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Editorial

atin America and the

Caribbean must make

impaortant efforts to
adequately meet the future demand
for energy and the sector's
requirements at the start of the new
century. At the same time, one of
the fundamental actions of the
region's strategy will have to be
greater energy efficiency.

As part of the structural changes
taking place in the region as a
result of modernization,
capitalization, privatization, and
liberalization processes, efficiency
in energy production and use is of
the utmost importance. To promote
this energy efficiency, however,
policies have to be defined to
ensure stable prices based on
economic costs, and specific
enerpy efficiency programs at the
sector, national, and regional levels
have to be planned and
implemented. In this situation,
among the activities to support this
restructuring process, GLADE is
planning to increase its technical
assistance to its member countries
to improve the efficiency of their
energy systems, using an
environmental conservation and
sustainability approach.

The present issue of the Energy
Magazine includes an article on the
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efficiency of the electric power
sector, which describes and reviews
experiences in the Central
American countries and the
prospects for these activities in

other countries of the region.

This edition also highlights
Guatemnala, its cultural wealth,
some of the country's most
important social and cultural
aspects, and above all the major
decisions being taken by current
government authorities to modify
the country's legal and economic
structure in order to attract
investment for the energy sector
and inspire confidence in the

country.

This issue also has an article on the
Electric Power Planning Maodel, the
SUPER/OLADE-BID®, and a review
of current opportunities for the
upstream oil sector in Latin
America and the Caribbean,
focusing on international capital
flows to the region and changes

and schemes prevailing in this area.

Luiz A. M. da Fonseca
Executive Secretary




Technology

he speed and extensiveness ol

the changes taking place in Latin

America and the Caribbean
iespecially in the electric power
secton have led o a demand for
refiable and efficient analvtical tonls
lor decision making at bath the
macro level (global energy planning)
and the micro level (company
planning and programmingl. A
sound base for sustainable growth in
the region is needed, and the
resional electric power planning
mccdel, the SUPERADLADE-BIDE,
provides the required support to
attain optimal results,
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It is evident that economic recovery
and growth require signiticant
amounts of new investments in
infrastruciure, |n the case of
electricity, the needs are urgent. In
developing countries, the demand
for electricity tends to increase more
rapidly than gross domestic product,

The electric power sector requires
investments al a time when the base
for financing has eroded
substantially. The debt-servicing
burden for the sector’s ulilities is
guite heavy. In almost all the
countries, there have been sirong
political and social pressures on



alectricily rates and other variables
that have affected power utility
company financing and aperations.

The large investments that the sector
needs will not materialize unless the
sector changes the way in which it is
financed and managed. [t is
therefare necessary 1o reconcile
political and social elements with
efficient administrative management.
Whether they are public or private,
the power utilities can only become
self-sufficient if they are
administered using sound business
principles, Participation of the
private sector and consolidation of

national capital markets are aspects
that have to be considered as part of
the process of electric power sector

XN,

Environmental conservation and
protection have acquired special
impartance as mankind has the
opportunity to thoroughly study the
severe problems stemming from the
lack of interest in the coology. The
power sector, because of its
irvestmenls, is obliged (o take into
account these concerns and analyze
in depth the possible impacts of its
projects on the environment.
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CLADE, with the financial
collaboration of the Inler-American
Development Bank (DB}, has built a
computer system, aimed at
prioritizing, scoping, and selecting
eleciric power projects to meet the
growing demand for electricity under
conditions of uncedainty. The
systom determines power generation
goals for each station of the system,
ineach stage; it also minimizes the
expected operating cost throushout
the planning period, and assesses the
financial and environmental impacts
slermming from the future
development of the power sector,
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Technolagy

COMPONENTS

The SUPER/OLADE-BID® Model is designed

in a Windows environment and is

comprised of eight modules that enable the

user to assess demand, hydrolagy,
expansion, dispatch, finance, and

envirenmental aspects of the power sectar in
a given site, country, subregion, or region.
Its wse is aimed at public and private

companies and investors.

DEMAND MODULE: It models load
curves on the hasis of historical
infermation and demand forecasts
supplied by the user; simulates and

dASSE55E5 ENETEY conservation and -

load management programs; and
conducts a pre-dispatch of the
nonconventional energy sources and
scheduled energy exchanges
between power generation utility
companies and consumers with
special regimes,

HYDROLOGICAL MODULE: It
provides hydrological information
for the optimization and simulation
modules and generates results such

st

s Natural inflows in each project
site, for a given periad,
discounting the impact of the
system’s aperation, evaporation,
and other water uses,
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+ Hydrological sequences for the
simulalion of the dispatch of the
uncertainty module.

= Available and minimum energy,
peak capacity and storable energy
for each hydropower project.

PLANNING UNDER UNCERTAINTY
MODULE: It obtains power
senaration expansion sirategies,
taking into accounl uncertainty in
the most important variables of the
planning process. It is characterized
L the following:

s Explicit representation of
uncertainty in variables {demand,
fuel costs, lead times, investment
costs, and hydrologyl,

¢ Representation of financial
consiraints o ensure, for
example, that an expansion plan
will not exceed a power utility’s
capacity to pay.
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REQUIREMENTS

With the latest technological breakthroughs, the software used does
ial computer know-how on the part of the final

friendly eraph
installation requires a 486 computer or later, 16 MB in RANM, 100 MB
in free hard-disk space, Windows 3.1 or later.

s interface (in Windows). [ts

e Least-risk strategics,

Adaptation of decision-making to

the values observed in certain

variables, thus emulating the way

of acting of the planners,

* The mathematical solution of the
optimization problem uses
breakdown technigues.

-

THERMAL MODULE: |t obtains
expansion in predominantly thermal
systems and generates the following:

» Least-cost expansion plans for
large thermal syslems.

= |t calculates short-run marginal
costs for each step of the load
duration curve and the marginal
benefit of thermal projects,

¢ [t produces least-cost expansion
plans for small thermal systems.

HYDROTHERMAL DISPATCH
MODULE: 1t simulates the least-cost



operation of hydrothermal systems

and includes the following functions:

¢ Calculation of equivalent
subsyslerns.

= Oplimal operating policy.

= Simulation of system operation.

e Calculation af marginal operating
Cosls,

e Calculation of marginal benefits
ol interconnections.

= Calculation of marginal benefils
of thermal projects,

FINANCIAL MODULE: It analyzes
the financial management of the
utilities, integrated with the syslem'’s
expansion plans. The analysis that is
conducled is based on generally
accepted financial practices. The
reports that the module produces are
meaningful, similar in most of the
poweat utililies, except for certain
characteristics inherent to each

LINKAGES BETWEEN MODULES

Sapansien plan

country. The results produced are
mainly aimed at decision-makers
inside the power utility company,
regulatory agencies, and national
and international financing
institutions.

