development of shared
hydropower resources, are among the
most imporant components of region-
al energy integration,

Shared Hydropower Developments

Shared hydropower projects that are

already operating account for close 1o

22% of hvdropower installed capacity

in Lalin America and the Caribhean.

These bilateral hydropower projects

are located in the River Plate Basin and

add up to a total of 14,490 MW, dis-
tributed as follows:

o Salle Crande Hedropower Station
(1,890 MW between Araentina and
Liraguay.

o [taipd Hyvdropower Station (12 600
MW between Brazil and Paraguay.

o Yacyretd  Hydropower  Station
(3,200 MW) between Argentina and
Paraguiry.

Energy of the Future
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In the Biver Plate Basin, there are also
two studies at the final design stage:
Garabi (1,800 MW between Argenlina
and Brazil and Corpus Christi (4,608
MW between Argentina and Paraguay.

In Central America, the development of
El Tigre already involves advanced
stuclies; it will enable El Salvader and
Honduras 1o resolve part of their sup-
ply problems and contribute to the sub-
region's inlerconnected system.

The interconnection  belween  Lhe
hedrapower projects of different water
basins helps to mitigale the random
character of rainfall regimes and fur-
thermore favors inlegration possibili-
ties, as between Argenting and Brazil,
which can complement their thermo-
electric and hvdropower capacity sur-
pluses.

Shared hyvdropower developments are
making a major contribution to inte-
aration, but as a resull of the major
technological breakthroughs achieved
in electric power transport, especially
at high vollages and over long dis-
tances, ather forms of power genera-
tion have been incorporated as major
cantributions.

Electric Power Interconnections

Probably the most evident way of pro-
moling energy integration and cooper-
ation between the countries and subre-
glons of Latin America and  the
Carithbean is the electric power inter-
conneclions.

The principal projects being studied
and facilities heing operated in this
areaq areg!

s  Electric power interconnections in
MERCOSLIR: The most notowaorthy
are the binational interconnections
betwesn Argenting and Uruguay, as
a result of the shared hydropower
aseneration  in Sallo Grande,
between Brazil and Paraguay in
ltaipu, and between Argentina and
Paraguay in Yacyretd, and other
smaller projects in border lowns.
On the basis of this integration
process, the four countries have a
wide range of possibilities lor com-
plementation, as a result of hoth
load diversity and supplhy.

Lastin Aurmerican Energy Orgarmzation « OLADE

Slartip Exporis
Couriries Sagmenls Operaions | Million cubic
meleralyear
200
Amenzna - Chile Campa Durén (Amanting) - Majillones (Chile) 121956 Se7
Afacana gas line Long: 928 ken, Diame 2, Cape 8.5 Mmed
Asuniing = Pamguiy - Sallz (Amenting] - Asuncidn [Famaguay] - Sad Paule [Basil) 2004 0
Brazil Long: 3,900 xm, Diam: 300, Copids Mmed
Marcosur gas line
Amanting - Chile Campo Durn {amenling) = Tooopillka [Chie) 20001 1460
Keranding gas line Long: 850 km, Diam: 207, Cap: & Mmed
Argenting — Chile euguen (Argenting) - Cancepeitn {Chile) 121905 el
Facilic gas Fne Long: 440 km, Diam: nid, Cap: nd ETA
Amentina - Uniguay Eritrz Rias (dz1eriing) - Casablanca (Uniguay) 1211988 ]
Shomding - Subduvial gas line . | Long: 1.3 km, Diem: 127, Cap: 2.0 Mmcd ETA
Amening - Uniguay Entre Rias (Agentng) - Paysandd Uniguay) 121908 nid
Shometine — Inlemalional Brdge | Long: 2.4 km, Diank 107, Cap: nd ETA
oas line
Amenting - Brezil Enlnz Rizs (Amenting) - Unsquayana (Bmzil) ETA 913
Lang: 440 km, Diamc nid, Cap: 2.5 Mmed
Bolivia — Pamguay Sanka G {Bolivia) = Asuncion (Paraguay) nid nd
Lang: 846 km, Diame 1377, Capc 6.9 Mmcd
Coloenbia - Panama Gugira (Cotombia) - Coldn {Panama) i n'd
Long: G20 ke, Oéan 20°°, Capod.2 Mmed
Mekion = Cenval Amarca gas Ciudad Pemex {Mexico) Panama i nid
Tine ICA Long: 2.212 km, Dlem: 38°7724° | Cap: 12.502.0 Mmed
irsuela = United States Driroco (Vanezuels) — Miami (Uniled Slabes) nid nfl
Trens-Cadtbean gas lire Lerg: 2220 Mes, Ciame 357 7024°, Cap: 55.7 Mimcd

Srurce: Om ibe oasis of dala from Masosur— Werking Subgroug Mo, 9 36T 4). 1586 OLADEECLACIGTZ, February 1938 and

Werld Ban, 1335

Hete: [*)On tha bests of dale Som contrecls. ETA: Beirg processed o aulhonzation. Md: nodals available

Inte
Expaorts
Countries Zagmenls Stari-up Operations Millicn cubic
melersiyaer
2000*
Paru — Balivia Camizea (Peru] - Santa Cruz {Bolivia) nid nil
Pary = Brazil Camisea (Peru} ~ Manaus (Beazi) il nid
Venezuela = Colombia - Venezuels - Costa Rica nid nid-
Central America:
Vengzuala - Braz| Orinsco {Wenezuela) - Manaus nid- il
{Brazil)
Saurse: On the basis of gaa fromMeronsur — Work Subgroup No. Bi5GT-4), 1958,
Wote: (% On e hasis of data fomoonlracts. ETA Being processed for auinorizalion, Nid: no dala availabile

o The Atlantlic seaboard interconnec-
tion which stretches from the cen-
tral southern regioral of Brazil o
the region of Comahue in Argenti-
na and ends up linking several
inlerconnections of the national sys-
temns of Brazil, Paraguay, Uruguay,
and Argentina,

o i July 23, 1998, the countrics of
FAFRCOSUR subseribed a Memo-
randum of Understanding on Elec-
tric Power Exchanges and Integra-
tinn of MERCOSUR, which reasserts

Organi zaci 6n Lati noaneri cana de Eneraqia

the interest of the States party 1o the
Memaorandum to continue wilh the
subregion’s electric power integra
tion process,

The Memorandum, which s com-
prised of 10 specific ilems, is aimed
al defining or maintaining general
guidelines thal guaranles (he free
lracle of electric povver on the basis
of principles of reciprocity in market
competition and transparcncy.
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COUNTRIES

