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Editorial

Latin Armerican Energy Organization = OLADE

OLADE’S FORUMS: AN OPPORTUNITY FOR NEW PLAYERS IN

The transformation process that the
countries of Latin America and the
Caribbean are promoting for the
development of the energy sector
has attributed a fundamental role to
new players that have taken up
responsibilities that once belonged
exclusively to the State.

In keeping with this reality, the new
strategy of openness of the Latin
American Energy Organization has
promoted  actions  aimed at
consolidating its fies with regional
energy development players and
sectors. Thus, the XXXI Meeting of
Ministers of OLADE's Member
States held in Asuncion in October
2000, in addition to establishing the
condition of Participating Country in
the Organization, has created three
forums  that  will  provide
opportunities for analysis, reflection,
and exchange of experiences to
contribute to the consolidation of
the energy sector as a fundamental
pillar for the socioeconomic
development of Latin America and
the Caribbean.

The forums that have been created
are:

= Energy Sector Business Forum

« Forum of Supervisory Entities
and Regulatory Agencies of Oil
and Gas Activities

* Forum of Supervisory Entities
and Regulatory Agencies of
Electric Power Activities
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The first of these Forums will be
appropriate for dialogues between
the public and private sectors, where
business associations, production
chambers, and entrepreneurs will be
analyzing and identifying the busi-
ness and investment apportunities
offered by the region’s energy sec-
o,

The activity of the Forums of
Supervisory Entities and Regulatory
Agencies for both oil and gas activ-
ities and electric power activities will
permit fine-tuning existing regula-
tions in these sectors and, through
the exchange of experiences, will
contribute to improving the work of
these entities and establishing this
type of agency in the region’s coun-
trigs that require it.

Regarding this, from a realistic point
of view, it should be emphasized that
energy integration, which is one of
OLADE’s fundamental abjectives, is
a gradual process facilitated by the
glimination of obstacles and the
harmonization of regulatory frame-
works that permit transparent norms
for investors.

Reducing legal risks is a key condi-
tion to formalize contracts and
reduce the intangible costs of legal
insecurity.

Furthermore, the action of OLADE's
Forums will be giving incentives to
both private entrepreneurs and reg-
ulatory entities to safeguard the
investments that are made and to

improve the scenarios for attracting
new investments for the develop-
ment of the region’s energy sector.
it would therefore be indispensable
to promote favorable legal and polit-
ical conditions, which in addition to
ensuring the reinvestment of earn-
ings into the region will attract fresh
investrents, an objective to which
the Forums created within the
framewark of OLADE can also con-
tribute.

The Organization's Permanent
Secretariat has envisaged holding
an international seminar focusing on
the Future of Energy Sector
Modernization in Latin America and
the Caribbean, where the activities of
the Energy Sector Business Forum
will be officially presented and
launched.

There is no doubt that OLADE's
Forums will be establishing a new
form of cooperation between the
players of energy sector develop-
ment in Latin America and the
Caribbean.

Or. JULIO HERRERA
Executive Secretary



OLADE and
regional natural

gas market
Integration

he incorpora-

tion of natural

gas in the eco-
namic development of
the countries of Latin
America and  the
Caribbean has become
an essential need for
enviranmental, eco-
nomic, and energy
supply reliability rea-
50NS.

The use of natural gas for
glectric power generation
and in the industrial, caom-
mercial, and transportation
sectors, in order to substitute
coal and refined oil products,
produces less environmental
pollution.  Furthermore, in the
electric power generation sector,
natural gas contributes to improv-
ing the reliability of supply and
reducing investment compared to
the use of water resources, which are
characterized by their random nature
and the intensive use of capital.

Importance of market inlegra‘iiun
Over the last few years, major albeit isolated efforts

" have been made to incorporate natural gas into the ener-
. J——t gy matrix of the countries of Latin America and the Caribbean,
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The initiative for generating and
implementing natural gas market
development projects has largely
heen in the hands of the private sec-
tor. Because of this, although the
incorporation of natural gas is char-
acterized by individual project
approaches, regional integration prin-
ciples have not been neglected in
order to incorporate the best devel-
opment options of supply and
consumption markets.

Bearing in mind that, in most cases,
the development of intra-regional
interconnections is just starting, the
return on investments in the devel-
opment of natural gas production,
transport, and consumption infra-
structure is guaranteed by long-term
purchase agreements and take-or-pay
clauses, delivery-or-pay clauses, or
integrated projects implemented by
production, transpart, or consump-
tion consortiums, Open market sales
transactions can only take place on
the spot market in interruptible ser-
vices for uncommitted installed
capacity. Because of this, the major-
ity of transactions will take place on
the basis of long-term agreements in
view of the magnitude of the invest-
ments that are involved, which
emphasizes the importance of under-
taking a long-term comprehensive
analysis of the sector’s development.

OLADE’s commitment to developing
the region’s gas

In the context described above, one of
the important programs of OLADE as

a regional energy integration argani-
zation focuses on natural gas sector
development.

In this program, OLADE has con-
ducted two studies for natural gas
supply to the region:

«  Study on the incarporation of li-
quefied natural gas in the energy
matrix of Central America and the
Caribbean, complementing the
prefeasibility  study for the
Mexico-Central America gas
pipeling, carried out in the frame-
work of the OLADE-ECLAC-GTZ
Froject on  Energy and
Sustainable Development in Latin
America and the Caribbean.

« Matural gas market integration
study in South America.

Gas integration in South America

The study on natural gas market inte-
gration in South America was funded
by the Synergy Programme of the
European Commission and included
the participation of Beicip-Franlab, a
subsidiary of the French Petroleum
Institute (IFP), and the Regional
Association of Oil and Natural Gas
Companies of Latin America and the
Caribbean (ARPEL).

OLADE was in charge of administer-
ing the project and, along with
ARPEL, gathered and processed the
information received from the coun-
tries on the companies operating in
the region. Beicip-Franlab was in
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“Over the last few years,
major efforts have been
made to incorporate
natural gas into the
energy matrix of the
countries of Latin
America and the
Caribbean. The
intiative for generating
and implementing
natural gas market
development projects
has largely been in the
hands of the private

seclor.”



“The demand for gas
will undoubtedly grow
rapidly over the next
20 years, especially in
Brazil and
considerably in
Argentina, Chile, and
Colombia. It is
expected that its
consumplion will
increase in Peru,
Uruguay, and
Venezuela. Ecuador
and Paraguay will

also have access (o

M

gas.

charge of testing for optimizing a
model to determine the best options
for the development of gas integra-
tion infrastructure.

In order to consolidate the project’s
development, the companies involved
in gas activities in South America
were invited to join the project's
efforts. PDVSA, Repsol-YPF, and
Total became part of the steering
committee and all the countries col-
laborated by providing the necessary
infarmation through their energy min-
istries and regulatory entities.

In order to analyze the study's pre-
liminary results and update the
information that was compiled, the
Seminar on Matural Gas Market
[ntegration in South America was
held on November 23-24, 2000 in
Santa Cruz de la Sierra in Bolivia,
under the auspices of the Vice-
Ministry of Energy and Hydrocarbons
of Bolivia and the Bolivian Chamber of
Hydrocarbons.

The event was attended by represen-
tatives from government institutions,
regulatory agencies, and companies
involved in gas production, transport,
and distribution activities in Sauth
America. The participation of the dif-
ferent players involved in the
development of the gas industry
helped to enhance the knowledge of
those attending thanks to the
exchange of experiences and the
visualization of existing obstacles and
the strengths for the sector’s future
development.
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The study focused on fundamental
aspects such as the consumption
market, the supply market, and nat-
ural gas prospects in the countries
of South America.

Consumption market

The countries of South America are
comprised of three clearly differenti-
ated groups, not only because of the
policy they apply but also hecause of
the degree of development of the nat-
ural gas sector:

= (Countries that have developed
their domestic natural gas pro-
duction and consumption market
through international transac-
tions: Argentina, Bolivia, Brazil,
Chile, and recently Uruguay.

« Countries that have developed
their domestic gas production
and consumption market without
depending on external markets:
Colombia, Venezuela, and soon
Peru.

* (Countries that have not devel-

oped their consumption market:
Ecuador and Paraguay.

Mature natural gas markets in the
region ¢an be found in Argentina and
Venezuela. The largest potential mar-
ket for gas consumption is in
southeastern and southern Brazil.



Supply market

With its current reserves, Argentina
is able to meet its gas needs and
generate surpluses that are ear-
marked for export. On the basis of
its production. it can meet the vol-
umes that are required for the
present decade.

Bolivia has developed natural gas
reserves, on the basis of which it
meets its domestic demand and
exports surpluses to Argentina and

Brazil. It has enough reserves to
guarantee supplying the needs of the
Southern Cane over the long term.

On the basis of the production of the
Camisea field, Peru can develop its
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domestic natural gas market and gen-
erate surpluses for export.

Venezuela has the largest proven nat-
ural gas reserves in the region, which
amount to 146 trillion cubic feet
(1012 cf). Of these reserves, about
90% is associated to oil, and there-
fore the availability of gas depends
on oil production.  Therefore,
Venezuela is a potential long-term
supplier of natural gas for the region.

Development prospects

The demand for gas in the region will
undoubtedly grow rapidly over the
next 20 years, especially in Brazil and
considerably in Argentina, Chile, and
Colombia. Itis expected that its con-
sumption will increase in Pery,
Uruguay, and Venezuela. Ecuador
and Paraguay will also have access to
gas. The reserves of Argentina,
Bolivia, and Brazil can guarantee gas
supply to the Southern Cone, where-
as the reserves of Venezuela and, to a
lesser extent, those of Colombia can
guarantee supply to the north of the
region.  Peru will have major
exportable balances coming from
Camisea.

Presentation of study results

The study’s final repart is in the final
phase of elaboration, and it is expect-
ed that it will be disseminated by
mid-April this year.

&



Central American
electric power
Integration

Introduction

The people of the Central American
area have always yearned for integra-
tion, like some aftertaste from the
thinking of the Liberator Siman Boli-
var and the dreams of Francisco
Morazén to find ways of integrating
the region.

It was not until the fifties that the sub-
ject of electric power integration

6

started being dealt with specifically,
and this in turn led to actions not only
in the institutional sector but also in
the development of infrastructure.

Institutional development

In order to develop the topic of the
institutional development of electric
power integration, we should under-
score the creation in June 1958 of the
Central American Electrification and
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Hydraulic Resources Subcommittee
(SCERH) by the Central American
Isthmus Econormic Coaperation Com-
rmiftee for the purpose of promating
and coordinating actions between the
electric power utilities of the area, as
well as foster studies for the integral
development of the region’s electric
power subsector and  water
FESOUrCES.



In 1963, this Subcommitiee estab-
lished the Regional Electric Power
interconnection Group, which is
aimed principally at promoting and
supporting integration of the electric
power subsector in Central America.

In 1979, the region’s electric power
utilities took steps to set up the Efec-
trification Council of Central America
(CEAC), and in 1985 it approved the
charter for this international organiza-
tion, which was ratified by five Central
American countries in 1989.

