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Technology

Background

‘On occasion of the Summit of the Ame_ri:;as;;hel_‘d;
in Miami in December 1992, 34 countries
committed to adopting orientations to facilitate
the use of sustainable energy processes. In
 October 1995, within the framework of the First
Hemispheric Meeting of Energy Ministers
working groups were set up to ensurg
following outcomes:

#1 Increase investment in the herpisphere’s ene
sector 4
#2 Promote clean energy tet
power markets in the fiel
#3 Advance regulatgry
hemisphere
#4 Regional oil iniegration
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Promoting

Clean Technologiers in
the Hemisphere's
Electric Power
Markets

menls o increase industrialization
: conditions of the
tricityio households

k projects and creating a data base fo
“hemisphere’s electric power subsector. PR s gl )
= _ e : sources. It is expected t wil
Report on the present situation and prospects s
nere.
Renewable energy sources (biomass, seothermal

continue to develop throughout the hemis

The electric power sectors of the hemisphere in
general display a high correlation between the
demand for energy and economic growth rates,
steady growth of per capita electricity
consumption (even during periods when the per

energy, waste, solar, hydraulic, and wind energy)

will  become increasingly important  as

complements to conventional energy sources.

capita income declined) and wider access to
electricity.

The increasingly greater use of electricity as a
source of primary energy comes from the efforts

Between 1995 and 2010, the additional electric
power generation capacilty will be ensured by
means of hydropower (94 GW), fossil fuels (39
GW), nuclear energy (4 GW), and geothermal
energy {2 GW).
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Technological options

There are many technologies for the
clean generation of electricity, some of
which are available commercially and
others that are in different stages of
research and development.

report on the situation and
prospects of the hemispheare’s electric
power secton, including the data base
of the electric power syslems, can be

The
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Report on The situation and
prospecis of The hemispHere’s

eleciric power subsecior

Potential impacrs depending

ON ENERGY CONSUMPTION
forecasts

Forecasting of eleciric power
demand and expansion plan
Institutional, legal, and
REGUIATORY RESTRUCTURING
Fast-tracking clean energy
PROJECTS

Clean energy consumprion and
GENERATION AlTERNATIVES

Including the daiabase of the
hemisphere’s electric power

SYSTEMS
Reguest your copy rom

OLADE'Ss PERMANENT SECRETARIAT

ohtained from OLADEs Permanent
Secretarial;

Phones: (593-2) 598-122 or 5397-9495
Fax: {593-2) 539-684

E-mail: oladel@olade.org.ec

In the report, they are classified as
supplv-side  aptions,  demand-side
aptions, and environmentally clean
aptions. Nuclear options were not
included.
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Price: US$100

Barriers to fast-tracking the use of
clean technologies

As part of the report, a survey was
conducted in 15 countries of the
hemisphere  focusing  on those
elements that they beliove are decisive
for the selection of electric power
generation technologies and the
barriers that must be overcome to use
clean options.



The majority of the countries consulted
consider thal the basic elemants for
decision making in this direction are
the availability and cost of these
resources. The countries that have
private-sector  power  generation
schemes place the selection of
technologies in the hands of private-
sector investors, and therefore the cost
of power generation in this situation
ends up by being the decisive factor.
Halt of the countries include
environmental factors as a decision-
making element.  Almaost all the
countries helieve that technologies that
harness solar and wind energy are not
as vet cost-competitive and their major
drawhback is their financing, which is
why they are generally reserved for
remaote areas,

In peneral, according 1o the survey, the
harriers that have to be overcome are
eronomic {as a result of  the
compititiveness of clean technologies
compared Lo traditional alternatives
and associaled hnancial risk) and
regulatory (as a result of the tariff and
investment  promotion  schemes
currently in force or operating
restrictions). Various countries have
highlighted other barriers such as the
absence of a lavorable national energy
policy, the lack of an invenlory of
nalural resources, or  insulficient
training in the application ol new
technologies,

Anather highly important potential
barrier may be the modernization of
the energy sector i political and
regulatory measures are not applied 1o
create markel conditions thal promaote
and reward investments in clean
energy options.

Fast-track projects

In an effort o promote the further
development  of  clean  energy
technologies, the Meeting of Encrgy
Ministers of the Americas in July 1996
agreed to develop in selected countries,
on a priority basis, at least one project
in the areas of energy elliciency,

Latin American Energy Orgenization » OLADE

1065 2000
YEARS

Final Energy Demand in
Latin America & Carihbean

Oiher & gases
O&iorrass

OCaql

OpMatural gas

B il snd products

BEIginzity

2005 e

renewable energy, conventional clean
energy, and rural electrification.

Within this context, the Working Group
identiticd  wvarious  typical  clean
technology and fast-track projects,
which could serve as a reference for the
remaining countries for the development
ol their rrwen indliatives. The following
table indicates their location and
primary source used,

* MNatural gas - Argentina

* Wind energy - Brazil

* Coal - Brazil

» Biomass - Colombia

¢ Hydroenergy - Gualemala

s Solar energy - Mexico

s Biogas - Mexico

e Wind encrgy - Mexico

o [Hydroenargy - Mexico

» Energy efficiency - Peru

¢ Geothermal energy - SL Vincent

o Orimulsion - Venezuela oil company
Petraleos de Venezuela (PDWVSA)

Data base of the hemisphere’s electric
power system

A database on the electric power
systems of the countries participating
inthe Hemispheric Enerzy Symposium
was completed. The information that
was gathered includes forecasting of

Organi zaci 6n Lati noaneri cana de Eneraqia

electric power consumplion to the
vear 2010, the technical characteristics
and administrative modalities of the
power generation projects considered
in the expansion plans, and the
technologies scheduled for generating
power in rural areas.