ENVIRONMENTAL MODULUILE: 1
parmits gualifving the enviranmental
impacts produced by the power
generation projects to make them
comparable lraom the viewpoint of
these impacts, The methodology
used is based on s multi-objeclive
analysis with the following
characteristics:

= Integrating the socioeconomic
and biophysical aspects in a
single multi-ohjective function,

* Evaluating project sequences.

s [ntegrating thermal and
hydratharmal installations,

Latin American Eneroy Organization OLADE

applying environmenlal
paramelers for their assessment.
s Search for robust =alulions, thal
is, sound solutions that analvze o
wide spectrum of sensitivily.

DISSEMINATION OF THE
MODEL

Dissemination of the model tales
place via the following:

s [nternet

= Llsers” Bulletin

s Specialized journals

e International seminars and
OLADE events,

ADVANTAGES

It is a mode| for power gensration
planning and the interconnection of
power systems and facilitates the

ORGANIZATIONAL CHART OF THE MODEL

Ciraphical
imterface

I

e B
Studics
and casss

[

The SUPER is a
system comprised
of four computer
components that
interact, by eithar
generating or
transterring
information

* between each
other. These
components are:
graphic interface

Algorithmic
programs

Results : Visual Basic);

Charts
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Technology

CO_U_NTRY
Brazil

CURRENT USERS

COMPANY

COMPANHIA ENERGETICA DE SAQ PALULOD

CESP

Chile

Colombia

Casla Rica
Ecuados
El Salvador
Handuras
Mizaragua

Panama

COMPANHIA PARANAHENSE DE ENERGIA

COPEL
ELETROBRAS
'EMPRESA NACIONAL DE ELECTRICIDAD
ENDESA

COMPARIA NACIONAL DE TRANSMISION ELECTRIC

TRANSELEC

CORPORACION ELECTRICA DE LA COSTA ATLANTICA

CORELCA
EMPRESA DE EWERGIA DE BOGOTA
EEB
EMPRESAS FUBLICAS DE MEDELLIN
EEPPM
EMPRESA DE ENERGIA DEL PACIFICO
EPSA

INTERCONEXION ELECTRICA S.A,
154,
ISAGEN

UNIDAD DE PLANEACION MINERO-ENERGETICA

UPME

NSTITUTO COSTARRICENSE DE ELECTRICIDAD

IZE

INSTITUTO ECUATORIANO DE ELECTRIFICACION

IMECEL

CEL

" COMISION EJECUTIVA HIDROELECTRICA DEL RIO LEMPA,

EMPRESA NACIONAL DE ENERGIA ELECTRICA

EHEE

INSTITUTO NICARAGUENSE DE ENERGIA

INE

IRHE
IMTER-AMERICAN DEVELOPMENT BANK

INSTITUTO DE RECURS0S HIDRAULICOS Y ELECTRIFICACION

The Permanent Secretariat of OLADE has st the goal of disseminating the use of the
maodel throughout the region, as well as outside the region. The Qrganization's sound
commitmant and the positive interaction with the users of the model guarantees, over
time. the quality and effectiveness required to maintain a computer system that is in

keeping with the power seclor’s current demands.

following activities: assessing
demand scenarios; establishing least-
risk slrategies under conditions of
uncertainty; defining the indicative
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plans of projects; simualating the
operation of hydrothermal systems:
conducting financial analyses; and
assessing environmental impacts,

TRAINING

In arder to enhance use of the
model, DLADE offers training
courses 1o lhe users of the model as
apecified helow:

= Two-day seminar for executives,
addressed to managers and chief
executive officers of power
utilities and aimed at presenting
the scope and qualities of the
model and its advantages.

s Two-week basic course,
especially addressed to new users
and aimed at providing hasic
instruction on using and handling
the model,

¢ Advancod one-week course,
addressed 1o users who already
have experience in using the
model and aimed at studying in
depth specific topics regarding
the mathematical formulation of
the modules and other issues that
may be of interest to the users.

In addition, QLADE annually
arganizes a meeting ol users, where
experiences are shared and
comments and suggestions on
possible improvements that can be
incorporated into the maodel are
macle.

Finallv, the users of the maodel are
organized by means of the Technical
Committee and Secratarial of Users,
which coordinate with QLADE all
the activities that are conducted on
the regional power planning model,
the SLIPER/OLADE-BIDE, w
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. ENERGY-ECONOMIC INFORMATION SYSTEM

A wide-ranging data base with selected', re:liab’l'e, and updated information
on the energy sector of Latin America and the Caribbean, its evolution and prospects
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outside Veneruela of ahout F00,000
barrels per day,

The nineties arc natewaorthy for the
alobalization of the economies,
market liberalization, and the defis-
ition of a new rale for the State in
the economic sector as a whole and
the energy sector in particular,

World oil production controlled by
the majors has declined substantial-
Iy and now accaunts far ha redly
15%. This decline is the result of
bath increased production by the ail
companies of the oil-producing
countries and the boam of the sa-
called independent producers.

HBecause of the BIOwWIng importance
of natural gas in the petroleum
industry, the sector is naw being
called the oil and natural aas seotor,
This new situation is due ta the
clean characteristics of natural 245
and its capacity lo compy wilh
environmental requirements, as well
as its wider use as a fuel for regional
integration, facilitated by the Open-
ing up af country harders to interna-
tianal trade and its grawing use for
generaling electricity.

The combination of natural gas and
electricity has been used not canly 1o
cover the region’s electricity deficit
and to promote its economic devel-
apment but alsa by the il compa-
nies themselves in thair awn opera-
lions, which are becoming impor-
lant electric power praducers. In
other words, eleciric power produc-
tion has become a downstream
activity of the natural gas sector.

Anather trend that has been
observed is the involvement of sey-
eral power generation utilities in a35
production processes as a4 stralegy
o ensure supply. This trend has
been viewed as part of the evolulion
toward globalized integral energy
companies,

Ta provide an idea of the dimensian
of the oil industry, according to
ECLAC data, the 52 major oil com-
panies in the world are handling
about US$760 billion per vear. This
figure is three times greater than the
exports of Latin America and the
Caribbean in 1996 and three times
the total amount of fareign capital
that entered the region between
1990 and 1994,

Why Latin America and the
Caribbean?

The changes oecurring in the oil
sector of Latin America and the
Caribbean aimed at creating an
infrastructure that will facilitate pri-
vate capital investment will trans-
farm the region into ane of the
world's principal frontiers for ol
and gas exploralion and prroduction,
as important as the other frontjer
zones, such as the countries that
were formerly part of the Saviet
Union and the deep waters of the
Gulf of Mexicno in the United States,

Al present, Latin America and the
Caribbean as a region ranks second
in lerms of oil reserves, just behind
the Middle East, with an averape
useful life of 41.7 vears. s natural
gas reserves, although lower than
those of other regions of the world,
have an average useful life of 51.6
years, which demonstrates its high
development potential (see Tables ]
and 2},

In the United States and Europe,
these indices are 9.7 and 8.2 vears
for oil and 8.7 and 18.6 wirars for
natural gas, respectively.