The Electric Power Interconnection
System of the Cenfral American Coun-
frigs {SIEPAC) was conceived in 1987
at the first meeting of the government
agencies and agents in charge of the
electric power sector of the six coun-
tries of the Central American Isthmus
(Guatemala, Honduras, El Salvadaor,
Micaragua, Costa Rica, and Panama),
and from the very start it was sup-
ported by the Spanish Government,
which sponsored the study of an
interconnection project for all the
countries which involved a 500-kV
trunk line to be built in 1992, To
ensure political suppart for this initia-
tive, the Presidents of the Central
American countries signed an Agree-
ment Protocol that formalized not only
the commitment and involvement of
the electric power utilities in the pro-
ject but also the mandate to undertake
the studies needed to carry it out.

In response to these agreements, the
CEAC entrusted the ENDESA Group of
Spain to be in charge of the Project’s
Executive Secretariat so that it could
take over organizational aspects and
ensure the implementation of its eco-

nomic and financial studies and invite
technical coordinators to participate.

Once the technical studies were con-
cluded and in view of the high cost of
the project’s interconnection, it was
decided that the Project would be
reformulated and, in July 1989, at the
Fourth Presidential Summit of the
Central American Countries, it was
decided that the project would be
adapted to the econamic needs and
possibilities of the countries, for
which purpose it was proposed that it
would be rescheduled in three stages,
with a total duration of about 10 years.

In 1991, ENDESA submitted to the
Inter-American Development Bank
(IDB) a scheme for developing the
reformed project; which was reviewed
by the two institutions. At the same
time, the complementary terms of ref-
erence for the project and the working
proposal for the study were prepared
and then approved at the Meeting of
Presidents and Coordinators of the
SIEPAC Project held in Madrid in Sep-
tember 1992.

In October 1993, at the XIV Summit of
the Presidents of the Central American
Countries held in Guatemala, the Cen-
tral American Economic Integration
Pratocol was signed; it provides stan-
dards for the participation of the
countries in the region’s economic
policies. It should be emphasized
that, within the context of Central
American economic integration, the
development of electric power inter-
connection projects is a highly impor-
tant milestone.
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At the XV Summit of the Presidents of
the Central American Countries held
in Guacimo, Costa Rica in August
1994, it was agreed that the SIEPAC
Project would materialize in two years
and that support from international
financing organizations would be
negotiated. By the XV Summit held
in El Salvador in March 1995, it was
agreed that a mixed-capital multina-
tional company would be set up for
the electric power interconnection.
Finally, in December 1995, at the XVII
Summit held in San Pedro Sula in
Honduras, it was agreed that a Coor-
dination Council and Executive Secre-
tariat for the Project would be estab-
lished in order to speed up approval
of a treaty and the establishment of a
company owning the electric power
transmission line.

On December 30, 1996, in Guatemala,
the Prasidents of the Central American
Isthmus Countries signed the Frame-
work Treaty of the Electric Power Mar-
ket of Central America, conscious and
confident that it would be through a
regional electric power market sus-
tained by the intercannection of the
countries’ electric power systemns that
the steady development of the sector
could be promoted for the benefit of
all the inhabitants of the area. At this
point, it should be underscored that all
of the Governments of the Central
American countries and their respec-
tive legislatures have ratified this
Treaty.

Infrastructure development

The interconnections that are current-
ly operating in the Central American
region have been installed on the

7



“...major progress has
beent made to render
regional transaclions
viable, among which
the ratificiation of the
Framework Treaty of
the Central American
Electric Power Markel
is noteworthy, since it is
the legal framework
that governs the
region’s electric power

market.”

basis of hilateral agreements. As a
result, in September 1976, the first
intercannection line between Hon-
duras and Micaragua, with a length of
136 km and insulated at 230 kV, start-
ed operating, but its start-up was at
138 KV and it was not until July 1990
that it started operating at 230 kW,

The interconnection between Nica-
ragua and Costa Rica started up in
August 1982 with a 230-kV line ex-
tending for 224 km ensuring electric
power trade between the three coun-
tries.

In February 1986, the interconnection
between Costa Rica and Panama was
commissioned, with a 230-kV line.
That same year, in September, a 230-
kV line between El Salvador and
Guatemala started operating.

On the basis of this development
scheme, there are two systems cur-
rently operating: on the one hand,
Guatermnala and El Salvador, referred to
as the northern block and, on the
other hand, the southern block, cam-
prised of Honduras, Nicaragua, Costa
Rica, and Panama. In order to com-
plete the regional network, the inter-
connection between El Salvador and
Honduras was pending.

In the region, the benefits that have
been sought from the interconnection
have been based on the coordinated
operation of national systems, reduc-
ing costs by tapping each system’s
capacity for complementation and by
means of occasional  energy
gxchanges, as well as support in

Organi zaci 6n Lati noaneri cana de Eneraqia

emergency situations, owing to the
network's limited capacity.

Furthermore, gross energy flows that
were observed in the binational
interconnections have led to the
establishment of use factors, which
demonstrate that only the segment
between Costa and Nicaragua shows a
high use factor, amounting o 50%, be-
cause of the energy trade between
Honduras and Panama, whereas the
use factor is low for the other
segments.

According to recent studies carried
out by EGLAL, the existence of sur-
plus capacity has been demonstrated;
this would permit the limited sub-
scription of firm energy contracts over
the short term. Once the segment
between El Salvador and Honduras
has been built and commissioned, it
will be possible to make firm pawer
transactions for at least 100 MW

It is important to emphasize that major
progress has been made to render
regional transactions viable, amang
which the ratification of the Framework
Treaty of the Central American Electric
Power Market is noteworthy, since it is
the legal framework that governs the
region’s electric power market; in addi-
fion, a process has started up to adopt
commaon criteria, methods, and regu-
lations for all the countries.

Another important aspect to keep in
mind is the institutional and legal
changes that have taken place recent-
ly in almost all of the region’s coun-
tries, permitting the incorporation of
new local electric power industry play-
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230-kV LINE

COUNTRY LONG, (kmi _ %

GUATEMALA: 242 134
EL SALVACOR: 280 144
HONDURAS: s 203
MICARAGUA 204 158
COSTA FICA: 514 8.6
PARARLA; 135 1.5
T TR 1 A 1005

Interconnection Route
SIEPAC Project

COLOMBI

Figure 1. Source: Cuoted by De La Torre, Taofilo, Electric Power Integration in Central America and Panama, Report of the Exscutive Secretary
far the SIEPAC Project. San José, Costa Rica, July 1998, page 8.

ers into the region's power market and
producing greater competition.

strategic actions of the SIEPAC Pro-
ject

As indicated earlier, the project
referred to as the Electric Power Inter-
connection System of the Central
American Countries (SIEPAC) is
almed at creating and starting up a
wholesale electric power market for
Central America and developing the
first regional transmission system,

where any qualified player will be able
fo sell ar buy eleciricity. regardless of
itz geographical location.  For its
implementation, the strategy that is
being proposed is the development of
a legal standard-setting and institu-
tional framework in the first stage and
the development of infrastructure for
a transmission network from
Guatemala to Panama in the second
stage.

In order to set up a regional market,
the Central American countries have
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ratified the Framework Treaty of the
Central American Electric Power Mar-
ket which came into force in January
1999. This legal instrument enables
actions to be taken to regulate it and
find financing for both the local and
regional infrastructure associated to
the regional transmission network,

By means of this treaty, the Regional
Electric Power Interconnection Com-
mission (CRIE) was set up; it is in
charge of ensuring that the partici-
pants observe the principles estab-



lished in this treaty and its regulations.
In addition, the Regional Operating
Entity (EOR) was set up to be in
charge of operating the interconnec-
tions and handling the commercial
aspects of the market.

The Framework Treaty grants the con-
cession to a regional state-owned util-
ity that includes private-sector partic-
ipation, called the Uftility Owning the
Metwork (EPR), which will have to
build and operate the first regional
transmission system. This utility was
established in February 1999, with the
participation of six public power utili-
ties designated by each government
with identical shares, and provisions
were made to define the mechanism
aimed at including private-sector part-
ners into the utility company’s equity
capital.

The civil works for the SIEPAC net-
work consist of an indivisible 230-kY
transmission trunk system with a
length of 1.802 km, connecting 16
substations, from the Veladero Sub-
station in Panama up to the El Cajan
substation in Honduras, passing by
Costa Rica, Micaragua, Honduras, El
Salvador, and Guatemala, with an
additional branch between the substa-
tions of Pepesca in Guatemala to El
Cajon in Honduras, and in this country
a branch between the substation of
Favana to that of Suyapa is being con-
sidered, as indicated in Figure 1.

This regional transmission system will
be developed in two stages: the first
includes facilities whose purpose is to
consolidate existing electric power
systems, the construction of a 230-kV
interconnection line from Guatemala
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to Panama and the expansion of asso-
ciated substations. It is expected that
these warks will have been complet-
ed by the year 2004, The second
stage involves the construction of a
second 230-kV circuit, if large-scale
power generation projects are devel-
oped.

Challenges that the regional inter-
connection project has to tackle

In order to ensure the success of the
development of this integration, a
series of barriers has to be dismantled
and challenges addressed, as indicat-
ed below among others:

* Financing for the first regional
transmission system, which is
indispensable for the successful
launching of the concept of a Gen-
tral American electric power mar-
kel

« Establishment of clear rules
through regulations that can
ensure order for the Central Amer-
ican electric power market.

= Definition of the ownership of the
regional line as a fundamental pre-
requisite for the electric power
market, with an indication of the
nature of the ownership, whether
state, private, or a combination of
both.

= |t must be kept in mind that, in
order to benefit from soft loans
from |1DB to finance the infrastruc-
ture of the regional transmission
network, the Bank requests gov-
ernment backing or guarantee,
thus obliging state power utilities
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to participate actively in the utility
owning the network; this means
that a decision has to he taken
regarding the nature of the net-
work's ownership favoring the
search for soft loans.

» Establishment of the Regional
Operating Entity. Regarding this, it
should be indicated that the Cen-
tral American countries have des-
ignated their respective represen-
tatives, which demonstrates their
interest in consolidating this mar-
ket.

+ Establishment of the Regional
Electric Power Interconnection
Commission. As in the preceding
case, the Central American coun-
tries have designated their respec-
tive representatives.

Benefits expected from the regional
interconnection project

The economic benefits that could be
nbtained from this project can be bro-
ken down as follows: technical bene-
fits, production cost saving, and
reduction in the need for facilities.

Technical benefits:

¢ Greater reliability of demand cov-
erage.

+ |ncreasing reliahility of the net-
waork in border areas.

« (reater stability and guarantee of
frequency owing to the rise in the
inertia of interconnected systems.



“...the optimism with
which the challenges
are being lackled
shouwld be highlighted,
since the project has the
support of the political
authorities of the
region’s six countries as
they agree on the
benefits that this
Central American
electric power
inlegration project will
be bringing lo our

people.”

Production cost saving:

= Reduction of lnsses, especially in
systems that share an extensive
common border.

« Less operating reserves in each
system, since reserve stations
can be shared.

= Economical energy trade, since
the production of least-cost sta-
tions is possible at all times.

= |mprovement in the use of the
stations owing to the possibility of
integrating local curves in the dif-
ferent systems.

Beduction of need for installations:

= Less need for installed capacity
owing to the complementaringss
of the systems and the hourly dis-
placement of their load curves.