Financing

Although some programs promoting
rescarch and development of clean
technologies to produce electricity can
e found in multilateral agencies, the
majority of the financing must come
from the private sector.

Conclusions and recommendations

The reliable  and  competitive
incorporation of clean technologies
into the hemisphera’s eleciric power
arids will bring with i1 significant
economic, social, and environmental
henefits, The challenge of the present
is lo ensure thal policymakers apply
suitable  measures 1o attract
commercial investors and develop
power projects with clean options, In
addition, the regulatory framewaorks
that are adopted should enable the
developers  of  clean  energy
technologies to consolidate  their
position on the hemisphere’s markets,

Q
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Energy Sector
Reforms in
Latin America
and the
Caribbean:

Topic Analyzed
by the e
XXVIIl Meeting
of Ministers
of OLADE




he conditions under which

energy sectar reforms are

being conducted in Latin
America and the Caribbean,
especially with respect to the
maodels used to manage the
sector, the private-sector par-
licipation schemes, and the
elements of economic devel-
opment characterizing  this
process, were the focus of the
central topic of the XXVIII
Meeting of Energy Ministers of
the member countries of the Latin
American Energy Organization
{OLADE), held in Montevideo,
Uruguay on Thursday-Friday,
November 27-28, 1997,

The Permanent Secretariat of
OLADE  prepared for  the
discussion of the ministers a

Among the energy system
transformation processes in the
region, electric power reforms
are those that have displayed the
most variety, not only because
of the initial context in which
they started but also because of
the sequence and intensity of
the changes.

The situation of years prior to
the reform was characterized, as
a rule, by organizational
structures that vertically and
horizontally integrated the three
basic activities of power
generation, transmission, and
distribution, with  active
participation of the State.

Except for Haiti, Barbados,
Grenada, and Guyana, since the
eighties, the region has

paper that provides a wide-
ranging and thorough as-
sessment on the current status, at
1997, of the energy sector
modernization processes in the
26 member countries of Latin
America and the Caribbean of
the Organization.

The document is entitled “Energy
Sector Modernization: Regu-
latory Framework, Sale of Assets,
and Free Trade.” The six
chapters review various pers-
pectives of this process, which
“requires coordination, develop-
ment policies, follow-up and
maonitoring so that the decen-
tralized decisions for the alloca-
tion of resources are not far
removed from a  politically
desirable development. In some

ELECTRIC POWER SUBSECTOR

experienced a trend toward
liberalization (greater preva-
lence of market mechanisms),
deregulation (elimination of
several barriers to involvement
in power activities), or the
partial or total regulation of the
chain.

The first reforms were rather
aimed at the privatization of
existing assets (Chile, Argentina,
then Peru, and more recently
Bolivia), with preference to the
break-up or segmentation of the
electric power industry and free
access to grids, thus introducing
open-market schemes. In other
cases, the participation of
private-sector capital was
fostered by means of a partial
liberalization process without
the break-up of the electric

Organi zaci 6n Lati noaneri cana de Eneraqia
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countries, market operations are
nol as vet duly regulated and
therefore market
sometimes assigned functions
that are beyond their scope and
possibilities, which can give rise
to  the risk of obtaining
results in social

forces are

unsuitable
terms.”

The document states that the
region’s energy sector modern-
ization is well on its way, and the
transformations it has wrought
aver the last few yvears have heen
highly significant.

Regarding its assessment of the
energy subsectors, it draws the
following conclusions:

power chain and keeping a
maore or less state control over
assets, depending on the case.

As for private-sector par-
ticipation in the ownership of
power generation assets, there
are high percentages of up to
80% in the cases of Bolivia,
Peru, and Chile, as well as a
significant degree of privat-
ization, fluctuating between
50% and 659%, in Argentina,
even though the nuclear power
stations and binational hydro-
power stations have not as yet
been sold. In Colombia and
Guatemala, this share is being
20 and 35% and in El Salvador
and Venezuela between 10 and
20%.



Reforms

OIL SUBSEC

The reforms of the oil industry have
been conducted in a complex situation
of change in the world’s energy market
structure, technology, and trade,
namely:

e A new prevailing world order as of
the eighties where the large con-
sumer countries predominate over
the producer countries and consider-
able curtailment of OPEC’s power,
especially with respect to the setting
of international oil prices.

¢ The emergence of new independent
producers and geographical diversi-
fication of supply.

* An environment
with important tech-
nological innovations,
increasing productivi-
ty and efficiency of
operations throughout
the chain of the oil
industry.

* (Consolidation of
new contracting
_ schemes for the inter-
national purchase/sale of oil, the rise
of spot prices, and the appearance of
futures markets.

¢ The shift from oil viewed as a strate-
gic asset to oil viewed as a tradable
commodity.

Among the measures initially adopted by
the countries to modernize the oil
subsector, the following are noteworthy:

“TOR

s Rationalization of subsidies.

* Reduction of transfers to state enter-
prises.

e Adjustments of fuel prices in order to
cover costs and to bring them on par
with international prices.

e Organizational reforms consisting of
rationalization of expenses, identifi-
cation of business units, downsizing,
outsourcing, concentration in core
business, creation of holdings, and
others.