PROJECTS

Aroenting - Brazl

Argenting — Uruguay

T/L Paza de los Libres - Uruguayans, 20041 32 850 MW

Sakia Grande Binalicnal Hydropower, 0006, 2 000 MA

COUNTRIES

FROJECTS

Mexicn - Belize

Aroenting — Paraguay
AV

Brazil- Paraguay

Brazil - Uruguay
Colombia - Bouador LIT kpialas - Tulcén, 40 MY

Colombia - Vanezuala

Balivia ~Peru RuraldisTibution 24.9 kv
Manicn — Belize

Guatermala - El Salvador
Handuras - Micaragua TiL Pavana - Laan, 250 kY
Nizaragua - Cosla Rica TiL Liberia — Ladn. 230 kv

Gogta Hica = Panana

T Concepeitn - Paysandd, 150132 kv, 50 WY
Yaoyretd Binetioral Hydropower Salion, S ¥, 3200
TAL £ Oorado - Garks A Lopez, 2200132 KV, 30 M
T Posadas - Encarnacin, 66733 kW, 10 MY

TL Clorinda — Guaramaana, 1321220 KV, B0 WY

Haipd Binational Hydrepawar Station 500 kW, 12 500 My
T Fozde Iguagh = Cental Acaray, 132 KV 70 MY

T Chuy = Chui, 235 BV, 15 MV

TIL Cuesteditas = Gualicentenarnia, 230 kY
TIL Balén San Maten - El Coroma, 230 kY

L Chetumal - Belize, 34,5 KV, 5 RAY

TIL Guatemala Esle - dhuachapdn, 230Ky

TH. Rig Clarg - Pragreso, 230 kY

Guatema's - El Salvadar
Honduras — Geatemala

Honduras - £ Salvadar

Hoaduras - Nicaragua
Micaragus - Cosia Rica
Cosla Rica — Panara

Argenlina — Brazl

frgenina — Chile

frgentna = Paraguay

Argentng - Unuguay

Brazil - Uruguay

Peru — Ecuador

Interconnection of the Argentine
power syslems with the Chilean sys-
lerms: Mendora-Santiago and Com-
ahue-Resiin de los Lagos.

Interconnection  belween  the
Bolivia and Argentina systcms,

Flectric powaer interconnection of the
Andean Mations Community (CAN]
hetween Venezuela and Colombia,
the Sevilla-San Antonio interconnes-
tion line hebween the cities of Cocu-
ta and San Antonio is already oper-
ating. There are also projects for
interconnections between Fouador
and Colombia and Peru. The inter-
connection bebween Bolivia and
Chile is also being studied,

ihe loop linkages in the southern
part of the conlinent provide a fore-
taste of the large inlerconneclion
that is expected between the Cen-
tral Southern and Mortheastern
arcas of Brazil, with the extension
tx danaus, which would permit
connections with the Andean and
Atlantic zones. The feasibility of a

20

Venazuela - Beazil

Colombia - Ecuador

TiL Chetumai - Balize 115K, 18 MW
T Guatemaia Esle — Shuachapan, 230kY
TiL El Cajon-Rio Lindo-Pepssca, 230 ¥V

TiL Favana - 15 de Sapliembre-Nejapa-shuachapan, 230
kY

TiL Pavana - Ledn, 230 kY

T4 Léon-Tizuatepe - Canas- Parrila-Rio Claro, 230 kY
TiL Canaz-Farrita-Ris Claro - Maladera, 230 Ky

TiL Rincon de Santa Maria- 83, 500 %, 1 000 bW
Garabi Binational Hydropower Station, 1,800 MY
Honcador Binational Hydropower Station, 2,700 MY
San Pedro Binational Hyd ropower Stetion, 750 kW
TL Interandes Project, Salta = Chile Stafion

Corpus Chnist Binatonal Hydropower Siation, 4,603 MW
Hati-Nacora Binational Hydropower Stationr, 1,600 MY

Compensador e Sallo Grande Binational Hyd ropower
Staticn, £00 MY

TiL Santana do Liveamento - Rivera, 2300715060, 70 My
Fuyange-Tumbes Bina®onal Hydropower Siation

TL Santa Elena - Boa Vista, 230 KW, 200 MV

TIL Jamondine-Pasto - Santa Rosa, 230 kY, 200 MW

future conneclion belween Gur
and dManaus, as well as the laler
intcrconnection between Peru and
the Central Southern part of Brazil
through Bolivia, is being analysed.
Closing up this large loop will help
to optimize  the hydropower
resources of South America, as well
as Like full advantage of the diversi-
by of climates and fime »ones and
the uparading of facilities.

Central American interconnection:
The electric power svslems of the
Central American Isthmus are inter-
conneclad in bwo blocs, on the one
hand, Guatemala with Bl Salvador
in the north and  Honduras,
micaragzua, Costa Rica, and Panama
in the south. 1t is expected that,
with the funds coming from the San
Insé Accord, the 230-kV intercan-
neclion between Honduras and E
Salvador, which is the only segment
that is missing so that the six elec-
tric: powear syslems of Cendral Amer-
ica can be fully interconnected, can
be financed. There is also the pos-
sibility of an alternative inlercon-
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nection between Guatemala and
IHonduras.

Finally, the power capacity svstoms of
fexico and Colombia have reached an
advanced level of national integration,
and the principal regional electric
power subsystemns of cach country are
already interconnected,  This makes it
possible o identify two poles that
would  permil the  inlerconneclion
hetween NMaorth and Souath America,
running through the Central American
Isthimius.,

Electric power integration could be
extended in various directions:  the
joint operation of power generation
facilities of the syalems that are alreacly
interconnected, and greater multilaler-
al cooperation between countries that
share projects in the same river basin,
Regarding this, the countrics have
showen their will to exchange informa-
tion and avoid damages to third coune-
tries stemming from the construction of
projects on their territory and their sub-
sequent operation. Nevertheless, the
possibilities as g resull of the coordi-



naled management of reservoins in cas-
cadde or the benefits stemming from the
greater regulation of the hasin have not
vel been explored. The greater coor-
dination in the use of primary
resources and the planning of extend-
ing the respective nalional electric
power systems could alse enhance
integration.

Anoadditional element but by no
means of lesser impaortance that should
also he taken into account in
hvdropower projects currently operat-
ing is the experience in environmental
protection that the region has accumu-
lated as @ result of the development,
study, and implementalion of These
projects, which is a highly important
factor for integration processes.

Shared Geothermoelectric Resources
on Border Zones

The seothermal resources existing
belwesn the countries also provide
opportunities o enhance engray inte-

gration and cooperation links in Latin
America and the Caribbean,

In particular, the developmeant of gaot-
hermal resources in border areas for
electric power generalion is notewor-
thy for promoting the economic and
social development of these arreas.