Consolidation of the region’s demo-
cratic processes has helped o mini-
mize the political risk for loreizn
investors. Likewise, the current
legal and regulatory framewaorks
which are defining clear rules and
providing attractive business condi-
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tians have given impetus to fareign
Investrmests in the reRion,

International capital flows

Close lo 75% of international capi-
tal flows to developing countries,
considering all areas of the econo-
miy, were concentraled in 10 coun-
tries, 4 of which are in Latin
America (see Table 31, This capital
comes predominantly from private-
sector investment, but a high share
15 speculation capital,

According to the journal Wirld
Watch [May-June 1997 issue).
North-South investments grew from
US%44 billion in 1990 to 1552734
billion in 1996,

Foreign investments in Latin
America and the Caribbean have
been rising substantially in the pare-
sent decads, according to data from
the International Monetary Fund
URAF) (500 Table 45,

In 1995, investments in the oil and
fas sector, as indicated in Table 3,
amounted to US$121.8 billion, of
which about 60% came from the
private sector,

In Latin America and the Caribbean
these investments amounted, in
1995, 1o LSS7.8 billion by privale-
sectar companies and US511 hillion
by state enterprises, which indicates
the predaminance of the latter in
the region’s econamies.

State refarm pracesses and liberaliza-
tion of the sectar 1o ENColUrage
national and foreign private-sector
investment will certainly produce
changes in this ratio, whether as a
result of privatizations or as a result of
strategic partnerships that the state
enterprises are establishing with for-
eign companies and national privale
companies. According to data
obtained by OLADE from ite member
countries, it is expected that, over the

9
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next few vears (1997-2000), the share
of private-sector capital in the
region’s il industry will be about
36.5%, amounting to LJSS11 billion
per year [see Tahle ).

Conditions for private-
sector investment

Facls indicate that there is an excel-
lent outlook for private and foreign
investment in the upstream segment
of the oil sector of Latin

contributed to the success of the
bidding process that were
announced.

Changes in the regional oil
sector

In the present decade, important
legal reforms have been pramoted
in the majority of the countries of
Latin America. These reforms have
been most extensive in the follow-

Latin American Energy Organization = OLADE

be mentioned, however, that
Mexico has liberalized its natural
gas industry, secondary petrochemi-
cal activities, and cantracting of
specialized oil drilling and reservair
development services, by means of
in-kind payments.

The common aspects of the above-
mentioned reforms are tied to the
establishment of a free-market
approach and adaptation to macro-
economic adjustment conditions:

America and the Caribbean.
The following conditions
are being sought by these
investors: existence of
reserves, guarantess that
there will be no expropria-
tions, political stability, suit-

OLADE's role

As the preeminent government forum for the
energy sector of Latin America and the
Caribbean, OLADE is responsible for

reviewing the reforms promoted by the

the reduction of fiscal pres-
sures, putting the finances of
public enterprises on a sound
footing, price adjustments, and
the elimination of subsidies.

From the structural viewpoint,
refarms of the legal system in

able legal and resulatory
framewarks, compliance
with international standards
in contracts and arbitration,
the definition of the maxi-
mum exploifation rate
[MER) aimed al, on the one
hand, preserving, oil
deposits and helping to
maximize their production
and, on the other hand, per-
mitting an adeguate return
o investmients,

The availability of discoy-
ered oil, although desirable,
COes not represent a neces-
sary candition for invest-
ment. In Venezuela, for
example, the shared earn-
ings scheme that was adopi-
ed instead of the shared pro-
duction scheme, preferred
by international companies,

has not prevented them from mas-
sively participating in international

States, examining the legal and regulatory
framewarks they have established, and
making available to the member countries
the experiences in the region.

In addition, the Organization conducts
forecasting studies on oil and natural gas, as
well as technical studies that can be used by
the member countries as references in the
different stages of the il and gas production
chain.

The growing participation of private
initiatives in the region's energy sector is
confirming its role as a new important plaver
in the sector. The groundwork for its
incorporation into OLADE's activities is
being laid by the implementation of joint
projects, business meetings, and events that
facilitate its contact and inter-relation with
the governments of the region's countries,

the oil sector depend on the
foallona ing aspects:

» Changes in the contracting
scheme for oil exploration
and production (upstream).

= Lifting the barriers to partici-
pation in oil ransport, refin-
ing, and marketing idown-
strexarm).

* Modernization of public
enterprises and formulation
of new company strategics
for adaptation (o the new
imternational economic sce-
naric.

In addition, the options adopt-
ed by the countries regarding

the exlent of the Stale's control
in oil activities extend from the

ing seven countries: Areenting,
Balivia, Brazil, Colombia, Ecuador,

maintenance af public monop-
olies with strategic partnerships
{Brazil, Chile, Mexico, and

hidding processes. In addition,
these companies have paid US$2
billion merely for bonds aimed at
reserving areas in the hidding
rouncs for oil and gas explaration
areas. There is no doubt thal this
country has an extremely high oil
potential, which of course partially

Peru, and Venezuela,

The only country that has not
changed its oil laws is Mexica,
which according to the provisions
ol its Constitution of 1917, placed
oil and gas production exclusively
in the hands of the State. 1t should

Organi zaci 6n Lati noaneri cana de Eneraqia

Venezuela) and the intense promo-
tion of private investment although
keeping a predominantly public
structure (Colombia and Ecuador) to
the privatization of industry under
different schermes {Argentina,
Bolivia, and Peru).
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Minimum

requirements:

486 micro-
processor,

16 MB of RAM
memory,

100 MB free disk
space, speed 66
MHz, VGA color
monitor, mouse,
Windows 3.1,
and DOS 5.0

Pes

OLADE - BID

Power system generation and
interconnection planning model for use by
public, private utilities and investors

Modules:
e Demand
e Hydrology
* Planning under uncertainty
e Hydrothermal dispatch
e Thermal
e Financial
e Environmental

User-friendly with graphic interface in
Windows environment

To become a user of the SURER or to
obtain further information
please contact the Permanent Secretariat of OLADE:
Department of Planning and Energy Projects

OLADE Bldg.
Occidental Av,
San Carlos Sector

P.O. Box 17-11-6413

Quito, Ecuador
Phones: (593-2) 539-675/598-280/598-122
Fax: 593-2-539684
E-mail: olade1@olade.org.ec
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The good citizen company

Today, what is being observed in the
large oil corporations is a greater
concern for environmental issucs
and a greater commitment to the
individuals and communities that
are affected by their activities,

The breakthroughs made by the oil
and natural gas industry in using
technigues and procedures to pro-
duce these resources with a lesser
environmental impact allow us to
cxpect that, unless another hetter
and cheaper fuel is developed,
hydrocarbons will continue to be
the mast important fuel for the com-
ing century and that oil companies
will cantinue to play a leading role
in the energy sector.