Later, far more profound structural
transfarmations were made, including:

* Changes in contracting modalities for
oil and gas exploration and produc-
tion (upstream).

¢ Liberalization of barriers to participa-
tion in transport, refining, and mar-
keting activities (downstream).

¢ Modernization of public sector enter-
prises.

* Privatization of state companies.

Finally, the classification of the process
permits the oil reform in Latin America
and the Caribbean to be broken in the
following four models:

The State model, which continues to

prevail in Mexico

¢ Limited liberalization and the option
for strategic partnerships, as in Brazil,
Chile, and Venezuela.

¢ Predominance of the State but pro-
motion of private-sector investment,
as in Colombia and Ecuador.

* Privatization, which is apparent espe-

cially in Argentina, Balivia, and Peru.
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The present decade is note-
worthy for its transition toward
a new energy situation where
natural gas is acquiring special
importance to ensure long-
term energy supply by means
of a diversification strategy that
displays different intensities in
the region’s countries.

The determining factors for this
strategy are: the lag in invest-
ments in hyvdropower genera-
tion due to financial constraints
and the technological break-
throughs that are cutting power
generation costs by means of
gas-fired thermal systems.

As in the other subsectars, the
first steps for the transformation
of the natural gas industry in
the region involved putting the
subsector’s companies on a
sound footing.

These transformations include,
to a lesser or greater degree,
the opening up to private-sec-
tor players, in some cases by
the mass sale of assets, vertical
and horizontal breakup of the
gas chain, segmentation of the
market by supplier and deman-
der, and finally the installation
of regulatory frameworks.

The different modalities adopt-
ed by the region’s countries,
each of which requires a sepa-
rate analysis, include the fol-
lowing:

Upstream (exploration and pro-
duction):

e Systerns where
the product is
not freely avail-
able to indepen-
dent producers
(Caloambia,
Mexico, and
Venezuela).

* Systems where
the product is
freely available
to independent
producers
[Argentina,
Bolivia, Brazil,
and Peru).

Downstream
{transport and dis-
tribution):

* Systemns that are
vertically and
horizontally
broken up with
closed access
({Colombia and
Venezuela).

= Systems that are
vertically and
horizontally
broken  with
open  access
{Argentina,
Brazil, Chile,
and Mexico).
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Reforms

COAL SUBSECTOR

Coal in Latin America and the Caribbean
accounts for hardly 5% of final energy
consumption, with the highest share of almost
15% in Chile. There is only commercial
production of coal in the following countries
(by decreasing order of importance):
Colombia, Mexico, Venezuela, Brazil, Chile,
Argentina, and Peru.

As a rule, electric power generation and the
steel and iron industry are the two markets,
especially the former, that have specialized
in using coal in the region, although the
importance of coal in the cement industry of
several countries should not be ignored.

In coal producing countries in Latin America
and the Caribbean, the share of this energy
product in electric power generation is quite
low, since they have generated a large part
their electricity using hydro resources, oil, and
natural gas, which are available in
abundance.

The paper “Energy Sector
Modemization in Latin
America and the Caribbean:

The six chapters of QOLADEs
extensive document are:

In those countries that have important proven
natural gas reserves or reserves that are being
assessed, such as Venezuela, Mexico,
Colombia, Fcuador, Peru, Bolivia, and
Argentina or in those where decisions have
been taken to import natural gas from their
neighbors such as in Brazil, Chile, and Uruguay;,
the probabilities for coal are not as important.

It can be observed that the major reforms pro-
moted in the coal industry have been predom-
inantly aimed at promoting clean technologies
and improving energy sector production con-
ditions. This subsector has not been the target
of a wider process of liberalization.

Without ignoring the breakthroughs made in
clean coal technologies, it is undeniable that
private companies, faced with the alternative
of generating electricity with natural gas or
coal, will be probably opt for the former,
unless conditions arise that would justify the
use of coal.

= Results and impacts of

energy sector modernization

10

Regulatory Framewaork, Sale of
Assets, and Free Trade” can be
purchased from the Permanent
Secretariat  of the Latin
American Energy Organization
at the following address:

Ay, Mariscal Antonio José de
Sucre MN58-63 & Fernandez
Salvador, OLADE Bldg.
Sector San Carlos

PO Box 17-11-6413

Quito, Ecuador

Phones: (593-2) 588-122/
597-995

Fax: (593-2) 539-684
E-mail: oladel@olade.org.ec
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» hodernization: society, the

State, the economy, and the
2nergy sector,

Energy  sector  modern-
ization: theoretical and
preferred options for sectar
coordination and ownership
scheme,

Subsector reforms in the
energy systems of Latin
America and the Caribbean.

Business strategies
The rale of the State in the

energy sector modernization
Process.