AL presenl, the areas that have been
iclentified as having potential for sharad
geothermoelectric generation are:

s The Tufifo-Chiles-Cerrg MNegro
Reservoir (Calombia-Ecuador)

»  The Tacand Area (Gualemala-tdesx-
i)

« Borders areas between Argentina
and Chile,

THE FUTURE OF ENERGY INTEGRA-
TION IN THE REGION

Both the expericnces and prospects of
energy sector inlegralion in Latin

Latin American Eneray Organization » OLADE

America and the Caribbean are of the
ulmasl importance,

The energy reserve potential and the
BCONOMIE [_'{]1’_)]_3!_".\'.:'\[-\{”"5 ('apa(:it}‘ of the
region are highly promising for energy
integration,

In addition, il should be emphasized
that the enviranment in which politi-
cal activities are being carried out and
the express will of the region’s leaders
make bilateral and multilateral coop-
eration and integration initiatives high-
lv promising as effeclive elements 1o
help the comprehensive development
of the countries,

QLADE can play an impaotant role in
these processes as demonstraled by the
inlention of the Energy Ministers of is
member countries to choose as Central
Topic for 1998, the vear commemaoral-
ing the 25th anniversary of the Orga-
nization’s foundation, Energy Seclor
Maodernization and Energy Integration
Frospects of Latin America and the

Caribhean®, .Q",

We are proud...

-» to work in parinership with the world's largest
oil companies, to assure a secure, steady supply
of energy to cur many clients around the globe

-= to be owner and operator of the largest refinery
complex in the world

-» to be the single largest exporter of crude oil
and refined products to the United States

-» 1o be owner of the largest and fastest-growing
chain of gasocline stations in the United States

-» o be the source for the largest proven reserves
of hydrocarbons in the Western Hemisphere

We are
Petroleos de Venezuela s.a.

www._pdvsa.pdv.com

M PDVSA
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lthough, over the last 25 vears,

the region’s energy sector has

experienced  a series of
breakthroushs and selbacks,
depending on the area being focused
on and the country being studied,
there is no doubt that the last decade
has recorded the deepest changes in
the institutional, organizalional, and
regulatory framewaork in the general
context Ul- [TI.-_I,{T(]L"L"(_]I‘H)I‘I‘Iir. |'efﬂr|-|"|5 'l-.l‘f
Latin America and the Caribbean.

The energy seclor’s current
conlribulion to sustainahle
development has vielded results that
are of some concern,  Regarding
economic growth, conceived as the
canciliation of economic, social, and
envirconmental interests, it is apparent
that cneray productivity has to be
increased, As for the social aspect,
bwo priorities are noteworthy: on the

I\ .-“l (,.:t q (;f] e one hand, the basic enerpgy needs of
e g the lowest-income strata ol lhe

population have to be met; on the

f other hand, efficiency in the use af
r(_)ﬂ’l Dr, energy in lhe residential seclor must
be enhanced considerably by
- coordinating energy  development
Jose policies  with  those  aimed  atl
generating employment ancl

increasing income.

" =
Antonlo Regarding fthe wse of natural

resources, it has bhecome apparent
that, in certain countries or areas,

O Cal I I p(‘) ] hecause of the depletion of firewood

resources, this energy source is no
lnnger available; at the same time the

a
E ?‘ e( Utl \/ e oil and gas export schemes of certain

countries are being questioned. From
the  environmental  standpoint,

S 5 : t although  the energy sector s
ecre ary contributing considerably o local
pallution, Latin America and lhe
Caribbean is contribuling very little to
Of ECLAC glabal environmental problems.
The debt crisis has become the driving
force behind the reforms thal the
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majority of the countries of Lalin
America and the Caribbean have
undertaken since the middle of the
past decade. Their macroeconomic
ohjectives were to balance public
sector and secloral accounts, enhance
the reliability of systems, improve the
productive efficiency of the sector,
secure private-sector financing, and
protect consumer interests, Although
more time will have to elapse so thal
the impacts aof this process, especially
on the energy sector, can be fully
assessed, a  series of  positive
consequences and cerlain concerns
about the dimensions of sustainahility
in this area have been observed,

The energy sector relorm process led
to a certain improvemenl in the
sector’s financial  indicators and
aperating efficiency, to a lange exlent
motivated by the increase in prices
and tariffs and, in some countries, by
the financial rehahilitation of public
enterprises prior to their privatization,
Likewise, it has been demaonstrated
that the countries that implemented
structural reforms, including
privatization  and  total  market
liberalization, have been successful in
obtaining  financing  for sector
expansion,  whereas  those  that
adopted limitation libaralization have
nol been able to secure this financing,

Furthermare, certain deviations from
the purposes and course of action of
the reforms are giving rise to
inadequate  energy  generation
structures from the economic and
ecological standpoint, which may
eventually  exerl negalive social
impacts.  The need 1o improve
regulatory systems is also apparent.
This means that, from the point of
view of equity and the use of natural
resaurces and the envirenment, the
results that are obtlained are far from
adequate, compared to what could
ieasibly be achieved.



The different strategies applied by the
countries of Latin America and the
Caribhean therefore provide a wide-
ranging margin to consider the
impacts on financing and investment,
to ensure energy supply, and above
all to provide a better response to
social and environmental demands,

The principal issues that should be
examined in regional agencies and
government institutions when making
energy policy decisions that promote
sustainable development involve
problems in the following areas:

i. The region’s new energy supply
growth patferns stemming from
institutional — and  regulatory
changes and the leading role of
players that have emerged in the
nineties.

ii. The compefitiveness of energy
markels, laking into consideration
the progress achieved in regulato-
ry frameworks and the vulnerabil-
ities that are being identified. This
involves determining if competi-
live conditions are effectively
being created in these markels on
the basis of models that were
applied in the nineties, among
which the following are notewor-
thy: wvertical breakup of energy
industry, resulation of natural
monopolies, and harmonization
between public policy objectives
and business strategios.

iii. The promaotion of alfernative
energy sources and dismantling
the barriers preventing the incor-
poration of new energy sources
and technologies.

iv. The efficient use of energy, for
which purpose existing obstacles
te consumer rights, environmental
protection, international competi-

ST T R I T A R R R I
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tiveness, and social equity must be
icentified.

In the region’s countries, there is
much concern about perfecting the
regulatory frameworks of the energy
sector and distributing responsibilities
between the public and private sec-
tors, especially because the ecanom-
ic integralion process poses various
challenges for the coordination of
sector regulation policies,

The absence of coordination could
become a consteaint for achieving
effective integration, which is aimed
at promoting the development of
competition and efficiency in the
resource allocation process. There-
fore, global issues such as resulation
policies, institutional frarmmewaork, and
organization of the standard-setting
frameworl bocome priority matlers.