MNovertheless, there will be a broard-
er participation of the oil companies
in the social and cultural life of the
communities where they operate,
whether by means of sponsorship
schemes or by means of participa-
tion in social develapment schemes.
The marketing itself of these compa-
nics increasingly reflects the fact
that their activities are nat isolated
fram the social enviranment in
which they evalve but are an inte-
aral part of the daily activities of cit-
izens and society. w

Edited version of the presentation
macle at the National Advanced
Studies Institute of Ecuador (IAEN)
on July 7, 1997,

Y

Luiz &, M. da Fanseca, Executive
Secretary of QLADE

#* Carlos laramillo, QOLADE
Consultant in Hydrocarbons

Latin American Energy Crrganization = OLADE
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UPDATE ON THE REGION'S ENERGY SECTOR
State monopolies with strategic partnerships

In Brazil, the Maticnal Congress has just ratified new oil legislation
providing that PETROBRAS will cantinue 1o be a state-owned
enterprise with rights over production areas thal have already been
identified and permitting the establishment of sirategic partnerships
that can fluctuate hetween 1% and 100%: share in selecled areas.
Faor new areas, the State will conduct bidding processes.

In Chile, although the company ENAP continues to control upstream
activities, international prices govern the market and therefore the
upstream seclor ilself.

In Mexico, as a result of provisions of the Constitution of 1917, there
is a state monapoly of upstream activities but in arder o modernize
PEMEX, the Government decreed measures that permit private-sector
investrment in the transport and distribution of natural gas and in
secondary petrochemical activities,

In Venezuela, only upstream activities have been liberalized to admit
private-sectar investment. In downstream activities steategic alliances
in the American and European markets have been forged.

Predominance of the Stafe with greater
promaofion of private-sector investment

Colombia and Ccuador have privatized their state enterprises but seek
to expand private-sector participation using different contracting
schemes, with partnership contracts in Colombia and participation
cantracts in Ecuador,

Privatization of indusry

In Argentina, the privatization scheme of YPF [1993) has determined
that the State contrals about 20% of the shares (golden sharel. The
remaining shares are broken down as follows: 45% on international
stock markets in highly disseminated packages: 13% in pension
funds; 12% in the provinces of the Nation: and 10% for oil
emplovess,

In Balivia, production and transport stages have been capitalized and
the same scheme will be applied to the market infrastructure,

In Peru, the various units of PETROPERU have been sold using
international bidding processes. The major fields of production have
already been privatized and a licensing contract has been subscribed,
praviding for the free availability of the oil that is extracted. 60% of
the La Pampilla Refinery, the largest in the country (Maohil Qil,
REPSOL, and YPF), has been privatized.,

13
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GUATEMALA:
AN OPEN WINDOW FOR

INVESTMENT

natural wealth, and
e, which is why it
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By the end of 19497, however, it is
expected that production will have
reacherd 30,000 harrels per day,

In Guatemala, there are two oil
hasins: the Chapayal Basin, which
runs through the northern zone of the
country, and the Paso Caballos Basin,
which runs through the southern part,
Both hold an abundance of oil

Meserves.,

A climate of peace in a
oreen world

The Ministry of Energy and Mines of
Gralemala, whose Minister, Mr.,
Leanel Lopez Radas, is also
Chairman of OLADE for 1997, isin
charge of energy policies and is the
principal driving force behind
environmental conservation,
enforcing respect for the tlora and
fauna of the country’s ditferent oil
exploration and production areas,

Because of this, the Ministry works
jointhy with the National
Frovironmenlal Council (C0NAMA)
and the Nalional Council for
Protected Areas (CONAPL

Confidence has led to
further contracts

There are currently 23 oil production
contracts, which are located for the
mast parl in the narthern part of
Guatemala,

An extensive cil transporl
infrastructure has been built in
Guaternald. Recently, a 125-
kilometar oil pipeline was completed
at an approximale investment of
LISE30 million; a pumping station,
costing aboul US$2 million, was also
instatled.

£n the basis of the current contracls,
for 1998 an investment of LS$E126
rillicn is expected in the different il
fields.

The companies partticipating in oil
exploration and production are fully
canfident in this invesiment. As a
resull, live new companies were
included in the list of contracts.

Companies that trust in
Guatemala

s Norcen Energy Resources Limited
- Basic Resaurces International

e Triton Gualemala S.A

s Petrdlen v Gas Ramrod

*  Enterprise Development
Corporation - Underwaler
lvestment

e Compafifa General de
Combaustibles

= Rankin Besources Inc.

e Ol Technology Services

s Compania Petrolera del Atldntico

Free marketing of fuel

The marketing of fuels {gasaline,

diesel, liguefied petroleam gas, jel

Guatemala’s oil history

The history of oil activities in Guatermnala, including the thirties, can be

divided into four distinct periods:

1. First vears of oil exploration

2 Well drilling

3. New laws governing oil activities
4. Upsurge of oil industry activities

DG 8
1958 - 1974
1975 - 1990
1990 - 1997

Latin American Energy Organization » OLADE

fuel, kerosene, bunker) has been
liheralized by Government
Agrecment 99-96 and by
modifications of hydrocarbons
reculations.

Daomestic consumption of fuel
amounts to 45,000 bharrels per day, of
which 40% are refined in the counlry
by the private refineries Norcen Basic
and Texas Petreleum, and the
remaining HO% of the products are
imported from the United States,
Venezuela, Mexico, and Ecuador,

Gualemala has 625 service stations,
33% of which are located in the
capital city, The companies
impaorting clean products are; Esso,
Shell, Texaco, Quinta Compaiiia,
Ligguisa, Alka Wenker, Enron, Sidegua,
Cas del Pacilico, Gas Metropolitano,
Guategas, Hidrogas, Gas Nacional,
Tropipgas, and Texas Petroleum,

Promoting modernization
of the electric power sector

In Guatemala, the electric power
sector was modernized after
ratification of the General Electricity
Act (Decree 93-96), which opened up
sector investment apportunitics for
nalional and loreign entreprenaurs in
power peneration, distribution, and
marketing.

At present, the daily demand being
handlaed amounts to about 800 MW,
which is largely generated by the
Mational Flectrification Institute
(INDE) and private generators thal
have invested power production
using hydro, thermal, wind, solar, and
sugar cane bagasse resources.