On the basis of the contents of
this paper, the XXVIII Meeting
of Ministers of OLADE took the
decision to adopt the subject
“Results of Modernization
Processes and Outlook for
Energy Integration in Latin
America and the Caribbean” as
the central topic for the XXIX
Meeting of Ministers, sche-
duled to be held in October
1998 in Caracas, Venezuela,



VIEWPOINTS OF DR. ENRIQUE IGLESIAS, PRESIDENT OF THE INTER-AMERICAN
DEVELOPMENT BANK (BID) ON THE DOCUMENT “ENERGY SECTOR
MODERNIZATION IN LATIN AMERICA AND THE CARIBBEAN"

The Secretariat presented an excellent
document,  which  deserves our
congratulations. In my opinion, it is
essential and for us at the Bank it is a
major contribution. We are facing a great
challenge, involving all the reforms that
are  being implemented by the
governments in energy sector reform. |
would say that the central condition for
sector reforms is sustainability, in other
words, its capacity to reduce to a
minimum its dependence on multilateral
financing, including the State, and attempt
to find a system of integral sustainability
that will enable it to be as independent as
possible. When | say this, | would like to
be very clear: | do not believe that the
State should not keep very important
responsibilities in the sector beyond its
regulatory role. As long as there are huge

social deficiencies in Latin America there
will always be a role for the State, at least
in coming decades. Therefore,
sustainability does not imply the complete
removal of the public sector from the
energy sector because there will also be
compensatory elements, especially in
countries and regions that have very high
levels of critical poverty, that the State will
have to provide where the market is
unable to enter or is unwilling to
participate. The State cannot neglect this
important task.

(Quote from the address delivered to the
XXV Meeting of Ministers of OLADE,
Montevideo, Uruguay, November 27,

1997) @y
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nergy sector reforms being
‘E implemented in each country
should take into account the
situation prevailing in the country
at the time, not only specifically
with regard to the energy sector but
also concerning its social, political,
and economic situation.

Uruguay is a small country of 3.2
million inhabitants with a stable
economy and a per capita GDP of
over USS6,000. lts annual

Organi zaci 6n Lati noaneri cana de Eneraqia

cumulative demographic growth
rate is 0.5%, and its life expectancy
is the highest in the region. It also
displays the most equitable
distribution of income in all of
Latin America.

From 1985 to the present,
Uruguay's economic growth has
been quite considerable:
productivity has grown by 50%,
whereas the population  has
increased by only 7%. As aresult,




per capita GDP  has risen
substantially, but the population’s
composition has remained the
same. Population is growing
slowly, and therefore  the
inclination to accept structural
changes is nol too marked,
although it has picked up over the
last few years.

How does the energy sector fit in
this country, that is, energy viewed
as a basic input for the
competitiveness of the production
sectors and the quality of living of
the population?

Uruguay relies on three essential
inputs  to  meet its energy
consumption needs:  oil and
procucts, all of which are imported
and account for more than 58% of
final consumption; firewood and
biomass waste which account for
mare than 20%:; and hydropower,
which accounts for 19%,.

Moreover, Uruguay is the only
country of the region that has fully
tapped its hydropower resources.
This means that hydropower,
which currently accounts for 19%
of the 1otal energy mix will, in a
context of growing consumption,
gradually  account for an
increasingly smaller share of the
total mix because current
hydropower supply has reached its
ceiling.

Uruguay has no fossil fuels;
therefore, it is forecast that final
energy  consumption,  which
currently depends on oil in the
amount of 60%, will continue 1o
depend increasingly on oil in
coming years unless some
corrective  action 1s taken to
diversify the energy mix.

These are the outstanding features
of Uruguay's energy sector
scenario.
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From 1985 to the
present, Uruguay’s
economic growth has
been quite
considerable:
productivity has grown
by 50%, whereas the
population has
increased by only 7%.
As a result, per capita
GDP has risen
substantiaily, but the
population’s
composition has
remained the same,
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Spotlight

Dr. Julio Herrera, Minister of Industry, Energy and Mining of Uruguay,

leader of energy sector reforms in his country. Or. Herrera, as Chairman of the  integration must involve the

XV Meeting of Ministers of OLADE, is currently President of the ;
Organization.

In addition, Uruguay is effectively
involved in a regional integration
process with Argenting, Brazil, and
Paraguay and has entered into free
tracle agreements with Chile and
Bolivia.

It is a regional integration process
that has made great strides and has
significantly changed the country
over the last few years. As a result,
production has grown conside-
rably.

How is it possible to maintain this
growth and to ensure the com-

petitiveness of the production

14
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seclors in order to guarantee
economic growth?

In view of the facl that
Uruguay's energy sector has
already completely tapped its
natural and renewable re-
sources, depleted its hydro-
energy, and holds no fossil
fuels, regional integration
emerges as the suilable
course to take to com-
plement the country’s energy
requirements.

With partners such as Argen-
tina, which has a wealth of
oil and gas resources and
electricity, or  Paraguay,
which has abundant hydro-
power resources, or Brazil
that has a huge untapped
hydropower potential, Uru-
guay cannot he expected to
compete in this regional
infegration process if effeclive
cnergy integration is not
fostered; this means that

mutual access of each
country’s energy players o
the region’s markets.

For Uruguay, the effective
participation of energy in the
regional integration process of
MERCOSUR is not merely a
desirable element; it is in fact
indispensable. The reforms that
are  being implemented in
Uruguay’s energy sector are aimed
at benefiting from integration and
determining  the  minimum
conditions of reciprocity and
symmetry to facilitate the free trade
of energy products.