Chergy policy is also facing a series of
challenges inherent to the changes
that are taking place in world geopol-
itics and as a result of economic glob-
alization processes, which will ablig-
atorily lead to the need to address an
energy integration process from a per-
spective of open reaionalism, with
the political, economic, and inslitu-
tional implications  this  entails.
Therefore, the institutions estahlishing
national energy policy should collab-
orate and coordinate with the region’s
energy institution, that is, the Latin
American Energy Crganization, so
that national energy policies and sub-
regional and regional integration
processes in this field do not end up
being incompatible.

The need to coordinate national and
regional policies is also apparent in
the internationalization af environ-
ment issues, since environmental
problems have developed to such a
point that they now go bevond
country borders and have become a
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priority item on the international
agenda,

In this context, a stance in favor of an
international set of standards has
become increasingly important, and
it may well have highly significant
r{fF}EI’{'LJSSi{}Hﬂ' (81} Er‘lﬁ'r'g‘y' resource J.':I‘.'ﬂ-
duction, Productive transformation is
one of the aspirations of all develop-
ing countries and can lead 1o a cer-
tain delerioralion of the environment.
That is why it is so important to insist
on the establishmenl of international
negotiating forums to discuss ways of
preventing sustainability from being
undermined.

ECLAC S

issues are part of the actions it has

concerns about energy
been carrying out with different Unit
ed MNallons agencies [o ensure sus-

tainable development.

That is why would like te highlight
the Project on Energy and Sustainable
Development in Latin America and
the Caribbean that is being jointly
conducted, since 1994, by the Latin
American Energy Oreanization
{OLADE), ECLAC, and the German
Technical Cooperation Agency (GTZ).
It has helped to heighten, and give
priority to, the regional debate on a
series of issues invalving encrgy sec-
tor reforms and their contribulion 1o
achieving the objectives of economic
growth, sustainability, and social
equily.

Jose Anlanio Ocampo

Santiago de Chile,
Oclober 1998
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Messages from former Executive Secretaries

Horacio
Sevilla

Borja
Executive Director
of the Coordination
Secretariat

for the term
1974-1975
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he severe energy crisis that
pitted the oil importing

countries against the oil-

producing countries at the
beginning of the seventies and
whose impacts reached beyond
the energy sector, altering the
course of the world economy and
affecting the majority of the
countries of Latin America and the
Caribbean, led a select group of
visionary leaders of the region
who were committed to their
people to create the Latin
American Energy Organization
(OLADE) as a means of finding the
unity they were looking for, on the
basis of the integration, sovereign
protection, and efficient and
autonomous production of their

natural resources.

As a delegate of Ecuador at the first
four consultative meetings of
Energy Ministers of the countries
of Latin  America and the
Caribbean, | participated in the
entire process of establishing
OLADE. Likewise, in August
1994, by decision of the IV
Consultative Meeting, | was put in
Coordination

charge of the

Secretariat of the newhborn

regional integration organization.

During my term of office as the
head of the Coordination

Secretariat, | was entrusted wih the

Organi zaci 6n Lati noaneri cana de Eneraqia

task of sefting up the Permanent
Secretariat’s organizational and
financial structure and promoting
the policies that had given rise to
OLADE. To do this emphasis was
laid on two essential projects: the
elaboration of the inventory of
energy production technologies
and research, which was the seed
for the current Energy-Economic
information System (SIEE); and the
study for the establishment of a
financial institution to support the
development

region’s energy

initiatives.

25th
anniversary of OLADE's creation,

To commemorate the

[ would like to pay tribute to its

founders and congratulate all

those who, over this long period
of time, have made efforts to
integrate the countries of Latin
America and the Caribbean by
developing the region’s energy
sector,

The road traveled by OLADE over
these last 25 years has been
important, but of even greater
importance will be the actions it
will have to wundertake to
successfully address the

challenges of the new century.

Ambassador Horacio Sevilla
Borja, Lima, October 1998




e Latin Americans should

be proud of having an ener-

gy organization such as
OLADE, which has been able to
react and adapt to the deep and
rapid changes taking place over
the last 25 years.

OLADE was born as an authenti-
cally Latin American response to
a bipolar world whose energy
supply depended fundamentally
on oil. Renewable energies, espe-
cially nonconventional ones,
were just beginning to be devel-

. Environmental preservation
did not play an important role in
the consideration of development

5. Thermonuclear energy was
at its peak, with hundreds of

nuclear stations being planned.

A great deal has occurred on the
energy scene over the last two
and half decades. Humanity has
had to cope with the extensive
impact of the oil price crises,
without finding any substitute for
oil as the world’s basic energy

source.

Environmental preservation has
become a universal matter of con-
science, and in this process what
was assumed to be the nuclear
energy panacea to all energy
problems simply vanished.

As a result of the détente between
the two major powers, the free
market economy has become the
economic doctrine that governs
international relations. As a result,
the leading role of the Latin Amer-

ican state energy companies is

being replaced by private-sector
investment, which is aimed at
providing end-users with energy
at its real cost. The globalization
of the economy has converted
regional integration into a require-
ment for survival, but on the basis
of terms that are different from
those of the seventies.

During this dizzying process of

oe, OLADE has been main-
tained as a meeting place and ref-
erence for its member countries;
at the same time, it has been mon-
itoring this change closely without
losing its validity.

For the next millennium, the
Organization’s challenge will be
to adapt itself to the changes that
have been taking place over the
last few years. As the energy pol-
icymaking organization for its
member States, OLADE must ade-
quately respond to the following
question: what is the State’s role
in Latin American energy devel-
opment.
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Carlos
Miranda
Pacheco

Executive Secretary
for the term
1976-1978
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Messages from former Executive Secretaries

Gustavo
Rodriguez
Elizarraras

Executive Secretary
for the term
1979-1981
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he period from 1978 to 1981

was a period of upheaval on the

world’s energy market, as the
second oil shock of the decade once
again distorted the economies of the
oil-importing countries, especially
those that had weaker economies,
a situation shared by the majority of
the member countries of OLADE.

This  situation signaled an
opportunity, which was not wasted
on the
especially the United States, to
wage war against the OPEC, which
was blamed for generating this
distortion by raising oil pric

developed countries,

which eventually hit a peak of up to
US$44 per barrel.

In the midst of this world crisis,
OLADE called for a dialogue
between the region’s oil exporters
{Ecuador, Mexico, and Venezuela)
and its oil importers. The President
of Costa Rica, Rodrigo Carazo,
despite statements made by his
Minister of Energy at a meeting of
UNCTAD  in Manila, the
Philippines, OPEC,
supported and offered his country to
act as host for the First Extraordinary
Meeting of Ministers convened by
OLADE in order to open up a
dialogue between the region’s oil-
importing countries and its oil-
exporting countries. As a result of
this meeting, which took place in
July 1979, the Declaration of San
: which Mexico and

as the

against

losé,  In

major oil-
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conditions
experienced by the

the adverse being
lesser-
developing oil-importing countries,

was issued.