With the General Electricily Acl, the
ohjectives of free compelition and
free markets in electric pover
activities will have been achieved,
and monopolies will be avoided with
the breakup of state enterprises.

15

Organi zaci 6n Lati noaneri cana de Eneraqia



Spotlight

Lake Acil

The policies of the Government :
led to substantial i 5 ir inha f Gua whereas the plants
i i and Los

velrog ian of : : ing coal, are parlici
v, located in the northern part 0 i . There are
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I Ciuatemala.

power generation projects using
natural gas as feedstock, which help
o lorwer costs and provide customers
with more economical tariffs.

Electric power demand
characteristics

Cheer the last 10 vears, electricity
consumption in Guatemala grew at
an average rate of 8.5% per vear,
fluctuating in keeping with the
country's economic activities, the
population’s growth, and the number

of users connected to the grid. Peak
power demand grew on average by

about 8% per yvear, which reflects an
improvement in the load factor.

The average load lasts for about nine
hours, from 8:00 to 17:00, with a
magnitude of 1.1 of average power
capacity. There is a low load for the
remaining 11 hours, which is about
(0,75 of average power capacity,

Restructuring and
modernization help to
avoid rationing

The authorities of the electric power
sector are coordinating their wark to
restruciure and modermize bolth
institutions in order o provide better
service to the Guatemalans,

Since 1996, Cuatemalans have not
experienced any rationing of electr-
city, due to the sound management of
resource demand and optimizalion.

Legal guarantees for
investments in Guatemala

Guatemala is a free, independent,
and sovercign State, whase Political
Constitution contains various basic
principles ensuring the development
of the country’s economic activitics.

In addition, the General Electricity
Act provides a framewaork exclusively
for electric power activities, without
any prior authorization or condition
lw the State, other than those
recognized by the Constitution,

This Act establishes the National
Electrical Energy Commission in arder
to muarantee compliance with the
General Electricity Act, define contro-
versies hetween sector plavers, and
determine lransmission and distribu-
tion rates subject to the pertinent
regulations.

The Act also provides regulation for
the operations of a bulk market,

Latin Amearican Energy Organization = OLADE

where all of the power generation,
distributian, transport, and marketing
players will be able to participate,
thus eliminating the monopaolies of
INDIE and EEGSA.

Privatization uf‘puwer
generation plants

In August 1997, an event of the
utmaost imporance for the country
anc the government ook place, when
lwo power generation plants were
privatized: La Laguna located 40
kilometers from Guatemala City; and
Stewart & Stevenson, in the southern
part of the country, owned by the
power utility of Guatemala EEGSA.

As a result of this sale, USE 30 million
were oblained, in addition to power
supply to EEGSA over an 1 8-year
period at an average price af 5.3 U5
cents per kilowall=hour,

The bidding process was conducted
with the greatest transparency. About
15 international companies parlici-
pated and only & qualified and
submitted lenders an the day of the
sale, The winner of the bidding was
the Canadian company Guaternalan
Generating Group - Constellation
Power Development, Inc.

Tapping geothermal energy
for power generation

In Guatemala, a series of studies have
been conducted to generate electri-
city using geothermal encryy, al-
though no project has as yvet material-
e, There are advanced feasibility
studies, as well as prefeasibility
studies available, among which:

«  Amatitlan Geothermal Beservair.

= Zunil Il Geothermal Reservair, in
Duetzaltenango.

s Jecuamburro Geothermal
Reservalir, in Santa Rosa.

e San Marcos Geothermal Beservair,
in San dMarcos,

17
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Spotlight

The pinister of Encrey and Mines of Guatemals, M, Leonel Lapes

Radas, has promoted legal and structural referms wor LNty

energy sector as parl of @ wide-ranging maodernization plan.

Business Opportunities in Hydropower
Generation in Guatemala

‘Fnre'ig;n andl national investors have the opportunity 1o
conduct husiness in the area of hydropower generation
in the following projects:

Chulac Hydropower Station

Lowated 280 kilometers (o the north of Guatemala City, it
uses the waters of the Cahabdn River in the Duloe River
Easin on the Caribbean sea versant, It involves two dams,
160 meters and 130 meters high and 965 and 920 meters
fong, respectively, with two powerhouses, to generate 440
and 340 megawatts, respectively.

Serchil Hydropower Station
Located at 250 kilometers to the northeast of Guatemala
City, it uses the waters of the Chixoy River in the

18

Lisumacinta River Basin an the Gull of Mexico versant, I

consisls of a dam 140 meters high and 415 meters lo

The powerhouse has three Jd5-mesawatl lurbines for a total
installed capacity of 135 megawatts

Xalald Hydrapower Stations

Located at 260 Kilometers to the north of Guatemala Ciey, 1l
uses the waters of the Chixoy River in the Usumacinta
River Basin on the Gulf of Mexico versant. 1| consists of a
dam 497 meters high and 280 meters long, The
powerhnuse, with ifs three wirbines, will be senerating a

¥

tatal of 230 megawills.

Camotin Hydropower Project
Located at 180 kilometers to the northeast of Guatemala
Cityw, it uses the waters of the Grande de Zacapa River in
the Maotagua River Basin on the Caribbean Sea versant, It

has a dam 82 meters high and 470 melers long, with o

powerhouse with two turbines to generate 59 megawatts.

Oregano Hydropower Project
Located at 150 kilometers to the northeast of Guaternala
City, it uses the waters of the Grande de Zacapa River in
the tMotagua Biver Basin on the Caribbean sea versant, [t
imvolves a dam 115 meters high and 290 meters long, with
a powerhouse with two turbines 10 generate a otal of 69

Mg avvalls,

Santa Maria 1l Hydropower Project

Located at 190 kilometers to the west of Guatemala City, it
uses the waters of the Samald River in the Samala River
Basin on the Pacific Ovean versant. The project has a
reservoir to genarate G0 megawaltls,

El Palmar | Hydropower Project

Located at 190 kilometers to the west of Guaternala Cily, it
uses the waters of the Samald River on the Pacific Ocean
versant and will generate 23 megawatts, for & total of 123
Cwwh per vear,

Champey Hydropower Project

Located at 280 kilometers to the north of Guatemala City, it
uses the waters of the Cahabdn River in the Dulce River
Basin on the Caribbean sea versant. 1t has @ dam 14
meters high and a crown length of 34 meters, with a
powerhouse with bwo turbines to generate 602 megawiitts
af, alternatively, 54,8 mesawatts,

El Guavaho Hydropower Project

Located at 110 kilomelars to the northeast of Guatemala
City, it uses the waters of the Motagua River on the
Caribbean Sea versant. It has a dam 65 meters high and 2
crowen lenglh of 395 meters, with a powerhouse with two
turbines to generate a lotal of 74 megawatts. G}.
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Advertisement

In Guatemala the oil industry is moving ahead,
and the Ministry of Energy and Mines is
preparing 11 preliminary areas for bidding in
1997-1998.