» Possible phasing for the con-
struction of new power generation
stations.

= Economies of scale owing to the
possibility of building stations
with larger-scale groups.

Finally, the optimism with which the
challenges are being tackled should be
highlighted, since the project has the
support of the palitical autharities of
the region’s six countries as they
agree on the benefits that this Central
American electric power integration
project will be bringing to our people.
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Carlos Herrera-Descalzi
Minister of Energy and Mines of
Peru

ur nations and people are making

efforts to find effective ways of

gnsuring integration and to do
this, we are relying on legal, economic,
and social principles that started being
developed in the middle of the past cen-
tury.  With the technological and
scientific breakthroughs of the world’s
maost industrialized countries, we are
trying to take our civilization to the cos-
mos.

Despite this vast and highly important
technological development, it is para-
doxical that we are still unable to set up
mechanisms to help mankind to over-
come the poverty in which a large part
of the Earth’s population still lives.

Our greatest challenge is Lo abate
poverty and provide our people the
well-being they want in order to achisve
development, which is nothing other
than “the freedom to live without pover-
ty and other kinds of deprivation.”

In this context, | believe that the work
that is being done as a result of the
recommendations arising from the
plans of actions for the energy sector
agreed upon at the Summits of the
Americas, held in the United States in
1994 and in Chile in 1998, is making
decisive contributions since energy is
an essential factor for all human activ-
ities.

One of the purposes of the meetings of
the Steering Commitiee of the

12

Hemispheric Energy Initiative is to con-  purpose, we should take into account
tribute to establishing the suitable  that the complementation of our natur-
mechanisms for integration. For this  al resources should be sought in order
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to maximize their use for expanded
markets with a demand that is higher
than domestic demand.

As complementation agreements are
drawn up between the region’s coun-
tries, this mere fact will enable larger
amounts of investment to be mabilized,
with the resulting favorable impact in
terms of rising employment and its
subsequent repercussions on related
activities.

In this area, it should be taken into
account that the project process
mechanism has not been sufficient to
ensure the sustainable development of
the sector and therefore, the State’s
participation is necessary, although
under the conditions prevailing before
the reforms that are indispensable to
achieve sustainable energy supply over
the long term with clean technologies.

Because of this, the present energy
forum is one of the ways to express
the concern of our governments to find
for comman grounds for understanding
and cooperation that would enable
them, along with other action and coop-
erafion instruments in other sectors of
gconomic and social aclivity of our
countries in this impaortant fisld, to
reach greater and steady development
for the progress and welfare of our peo-
ple in order to lead us to better living
conditions and to achieve a communi-
ty marked by solidarity.

The above has been a subject of con-
cern at the Second Summit of the
Americas, which in its declaration of
principles signed in Santiago de Chile in
April 1998, indicated, among other
matters, that poverty abatement con-
tinues to be the greatest challenge
facing our hemisphere, which has led
the World Bank to state in a document
the phrase used by its President, James
D. Woltensohn, “that development is a
process that ends when freedom to
live witheut poverty and any other

social and economic privation is
obtained.”

The revision and analysis of the differ-
ent documents that the Steering
Committee and warking graups of the
Hemispheric Energy Initiative have been
discussing and elaborating make it pos-
sible to appreciate the effort that is
heing made to support the task of pro-
moting pelicies and processes that
facilitate the development of energy
infrastructure and market integration,
which is a widespread concern for the
governments of the Americas. Achiev-
ing sustainable development on the
basis of the enargy sources that are
located in our own territory and those
from abroad, under conditions that are
compatible with the interests of the
nation, is an objective that Peru shares.
Therefore | would like 10 suggest that
the lies between research centers, uni-
versities, and educational foundations
be consolidated in order to upgrade sci-
entific and technaological training of the
professionals of the region and thus
consolidate the achievements that the
exchange of experiences in the energy
field can provide us.

Although hemispheric integration is a
necessary complement to national poli-
cies, it should be promoted on the basis
of respect for cultural identities and
should reflect common interests that
enable us to provide our people with a
better quality of living and greater well-
heing, in a process of glohalization that
the countries cannaot ignore in view of
the opportunities it offers for progress.

As far the country's energy develop-
ment, Peru wishes to diversify its
energy mix and increase its electrifica-
tion coverage, by promaoting the use
and development of energy sources
that are economically and environmen-
tally feasible to provide this essential
resource at the lowest cost possible
and adequately meet the needs of the
country’s different economic activities,
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s0 as to reach steady growth rates in
our econamy and ensure development.

| highly appreciate the participation of
OLADE, which is an international pub-
lic institution specializing in energy
matters, set up by the Lima Agreement
in 1973, with 26 member countries of
Latin America and the Caribbean, as
member of the Coordinating Secretariat
of the Steering Committee of the
Hemispheric Energy Initiative. | believe
that it provides important technical sup-
port to the efforts of the members of
the Steering Committes in the activi-
ties of this Initiative.

The Government of Peru is highly inter-
ested in ensuring that the Fifth Meeting
of Energy Ministers that will be taking
place in the brother country of Mexico
will contribute to reach and consoli-
date, in the scope of its jurisdiction, the
abjectives that were laid out over the six
years of existence of the Summit of the
Americas.

It is an hanor for Peru to welcome for
the third time the representatives dele-
gated by the governments thal are
members of the Steering Committee of
the Hemispheric Energy Initiative. [am
certain that, thanks to the quality and
experience of the delegates of the coun-
tries that honor us with their presence,
this meeting will fully meet the objec-
tives for which it was called, with the
reminder that what our people are
gxpecting from us is resulis.

Oraws from the address deliverad
by the Minister of Energy and Mines
of Peru, Mr. Carlos Herrera Descalzi
at the apening ceremony for the
Special Meeting of the Steering
Caommittee of the Hemisphatic
Enargy Initiatives fn Lima, Peni, an
Janyary 8-9, 2001,

13



Enerqy Ministers
of the
hemisphere
promote
integration and
sustainable
development

The Fifth Hemispheric Meeting of the Energy Ministers, held in Mexico
City on March 9, 2001, issued the Declaration of Mexico, which includes
a message to the Heads of State and Government who will be meeting in
Quebec, Canada on April 20-22, 2001 for the Third Summit of the
Americas.

The Declaration recognizes the work of the Coordinating Secretariat of the
Hemispheric Energy Initiative, which is comprised of OLADE, the U.S.
Department of Energy (DOL), and the Ministry of Energy and Mines of

Venezuela. ,
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DECLARATION OF MEXICO

ENERGY: FOCAL POINT FOR INTEGRATION AND
SUSTAINABLE DEVELOPMENT

We the Ministers and Heads of Delega-
tion of the energy sector of the coun-
tries that are members of the Summit
of the Americas met on March 9, 2001
in Mexico City in order to evaluate the
results achieved in the energy sector in
the framework of the hemispheric inte-
gration process and to define actions
to support this integration and the
hemisphere’s sustainable develop-
ment.

We recognize that the progress
achieved by the countries in coopera-
tion and market liberalization as part of
their national strategies constitute a
solid base for consolidating hemi-
spheric integration.

Likewise, we support the efforts that
the Hemispheric Energy Initiative (HEI)
has made to stimulate dialogue and
cooperation in priority areas such as
the role of energy in sustainable devel-
opment, as well as identity and pro-
mate actions that have fostered region-
al and subregional interconnections,
through the promotion of projects in
the different areas of the energy sector

and we encourage further efforts in
these areas.

In order to consolidate these achieve-
ments, we agree that a fundamental
task is the establishment and consoli-
dation of tfransparent and stable regu-
latory frameworks that generate condi-
tions that are propitious for the con-
sigtent dewvelopment of the hemi-
sphere’s energy sector.

The objectives of the Fifth Meeting
were as follows;

*  Building up the dialogue of minis-
ters.

»  FEvaluate the scope of the Hemi-
spheric Energy Initiative and
exchange points of view regarding
its future approaches.

*  Receive and take note of the report
of the Steering Committee at the
Fifth Hemispheric Meeting of the
Energy Ministers in response to
the New Orleans mandate.

«  Agree on the message of the Ener-
gy Ministers to the Heads of State
and Government that will be meet-
ing at the Third Summit of the
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Americas to be held in the city of
Quebec in Canada on April 20-22,
2001,

We had a frank and extensive dialogue
on the mast important topics on the
region's energy agenda.

Regarding the international oil markst,
we examined its evolution and
prospecls and agreed that its stability
% a decisive factor for the region’s eco-
namic growth and development,
because its volatility negatively affects
our economies.

When we addressed the subject of nat-
ural gas, we recognized its merit as a
fuel exerting a lower environmental
impact, and we agreed to assert that
the investments made in gas transport
infrastructure are contributing to its
growing use in the region, with a pos-
itive impact on the economy of the
countries involved and a major impact
an subregional and regional integration
efforts.

We agreed to support oil transport
integration initiatives between neigh-
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haring countries when conditions
determine that they are economically
viahle.

Regarding coal, we acknowledged ils
share in the region’s energy supply and
the need to apply technologies that
contribute to reducing its environmen-
tal impact.

Regarding the electric powsr industry,
we recognized the challenges and
apportunities involved in ensuring safe
and sufficient electric power supplies
to meet the growing demand far elec-
tricity in the region. We agreed that
reliable and high-quality supply is
required to support the steady devel-
opment of our countries. We agreed
to promote and consolidate cross-bor-
der interconnections by tapping the
advantages of complementation that
arise.

We exchanged experiences regarding
the restructuring of the electric power
industry in our countries, and we
agreed that effective regulations and
enforcement are decisive elements for
the success of the reforms. We recog-
nized the private sector’s valuable role
in this process and the benefits com-
ing from cooperation between this sec-
tar and governments in this essential
topic for the development and welfare
of our societies.

We agreed on the need to promaote the
efficient use of conventional sources of
energy and to promote the develop-
ment and intensive use of renewable
sources of energy, in view of the
region’s high potential.

16

Likewise, we recognized the important
contribution the energy sector has
made, and will continue to make, 1o
support the efforts to address environ-
mental problems, including climate
change. In this context, we under-
scared the role of the transfer of, and
access to, technology to tackle these
challenges.

In order to achieve the ohjectives of the
Initiative, we decided to consolidate its
strategy, redefining thematic areas of
the HElI's Ad Hoc Working Groups so
that they could reflect the main chal-
lenges of the hemisphere's energy sec-
tor at present:  energy and social
development, energy and the environ-
meni, energy and integration, and
energy and regulation.

We reiterated the importance of Ad
Hoc Woarking Groups for identifying
cammon problems and proposing spe-
cific cooperation actions for furthering
the objectives of the Initiative. As a
result, we instructed the Steering Com-
mittee of the HEI to orient and super-
vise the activities of the Ad Hoc Work-
ing Groups to ensure that they are con-
ducted efficiently.

In arder to create propitious conditions
to attain the objectives of hemispheric
energy integration and promaote the
participation of all sector players, we
instructed the Steering Committee to
develop and implement a working pro-
gram that defines cooperation actions
that would help to dismantle barriers
and foster the implementation of con-
crete projects.  We also urged the
Steering Committee to identify the
technical, human resource, and invest-
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ment requirements that are needed to
reach the objectives that are proposed.