On August 2, 1980, this willingness
led to concrete arrangements when
Mexico and Venezuela signed the
San José Accord, whereby they
committed to supply, with favorable
financial conditions, up to 160,000
barrels of oil per day, a volume
accounting for the consumption of
the 11 beneficiary countries, which
at the same time generated a
development fund. This accord is
ratified every vear and continues to
be in force.
Another important
regional cooperation

establishment of the Latin Ame

Program
(PLACE) in 1981, which provided
the fina
fund for

Energy  Cooperation
cial base for setting up a
the development of
regional er programs and
projects.  PLACE was born in
September 1981 with seed capital
amounting to US$7 million. The
background to this action was
OLADE’s capacity to attract by
means of international cooperation
(IDB, EC, OPEC Fund) about LIS$10
million,

without any  strings

attached:

An additional achievement during
this period was the increase in the
number of member countries, from
19 in 1978 to 26 by the end of this

period.




OLADE: Energy self-sufficiency
with technological autonomy

t befell me to conduct the

Latin  American  Energy

Cooperation Program
(PLACE), which enabled the
region to identify and quantify an
extremely wide range of energy
sources: oil and gas resources
and the legal framework for their
praduction; the inventory of coal
deposits; the assessment of
hydroenergy potential, especially
the development of technology
for small hydropower stations;
knowledge about our bioenergy
sources and their development,
especially the use of firewood in
the Central American countries.

Likewise, we developed

geothermal energy projects in
Haiti,
Ecuador-Colombia, Nicaragua,

Panama, Guatemala,
and Honduras; the wind and solar
atlases for Latin America and the
Caribbean; the Latin American
energy information system and
energy balances using a standard
methodology; energy supply and
demand models; the designing of
programs for the rational use of
energy; and pricing studies. All of
this was accomplished with
partial funding from PLACE by
means of seminars, courses,
and direct

working groups,

technical assistance.

In addition to its own funds,
OLADE
financial

benefited from the
collaboration and
experts of ECLAC, EC, UNESCO,
UNIDO, UN/DCTD, IDB; OPEC
Fund, OPAEP, GTZ, EIA,
Germany, Spain, Canada, United
States, and ltaly. As a result, the
Permanent Secretariat became
the inevitable forum for all
regional energy discussions, and
Quito generously offered its
hospitality as host to the leading
fisures who came to help
achieve the goals that had been
agreed upon. The Ecuadorian
Government's solidarity with
OLADE’s efforts was evident in
all aspects, but President
Osvaldo Hurtado’s donation of
the building that is currently the
Organization’s headquarters is

especially noteworthy.

During my term of office, it was
possible to detect weaknesses
and insufficient development in
certain areas; nevertheless,

despite these deficiencies,
OLADE’s

institutional base, as well as a

technical and

growing capacity to assimilate
and replicate cooperation efforts
from both the region and abroad,

was consolidated.
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Ulises
Ramirez
Olmos

Executive Secretary
for the term
1982-1984
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Messages from former Executive Secretaries

Augusto
Tandazo

Borrero

Acling Executive
Secretary

from April to
December 1987
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The Permanent Secretariat’s role in
regional integration

he struggle of the Movement of Non-

Aligned nitries, OPECs straj

enhance the wvalue of :
materials, and the United Mations'

ratification of the Declaration on the
Establishment of a Mew International
Economic ("erer and the Charter of

sum up Hw df*r ade of ’th seventies,

g which the developing world
decided to mur:imam its efforts to
demand fmrn -Ill)‘l-_'ri x'.-r»rlri TLur

an the plum:le: mg m the nat ural
wealth of the developing countries.

It was in this context that QOLADE was
created as a | \ ing organization,
esgentially at addressing, by means
ions, the disruptions in the
-ountries produced by
the industrialized world and at promoting
actions to facilitate the real exercise of
their sovereign rights. It was to be a
wide-ranging forum that would give
priority to multilateral policies and put
aside the old unproductive practices of
bilateralism.
As a policy coordination mechanism,
phasized btwo essential
functions of the Permanent Secretariat:
implement the actions entrusted to it by
the Meeting of Ministers, and focus on
thase issues of the Organization in line
with the policy set by this Meeting.

Although the problems that were being
faced have not changed and actually
have become more severe, the
following the establishment of
neglected the policymaking
Organization. No poli ;
generated on the basis of initiatives taken
by its members and the Permanent
Secretariat is not entrusted with the
implementation of actions.

It even seems that our Organization
functions apart from its charter, that is, the
Lima Agreement, whose lenets and
objectives were set forth in this
Agreement 25 vears ago and continue to
be valid.

Of course, when we talk about the
Cirgar on, we do not necessarily
mean the Permanent Secretariat.
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In view of this, the role that the
Permanent S¢ ariat should play, inmy
opinion, is as follows:

The Permanent Secretariat could
appropriately make use of the
attributions that the Lima Agrec

granted it and introduce issues of
true interest, thus contributing to
upgrading the Organization’s
policymaking status.

It could also improve
Organization’s image of practical
usefulness with r

countries, by facilitating
with African countries. This would
considerably enhance the market of
goods and services between the
countries of the South and would
facilitate the exchange of information
and the development of common
palicies of mutual interest.

It could continue to develop energy
cooperation programs that focus on
the use of the experience and
advisory services of experts from the
member countries, with  the
Permanent Secretariat acting as a
bridge between existing supply and
demand. This would create a
favarable climate that would improve
relationships between members.

It could conduct all the l.'J[hl'-"I hrehh-
useful programs, such as:

energy planning; the develo pmenl ol
energy balances; t
energy information systems; the
development of alternative energy
sources; and those appearing in the
Lirria Agreement.

proverment of

The end of the present :‘r‘:l[l:—"nmum can
well be the neeasion for a large re
energy policy coming toge ﬂ'u;-r tor IhF-
vear 2000, ir order to as

in depth the paolitical,

social aspects of energy in o
plan for the new tury,
seeds of hope for better days
people.

MOnE OUr

renty-five years after OLADE'S
foundation, let us try to interpret

mace the




here is no doubt that the Latin

American energy context has

changed considerably over the
last decade. OLADE in particular
has lived through this history. At
the end of the eighties, the region’s
energy sector was almost totally in
the hands of the State, with State
monopolies. Today, at the gates of
a new century, the private sector is
an extremely important player in
virtually all countries of the region.

It is particularly satisfactory for
someone who was, and is, part of
this history to see how, in the
OLADE which befell us to work
with in the late eighties and early
nineties, with a group of capable
experts from throughout the region,
we were able to participate in this
change, questioning the all-power-
ful and monopolistic involvement
of the 5tate, and how we opened
doors to provide OLADE with a

breath of fresh air and enable it to

work with the private sector and

international institutions such as the
World Bank, the Inter-American
Development Bank, and the Euro-

pean Commission.