In the electric power subsector,
there is enough hydropower to



meel demand, but in the future, as
hvdropower production reaches its
limit and demand grows by 5 or
6% per year, it will not be enough.
Uruguay has an important element
in its power system: ils power
interconnection with Argentina,
involving 2,000 MW of power
capacity. The Uruguayan electric
power system’s peak amounts to
1.300 MW, It involves an
interconnection built 18 vears ago
and that successive generations of
Uruguayans and Argentineans
have been paying through their
electricity. bills. Oneyof the
measures implemented by the
« Uruguayan Government, in terms
of reformsy is the establishment of
an institutional organization for the
‘power seclor lo sel up a power
" market in which the large users.can
be free to go out and look for their
supply sources in the region,
specifically in Argentina through
this interconnection. To do this,
the same kind of reforms as those.
being |a|ot:r.=ssecl inother gﬁurﬂnes,
such as vertical? breakup and an
=-.-_E'lpE‘r‘t 'srheme{"nr free ﬂCFES§ tod
ansport rapas:‘it}_-'anc! transmission
*“‘ﬁnd disteibution.-installations, are
héing implemented.. These aré:
basie principles .for "thé esta=
: bhshment -of - minimum-sym-
“netries.

As of thedbeginning of 1998, once
the tolls are set forsthesuse of
transmission  lines  in  the
Uruguayan electric power system,
which will operate on the basis of
an open-access scheme, the large
users of Uruguay will begin to
draw up supply contracts in this
market. From this point of view,
the production and industry
sectors, which are being required
by the government to perform the

Abe
“transmission and- distribution in

leading role in boosling economic
growth in their respective countries
and generating employment
opportunities that the State no
longer has the capacity to provide,
are being given free rein lo select
the inputs they need, as well as the
supply sources of these inputs.

Thus, this is the first key element in
the electric powersector’s reform.
Afterwardsgthere will be a more
finely, wined regulation governing
‘natural mcmopo]ies of

order to eﬁeativelyi_pnfn:te'ci the end-
user and the captive custamer from
these monopolies.

There is rhigh-quality “electric

power service in Uruguay. The
country intgeneral has not had any
outages.

important re-engineering
processes over the last few years,
improving. servlcé “delivery, |
~although | not reaching - the

efficiency: Ievels that are desirable, 4

that is; efHGLenGy Tevels where final
_lend-user tariffs are in keeping with

It has even conducted @

Latin American Energy Organization « OLADE

production costs.and wr’th Th-‘:}'__

efficiencyrequired of ‘t‘n,

-supprfers

Wlth the new regulatlnns, schemes =

to k&epj:érrtfs in line with costs of
efficiantd fand leconomically ad-
justed —utilities,  as

world, will be gradually esta-
blished so that the final consumer
can benefit from this structure and
so that quality standards, and
penalties for failure to comply with
them, can also be independently
set,

Uruguay's electric power sector
reform is also accompanied by the

Organi zaci 6n Lati noaneri cana de Eneraqia

apghed-'
throughout=the region and the
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Spotlight

FINAL ENERGY CONSUMPTION IN URUGUAY

BY SECTOR
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incorporation of patural gas into
the energy mix. In order to avoid
increasing dependence on oil, it is
expected that natural gas will be
incorporated into several sectors of
activity, especially the electric
power sectar.

The oil subsector

There is still a very closed scheme
for the fuel seclor, with monopolies
for the import and refining of an oil
product that the country does not
have, oligopolies  for  the
distribution and marketing of fuels
based on oil products, and, as
natural result of all of the above,
hizh prices.

Of  course, all these legal
constraints were instituted by

16

Liruguay at a time when the entire
world felt that refining capacity had
an important strategic value and all
the legal restrictions to curtail free
trade were imposed.

The current reforms are aimed at
progressively eliminating, at a pace
allowed by society and ils
demographic composition, the
constraints to lree trade, beginning
with  the liberalization  of
distribution and marketing and
following with those legal reforms
that will eventually lead to the
elimination of monopolies and the
obstacles to free trade.

In addition, Uruguay fortunately has
no economic difficulties to invest
and, in contrast lo other Latin
American countries, in lerms of
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mEIIMASE

1330 1963 1990 19B5

EELECTR. ®mLPG

EGASOLINES CIKEROSENE mCESELWFUEL mooTHERS |

electricity, its growth is vegelative
because the power sector's coverage
is between 95% and 96% and fuels
are able to reach the entire country
hecause the peographical conditions
facilitate their distribution.

Within this context, it can be said
that energy is a fundamental
element for the growth of
Uruguay's economy and, at the
same time, it will contribute to
consolidating the consumer’s right
to receive high-quality products
and services. (o))

Mote; The present article has beorn provided
L the Ministry of Industey, Energy, and Mining
of Llruguay, on the basis of the presentation
made by M Pedre Antmann at the XXV
SMeating of Ministers of OLADE,



Decision

Complete historical series from 1970 to

19

L] - - -

Energy sector forecasting by country up to
the year 2020
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Enerlace

Theideal foriin to focus on the energy development issues
of Latin America and the Caribbean

Background to the Energy Confer-
ence of Latin America and the
Caribbean--Enerlac

fter overcoming the so-

called lost decade of the

gighties and curtailing the
impacls of the foreign debt crisis,
there was a marked recovery ol
coonomic growth in Latin Ameri-
ca and the Caribbean, which was
accompanied by a rapid expan-
sion of energy consumption. The
region noat only was noteworthy
for its energy production and
exports but also became, without
a doubt, one of the most dvnamic
markets in the world, with the
highest potential in terms of ener-
gy production and demand. This
has led to a vast potential for
expansion, as well as huge chal-
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lenges in planning, logistics, and
financing, owing to the magni-
tude of the investments required.