We underscored the need to promote
access to funding for sustainable enar-
gy projects. We appreciated the estab-
lishment of the Hemispheric Sustain-
ahle Energy Fund for achieving these
objectives, in response to the mandate
from the Fourth Hemispheric Meeting
of Energy Ministers, held in New
Orleans in 1999.

We recognized the valuable efforts
made by the Coordinating Secretariat
to facilitate the work of the Hemispher-
ic Energy Initiative. We agreed that it
would be advisable to evaluate the
options to institutionalize this process
and instructed the Steering Committee
to set up an Ad Hoc Working Group
within the next 90 days 10 assess
options and submit concrete propos-
als to the next Ministerial Meeting, so
that a decision could be taken.

We welcomed the results achieved in
the framewark of the Energy Business
Farum of the Americas of the HEI, held
in Mexico City on March 8, 2001. This
Forum enabled us to exchange opin-
ions with the private sectar in oil, nat-
ural gas, electricity, and renewable
sources of energy in order to facilitate
the development of the region’s ener-
0y sector.

I view of the valuable contributions of
the private sector to hemispheric ener-
gy integration, we would like to
encourage husinessmen of the Ameri-
cas to sef up a husiness network that
would facilitate the dialogue between
the region’s businessmen and the
gxchange of opinions with govern-



ments, as it had been agreed upon at
the Fourth Hemispheric Meeting of
Energy Ministers in New Orleans.

We would like to offer the following
message to the Heads of State and
Government of the Third Summit of the
Americas that will take place in the city
of Quebec in Canada on April 20-22,
2001.

e recognize the importance of
anergy for the region’s economic
prosperity in order to improve the
quality of living and our emviron-
mental welfare. Because of this, we

pledge to further energy infegration,
fine-tune regulatory frameworks
and their applications, and promaote
sustainable development. We also
recagnize that, in striving for
regional energy market infegration,
issues such as market refgrm, mar-
ket transparency and sfability, requ-
fatory reform, trade liberalization,
and greater energy avaifability will
have ta be dealt with. We reassart
aur commitment fa foster suitable
environmenial management in the
area af energy and to favor policies,
practices, transter, and access fo
technologies that are economically

Latin American Ensrgy Orgentzaton « OLADE

efficient and lake into account envi-
ronmental impacts for energy
davelopment and use. We back and
support the work of the Hemispher-
ic Energy Imitiative in these areas.

We would like to express our apprecia-
tion to the government and people of
the United Mexican States for their kind
hospitality and the magnificent organi-
zation of this event,

We agree with the text of the present
Declaration, in witness whereof we
hereby sign it in Mexico City on the
ninth day of the month of March 2001,

The Energy Ministers of the hemisphere are coordinating efforts to further energy integration, fine-tune regulatory
frameworks, and promaote sustainable development. Above a plenary session of the Fifth Hemispheric Meeting of
Enargy Ministers in Mexico City on March 8, 2001,
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Ernesto Martens-Rebolledo
Secrelary of Energy of Mexico

F or Mexico, it is a motive of pride
and satisfaction to host the Ener-
gy Business Forum of the Americas,
which is a joint effort for the good of
the hemisphere.

We the 34 member countries of the
Hemispheric Energy Initiative, which
arose out of the Summit of the Amer-
icas in 1994, confirm our permanent
commitment to the energy sector’s
present and future development.

In 1999, in New QOrleans, a commit-
ment was made to continue efforts to
achieve the energy integration of the

WHERE IS MEXICO’S
ENERGY SECTOR

HEADING FOR?

Americas and incorporate the valuable
contributions of the business sector to
the work of our nations.

The commitment to combine the
vision of governments and that of the
private sector in terms of energy sec-
tor sustainability and growth has
become a reality today, and the chal-
lenges in our region are striving to
become tangible solutions and results
for the benefit of the population of our
nations.
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The holding of this First Energy Busi-
ness Forum of the Americas in Mexico
coincides with the start of the admin-
istration of President Vicente Fox-Que-
sada.

The new administration has pledged to
work in the best interests of Mexico;
the objective of our country to find for-
mulas for steady economic develop-
ment benefiting those groups that
most need it is a task that has been
entrusted to us and that we have
proudly accepted.

To favor economic development, we
should lay the groundwork for sus-
tainable growth through open, sound,
and in-depth expansion of the energy
sector.

As part of this objective, | am sure that
all of those who are here today concur
that we cannot achieve any progress
or meet the needs of a modern soci-
ety If as countries we do not have the
capacity to take advantage of new
technologies that reduce costs and
dramatically increase efficiency in our
sector.

We agree because wie want our coun-
tries to use environmentally sustain-
able energy, promote the participation
of all sectors, and become a driving
force behind regional development
and, at the same time, hemispheric
development.

As never before, we must work on the
task of making our governments agree
on a strategic vision using the talent
and skills of the private sector. Energy
sector investment requirements go far
beyond the capacity of any single gov-
ernment to provide sufficient infra-
structure and meet the growing




demand of the population for goods
and services stemming from hydro-
carbons and electricity.

This fact forces us to reformulate the
participation and regulation schemes
to foster the involvement of private-
sector agents in energy activities,
which should be socially and eco-
nomically profitable, in order to guar-
antee the sector's growth.

Regarding this, the task of govern-
ments is clear: on the one hand, we
should strengthen legal and regulato-
ry frameworks where clear rules and
transparency can become the basis
for relationships hetween the public
and private sector, with strategic
guidelines that foster halanced and
optimal development, as well as a fis-
cal policy that is both effective and
efficient.

On the other hand, we have Lo build
long-term markets that will enable us
to overcome speculative inertia and
eventually generate regional and
world stability in energy production
and consumption.

Mew pricing formulas, free access to
markets and financing possibilities
will be the elements that are indis-
pensahle to ensure smooth sustain-
able aquilibrium for the sector,

In addition, in Mexico we have
nledged to fransform the companies
that constitute our country’s potential
in the sector into world-class compa-
nies, capable of competing in Mexico
and abroad for their size, efficiency,
administration, and productivity.
Thus, we will be reaching our core
objective, which is to give our coun-

try the possibility of real, long-term
energy sustainability.

The global context in which we are
interacting should enable us to take
advantage of aur common vision,
since we have made the commitment
to supply energy to our hemisphere,

We have to multiply our channels of
work and dialogue so that our local
experiences can become global pos-
sibilities for technological advance
and assimilation, as well as the build-
ing of a culture of rational use of ener-
ay and energy saving, which along
with observance of environmental
care can lead to a rise in production
at reasonable prices, in an environ-
ment of integration and commaon
ohjectives for the future.

It is for Mexico a great honor to have
you here with us today. | am confi-
dent that the results of your work will
be highly useful for our nations. |
would like to ratify the commitment of
the Secretariat of Energy of Mexico to
contribute o the efforts made by the
Americas Lo promote greater cooper-
ation, in-depth integration, and per-
manent communication and waork for
the good of our countries.

Orawn from the address delivared
by the Secretary of Energy of Mexi-
co, Erneste Martens-Rebolledo, at
the opening ceremiony of the Ener-
gy Business Forum of the Americas
af the Hemispheric Energy Initialive
in Mexico City on March 8, 2001.
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“..an Mexico, we have
pledged to transform
the companies thal
constitute our counlry’s
potential in the sector
inlo world-class
companies, capable of
competing in Mexico
and abroad for their
size, efficiency,
administration, and
productivity. Thus, we
will be reaching our
core objective, which 1s
to grve our couniry the
possibility of real, long-
lerm energy

sustainability.”
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OPEC: "
Cooperation
between
producers and
consumers

is inevitable
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he rapid and effective
T response given by the

Organization of the Petroleum
Exporting Countries (OPEC) to the
sharp price fluctuations that we have
witnessed over the last two years has
provided new impetus to the
Organization and highlights the
impartance of the role OPEC can per-
form in consolidating the market's
stability, to such an extent that many
observers are now speaking about a
resurgence of the Organization.

Although the achievements in stabi-
lizing the international oil market are
highly significant, there is still much
to be done in this area. This will con-
tinue to be the fundamental objective
of our efforts in the foreseeable future
and during my administration as
Secretary General of OPEC.

Basically, OPEC has altered its course
decisively and, as a result, is taking a
more proactive role, taking decisions
ahead of events instead of waiting for
these events to occur and then react-
ing after the fact,

Nevertheless, there seem to be some
sectors for which this position is not
altogether clear. It is highly ironic to
see how those who spoke out against
the Organization for taking too long to
act are now accusing it of acting pre-
maturely.

In any case, the final outcome is the
only response that is valid. To date,
recent decisions taken by OPEC have
contributed to keeping international
crude oil prices at between US522
and U53$28, that is, in the rangs that
the Organization has established as
its objective. This shows that these
decisions have been wise.

It is in this context that the decision to
cut back 1.5 million barrels per day of
oil output, which was taken last
January at the Organization’s 113"
Ministerial Conference, should be
viewed. The same can be said for the
decision taken at the meeting of
March 16.

In the year 2000, OPEC increased its
production on four consecutive occa-
sions, adding almost 4 million barrels
of crude oil to the market. This year,
we have retraced the steps we had
taken, but the objective has remainad
the same, namely, to consolidate the
market's stability.

0OPEC promotes enerqgy cooperation

In order to provide a sound basis for
securing market stability, it is essen-
tial that there be cooperation between
OPEC and independent producers, as
well as between producers and con-
SUMErs.

As for non-0PEC producers, Angola,
Mexico, Oman, and the Russian
Federation have been participating for
some time now as observers al the
OPEC meetings. At the same time,
decisions have been taken to support
the efforts made by the Organization,
whether to increase or reduce pro-
duction to stabilize the market.

At the meeting of March 16, two new
observers, Kazakhstan and Equatorial
Guinea, were added and attended an
OPEC Conference for the first time.
The increasing interest in OPEC on
the part of independent producers is
vet another demonstration of the
Organization's growing influence and
effectiveness.
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Dr. Ali Rodriguez-Araque,
Secretary General of the
Organization of the Petroleum
Exporting Countries (OPEC)

“In order lo provide a
sownd basis for secur-
ing market stability, it
15 essential that there be
cooperation between
OPLC and indepen-
dent producers, as well
as between producers

and consumers.”
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“After all, producers
and consumers are
tightly connected to
each other by a
relationship of
inlerdependence. Lel

us not forget that the

CONSUMEr 15 @ customer

Jor the producer.
Therefore, when the
customer suffers, this
exerts a negative
impact on the producer
as well. So we have no
alternative but to
understand each

other.”
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As for cooperation between produc-
ers and consumers, what is important
is that the two groups are no longer
viewing each other as rivals.

The meeting held in Riyadh, Saudi
Arahbia, at the end of last year, was a
milestone, and we hope we can con-
tinue increasing this cooperation in
the immediate future.

After all, producers and consumers
are tightly connected to each other
by a relationship of interdependence.
Let us not forget that the consumer is
a customer for the producer.
Therefore, when the customer suf-
fers, this exerts a negative impact on
the producer as well. This, of course,
also works the other way round. So
we have no alternative but to under-
stand each other.

How to fight against speculation

The efforts led by OPEC in oil pro-
duction should be complemented by
initiatives in other sectors, because
the price of crude oil is also affected
by a series of factors that have noth-
ing to do with striking a balance
hetween supply and demand. Among
these factors, an important one is
speculation.