So as not to be forgotten by history,
| think it is worthwhile to recall that
the highest expression of this com-
munity of players was OLADE's ini-
tiative to hold the First Energy Con-
ference of Latin American and the
Caribbean (Enerlac®), which tack
place in Bogotd in 1993 and was
attended by more than 400 dele-

gates from the member countries

and top-level professionals and cor-
porate executives from the world
energy community.

Let us now focus on what we are
now e; encing, probably with a
view toward the future and also in
the hopes that the consolidation of
the shift from the State to the private
sector will be for the good of the

region, especially its people.

Although up to now it is possible to
view this process as successful,
since in the region’s countries the
private sector is participating wide-
ly in both the electric power and
hydrocarbons sectors, it must also
be said that success must involve
not merely private-

tion but also, above all, the consal-
idation of clear rules of the game
and increased competitiveness in
order to prevent private-sector
monopolies from replacing former

state monopolies.

In short, this is the challenge for the
States at the start of the 21st centu-
ry, a regulatory State, rather than an
intrusive State, one that defends
freedom of competition and the his-
torically vulnerable customer, and,
probably more important, a State
that refrains from investing huge
amounts of financial resources in
the energy sector and focuses more
on its citizens and invests in health,
education, social programs, in
short, in the region’s most vulnera-

ble people.
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Gabriel
Sanchez

Serra
Executive Secretary
for the term
1988-1993
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behalf of the
Chergy Agoncy

permi’r me, o
Internaticonal

Secretariat, exlend
congratulations to Moember
governments of the Latin American

foy oLr

Enerpy  Qrganization  and  its
Secretariat  staff an the  25th
anniversary of OLADE"s

eslablishment. Coincidentally, the
IEA  will also celebrate its 25th
anniversary next year. While our
two organizations were founded for
differing immediate reasons, the
broad impetus for both was the
importance  of energy  to our
countries’ well-being and the necd
to collaborate to promote mutual
ohjectives,

As is the case for |[EA Member
countries, Latin American nations
robust
growth and dramatic changes in

have experienced both
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their energy sectars over the past 25

vears. The period has reshaped
world oil and energy markets for all
our The
circumstances include; significantly
modiflied  energy  supply
demand patterns, with energy
demand increasing most rapidly in
developing countries; liberalization,
heightened competitiveness and the
slobalization of markets; reduced

countries, MW

and

government intervention; greater
sgctor
dynamic

receptivity Lo

involvement

private
and
technological progress.
At the same time
concerns and the approaches we
take to address them have become
maore similar. The [EA has watched

with great interest the restructuring

DUr energy

and transformation taking place in
Latin America's energy sector. We
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have seen dyvnamic growth in the
region’s oil and natural gas sectors
and a wave of change in the natural
gas and electricity sectors, including
innovative regulatory
increased receptivity to private
sector involvement and

reforms,

market
Mozl recently, we
have noticed the rapid development
of regional energy linkages. We at
the IEA are pleased to offer our
expertise, experience and policy
acdvice where we balieve they can
be put to good effect. At the same
lime, we expect to learn from your

mechanisms.

region’s efforts at reform. |n many
areas, such as regulatory reform,
privatization and energy integration,
the Latin American experience
holds worthwhile lessans for other
parts of the world.



Latin American Eneray Organization « OLADE

Message from Mr. Robert

This convergence of views and
interests is reflected in increased
collaboration between the IEA and
Latin American governments, and
with the OLADE Secretariat in
particular.  Owver the years the IEA
and your Secretariat have jointly
sponsored waorkshops and
conferences focusing on specific
areas where IEA experience is
particularly relevant to the Latin
American  energy  scene. In
particular, we have supported and
sponsored the OLADE Secretariat’s
“Enerlac” conferences, which we

have found to be highly effective

fora. The IEA will again be
participating  in  this  vear’s
Enerlac "98 to be held in the

Ciominican Republic.

L R T I
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Bricldle Executivie
Director of the
International Energy
Agency

The long-standing cooperative
relationship between our twao
Secretariats, initially focused on
statistical exchange, has
broadened and matured to the
point that it now covers virtually
the entire range of energy issues.
In  recent  years we  have
collaborated in efforts addressing
electricity and natural gas sector
regulatory reform, energy
efficiency and energy trends and
scenarios. Our two arganizations
are now giving higher priority to
energy-cnvironmental issues with
a focus on the enhanced sharing of
information on  policies  and
programs which address climate
change. We have warked together
on implementing the International

Panel for Climate Change (IPCC)

LT T R T T T T T S T R I S |

LI I

which
the

methodalogy, Was

LA for

eslimaling greenhouse pases, and

developed by

the Clean Development

dechanism (COM).

In working with OLADE over the
years we have found its Secretariat
staff to be consistently helpful,
resourceful and of high professional
quality. We look forward to further
mutually beneficial collaboration in
the coming years, as our Member
countries’ energy sectors continue
to develop and become even more

inlerdependent.

Robert Priddle
Paris, Cictober 1998
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n 1991, when Argentina, Brazil,
Paraguay, and Uruguay signed the

Trealy of Asuncion, giving birth to Table 1. Binational Hydropower Projects
the Southern Common Market IMER- of MERCOSUR
COSURY), the subregion already had

a three-decade tradition of electric RIVER ETATION COUNTRIES  CAPACITY

* GEMERATION | SITUATICN
. : 2 (M) (BWhiafo)
power integration as a result of the : : e
1 ¥ . $ LInuguary SALTO Argenting 1880 &7 0 N Opurating
implementation of its binational GRANDE Urtsgibay

hvdropower projects. - i

Parané AR Brazil 12600 T Operating
Pasaguay

['he binational hydropower stations Parand YACYRETA | Argenlina 3200 20300 Operating |
that are currently operating (see : ERRHRY “": T_'a‘:"r"
lable 1), as well as about 9,200 MW o e ;ﬁ:ﬁ e i o
of capacity in the interconnection : Pt GARAEI e {00 a100 Erbfact
lines hetween the countries of MER Bzt
COSUR (see Table 2), have trans- | truguay RONCADOR Beoanting 270 Q300 Feasibility
formed this subregion in the last two | _ Bl Sy
decarles in the one that has achieved il FAEESED Ngﬂju-:;m o i Fagig:lfil?

the most extensive electric power A

: : : ; Argentina 1580 14280 Irteerisry
integration in Latin America and the Paraguiay
Caribbean. | Argenlina 400 2000 Irvvarary
| Unguay
Likewise, the participation of these Source: Working Subgroup Mo. 8 - Energy Integration in Mercosur — Report Moy 1954

countries in international energy
organizations which brings together
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different government sectors (such as
OLADE, since the mid-seventies, and
the Hemispheric Energy Initiative,
since the mid-nineties) and energy
companies (the Regional Electric
FPower Inlepration Commission—
CIER, and the Reciprocal Assistance
of Latin American Qil Companies,
since the mid-sixties), has been a key
factor for the establishment of region-
al forums for the discussion of projects
and the identification of policy orien-
tations prevailing in the region’s coun-
tries.