At the starl of the nineties, the
countries of Latin America and
the Caribbean, for the most part,
opened up major opportunities
for national and foreign private-
seclor investment for enersy sec-
tor development. The debate
over the role that should be
adopted by both the State and the
private sector in energy produc-
lion, development, and utiliza-
tion, as well as in the manage-
ment of related public services,
therefore became impaortant,

In the early nineties, the linkage
hetween energy and environmen-
tal protection was also studied
more thoroughly, Since then the

1ﬁde
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interest in studying the impact of
the different energy development
schemes an the planet’s environ-
mental health has grown, Thisisa
central element in international
relations and the source of contro-
versies in Narth-South relations.

All these aspects, in addition to
the changes taking place in the
inlernational and regional econo-
my and the constantly fluctuating
and sensitive international energy
market, led to a scenario that
encourages in-depth strategic
thinking about the energy future
of Latin  America and the
Caribbean.

It was within this context that the
idea of organizing an Energy Con-
ference of Latin America and the
Caribbean (Enerlac) was born, It



was conceived as a forum to pre-
sent and discuss the new orienta-
tions and aptions of the region’s
energy sector before the world
and to expound the efforts being
made lo materialize the region’s
own proposals for change.

Alongside the Conference, it was
also considered advisable to orga-
nize an industrial technology
exhibition of energy seclor
goods  and  services, at
which industries and busi-
ness could display their
products directly to a
strategically select audi-
ence.

Likewise, it was considerad
advisable to take advantage of
this special occasion to conduct
business meetings and promaote
trade ties within the region’s ener-
oy sector.

The organization of Enerlac also
provides an excellent opportunity
for the region’s ecnergy seclor
authorities and professionals Lo
come together.

Ohbjectives

I'he objective is Lo transform Exer-
fac into a technical and trade
conference, aimed at bringing
together all the players of the
energy sector of Latin America and
the Caribbean. It intends to do the
following:

* Present OLADE'S overview of the
resion’s energy seclor, especially
its development and the restruc-

turing, modermization, and privas
tization of energy companies,

* Promote cooperation agreements
and mechanisms between the
region’s countries and those from
outside the region, public and pri-
vate enterprises, and other entities

involved in the region’s energy
sector development.

The first three versions of Enerlac

The Energy Conference of Latin
Ametica and the Caribbean (Ener-
lac) has been successiully held
three times, namely:

o Enerlac ‘93, which ook place in
Bogotd, Colombia, on June 15-
18, 1993, under the auspices of
the Ministry of Mines and Ener-
gy of Colombia and the Colom-
bian Associalion of Engineers
(ACIEM). Its main heading was
“Energy and Development in an
Interdependent World.”

e Enerlac 93, which was held in
Quita, Ecuador, host country for
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OLADE, on June 19-22, 1995, 1t
was supported by the Ministry of
Energy and Mines of Fcuador
and was organized under the
heading “Energy Integration and
Private-Sector Participation.”

o Fnerlac 96, which was held in
Rio de Janeiro, Brazil, took place
on June 24-27 1996 and was
supported by the Ministry of

Mines and Energy of Brazil, as
well as the Brazilian state oil
company Petrdleo Bra-
sileiro S.A. (PETROBRAS)
and Centrais Elétricas
Brasileiras S, (ELETRO-
BRAS), under the head-
ing "Competitiveness: A
Strategy for Energy Dev-
elopment.”

On all three occasions, there were
about 400 participants attending.

Enerlac’98

The Latin  American
Organization (OLADE], in view of
the successful experiences of the
first three Enerlacs and the need to
discuss once again the most
relevant issues of the region's
energy sector development, has
decided to organize the Fourth
Energy Conference of Latin America
and the Caribbean [Enerlac ‘98).

Energy

The Conference will take place at
a time and place 1o be defined
shortly. In any case il is being
scheduled for the last quarter of
19898;
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Expected participation

Invitations to Exerlac *98 will be
forwarded to the following: Minis-
ters and governmental officials
involved in the energy, economic,
and financial sectors of the region
and the world: private-sector busi-
nessmen of the member countries
of OLADE and fram outside the
region; executives and officials
irom international cooperation
agencies and credit institutions;
executives of international com-

mercial banks; congressmen and
senators from the region’s coun-
tries; representatives of universilies
and research centers: leaders of
public opinion; and representatives
of international media,
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Industrial Technology Exhibition

Alongside the formal sessions of
Enerlac ‘98, there will be a Tech-
nolagy, Industry, and Services Exhi-
hition, where companies and insti-
tutions will display 1o
polential customers the
products and services
they sell on the energy
market.

Business meetings

During Enerlac '98, the
parlicipants  will  be
given the opportunity
o learn about and pro-
mote projects, as well
as establish trade rela-
tions and do business. For this pur-
pose, private appointments will he
organized at the request of the par-
ticipants.

The business meetings will provide
a magnificent oppartunity ta estab-
lish contacts with bath the private
and public sector, government rep
resentatives, international organi-
zations and agencies, and financ-
ing institutions,

The Fourth Fnergy Conference of
Latin America and the Caribbean
comes at a special turning point in
the debate and development of
energy policies in the region. It
will be an ideal forum to analyze
what has been achieved 1o date, as
well as assess current problems and
focus on the region’s energy future.

*
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MEXICO: Clarification

In the preceding issue of the Energy Magazine, the article “Turning Point for
the Upstream Oil Sector of Latin America and the Caribbean,” includes the
following assertion: “It should be mentioned, however, that Mexico has
liberalized its natural gas industry, secondary petrochemical activities, and
contracting of specialized oil drilling and reservoir development services, by
means of in-kind payments.”