Speculation on futures markets is the
outcome of many elements and
uncertainty is possibly the most
important. Different political and
geopolitical factors play different
roles, and they are often manipulated
by groups that are interested in dis-

torting prices and increasing their

BAMINgS.
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In order to respand ta the volatility of
futures markets, OFEC has been
studying the possibility of introducing
corrective mechanisms, such as our
price range, to reduce uncertainty.
The range of the band that | indicated,
between US$22 and USS28, has been
accepted by many CONSUMErs as rea-
sonable.

Furthermore, OPEC is starting to con-
sider the possibility of creating a new
crude oil marker. There is no plausi-
ble justification for the current pricing
scheme, based on three marker
crudes, namely, West Texas
Intermediate (WTI), Brent, and Dubai,
which together do not even account
for one million barrels per day of
internationally traded crude, com-
pared to the 22 million barrels of
crude that OPEG places on the world
market every day.

OPEC is concerned ahout the envi-
ranmental dehate

Environmental issues are becoming
increasingly impaortant, and the deci-
sions taken in this area will exert a
significant impact on the energy
industry’s future development.

Nevertheless, we should differentiate
the two sides of the same problem,
On the one hand, there is a genuine
concern for problems such as global
warming, pollution, rising sea levels,
and many other key topics.

The problem, however, also has
another side, which is less legitimate,
that is, the ideological campaign
being led by easily identifiable
sources that have specific interests,



such as those interested in defending
energy sources that campete with oil
as the warld’'s main fuel.

The message that OFEC has been
transmitting consistently in forums
organized under the aegis of the
United Mations Framework
Convention on Climate Change is ong
of genuine concern for the environ-
ment. Nevertheless, we are also
concerned about the inevitable eco-
nomic impacts that policies and
measures aimed at reducing green-
house gas emissions will have an our
member countries.

There is a substantial amount
of academic literature
confirming the con-
clusion that the
OPEC countries
constitute the
group that will suf-
fer the most from
existing proposals.
For example, OPEC
research suggests that

losses for the Organization's
members could amount up to US$E3
billion per year as a result of the
mechanical application of measures
aimed at reaching the goals set by
the Kyoto Protocol.

Current market situation

Coming back to the current situation
of the international oil market, there
are two major elements that should
he taken into account at this time.

The first is the approaching end of
winter in the northern hemisphere,

which brings with it a decline in oil
demand in the second half of the year,
owing to lower needs for heating fuel.
Meanwhile, the summer season, with
its higher road traffic and demand for
gasoline, has not yet begun. In fact,
various analysts are referring to a
possible drop of demand for crude
oil amounting to about 2 million bar-
rels per day over the next quarter.

The other element that should be high-

lighted is the performance of the U.S.

economy, whose pace of growth is

slowing down, although it is not clear

what effect this will have on oil

demand. What is clear, however, is

that the United States, which is

the waorld's largest oil

consumer, has en-

joyed an unpre-

cedented econom-

ic hoom over the

past decade. As

this growth de-

clines, the con-

sequences  for  oil

demand will have to be
negative.

If we take into account that what
accurs in the U.S. economy may gen-
erate impacts on the rest of the global
ecanamy, then oil demand will be
affected even further.

The decision taken by OPEC takes
these factors into account and is
aimed at striking a balance between
crude oil demand and supply, with
prices remaining inside the OPEC
range, that is, at a level that is con-
sidered positive not only for
producers but also for consumers.
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Growing importance of regional
cooperation

Finally, | would like to make a special
mention of the growing importance
that the different members of the
Organization are giving to the pro-
motion of regional energy business
and cooperation.

In the case of Latin America and the
Caribbean, the actions taken hy
Venezuela, my country and one of the
five founding members of the
Organization, should be emphasized.

On the one hand, Venezuela is active-
Iy looking for opportunities to
gstablish new energy business in
Latin America and the Caribbean; on
the other hand, it has increased its
level of economic aid to the region’s
neediest countries through the
Caracas Energy Agreement and the
San Jose Accord.

A higher level of cooperation and bet-
ter cooperation in the region’s energy
industry will no doubt redound to the
advantage of consumers and produc-
ers alike. This is how the responsible
actions taken by OPEC generates ben-
efits for the different players involved
in the oil business and energy activi-
ties in general.
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18 oil and gas areas will be up
for bidding in Neuquén

The Govarnment af the Province
of Meugueén will be starting up a
hidding pracess this year for 18
oil and gas areas. Initial invest-
ments amounting to US$100 mil-
lion have been envisaged, and it is
expecled that the initiative will
generate almost 1,000 jobs over
the next three vears. Nine compa-
nies are interested in participating
in the national and international
hidding process. According to the
Energqy  Under-Secretariat  of
Neuquén, this process is part of
this Argentinean province’s oil
development plan, which is start-
ing to be implemented after a year
of information and research work
for each reservoir,

Privatization of the eleciric power
generator

Privatization of the electric powar
generation (EPEC), located in the
city of Cdrdoba, has aroused the
interest of several companies. It is
expected that EPEC will be priva-
tized between May and June of
this year. The generation plants,
with a capacity of 600 MW, will be

needing investments for their
rehabilitation,

BOLIVIA

Gas exports from Bolivia to
Argentina

Mext year, Bolivia will be reactivat-
ing its gas exports to Argentina
after the Superintendence of
Hydrocarbons has authorized the
building of a new gas pipeline
hetween both countries. It has
been envisaged thal the gas
pipeline, whose capacity will
amount 1o more than 2.5 million
cubic meters, will start up its oper-
ations in the first three months of
2002, with an extension of 9 kilo-
meters to the border of Argentina,
starting in the gas field of
Madrejones {operated by Repsal-
¥PF). The project will be requiring
investments in the amount of
LSS3 million.

BRAZIL

Third Round of the National Petro-
leum Agency (ANP) has started

Brazil's Mational Petroleum Agency
(AMP) will be offering 53 blocks in
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the Third Round of Bidding for ail
and natural gas exploration and
production in Brazil, expected to
take place in the middle of the
year.

The blacks of this Third Round are
located in 12 of the country’s sed-
imentary areas; 10 blocks are
located onshore and 43 offshore.
0f the 43 offshore blocks, 12 are
located at depths under 400
meters and 371 in deep and ultra-
deep waters, some of which at
rmare than 3,000 meters, whera oil
production is a technological chal-
lenge for the companias.

The itinerary for promaoting this
Third Round will begin next
Movember in Rio de Janeiro, then
will continue to the cities of Perth,
Australia; Singapore; London,
England; Calgary, Canada; and
Houstan, U.S.A.

The State of Parana staris up
process to privatize COPEL

The Government of the State o
Farand has started the process o
privatizing the principal power util
ity that is still in the hands of th
public sector, the Parand Powe
Company {(COPEL), with assst

astimated at about US$2.5 hillion



With the publication of the interna-
tional invitation to bid, the govern-
ment is looking for companies that
will collaborate with the State in
the sale of the utility by providing
appraisal services to determine the
economic and financial worth of
the company and helping to set up
a structure for its sale.

GCOLOMBIA

L

New measures for oil sector lib-
eralization

The Ministry of Mines and Energy
of Colombia adopted new mea-
sures with respect to the pricing of
jet fuel and the use of multipur-
pose pipelines and the storage
infrastructure of Ecopetrol.

The multipurpose pipeline system
owned by Ecopetrol was openad
up for third-party participation,
and the exclusive multipurpose
pipelines of the refineries of
Ecopetrol corresponding to Pozos
Colorados (Galan and Buenaventu-
ra) and Yumbo were integrated
into the nationa! transport system,

Ecopetrol will guarantee fuel
importer access to the network
without any discrimination and will
strive to ensure that the domestic
price will reflect international avia-
tion fuel prices.

Furthermore, by means of Resolu-
tion 80188 of February 8, the own-
ars of fuel supply plants or termi-
nals that comply with legal
requirements were autharized to
lease these facilities partially or
totally to third parties.

Thus, one of the hottlenecks that
was preventing the arrival of new
wholesale fuel marketers into the
country was eliminated., and
efforts continue 1o be made to
obtain better prices and higher
product quality for end-users.

ECUADOR

Bidding for the sale of power util-
ities

At the end of next July, bidders will
be invited to participate in the bid-
ding process for the sale of 51%
of the shares of 19 power distribu-
tion utilities in Ecuador. To pro-
maote this sale, two teams of high-
ranking officials of the Ecuadorian
Government traveled ta the United
States and several countries of
Europe and Latin Ameérica in
March 2001,

For the sale, which has been
planned for the end of 2001, the
19 utilities have been divided into
four groups: the first has a power
bill of 2,326 gigawatis (1 GWh is
equivalent  te  one  million
megawsatts) and has 703,000 sub-
scribers; the second has a bill of
G677 GWh and 384,000 sub-
scribers; the third, 882 GWh and
411,000 subscribers; and the
fourth 585 GWh and 483.000
USRS,

Petroecuador prepares a new oil
round

The ninth round of international
hidding processes for the explo-
ration and production of 13 il and
gas blocks will focus on those
blocks that were not put up for
hidding during the eighth round
that took place in 1996, The state
oil campany of Ecuador {Petroe-
cuadar) is carrying out technical
and legal studies in order to make
the carresponding publication.
The blacks, located in the south-
gastern part of the country, have
potential reserves of about 1 bil-
lion barrels of heavy crude oil
between 10 and 22° AP

The Ministry of Energy and Mines
highlighted the importance of the
recently begun construction of the
Heavy Crude Qil Pipeline for this
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ninth round. [nvitations for this
international  bidding process
could be announced during the
second semester of 2001,

MEXICO

High investment for oil develop-
ment

The state oil company PEMEX has
reported that it plans to invest
US$36 billion for the development
of Mexico's oil industry during the
current six-year administration.

The investment surpasses by 76%
the one made during a pravious
similar peried. For the year 2001,
total planned investment amounts
to US$6.1 nillion.

NICARAGUA

]
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Bidding process for the explo-
ration of the marine hed

In February of this year, the
Micaraguan Energy Institute (INE)
announced a bidding process for
an exploration contract for
110,000 square kilometers of the
marine bed, which has aroused
the inlerest of several companies.

The area includes 80,000 square
kilometers of sea bed of the
Caribbean Sea and 30.000 square
kilometers offshare of Nicaragua's
Pacific seaboard. The winning
company would start exploring the
first semester of 2002, If the com-
mercial viability of the deposit is
confirmed. the company will have
a 20-year contract to develop it.

A Norwegian company had previ-
ously confirmed that there was oil
in the continental shelf of the
Caribbean Sea, after drilling in
more than 50,000 square kilome-
ters in the area.
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PERU

0il and gas contract in the Ama-
Zon region

The state oil company of Peru
(PERUPETRO) signed a cantract
with the Spanish company,
REPSOL, to explore and produce
hydrocarbons in the Amazon
department of Loreto, According
to the Ministry of Energy and
Mines of Peru, the structures of
the assigned area, which is along
the border with Ecuador, Colombia
and Brazil, have excellent chances
of holding commercial volumes of
oil and gas.