MNevertheless, with the signing of the
Asuncion Treaty and
the subsequent cre-
ation of the institution-
al structure of MER-
COSUR. Y a new ele-
ment was introduced
in international negoti-
ating processes and in

INTERCONNECTIONS

1. ARGENTINA/BRAZIL

1.1 Paso de lps Libres ~ Uruguayana
1.2 Garabi — 118 {being planned) 500
I ARGENTINAPARAGLIAY

of other countries of the region, with
which physical energy system inter-
connections can be established, such
as in the case of Arzentina and Bolivia
(integrated by means of a gas line that
carries Bolivian natural gas to the
markets of Argentina) and in the case
of Argentina and Chile (integrated by
means of an operating gas line that
carries natural gas from Argentina).

In view of the importance of the ener-
gy sector for integration, the institu-
tional configuration of MERCOSUR
envisaged, from the very moment of
the signing of the Treaty of Asuncion,

VOLTAGE (kV)

25301132

subregional energy 1 1t~ Carlos A Lopez 2001132
integration, namely, 2.2 Posadas - Encamaion 133
the concrete possibili- ) 5 o Guarambare 1321220
ty of defining an ener- S e =
gy market integration T
scenario in the eco- '

3 ; 4.1 Salo Grande Binational Hydropower Station 501
nomic bloc being set _
up 3.2 Conpepraon — Paisandd 1507132

’ 4. BRAZIUPARAGUAY
The establichment of 4 1 Foz de {gu:fzu —fcaray Slalion : 132
MERCOSLIR e a 4.2 ltaipa Binational Hydropower Station 00
process that has been > BRAZILURUGUAY
5.1 Chuy-Chul 7315

firmly and decisively
supported by the gov-
ernments of  the
respective countries,
and its consolidation is keeping pace
with the timetable that was setup 2 In
addition, it is a process that is open to
other countries and economic blocs:
Economic Complementation Agree-
ments have been signed with Bolivia
{1995) and Chile {1996), and a Coop-
eration Agreement has been signed
with the European Union (December
1995). This open process is quite
favorable for energy integration, espe-
cially with respect to the involvement

Sources: Energy Resources Depardment - MOPC - Paraguay
Wrking Subgroup Mo. 8 for Energy of MERCOSUR,

the implementation of a four-party
forum focusing exclusively on energy
integration, called Working Subgroup
Na. 9 (5GT-9) for Energy (referred to
as Energy Policy up until December
1994), answerable to the Commaon
Market Group, which is the executive
branch of MERCOSUR.

In its first phase of activities (from
1997 to 1994), called MERCOSLIR's
transition  period, the SGT-9

Organi zaci 6n Lati noaneri cana de Eneraqia
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exchanged, consolidated, and com-
pared energy system data and fore-
casts of the member countries. The
financial, legal, and tax aspects of
electric power and hydrocarbons
were analyzed. In addition, environ-
mental aspects, the incidence of ener-
gy on industrial sectors, and the tech-
nological potential of the energy sec-
tor were studied. A common energy
rationalization, guality, and produc-
fivity program was outlined, with a
portfolio of projects with a national
and community scope. Finally, the
Guidelines for Energy Policy Coordi-
nation in MERCOSUR were estab-
lished.

Table 2. Electric Power Interconnections in MERCOSUR

Since the end of
1996 to the pre-

CAPACITY [MW)
sent, in the sec-
50 ond phase of
1000 S0T9 activities,
the actions
ay focused princi-
i pally on the fol-
o lowing studies:
800 al energy pro-
arams; b) regu-
latory  frame-
200 atary 'rmrm_
- works for the
energy sectors;
) electricity tar-
T s :
iffs, oil and gas
a4 prices, and their
respective tax
15

regimes; c) the
Commaon Ener-
gv Rationaliza-
tion, Quality,
and Productivity Program. The gen-
eral coordination of 5GT-9 comes
under the responsibility of the plenary
Common Market Group, which is
comprised of the national coordina-
tors (one representative and one alter-
nate for each member country). One
of the characteristics of the studies of
this second phase has been the con-
sideration of integration projects
involving Chile and Bolivia, as well as
efforts to come closer to these coun-
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Special issue

tries, in comoliance with the instruc
tions issued by the Common Market
Ciroup.

Nevertheless, the principal achieve-
ment of SGT-9 in the current phase
is, without a doubt, the signalure of
the Memorandum of Understanding
on Flectric Power Exchanges and
Integration in MERCOSUR, signed in
S5do Paulo, Brazil, on July T4, 1998
and approved by Decision MNo.
10798 of the Common Markel Coun-
cil, supreme decision-making body
of MERCOSUR, in Buenos Aires,
Argentina, on July 23, 1998,

The Memorandum of Understanding
5 an important step toward electric
power markel integration, unprece-
dented in the region’s energy histo-
Iy,

The memorandam ivolbees the com-
mitment on the part of the States

signing it “to grant authorizations,
licenses, and concessions [or Lhe
construction, operation, and produc-
tion of interconnections that link
clectric power systems,” as well as
define “general norms that guarantee
the free trade of electricity, based on
the principle of reciprocity in markel
competition and reciprocity, in com
plinnce with current legislation in
each State party 1o the memorandum
and the treaties currently in force
hetwern the States party ta the mem-
orandum.”

The Memorandum of Understanding
sets forth principles of minimum
equilibrium, providing for the free
dom ol enersy contracting botaween
market dealers of the member coun-
tries. the nondiscriminatory treat-
ment of producers and consumers
and open access lo the
capacity of transport and distribution
[he items

surplus

facilities, among others,

that were agreed upon are provided

helow:

1. Ensure competitive market condi-
tions for electric power generation
without the imposition of subsi
dies that could alter normal com
petitive conditions and  with
prices reflecting efficient eco-
nomic costs, avaiding discrimina-
tory practices wilh electric power
supply and demand players
hetween the States party to the
memorandurm.

2. Enable distributors, traders, and
large: electric power users Lo freely
purchase their supply sources,
which can be located in any of
the States party o MERCOSUR.