Regarding this, it should be clarified that the Regulations of Article 27 of the
Constitution in the Oil Sector indicates, in Article 6, that "Petroleos Mexicanos
[Mexican state oil company] shall be empowered to enter into project and
service delivery contracts with physical or moral persons as required by the
optimal implementations of its activities. The fees that are established in these
contracts will always be paid in cash and, in no case, will percentages of
garnings or shares in production be granted in return for any services provided
or projects implemented.”

L
—
ARGENTINA: Energy
integration in
MERCOSUR

The Energy Secretary of
Argentina, Mr. Alfredo
Mirkin, emphasized the
importance of regional
integration and informed
about the projects being
promoted in his country.

At the XXVIII Meeting of
Ministers of OLADE, he
stated that “Today,
Argentina is connected
to Chile by means of
two gas lines in the
south and central zone
of the country, and
there will be two more
gas lines within two
years. With Uruguay

we have a historical
electric power intercon-
nection. With Brazil
there will shortly be a
1,000-MW interconnec-
tion, which | have just
visited. There is a gas
line  project  with
Uruguay and with the
south of Brazil. In addi-
tion we have an electric
power project between
Argentina and Chile in
the north. In other
words, intercannection
projects are already
materializing. The pro-
cess is heing conducted
using schemes involv-
ing bilateral agreements
between the countries
that ensure minimum
conditions of symme-
try, conditions that pro-
vide free access to

Organi zaci 6n Lati noaneri cana de Eneragia

power capacity, the
nonexistence of subsi-
dies, and nondiscrimi-
nation between national
and foreign companies.
This phenomenon al-
ready has its own
momentum.”

—

COLOMBIA: A million
barrels of oil per day in
1998

The Vice-Minister of
Energy of Colombia, Dr.
Carlos Conte, asserted
in Mantevideo, Uruguay,
during the XXVIII Meet-
ing of Ministers of
OLADE, held in Novem-
ber 1997, that his coun-
try will possibly reach a



peak in its oil production in
1998.

He said: “Colombia is a
country that currently holds
oil reserves of more than
3.5 billion barrels, which
does not convert us into a
large oil producer, but in a
country that has a high
probability of finding oil.”

“At present, Colombia’s
production is 700,000 bar-
rels per day, of which
slightly more than 50% is
for export. In the sector’s
analyses, it is forecast that,
possibly in 1998, we will
reach a peak in our produc-
tion, that is, one million
barrels per day. After
attaining this peak, we will
begin a decline which,
along with the growth of
domestic demand, leads us
to believe that the country
will be self-sufficient in
terms of oil up to the year
2005."

=

CHILE: Electric power
sector reforms triggers a
fall in prices

A current assessment of
the reform process in the
Chilean electric power sec-
tor is highly positive,
asserted the Minister-
Chairman of the National
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Energy Commission of
Chile, Alejandro Jadresic, at
the XXV1II Meeting of Min-
isters of OLADE, held
in November 1997 in Uru-

guay.

There have been large
amounts of investments
that have helped to meet
the country’s new energy
requirements. There is
much competition for
investment among private-
sector companies, which
want to be the first in sup-
plying the customers.

Alang with this process,
prices have dropped and
customer service has
improved. Over the last
four years, the bulk price of
electricity declined by 32%
in the central zone of the
country and by 44% in the
northern zone.

ECUADOR: New hydro-
power project

The Ecuadorian Govern-
ment requested 10 consor-
tiums that have prequalified
for the San Francisco
hydropower project to sub-
mit their bids before May 4.
The bids will be for financ-
ing. designing, building,
operating, maintaining, and
later transferring to the

Latin American Energy Orgnnization « OLADE

State this project. which
will provide a power gener-
ation capacity of 230 MW
and whose civil works will
cost about USS230 million.
The maximum term for
building the project is
1,800 days, and the con-
cession period is being
granted for 30 years,

HAITI: Toward charcoal
substitution

Studies conducted by the
Bureau of Mines and Ener-
gy of Haiti have demon-
sfrated the technical and
economic feasibility of sub-
stituting the charcoal cur-
rently being used for cook-
ing food. It is important
that this policy be adopted
owing to the negative
impacts of this energy con-
sumption on the environ-
ment in a country where
forests cover less than 2%
of the territory’s surface.
The key focus of this ener-
gy and environmental poli-
cy is to reduce, as of the
year 2002 and over the 10
ensuing years, the pressure
on national wood resources
by about 50%, compared
to the level of 1996, and at
the same time meet 80% of
demand with renewables
by the year 2020. This goal
will be attained by means of

23



MNews

the following: improved
stoves, energy-economic
technologies, expansion of
the market for LPG,
kerosene, and other oil-
derived fuels, coal and
charcoal imports, and the
tapping of renewables. In
addition, fiscal and eco-
nomic norms and incen-
tives to facilitate liberaliza-
tion of the market for
imported energy sources
will be established.

PERU: Canadian and
Peruvian companies will
be building electric power

projects

The Canadian company
Hydro-Quebec and the
Peruvian construction
company Grafa and Mon-
tero were awarded the
winning bid to implement
the project for the Man-
taro-Socabaya power line
in Peru, with a tender of
US$179.2 million. The
two firms also obtained
the concession to operate
the line for 30 years.