TRINIDAD AND TOBAGO

Morsk Hydro acquires offshore
hlock shares

The Morwegian energy and miner-
als group, Morsk Hydro, has
aciuired half of the 38% share
owned by Brazil's il state compa-
ny, Petrobras, in Trinidad and
Tobago's offshore exploration
block 27, The other participants in
the exploration concession are
British Petroleum (57%) and
Petrotrin (5%). Petrobras will
remain with a 19% share.

URUGUAY

26

MNew company will fransport gas
from Argeniina

The companies BG Group, Pan
American Energy, Wintershall, and
Transportadora Gas del Sur estab-
lished the company Gas Link S.A.
to carry gas from Argentina to
Uruguay, through the gas pipeline
that will be laid under the River
Flate. Gas Link will be taking gas

from the trunk gas pipelines from
Transportadora de Gas del Sur to
the Cruz del Sur Gas Pipeline sys-
tem to supply the departments of
Colonia, San José, Canelones, and
Montevideo.

The gas pipeline, which could start
up at the beginning of 2002, will
require a US$20 million invest-
ment, will be 40-kilometers long
and will have a capacity of 2 mil-
lion cubic meters per day.

VENEZUELA

New legislation promotes gas
business apportunities

The new legal framework for gas
permits  non-associated  gas
hydrocarbons exploration and pro-
duction activities, as well as the
processing, industrialization,
transpori,  distribution, and
domestic and foreign marketing of
both associated and non-associat-
ed gas, to be carried out not anly
by the State but also by the
domestic or foreign private sector
by means of mixed partnerships.

For exploration in Venezuela, there
are highly attractive regions far
non-associated gas onshore and
offshore.

The Law Governing Gas Hydrocar-
bons provides for a 20% royalty
calculated on the price of the well-
head gas. In order to promote
investments, the tax rate in this
sector has been cut from 67% to
34%.,

The policy of the Ministry of Ener-
gy and Mines is aimed at provid-
ing opportunities for the develop-
ment of gas as a business, with
the participation of private-sector
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capital and staff with a wide range
of experience in various disci-
plines in order to take advantage
of the appartunities that are being
visualized to carry out business
under different options, in the fol-
lowing areas;

* [on-associated gas explo-
ration and production

+ Expansion of transport and
distribution systems

= Expansion of liquid extraction
and processing capacity

= Methane gas purification

*  Transformation of gas into lig-
uid fuels

LATIN AMERICA

Spanish company bets on Latin
America

In Madrid, the largest Spanish
power utility, ENDESA, indicated
that by the year 2005 it intends to
secure a total of 11.5 million cus-
tomers in Latin America, a figure
that assumes a 20% increase over
the number of Latin American cus-
tomers it has at present.

The company’s main objective, at
first, is to upgrade its share of the
Brazilian market; it expecis fo
reach a 10% of the market quota
in generation and distribution in
this country.

To reach its objective by the vear
2005, the investment that ENDESA
has planned for this region
amounts to US33.78 billion.
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OLADE’s Executive Secretary, Dr.
Julio Herrera, presided the OLADE
delegation that traveled to four Euro-
pean countries in March 2001 in
order to present the Organization’s
projects and establish cooperation
ties for their implementation.

In Denmark, working meetings were
held with executive officers of UNEP-
RISE, an institution that brings
together the technical activities of the
United Nations Environment Pro-
gramme (UNEP) and those of the

nal Relations, and Relations with
Latin America.

In France, working meetings were
held with the executive directors of
the French Petroleum Institute
(IFP)/Beicip-Franlah and the Interna-
tional Energy Agency (IEA) where
OLADE's Executive Secretary also
presented the current status of ener-
gy sector development in Latin
America, the results of reforms, and
the region’s ties with the industrial-
ized world.

Possible
European
Union-OLADE
cooperation

Danish Research Institute (RISE), as
well as with representatives from the
Danish Cooperation Agency (DANI-
DA) and the Energy and Develop-
ment Forum (FED).

In Belgium, projects were submitted
to the Vice-President of the European
Commission (EG), Mrs. Loyola de
Palacio, and the EC’s Directors-Gen-
eral for Energy and Transport, Exter-

28

In Germany, working meetings,
coordinated by the German Techni-
cal Cooperation Agency (GTZ), were
divided between the public and pri-
vate sector.

In the former, OLADE’s projects were
presented to Germany’s Federal Min-
istries for Economic Cooperation and
Development (BMZ), Economy and
Technology, and Environment, as
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well as the Ministry of Economy of
the State of Nordrhein-Westfalen, the
German Financing Agency (KIW),
and the German Technical Coopera-
tion Agency (GTZ).

As for the private sector, meetings
were held with executive officers of
Pipeline Enginesring GmbH of Essen
and Siemens.

All of the institutions of the countries
that were visited welcomed OLADE's
proposals, which are part of its new
strategy and orientation. In the
majonty of these institutions, it was
agreed that negotiations would be
pursued immediately to draw up the
respeclive cooperation agreements,

The mission to the European coun-
tries was also a fine opportunity for
OLADE to reiterate its invitation to
the countries to become affiliated to
OLADE as Participating Countries
and to promote the participation of
European companies in OLADE's
forums.

In addition, OLADE took advantage
af the mission to disseminate the
Organization’s new strategy, vision,
mission, and objectives, which con-
tributed to conselidating a renewed
institutional image, characterized by
openness and the adequate insertion
of OLADE as an institution aimed at
integrating the energy sector of Latin
America and the Caribbean in a glob-
alized world.
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he Energy Business Farum of the
Tﬁmericas of the Hemispheric
Energy Initiative, which is aimed at
disseminating the progress made in
liberalizing the energy sector and high-
lighting the investment opportunities
in the hemisphere's energy sector,
took place on March 8, 2001 in Mexi-
co City.

Business Forum of
the Americas

The Forum was inaugurated by the
host of the event, the Energy Secretary
of Mexico, Mr. Ernesto Martens, who
spoke about his countrys energy
development.

The event was attended by Ministers,
Secrefaries, and Vice-Ministers of

Energy, as well as ministerial dele-

Energy Ministers and Secrataries, along with official delepates, svehanged oxperiences with reprasantativas of the pitvale sector
cegarding the recen! evalubion of the hemisphere s energy development.
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The Secretary of Energy of Maxico, Mr. Ernesto Martens feentar), with My Thomas £ MeLarly, Vice-Chairman of Kissinger
Melarty Assaciates (leit), and Dr. Julio Harrara, Executive Secretary of OLADE. at the Cnergy Busingss Forui
af the Americas that took place in Mexico City an March 8 2007,

gates, of Argentina. Belize, Bolivia,
Brazil, Canada, Chile, Colombia, Costa
Rica, Ecuador, El Salvador, Guatemala,
Honduras, Jamaica, Mexica,
Micaragua, Panama, Peru, St. Kitts &
Mevis, Trinidad and Tobago, the United
States of America, Uruguay. and

Venezuela.

The keynote lectures at the forum were
given by the LS. Secretary of Energy,
Mr. Spencer Abraham, who spoke
about the "Industry and its Challenges,
and the Minister of Natural Resources
of Canada, Mr. Ralph Goodale. whose
address referred to Canada’s role in the
hemisphere’s energy development,

The official delegates of the countries
and the representatives of the major
companies involved in energy sector
development exchanged opinions and
gxperiences regarding the sector's
recent evolution, especially focusing on
oil, gas, electricity, and renewable
sources of energy.

OLADE's Executive Secretary, Dr. Julio
Herrera, acted as moderator for the
topic ‘Dialogue between the Govern-
ment and Private Sector,” which permit-
ted a comparison of the two perspec-
tives an energy sector sustainability and
growth and contributed to converting
sector challenges into tangible solutions

and results for the benefit of the popu-
lation of the hemisphera’s nations.

During the Forum, the need to multiply
channels of work and dialogue was
highlighted so that local experiences
could be transformed into global possi-
bilities for technological pragress and
assimilation. It also underscored the
need to build a culture interested in the
rational use of energy and energy sav-
ing and in observing environmental
preservation principles, which would
lead to a rise in production at reason-
able prices in an environment of inte-
gration and comman objectives for the
future.
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COLOMBIA, ECUADOR, AND PERU GIVE PRIORITY
~TO ELECTRIC POWER INTERCONNECTION

- ot
i Ay

W, Gabriel Sdnchez, representative of the Ministar of Mines and Energy of Colombia, Mr. Pablo Terdn, Minister of Energy and Mines of
Ecuadorn and M Carlos Herrera, Minister of Energy and Mines of Pery, sign the Joint Declaration to promote electric power inlerconnsction
hetween their three counlries. Mr Juan José Castro, Head of the Executive Secretary’s Office of OLADE, Fernanda Mufoz, Under-
Secretary of Electrificalion of Ecuador, v Sergio Ugarta, Vice-Idinistar of Energy of Paru, are ohservers of the signing.

he electric power interconnection

will connect Colombia, Ecuador,
and Peru in a process of regional
energy integration. For this pur-
pose, the Ministers of Energy of the
three countries signed a Joint
Declaration highlighting the fact that
the interconnection is of comman
interest to them and a priority. The
agreement was signed at the Fifth
Hemispheric Meeting of Energy
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Ministers in Mexico City on March 9,
2001.

The Joint Declaration confirms that
OLADE should implement studies
on the harmonization of standard-
setting frameworks for the three
countries in order to ensure imple-
mentation of the international
interconnections as soon as possi-
ble.
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The Ministerial Declaration is the
culmination of a process that includ-
ed studies carried out by Hydro
Quebec International with support
from OLADE, which determined the
technical and financial feasibility of
the interconnection.

The agreements reached by the
three couniries in this Declaration
are indicated below:



To state that electric power
interconnections between
Colombia, Ecuador, and Peru are
of cormmon interest and a prior-
ity.

To promote and encourage the
gstablishment of a commaon
legal scheme to enable both nat-
ural persons and legal entities,
whether domestic or foreign,
public or private, to market,
export, import, and transport
electricity freely between and
within the three nations.

To state their commitment to
help facilitate the activities of

players on the electric power
export and import market, on
the basis of the physical energy
that is available, in keeping with
the legislation of the respective
States.

To promote the exchange of
information on electric power
markets and the commitment of
gach country to develop a
national infarmation system on
the electric power market, one
that is open, up-to-date, simple,
and easily accessible.

To designate a representative
from a government institution

Latin American Energy Orgameation « OLADE

from each country to represent
the country and act as coordi-
nator between the countries for
the institutions of each country
and OLADE, in an effort that will
lead to the installation of the
international interconnections.

To ratify OLADE's mandate to
implement the studies for the
harmonization of the standard-
setting frameworks of the three
countries in order to ensure
implementation of the interna-
tional interconnections as soon
as possible.