These areas are located in the northern part
of Guatemala, in the Department of Petén,
where the largest production of oil is

currently located.

The date for opening the bidding process is
scheduled for the first days of
November1997 and the deadline is set for
April 1998.

All the information on the areas, well
reports, seismic reconnaissance, and
geology for Guatemala is available from
the General Directorate of
Hydrocarbons of the Ministry of Energy
and Mines.

Please contact the Director General of
Hydrocarbons, Francisco Arévalo,
and Carlos Mazariegos, Advisor.

Phones: (502) 476-2044, 476-3091,

477-0743 to 5, and 477-0901 to 3.

Address: Diagonal 17, 29-78, zona 11,
Guatemala, Central America
E-mail: unimem1@pronet.net.gt.

PRELIMINARY AREAS FOR BIDDING IN 1997
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an integral parl of macroeconamic
palicy, with higher obijectives involv-
ing increased productivity, improve]
accessihility, and environmental
impact mitigation.

More recenthy, OLADE has been in-
volved in the implementation of con-
crete programs, ranging from studies
loy demonstration, with the OLADE-
European Commission (ECH PIER
Project on Demand-Sicde Managemen?
in the Central American Isthmus, In
this project, it was demonstraled that
only OLADE, as the region’s preemi-
nent energy organization with an
overview of the energy sector and no
specific slakes in any of the subsec-
tors, is able to establish plans of ac-
tion with a comprehensive approach,
incusing on the rational use of all
resquFces, proposing fuel substitution,
for example. In addition, on the basis
of a detailed cost-benefit analysis for
each one of the players of the electric
power subsector, the ahove-men-
tioned project has managed to select
programs that provide benefits tar
each one of the parlicipants and earn-
ings tor those that are making invest-
ments.

The success of the energy efficiency
project of Central America has been
recopnized by the Curopean Commis-
sicon, which has extended funding in
order to waork in the three countries of
the isthmus that had not been includ-
ed in the first phase. The project’s
tangible results, however, are not the
only results, Probably the most in-
portant achievemant, one that should
be highlighted, is OLADE's approach
to the project’s implementation, The
wark of the project was conducted by
the staff of the power utilities of the
coumtries. The Latin American and
Curopean consultants provided tech-
nical assistance 1o support local coun-
terparts, thus ensuring that the experi-
ence was broadly shared between the
power utilities and OLADE and that
the project’s short-term objective was
achieved: develop national and re-
gional engineering capabilities in this
area, Only hands-an experience in

Latin American Energy Organization » OLADE

Advertising campaign 1o promole he elfficient use of enery,

project implementation is able to en-
sure raining in a determined activity,

I addition, the European Commis-
sion, in March 1997, undertook a
mission 1o identily thres countries
from the Andean Croup for a project
on demand-side management with
OLADE, taking advantage of the expe-
rience acguired in Central America.

Experience developed and
results obtained

The electric power subsector only
uses a fraction of the primary energy
i all the member countrics of
OLADE; this means thal the improve-
ments in efficiency that can be intro-
duced in this subsector apparently do
not have the importance they deserve,
MNevertheless, the subsector is a dri-
ving force behind energy efficiency

Organi zaci 6n Lati noaneri cana de Eneraqia

due to its widespread presence in the
enlire populalion, especially at the
decision-making level, Education and
training activities slarled by the elec-
Lric power subsectar can easily be
extenderd to other energy subsectors,
Because of that, electric power sub-
sector programs should not be mea-
sured solely in terms of the savings
that can be achieved in the subsector
itself but rather for their true value of
exlension o the rest of the enerpy
seCior.

In its first phase, the OLADEEC
Project Demand-Side Management in
the Central American Isthmus was
implemented to alxtain a subregional
assessment of the electric power svs.
terms of the lsthmus, The second
phase developed long-term plans and
started the implementation of the pro-
grams thal were given priority in
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Eneray elficiency

“...our most sincere appreciation to the European
Commission (EC) and the Latin American Energy
Organization (OLADE) for the funding and support we

received during the Project’s implementation...”

National Power and Light Company,
San José, Costa Rica

1

Costa Rica, El Salvadaor, and
Micaragua.

The plans were developed an the
hasis of a delailed study of loac char-
aclerization, which was appropriately
researched by means of surveys and
lezdd curve measurements to deter-

mine the participation of end-wses in
energy consumption and in peak
demand of the power system. The
information chtained helped to easily
identity the best oppartunitics for
energy conservation and demand
management.

Full information package:

&
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T80 countries and 30 world regions
o P B different energy products
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The programs initially proposed are
analyzed by quantifying the costs and
benefits for each one of 1he subsac-
tor's players: customers whao partici-
pate in the efficicncy program, cus-
tomers who do not participate, elec-
tric power distribution utilities, power
generation utilities, and the society as
a whole. This analysis, which is con-
ducted by a computerized model,
enables different conditions, equip-
menl, and possible evolutions to be
checked in order to determine the
maost suitable mathodology for their
implementation. The constraint that
was imposed to select the programs
was that nane of the plavers be ad-
versely affected, that is, the results of
the analysis will prioritize the pro-
grams that will become part of the
[plan.

Checking the profitability of the ener-
oy efficiency programs {or the power
utilities helps to supporl the inlerestin
these programs, regaridless of the
orwenership scheme of the ulilities,
whelher public or private.

After determining the most suitable
form of combining the selected and
oricritized programs Lo shape a plan,
taking inlo consideration thal success
depends on a series ol lactors that are
oulzide the normal sphere of action ol
the power utilities, such as the inte-
gration af suppliers of efficient equip-
ment, educating children, training
technicians, legislation and standard-
ization that contributes to overcoming
current barriers, information 1o the
cormmunily, lechnical assistance to
customers, financial assistance,
among others, it has been concluded
that the experience presented hy
EPRIT regarding the DSM programs
that were implemented in the United
States should be taken inlo account
for our case. In other words, a com-
prehensive plan that focuses not only
an the implementation of programs
but also o actions in the environ-
ment aimed at each one af the above-
mentioned aspects is most likely to
succee.