All the subregions of Latin America and the Caribbean

are represented on the executive staff of
the Permanent Secretariat of OLADE

The new executive staff and
consultants of the Permanent
Secretariat of OLADE are
comprised of professionals
coming from 13 different member
countries of the QOrganization.
Thus, there is a wide range of
technical and human resources to
handle mare efficiently the
requirements of the subregions of
Latin America and the Caribbean.

The photo shows the
executive staff of the Permanent
Secretariat from 10 countries:

Sitting, from left to right:
Luiz A. M. da Fonseca (Brazil),
Executive Secretary; Ana Lorena
Leon (Costa Rica), Cooperation
and Integration Project Co-
ordinator.
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Standing, from left to right:
Mark Bender (Guyana), Training
Coordinator; Armando Melean
(Venezuela), Director of Planning
and Energy Projects; Vicente
Solano (Mexico). OLADE Project
Coordinator; Ramiro Leon (Cuba),
Head of the Executive Secretary’s
Office; Elvia Ortega de Andrade
(Ecuador), Coordinator  of
Administration and Finance;
Gabriel Hernandez (Colombia),
Coordinator of Informatics and
Documentation; Juan Jose Castro
(Uruguay), Head of Internal
Monitoring; Gustavo Martinez
(Ecuador), Head of Public and
Institutional Affairs; and Juan Luis
Guzman (Guatemala), Director of
Training and Informatics.
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Energy Magazine

Ad rates
The new Energy

Magazine, in full
color and with a
print run of 5,000,
is issued
quarterly in
Spanish and
English.

Space Size Color Black & white

20 x 28 cm US$3 800 US$2 400

20x14cm US$1900 US$1 300

8x12.5cm UsS$950 US$750

It is being
distributed
throughout Latin
America, the
Caribbean, North
America, and

_ _ Europe to
Gatkiover 20x28em US$AS500 | executives of
) public and private
energy sectors,
financiers,
industrialists,
. consultants, and
Readership technical experts
0 500 1000 1500 2000 involved in the
. region’'s
development.

Executives

For further information:
OLADE
Phones:

(593-2) 598-122/597-995
Fax: (593-2) 539-684
E-mail:
olade1@.olade.org.ec
P.0. Box
17-11-6413
Quito, Ecuador

Industrialists/
bankers

Consultants

Technical experts
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COLOMBIAN COAL: ON THE WAY TO INCREASING
PRODUCTION

The world, at the threshold of the 215t century, is
facing major challenges, Along with the economic
growth that iz expected for the coming decades, there
will be growth of international erergy demand.
inciuding demand for power generation and industrial
transformation sources that are economical,
competitive, safe, and clean and that will help to meet
the neads of future generations in-a timeky and
envirenmentally sound fashion,

By the year 2010, Colombia could become the world's
third largest coal exparter. 1t should be noted that the
Colombian Government, in full compliance with the
principles of the World Trade Organizatian, 1 not
invalved in this market; an the contrary it is promoting
competition between coal producing and exparting
companies, whose trading activities are governed
exclusivily by market forces.

(Coal provides an abundant, economical, and clean
source of enargy and offers a wide variety of power
generation and industrial use cptions. This is how
Colombian coal can be characterized. Measurad
reserves have been calculated at 6.59 billion tans
including thermai coal with high calerific content and
low ash and sulfur content, such as the coal from the
country™s Caribbean and Pacific regions, as well as the
metallurgical coal from the interior, which has
measured reserves of 550 millior: tons. especizlly in the
Departments of Cundinamarca, Boyacd, and
Santanderas,

Colombias efforts to attract foreign investment in arder
to explore and produce new areas are well known
throughout the warld. To do this, first of &l the 1ax
legislation was amended; it provides for 2 stabilization
scheme wherehy investars that are governed by it can
maintain the same tax conditions that are applicabie at
the time of their investment for a 10-vear period, They
must also make a commitment to pay an additional 2%
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to the State an the tariff applicabie during this period,
Second, the amendments to the mining legislation
clearly outline the functions and jurisdictions of the
State and the private sector and determing tha rules of
e game that are applicable to this activity soas to
make administrative mechanisms and procedires
mere flexible and provide consistency to the variety of
standards that are in force for the mining and
enviranmental sector,

Colambia also benefits from the development of large
projects in the northern part of the country, which have
attained a production fevel of 21,031,000 tans per year
and which include the muttinational companies
INTERCOR (Cerrején Zona Norte), Drummond (La
Loma), and Glencore (Cerrejon Central), for a national
total of 30,065,000 tons per year. Therefore, the
Colombian Government has announced an international
public hidding process for contracting four naw coal
zones that are expected ta henefit from the guarantses
that are envisaged therein.

Finally, the finkage of infemnational investors to
privatization processes being conducted by the
Government is being promaoted on two fronts: electric
power generation assets and the state's partacipation in
coal production in El Cerrejdn Zona Norte. In the latter,
it should be underscored that the Colombian State is
interested in progressively diversifying its power
generation sources to include thermal resources such
as coal, in order to ensure graater religbility in the
interconnected system and promete the domestic
consumption of this energy product. |tis expected
that, by the year 2010, thermal generation will account
far 50% of total generation, with a coal component of
anout 12%, The privatization of £l Cerrejon Zona Norte
will become a reality with the participation of naticnal
and foreign investors, which are invited to submit bids.

Taxt provided by the Minstoy of Mines and Encigy of Colonbia
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