After sigaing the Joint Declaration, from left fo right, M. Gabris! Sanchez, representative of fie Minister of Mines and Ensrgy of
Cofombia; My Pablo Tevdn, Minister of Energy and Mines of Ecvador; O Julio Herrera, Executive Secretary of QLADE and Mr. Carlos
Herrera, Minister of Energy and Mines of Peru.
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OLADE’S EXECUTIVE SECRETARY
PRESENTS AN OVERVIEW OF THE
REGION’S ENERGY SECTOR AT A
CONFERENCE ORGANIZED
BY WEC AND DOE

gs in Latin America and the

Caribbean have not resolved
all the prablems and, because of this,
one should continue studying them in
depth and correcting undesirable
impacts until  second-generation
reforms can be implemented," said
OLADE™s Executive Secretary, Dr. Julio
Herrera, when he presented the out-
look for the region’s energy sector at
the Conference on the Role of Cleaner
Fossil Fuels Systems (CFSS) in Energy
Paverty Reduction for Latin America
and the Garibbean (LAC), organized by
the World Energy Council (WEC) under
the auspices of the U.S, Department of
Energy (DOE) in Rio de Janeiro, on
February 28-March 2, 2001.

L E nergy sector reform process-

Dr. Herrera indicated that, at the start of
the 21st century, reforms have
improved energy sector performance
in Latin America and the Caribbean.
According to OLADE's indicators, the
region is producing 8.0% of the world’s
gnergy, 6.8% of which it consumes
itself and 2.2% of which it exports
abroad.

Energy consumption in Latin America
and the Caribbean, which grew by
3.7% over the last decade, is still
viewed as low compared to that of
industrialized countries, and it is also
highly uneven among the region’s own

34

countries. This is due to the relatively
high differences in development
between the countries’ economies
because of poverty and low per capita
income of the population, which during
this period grew modestly by 1.2% and
prevented a more significant expan-
sion of markets for goods and services.
It is migleading to hope that, without a
more aggressive development process,
the region will be able to close the con-
sumption gap with the industrialized
countries and will hecome more fully
integrated into a globalized world.

Qil and products of Latin America and
the Caribbean account for 13.5% of
world reserves and 13.8% of produc-
tion. Itis the principal source of energy
for the region not only for domestic
consumption (48%) but also for
export, The main exporters to the rest
of the world are Venezuela, Mexico,
Colombia, Ecuador, and Trinidad and
Tobago, which together hold the high-
est surpluses and account for the high
growth of extra-regional trade {60%).

Natural gas in Latin America and the
Caribbean account for 5.7% of world
reserves and 7.7% of the world's gas
production. It is the second source of
energy consumed in the region
(22.0%). This percentage coincides
with the share of gas in world con-
sumption. The greatest impetus for

Organi zaci 6n Lati noaneri cana de Eneraqia

natural gas can be observed in the
enlarged Mercosur region, which
includes Bolivia and Chile, followed by
Colombia, Trinidad and Tobago,
Mexico, and Venezuela.

The coal of Latin America and the
Caribbean accounts for a small share of
the world's total coal, with reserves
amounting to 1.7% and production to
1.3%. Inthe world, coal ranks second
in the consumption matrix, whereas in
Latin America and the Caribbean it
ranks fifth (5.0% of total consump:
tion). It should be indicated that coal
from Colombia and Venezuela is note-
worthy for its excellent quality. Other
countries of the region are also coal
producers. The coal in our region is
essentially for export, as indicated by
its 140% growth over the last few
years.

The hydropower potential of Latin
America and the Caribbean is among
the highest in the world (22.7%), with
an installed capacity accounting for
19.6% of this potential, whereas in the
world installed capacity amounts to
21.8%. Electricity production in the
region accounts for 6.5% of world
total, and the region intensively uses its
hydropower generation capacity, which
accounts for 62.7% of total electricity
produced in the region. Energy sector
reforms, technological advances (com-



hined cycle generation with gas), and
lower investment risks compared to
hydropower plants have contributed
significantly to expanding thermoelec-
tric capacity using natural gas as
feadstock.

Furthermore, OLADE's Executive
Secretary emphasized that the region
has several pending tasks that it must
carry out in order to continue promot-
ing energy development.

Among these tasks, he noted the fol-
Jowing:

= Consolidate reforms and ensure the
insertion of Latin America and the
Caribbean an the world stage.

 Regional harmonization of requla-
fory framewaorks for the energy
sector.

= Protection and stimulation of invesi-
ments that are channeled to the
region’s energy sector.

» The wider use of efficient energy so
that it can become an instrument o
abate poverty without neglecting
environmental protection.

“The basic premise’ he added, "is that
not only entrepreneurs but also energy
policymakers and requlators must safe-
guard the investments that are made
by creating a favorable environment
that guarantees a reinvestment of the
garnings in the region and attracts fresh
investments.”

To do this, he stated, some basic
requirements have to be met to con-
solidate  reforms and clear up
uncertainties. He suggested the fol-
lowing actions:

» Elaborate a regional energy strategy
that recognizes the differences
between the subregions and coun-
tries of the continent, as a

contribution to the sustainable
development of the population

« Ratify the unavoidable responsibili-
ty of governments in formulating
energy policies that emphasize the
fine-tuning of legal, regulatory, and
supervisory frameworks that dis-
mantle obstacles to, and facilitate
the functioning of, regional markets
and free trade.

= Develop the expansion of knowledge
in order to provide the population
with sufficient skills to cope with
technological change and facilitate
the use of modern and efficient
equipment and tools.

= Facilitate access to new intangibles:
management capacity, organiza-
tional innovation, ways of marketing
and handling market diversity, pro-
viding consumers with a greater
freedom of choice.

» Promote the development of energy
potential and reserves by means of
natural gas and electricity inlercon-
nections in the region in order to
expand coverage, diversify energy
supply in the countries, and con-
trihute to reducing poverty.

» Promote the establishment of sub-
regional energy markets for
electricity and natural gas with a
regional scope.

s Give incentives to the use of all
forms of rengwable sources af ensr-
0y in the region.

OLADE's Executive Secretary highlight-
ed the fact that the problems that have
to be tackled require viewing energy
issues beyond the limited realm of tach-
nology or system operation because of
their many links to the social, econom-
ic and environmental aspects of the
region’s countrigs.

Latin Armerican Fnergy Organization » OLADE

"The basic premase is
that not only
entrepreneurs but also
energy policymakers
and regulators must
safeguard the
investmendts that are
made by creating a
[favorable environment
that guarantees a
reinvestment of the
earnings in the region
and altracts fresh

investments. "
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OLADESs Energy Report Analyzes
the Present and Future of the
Sector in Latin America and the
Caribbean

The Executive Secretary of OLADE, Dr, Julio Herrera, presents the Energy Repor! of Latin

P \7‘;//:

e

America and the Carthhean to infernational jourmalists and news agencies.

In OLADE’s Energy Repart, which was
presented to international journalists
and press services on February 2, 2001
by the Executive Secretary of OLADE,
Or. Julio Herrera, natural gas is
described as the energy source for the
future, the one that will be recording the
highest rates of expansion in consump-
tion in all of the subregions of Latin
America and the Caribbean.

The publication entitled Energy Report
of Latin America and the Caribbean
1999 and Forecasting 2000-2020
assesses the evolution of the energy
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sector of Latin America and the
Caribbean in the nineties and, regarding
this, asserts that averall results were in
line with the performance of the
ecanamies of the region’s countries.
The sector undertook specific changes
aimed at ensuring a broader share of
clean sources of energy in the energy
mix, increasing energy efficiency, and
granting the population access to ener-
gy services, as well as promoting the
trade of its energy products.

By 1990, energy consumption in the
region accounted for 7.9% of world
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total, and by the end of the nineties, this
share had risen to 8.43%. In terms of
world production, the region's share in
1980 amounted to 6.9%, and by 1994,
it accounted for 8.96%, which means a
30%: rize.

' . The continuous development of explo-

ration activities for the region’s natural
resources has enabled the region to
have a sufficient supply of energy avail-
able to meet increasing demand, to
such an extent that, during the nineties,

- there was 7 constant ratio of 2 to 1

between production and final consump-
tion of energy. These surpluses have
permitted the region to become an
impartant player on international mar-
kets. Between 1990 and 1999, oil
exports from the region’s countries
increased by B3%, whereas coal
axports rose by 140%. Nevertheless,
remanent reserves of these rasources
increased during these years; as a
result, a durability of more than 40
years has been estimated.

As for the electric power subsector, it
started the decade with an installed
capacity of 157 GW in the entire region
and a high share of close to 60% of
hydropower generation. By the end of
1999, power generation capacity had
risen by about 37%, amounting to 215



GW, and the share of hydroenergy had
declined to 56%.

Final energy consumption in the differ-
ent economic subsectors also reflects
major grawth in the nineties, comple-
mented by noteworthy results in energy
afficiency and in the use of sustainable
sources af energy. Energy consump-
tion per GDP unit in 1990 amounted to
2.34 barrels of oil equivalent for each
USH1.000 of GDP. whereas in 1999 this
indicator had risen to 2.28, which indi-
cales an improvement in efficiency,
gspecially in the industrial sector, for
which intensity was reduced from 2.3
10 2.17 during the decade.

THE YEAR 1999

As for the energy balance of Latin
America and the Caribbean, the Report
gstablishes that energy supply and
demand in Latin America and the
Caribbean during 1999 continued the
growth trend observed over the last few
years, although at rates that were lower
than the annual average for the nineties,
Supply of primary energy, that is, oil,
gas, coal, and biomass, rose by 1.65%,
compared to the average of 2.27% far
the decade. Total energy demand, on
the other hand, rose by 0.5%, com-
pared to an annual growth rate of
2.64%.

This situation stems from the combined
impacts of the performance of supply
of gach one of the energy sources and
demand in each one of the economic
subsectors. Oil production declined by
3.63% owing to the reduction of export
volumes that sought to curtail interna-
tional crude oil prices (from 9,632,000
10 9,282,000 barrels per day), whereas
natural gas increased its production by
3.39% as a result of policies for the
wider use of gas and programs for the
substitution for cleaner sources of ener-

gy

THE REGION'S ENERGY FUTURE

Although oil is currently the principal
primary source of energy in all the sub-
regions, natural gas expansion will be
very important in the Southern Cong,
the Andean Community, Mexico, and
the Caribbean.

This strong penetration of natural gas
in the energy matrices of the region’s
countries will be driven by three major
factors, among others: specific expan-
sion plans being implemented by the
governments of Argentina, Brazil,
Colombia, Chile, Trinidad and Tobago,
Venezuela and the Central American
countries; technological developments
in the gas sector motivated by pro-
longed cycles of high oil prices; and
electrification strategies which. in the
majority of the countries. will be devel-
oped using combined cycles with nat-
ural gas for technical, economic, and
environmental reasons.

As for hydropower and other renewable
sources of energy, the Report finds that
the region has a very high potential for
hydraulic resources that has not as yet
been lapped and which is distributed
among the different subregions with
complementary hydrological regimes
even in the same subregion. In order
to ensure that this hydroenergy poten-
tial is effectively used over the next 20
years, some meachanisms will have to
be developed 1o reduce the risks that
today are viewed by potential investars
as foo high compared to other projects
that compete with hydropower.

As far other renewable sources of enar-
oy, it is noteworthy that in the region
projects are being carried out to permit
remote rural populations that are far
from conventional power supply grids
to gain access to modern forms of
energy. This is occurring in Brazil,
Chile, and Central America. and the
overall impact that has been observed
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is the declining share of biomass and
its substitution for renewable sources
that are much more efficient, such as
solar energy, wind energy, or micro
hydropower plants.