There are many energy eificiency options

A comprehensive plan cannot be
impiemented sclely by the power util
ity itself, It requires the inlervention
of policymaking institutions and the
other energy sector plavers, OLADE's
relations with energy sector institu-
tions have facilitaled involving in the
project’s local counterparts, the ener-
gy ministries, the regulatory agencies
of the electric power subsector, and
the power generation ulilities, thus
supporting the distribution utility that
was the project’s direct implementing
institution.  Each instilution con-
lributed something to the project and,
in turn, had something te benefit from
the project,

The Latin American experts of
OLADE, thanks to funding from the
Furopean Commission, brought the
expericnce of some of the countries of
South America and provided techni-
cal assistance. In other words, the
technical stall of the power utilities of
the isthimus was in charge of imple-
menting the project. The European
consultants plaved a very impartant

role in employing experts in each one
of the specific activities Thal were
entrusted to them, thus using 1he
experience of the countries of the
Furopean Unien in local implementa-
tion, without neglecting the specific
characteristics of the cities whore the
project was carried out,

The plan that was developed envis-
ages 10 vears of implementation with
a growing penetration of the programs
that were propased and, of course, an
increasingly larger volume of opera-
tions in each program. On the basis
of the above, the estimates of Lhe
results Lo be obtained from the plan
by the tenth year of implementation
far cach one of the three first caun-
tries of the isthmus are as follows: in
San José, Costa Rica, 250 GWh in
energy savings and 10T MW of peal
demand displaced, with an invest-
ment of USS24 million and net bene-
fits of LUSS230 million for the power
sector; in Managua, Nicaragua, 66
CWHh in energy savings and 20 MW
of peak demand displaced, with an
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investment of USS4 million and nal
benefits of USS39 million for the
power seclor; and in San Salvador, £l
Sabvaclor, 92 CWh in energy savings
and 38 MW of peak demand dis-
placed, with an investment of U559
million and net benefits of 1S$177
million for the power sector.

The last activity planned by the pro-
ject consists of the initial application
of low-cost measures, Since he
implementation involves a long-term
comprehensive plan and project funds
are limited, it was necessary to estab.
lish a fimited scope that would serve
te start up these activitics.

The selected area should comply with
several criteria thal would test the
worle in terms of its environment,
Thus, support of community arganiza-
livns and the effectivencss of their
previous activities were a determining
laclor to select the sector, As a resulr,
ihe dissemination of the plan and
information on the programs being
mace available o the customers of
the power utilities was supporled by
community leaders, who received
detailed explanations and attender a
previous discussion session in order o
have their queries answered. This ac-
Hvity involves difficulties, because, for
the power ulilities, approaching their
customers 1o explain to them energy
savings possibilities was a completely
new activity, This is an area where
much needs to be learned. Fortunate-
ly, the message that was being trans-
milted aroused the interest of the cus-
tomers.

Current outlook

The experience that has heen
acquired is being disseminated, and
thus Phase N of the PIER Project is
beginning activities in Guatemala
City, Guatemala; San Pedro Sula,
Honduras, and Panama City, Panama.
The objectives have nol chanued with
respect to the previous nhase; anly
the results that are obtained should
muadify the project’s implementation,
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cspecially with respect to the alloca-
tion of time.

In orcder to extend the initial imple-
mentation period, the project’s new
phase expects o star implemenlation
starting with Lhe first vear of imple-
mentation. Therefore, the programs
that were developed in the previous
phase and proved 1o be profitable for
the end-uses common to all the coun-
tries of Central America will be adopt-
ed, with attempts to reach the house-
hold sector, which is the most difficult
sector due to the large number of cus-
tomers involved and the dissernina-
lior effort that is necded. In addition,
the energy audits that have been con-
ducted with support from European
consultants will also begin during the
first vear, in order to have a sufficient
margin of time to insist on the imple-
mentation of the recommendations
that were made and to adequately
measure he impacts.

But OLADES enerpy-efficiency activi-
Lies are not only focusing on Central
America. Many yoars ago steps were
laken to obtain funding for a demand-
side management program in the
electric power sector of the Andean
Group. The European Commission,
in tarch 1997, conducted its first

mission 1o idenlily those power ulili-
ties inlerested in this topic o deter-
mine lunding that would permit the
selection of three power ulilities and
work with them in a project similar to
the one implemented in the Central
American Isthmus, There are various

power utilities inlerested inimple-
menting the project, and the European
Commission will have o select them
taking into account various crileria.

In this case, the power wlilities of the
subregion display different degrees of
development in this area and different
approaches will have to be used for
each one of them. Another important
factor 1o be taken into account in the
nesw phases of the project involves
restructuring the power seclor, which
has progressed in different degrees in
the countries where the project will
he implementad.

Finally, the current development of
enerpy-efficiency activities in the
nower sector is defined by the rastruc
turing that various member countries
have undertaken. There is a change
of mentality to arient the utilities
towards profitability and earnings for
their sharehelders. The activities that
DLADE has been develaping in this
arca are hased on two concepts that

Conclusions

continue to be valid despite the sec-
tor's structural modifications and the
change of ownership of the utilities.
The first concept consisks of defining
programs that benefit all the plavers,
wilh a sufficient return on the invest-
ments made, and improving the net
benelits for the power utilities, The
second is the definition of a compre-
hensive plan thal ensures the partici-
pation of all the energy inslitutions Lo
overcome barriers and create a suil-
able environment for efficiency. Both
concepts remain valid even within a
scheme of free access in the power
sector and may involve a different
approach to customers by the power
utility in order to offer efficiency activ-
ilies as additional services within a
compelilive lramework among utili-
ties supplying electricily, w

* OLADE Consultant, in charge of
the OLADE-EC PIER Project

MNotes

1. Rabl, Veronica and Gellings, Clark,
“Demand-Side Management in the
LLS.AL A Situation Analysis,”
1992 Infornational Efficicnoy and
LM Conforence, Taranto,
Canada, October 1992,

The energy efficiency project in the power sector that ctors managed by smaller and, in some cases, spe-
JLADE is carrying out in the Central American cialized groups.
Isthmus has demonstrated that the results of actions in

this subsector should be measured in terms of the
xert on the entire energy sector, not
merely the conservation of primary energy that they

influence they

can generate for the subsector. The activ

s being

Undoubtedly, the most satisfactory experience for
OLADE and the European Commission is

the staff of the power utilities of the isthmus are con-
tinuing the programs that were part of the plan devel-
oped in the OLADE-EC Project on the basis of the

promoted by the power utilities generally reach the

country’'s leaders and executive decision makers, who
inside their own homes receive awareness raising and
information on electricity s
is paved to extend efficiency activities to other sub-

ng. As a result, the way

24

experience achieved by the project and that the inter-
est displayed when implementing the plan’s programs
has reached high-ranking executives of the utilities, as
indicated by the decisive support that they are provid-

ing.
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Colombia: oil honds on the
market

The Colombia state oil
company, Empresa
Colombiana de Petraleo
(ECOPETROLY), will be
issuing bonds an the
domestic market in the
amount of US$300 million in
September and October
1997, In early 1998, it will
also be placing securities on
international markets in the
amount of US$240 million.