. Permit and respect the implemen-
tation of purchase asreements
freely drawn up between electric
power sellers and buyers, in com-
pliance with current legislation in

ENRON CONGRATULATES THE LATIN AMERICAN ENERGY ORGANIZATION
(OLADE) FOR TWENTY-FIVE YEARS OF ACTIVITIES, DURING WHICH IT HAS

PROMOTED THE ENERGY INTEGRATION AND DEVELOPMENT OF THE
COUNTRIES OF LATIN AMERICA AND THE CARIBBEAN.
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each State party to the memoran-
dum and with the treaties curreni-
by in force between the States
party o the memorandum, includ-
ing the commitment fo impose na
constraints on the physical com

pliance of these agreements, other
than those that are provided for in
the contracts themselves.

4. Ensure that the regulations in their
electric power markets facilitate
supply security that the buyers
require from the sellers of another
State party to the memorandum,
regardless of the requirements of
the original supply market.

5. Avoid any type of discrimination
for the producers and consumers,
whatever their geographical loca-
tion may be.

. Make it possible, inside each State
party to the memorandum, for
supply of demand to come from
economical load dispatching,
including energy surplus supply
in international interconnections.

Iy el this, a communications and
linkage infrastructure should be
set up to facilitate the exchange ol
data and informalion on markets,
including in real time, which are
needed to coordinate the physical
operation of interconnections and
accounting for marketing purpos-
£

7. Ensure free access to the surplus
capacity of transport and distribu-
tion installations, including as
well the access to international
interconnections, without any dis-
crimination for nationality and
destination (domestic or external)
of energy or the public or private
nature of the companies. And the
tariffs regulated for their used
must be complied with.

o
o=

Ensure compliance with the gen-
eral security and quality guide-
lines of electric power supply of
cach State party to the memoran-
dum, which have already been
defined for their own networks
and syslems.

Organi zaci 6n Lati noaneri cana de Eneraqia
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9. Ensure free access to information
on electric power systems, mar-
kets, and transactions.

10. Determine the preparation of
studies, by suitable institutions, 1o
ensure Lthe joint operation of mar-
kets of the States party to the
memorandum, as well as identify
the adjustments that are needed
to facilitale electric power inte-
gration,

Although all the above-mentioned
terms cannot be fully applied under
current conditions, since domestic
market liberalization has not as yet
been entirely consolidated in all the
MERCOSUR countries, the transfor-
mation of MERCOSLUR's electric
power sectors is a process that is
being irreversibly implemented. It
will be creating increasingly favor-
able conditions for the full applica-
tion of the agreement. Indeed,
Paraguay has nat as vet transiormed
its electric power sector, although
there is already a draft bill guaran-
teeing liberalization of the electric
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Master's
Degree in
Energy &

Environment

Appiicatons from professionals of gov-
emment and the private sectar are invit-
ad for participation in ihe Third Master's
Diegrae Program in Energy and the Envi-
ronment offered by the University of
Calgary and the Latin American Energy
Crganizalion (OLADE), with support
from the Canadian Intermational Devel-
opmant Agency (CIDA). The 14-manth
colrse beging in March 1999, It
includes advanced courses and semi-
nars, az well as individual and group
projects focusing on Latin American and
Caribbean realities. Faculty from the
University of Calgary and Latin American
universities teach in the program, which,
iz conducted at OLADE's headquarters
in Quita, Ecuador

THE PROGRAM

The program consists of courses in non-
renewable and renewable energy sys-
tems; air, water and land pollution and
their impacts; energy econcmics and
planning; envircnmental sk assess-
menl, envirenmental management taols
for project developmeant; enviranmental
law in the enargy sector; and human
resources management and stratecic
environmental planning in energy argani-
zatians.

~ = THE UNIVERSITY OF

UE CALGARY

Canada

]

For further information please sortact:
Director of Training and Informalics
Latin American Energy Organization
Av. Mariscal Anionio José de Sucre
N58-63 & Femandez Salvador,

 SeclorSanCafos

.0 Box 17-11-6413

_ Quito, Ecuadur

Phane: (593-2) 548122 -

Fax; (593-2) 539-564.
E-mail; magstriai@olade. org.ec
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power market with characteristics
that are compatible with the four-
party document. In Uruguay, con-
siclerable progress in market liberal-
ization in electric power generation
wils achieved. Since 1995, Brazil
has been implementing a privatliza-
tion process among its distribution
utiliies, and mare recently, private-
sector participation n power genera-
tion has increased. In Argenting, the
pioneer country for transformations
in MERCOSUR, the conditions have
been established to comply with the
clectric power agreement.

Although the important achieve-
ments that have been made, with the
signing and ratification of the Mem-
arandum of Understanding, must be
recosnized, it is possible that success
will not be consolidated unless an
agreement for natural gas with the
same characteristics is drawn up,
because the fulure of enerpy devel-
opment and exchanges in MERCO-
SUR, plus Chile and Bolivia, will
probably be based on a combined
system of production, transport, and
exchange of natural gas and electric-
ity, complementing the binational
hvdroponwer peneralion projects cur-
rently being operated and those that
are to be built in the luture, Inside
SGT-4, discussions have already
started for the subscription of a nat-
ural gas apreement, which if signed
and ratifiecd would be a decisive step
for the integration of the energy mar-
kets in MERCOSLUR,

I this confest, it is evident that the
natural gas exporling countries will
he Bolivia and Arsentina, whereas
the electric power cxpaorters will be
Paraguay and Argentina as a result of
their hydropower stations {mostly
Linational} and thermoelectric gen-
cration using Arsenting natural gas as
feedstock. The energy buyers (natur-
al gas and/or electric power) will be
Brazil, Paraguay, Uruguay, and
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Chile. Moreaver, there is a project
involving the expaort to Brazil of elec-
tric power produced in Uruguay
using natural gas from Argentina.

The analysts working in SCT-9 are
forecasting that the configuration of
MERCOSUR's energy system will be
completely different from the current
one, owing o the penetration ol nat-
ural gas in energy trade and electric
power production. This configura-
tion will depend on the creativity of
private-sector investors and the con-
ditions created by governments by
means of agreements such as the
remarandum of Understanding that
weas signed this year, er

Viclorio Oxilia-Davalos, Director of Encrgy
Resources, tinistry of Public Warks and
Communicalions of Paraguay, and Alernate
Coordinator for the Paraguayan Section of
Working Subszroup No, 9 for Encrgy of the
Southern Market Croup.

MNotes

I, The instilulional struchure was omporary
up until December 1994 and perma-
nenthy i force as of Decembor 1995,
when the Oura Preta Protoco] came into
force and the international legal standing
of MERCOSLUR was abtainesd.

20 I 19495, MERCOSUE provided for the
free circulation ol soods belween s
member countries withoul any cusiams
chulies texcepl for somme provisional ifems
which will be eliminated by the yvear
20017 and with a gradual dismantling of
mon-customs deties constraints, Like-
wite, a Common External Custams
Scheme AECH was established, with an
average cusloms duty ol 1% and & ceil-
ing of 20%, excepl for some provisional

iterms dundil the wear 20060,