The regian is making major efforts, and
this will not only permit an improve-
ment in the quality of living of the pop-
ulation but will also exert a positive
impact on the environment, since inef-
ficiently used biomass is being substi-
tuted for renewable sources of energy
that are used mare efficiently.

The RBeport concurs with Inter-Ameri-
can Development Bank (IDB) that the
energy scenario for Latin America and
the Caribbean over the next 20 years
can be summarized by five major chal-
lenges that should be tackled by the
region’s countries: the consolidation of
structural and regulatory reforms
undertaken in the nineties; the access
of all sectars of the population ta differ-
ent farms of energy supply; the deval-
opment of energy production and con-
sumption patterns that are compatible
with environmental preservation; the
capacity lo secure economic and finan-
cial resources to sustain sector expan-
sian; and an effective integration of sub-
regional and regional energy markets,
meaning the open market trade of ener-
gy products and services between the
countries.

These five objectives are strongly linked
ta each other and require that important
decisions be taken by those who are at
the head of energy policymaking in the
region’s countries.

In addition, the study includes analyses
that link regional energy development
to the economy, politics, and social wal-
fare.
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MINISTER OF ENERGY AND MINES OF PERU HOLDS
WORKING MEETING AT OLADE HEADQUARTERS

aaaaa
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On February 15, 2001, OLADE's Permanent Secretariat wel- In the picture, Minister Herrera-Descalzi, second from the left,
comed the Minister of Energy and Mines of Peru, Mr. Carlos  is accompanied by the Peruvian Ambassador to Ecuador, Dr.
Herrera-Descalzi, who held a working meeting with OLADE's  Oscar Maidrtua de Romafia. the Executive Secretary of
Executive Secretary, Dr. Julio Herrera, to analyze aspects of  OLADE, Dr. Julio Herrera, the Advisor to the Minister in
regional energy integration and to review the programs and International Affairs of the Ministry of Energy and Mines of
projects being implemented by OLADE to support the devel-  Peru, Dr. José Luis Brousset, and the First Secretary of the

opment of Peru’s energy sector in the framework of  Peruvian Embassy in Ecuador, Dr. Javier Prado.
integrative processes.

OFFICIAL VISIT BY THE CUBAN
AMBASSADOR TO ECUADOR

e

Dr. Eliana Diaz-Argiielles, Cuban Ambassador to Ecuador, made an official visit to the headquarters of the Latin
American Energy Organization on February 8, 2001.

She was received by the Executive Secretary of OLADE, Dr. Julio Herrera, with whom she exchanged viewpoints on
regional energy development and the integration of the countries of Latin America and the Caribbean.
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ACTIVITIES START UP FOR THE FIFTH MASTER’S DEGREE
PROGRAM IN ENERGY AND THE ENVIRONMENT

Activities for the Fifth Master’s Degree
Program in  Energy and the
Enviranment started on March 19,
2001 with the participation of 25 stu-
dents from Barbados, Baolivia, Ganada,
Colombia, Ecuador, Guyana, Jamaica,
Paraguay, Peru, and Venezuela.

The Program is being conducted joint-
Iy by OLADE and the University of
Calgary with support from the
Canadian International Development
Agency (CIDA) since 1996. Each
cycle involves full-time dedication of
the students for a period of 14 months
and, through courses and seminars
offered by professors from the
University of Calgary and recognized
Latin American universities and

OLADE consultants and experts, the
program provides specialized training
to professionals so that they can be at
the head of working teams far energy-
environmental projects.

After passing the courses and attend-
ing the seminars that are delivered at
OLADE headquarters and participat-
ing in the field tours in Ecuador and
other countries of Latin America and
the Caribbean, the students prepare
two research projects, an individual
project and a group project, as
requirements to earn a Master of
Science (M.Sc.) in Energy and the
Environment fram the University of
Calgary.
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The students of the Fith Masiers
Degree Program in Energy dind
Environment during their first class on
March 16, 20071,

Professar Allan R Cafioon, PHE,
Director of the OLADE-University af
Calpary Energy and Emvironment
Project
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OLADE’S EXECUTIVE SECRETARY PROPOSES
COLLABORATION AGREEMENTS WITH
UNIVERSITIES OF GUAYAQUIL

Working meeting with Dr. Julio Herrera, Execalive Secretary of OLADE, with Mr. Victor Bastidas, Presiden tof the Advanced Polvtachnic
University of the Coast (ESPOL), and chief officers of the Guayaguil university, to outline the parameters of an infer-institutional coopera-

fici agreement.

On January 29, 2001, the Executive
Secretary of OLADE, Dr. Julio Herrera,
visited the Advanced Palytechnic
University of the Coast (EPSOL} and the
Catholic University of the city of
Guayaguil in Ecuador to propoe pro-
fessional  training  cooperation
agreements with OLADE 1o the two uni-
versities.
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At the ESPOL, Dr. Herrera was received
by the President of the University, Mr.
Victor-Bastidas, and by the heads of the
institution’s academic units and research
centers,

At the Catholic University, he proposed
a cooperation agreement to the
President of the University, Dr. Vladimiro
Alvarez-Grau, and to the Vice-Prasident,
Dr. Michel Doumet-Anton.
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The chief officers of hoth ESPOL and
the Catholic University of Santiago de
Guayaquil decided to cantinue their con-
versations and to hold new working
meetings in order to drave up the respec-
tive agreements to define the framework
for collahoration activities.

One aof the compaonents of these agres-
ments will be the Certificate in Energy
and the Environment Program, which



is part of the training project that OLADE
and the University of Calgary. Canada
are conducting and which is aimed at
providing courses and seminars to mest
the specific needs of the different sub-
regions or countries of Latin America
and the Caribbean regarding energy
development and its ties to environ-
mental protection.

Since the Program seeks to decentral-
ize training activities, short courses and
seminars (six-seven weeks) will be pro-
vided in each one of the subregions of
Latin America and the Caribbean focus-

ing on general energy and environmen-
tal topics, as well as the specific prab-
lems of each subregion where the pro-
gram is being delivered. The courses
are given by University of Calgary and
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The authorties of ESPOL invited the
Executive Secretary of OLADE fo plant a
free iin a plantation for the conservation of
the guavacan, an endangered tropical
species. The President of the Palytachnic
institute, Mr. Bastidas, looks o,

local professars. The specific training
needs of each subregion have been
identified by means of a regional energy
sector training supply and demand
inventory of Latin America and the
Caribbean that was conducted by
OLADE with support from the Andean
Development Corporation (CAF).
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- FORUMS OF OLADE

Companies involved in the development of the energy sector of
Latin America and the Caribbean, as well as supervisory entities
and regulatory agencies of the oil and gas and electric power sub-
sectors, have expressed their interest in becoming part of the three

. forums established by OLADE’s XXXI Meeting of Ministers, which
will be carrving out their activities in the framework of the
Organization through the Permanent Secretariat.

et

~_+ The Energy Sector Business

7,

Ferum is cimed at facilitating

_ the analysis and discussion of
business opportunities, the

identification of obstacles to
investmeni, as well as the
exchange of experiences
among business associations,
chambers of production, and
private enterprise involved in
energy development in Latin

- America and the Caribbean.
Thus, this Forum shall be

called upon to become a

channel for a permanent dia-
logue between the public and

privale sectors and, as a

~ result, to foster the integration,
 Impetus, madernization, and
transformation of the region’s

energy sector.

-

%

The Forum of Supervisory Enti-
ties and Reguiatory Agencies
for Hydrocarbons Activities is
agimed at creating in Latin
America and the Caribbean,
and consolidating within the
framework of OLADE, a space
where existing regulations for
the oil and natural gas sector
can be reviewed, discussed
and improved, as well as pro-
moting the exchange of expe-
riences in order to optimize
the work of these institutions
and support the establish-
ment of agencies in the coun-
tries of Latin America and the
Caribbean that require them,
in order to contribute to the
development of the subsector
in the region.
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The Forum of Supervisory Enti-

ties and Regulatory Agencies
for Electric Power Activities is
aimed at creating in Latin
America and the Caribbean, |
and consolidating within the

framework of OLADE, a space
where existing regulations for’
the region’s electric power:

sector can be reviewed, dis-

cussed and improved, thus

promoting the exchange =vc§f

experiences in order o qpf:i;f

mize the work of existing insfi-
tutions and support the estab-

lishment of others in the
region’s countries that requi;e
them, in order fo conirihmg*’{gi
the development of the elac

fric power subsector.
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'BENEFITS FOR PUBLIC AND PRIVATE ENERGY SECTOR

COMPANIES AND SUPERVISORY AND REGULATORY

They shall have a forum to gain access to infor-
mation, exchange experiences, and ensure the
viability and implementation of business oppor-
tunities, where through OLADE they will be per-
manently in contact with energy ministries and
secretariats, regulatory and supervisory entities,
business associations, production chambers,
and public and private-sector companies
involved in the energy development of Latin
America and the Caribbean.

They shall be able to participate, free of charge,
in business sessions and activities that take
place in the framework of OLADE, the Energy
Conference of Latin America and the Caribbean
(Enerlac®), and the Conference of Europe, Latin
America and the Caribbean for Energy Develop-
ment (Eurelac®). They shall benefit from spe-
cial prices for the purchase of stands at the trade
shows and exhibitions organized alongside
Enerlac® and Eurolac®.

They shall have free access to a data base that is
updated on a permanent basis to record bidding
processes, invitations to bid, and requirements
for energy development projects in the countries
of Latin America and the Caribbean, as well as
the regulatory aspects of the energy sector of
these countries.

Through OLADE, they shall be able to obtain
technical advisory services for various develop-
ment, investment, and business prajects.

5.

10,

AGENCIES THAT ARE MEMBERS OF OLADE’S FORUMS

They shall participate in courses, seminars,
warkshops, and other technical events organized
by OLADE without paying any registration fee.

They shall obtain a half-scholarship for one of
their representatives for the courses of the Mas-
ter's Degree Program in Energy and the Environ-

ment that is being conducted by OLADE with the

University of Calgary.

They shall be given a free subscription to
OLADE's Energy-Economic Information System
(SIEE®) and shall receive new simulation and
forecasting sensitivity analysis software that is
incorporated into the System, as well as any

future innovations.

They shall be entitled to use, at a discount price,
the Electric Power Generation and System Inter-
connection Planning Model, the SUPER/OLADE-
BID®@,

They shall receive a free subscription to OLADE's
Energy Magazine and shall benefit from a 50%

discount on ad space in the magazine.

They shall receive all publications issued by
OLADE's Permanent Secratariat free of charge.
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The Energy Magazine, in
full color with a print run of
5,000, is issued quarterly in

Spanish and English.

It is distributed throughout
Latin America, the
Caribbean, North America,
and Europe to executives
of public and private
energy sectors, financiers,
industrialists, consultants,
and technical experts
involved in the region’s
development.

Ad rates

Space

Full page LS53 800

1/2 Page

144 Page Sx1ZE LM

Foct of page

Inside cover

Back cover 20 %28 cm

UES1 300

VYisit us on
Internet:

http:/fwww.olade.org.ec/publicaciones

.

For further information:
OLADE
Phones: (593-2) 598-122/597-995
Fax: (593-2) 531-691
E-mail: olade @oclade.org.ec’
P.O. Box 17-11-6413
Quito, Ecuador
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