48% of the Bogota power
utility is sold
Private-sector companies of
Chile and Spain purchased
48% of the power utility of
Bogota, Empresa de Energia
de Bogotd. The authorities
of the utility company
designec a plan for covering
its US$1.5 billion debt by
auctioning off its shares.
The auction was far more
successiul than expected:
the base price determined
for the 48% shareholding
was set at USE890 million
but by the end of the
auction, which took place in
mid-September, the
company had received
Us§2.178.000.,000.

Brazil's new energy frontier
is the hottom of the sea
The Brazilian state oil
company Petroleo Brasileiro
S.A. (PETROBRAS) has just
broken one of the most
important oil industry
records. The company's

Marlim Sul 38 well has set a
record producing 7.000
barrels per day at a depth of
1,709 meters. A large part of
Brazil's energy solution can
be found at the bottom of the
sea; studies have confirmed
that mare than 70% of its sea
reserves are located at depths
of mare than 400 meters.

B

Mexico expands refinery
The state oil company of
Mexico Petroleos de México
(PEMEX], extended to
October 10, 1987 the
deadline for submitting hids
aimed at enlarging the
CADEREYTA Refinery. The
expansion project of this
industrial center located In
northern Mexico requires
an investment of

US$1 157.000.000.

——

Mobil's new plans in
Venezuela

Maobil has appointed Joel
Maness President of its
Venezuelan subsidiary,
Mobil de Venezuela C.A.,
with his responsibilities
covering exploration,
production, and marketing
activities. The company
said the appointment
formed part of its long-term
strategy to create a solid

and integrated
organizational structure for

Organi zaci 6n Lati noaneri cana de Eneraqia

the management of
production and marketing
projects in Venezuela. Mobil
is planning an investing
some U33 billion in
Venezuela over the next five
years in several upstream
and downstream projects,
under the so-called oil
opening policy of the state
oil corporation Petroleos de
Venezuela S.A. [PDVSA),
which opens the door to
private oil investment.

Barbados: oil and gas
exploration projects
Barbados has entered into
an upstream joint venture
with a U.S. oif company,
Waggoner Exploration Inc.,
o boost onshore production
of oil and gas. Barbados's
reserves of oil and gas are
presently estimated at 2.4
million bbis and 7.0 hillion
cubic feet. respectively. The
company will invest
approximately US$50.0
million in capital and
technology over the 25-year
period of the contract. Itis
expected that production of
ol will increase from 1,000
bbls/day to 10,000 bbis/day
and gas from 2.3 million to
15.0 million cubic feet daily.
in addition, Barbados has
recently granted a
concession license to
another U.S. company,
Continental Oil Company, to
explare for, develop and
produce oil and gas from its
entire Exclusive Economic
Zone.
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Argentine-Brazilian
cooperation

The firm Capex of Argentina
signed a contract with the
Brazilian firm El Paso
Energia Amazonas to build
a power generation plant in
Manaos for US5100
million. The energy
produced will be supplied
through ELETRONORTE, a
power utility of Brazil.

Chile: sale of shares

29% of the shares of the
Chilean electric power
utility company ENERSIS
will be bought by the
Spanish company ENDESA
for about US531.5 billion.
ENERSIS, which holds
assets of US$10.5 billion,
controls a large part of the
power sector of Chile and
power utilities in Argentina,
Brazil, Colombia, and Peru.

=

Partnership agreements
hetween Brazil and Uruguay
The President of the
Brazilian state oil company
Petroleo Brasileiro S.A.
(PETROBRAS), Joel
Mendes Rennd, and the
President of the Board of
Directors of Uruguay's
Mational Fuel, Alcohol, and

Portland Administration
(ANCAP) signed in Brazil,
on August 25, four
partnership agreaments to
extend the gas pipeline of
southern Brazil to Porto
Alegre, to install various oil
and lubricant
manufacturing plants in
Uruguay, and to examine
the possibility of using
ANCAP's installed capacity
to refine oil products aimed
at supplying the State of
Rio Grande del Sur.

Cooperation between Chile
and Colombia

The Chilean power utility
company CHILGENER,
which is a power generator,
will be building a 650-MW
thermal plant in the region
af Magdalena in Colombia.
The works of
TERMOBERRIOS will begin
in 1998 with a US$400
million investment.

7ot |

Reforms are heing planned
for the energy sector of
Nicaragua

The Nicaraguan Energy
Institute (INE), as the
regulatory and planning
entity of the energy sector,
submitted to the executive
branch various draft bills in
order to increase and

Latin American Energy Oraanzation OLADE

enhance the quality and
reliability of energy supply
and to promote private-
sector investment in
electric power generation
and distribution. These
draft bills are on the agenda
tor analysis and discussion
by the plenary sessions of
the country's legislature,
and it is expected that they
will be approved by the end
of 1997. The bills are:
« Electric Power Industry
Law.
s (il Exploration and
Praduction Law.
* Hydrocarbons Supply
Law.
« QOrganizational Law of
the Nicaraguan Energy
Institute

Peru will he huilding a 500-
kilometer gas pipeline

A consartium comprised of
the U.S. company Bechtel,
the Brazilian company
Odebrecht, and the
Peruvian company Cosapi
was awarded the contract
to design the construction
ot the gas pipeline that will
join the gas reservoirs of
Camisea to Lima. The
construction of the 500-
kilometer gas line will cost
ahout USH2 hillion.
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New Hydrocarbons Law of Paraguay is
aimed at attracting private-sector
investment

The new Hydrocarbons Law of Paraguay
provides that the State has exclusive
domain over those assets identified as
hydrocarbons resources, which are
deemed to be inalienable, untransferable,
and imprescriptible, as defined by the
current National Constitution.

The government's philosaphy behind this
law is aimed at attracting private-sector
investment by reducing capital risk and
ensuring a higher and faster return.

Amaong the most relavant aspects of the
new Law, the following should be
emphasized:

= Permits for oil and gas prospecting
and concessions for exploration and
production are granted by the State to
physical or legal persons, whether
national or foreign, private or public,
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case of prospecting, the maximum
limit is 2.4 million hectares, which is
then reduced to a maximum of
800,000 hectares in the exploration
phase. When the concession holder
decides to start up the production
phase, the maximum area selected
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can cover up to 50% of the
exploration area.

« Duration: The prospecting phase is

for one year, with the possibility of
extending it for one additional year.
For the exploratory phase, the time
granted for the concession is 25
years, and the possible extension is
up to five additional years.

The new Law is proposing a special tax
regime for the oil companies, which can
be summarized as follows:

« Prospecting and exploration are
exempt from all municipal, district,
and/or federal taxes.

» [During production, the income tax
rate is 30% on the year's net
earnings. Moreover, the remittance of
earnings or dividends abroad will not
be subject to taxation.

» |n addition, a tax-free amount,
equivalent to 15% of the gross value
of marketed oil and gas production,
will be deducted from the income tax,
for depletion purposes, up to a ceiling
of 50% of net earnings.
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