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Editorial

IT IS INDISPENSABLE TO EXTEND REFORMS FURTHER AND GIVE A
HUMAN DIMENSION TO ENERGY

It is difficult to talk of energy
prospects in Latin American and the
Caribbean without referring to the
term “globalization” as a trend that
has been increasing international
interdependence. There are many
countries in the region that have
adopted the political decision of
inserting therselves in a “globalized
world” and that, in order to live in this
world, adopt its positive aspects, and
mitigate the adverse impacts it entails,
have carried out, or are in the pro-
cessing of carrying out, fundamental
reforms.

In this context, the reforms intro-
duced in the energy sector, although
they have not reached the same level
in all the countries of Latin America
and the Caribbean, have contributed
considerably to promoting and ensur-
ing the effectivenass of the region’s
integration process, because they
nave led to a restructuring of the sec-
tor's institutions, establishing regula-
tary agencies for natural monopolies,
making procedures mare dynamic
and transparent, establishing further
incentives and guarantees to promote
investments, and sponsoring the lib-
eralization of markets, which have
resulted in the considerable expan-
sion of business opportunities and
the active participation of new players.

Reform processes and the major
achievements obtained, however,
have nat addressed all the challenges
and problems that have appeared in
the development of the energy sector
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in Latin America and the Caribbean.
It is indispensable to continue the
above-mentioned processes, making
the corrections that are neaded in
order to reach a second generation of
reforms that can consolidate the
sound results that have already been
reached and promote further suc-
Cess.

The players of the region’s energy
development have a major challenge
befare them. To tackle it they must
be creative and timely, because it
involves safeguarding the invest-
ments that have been made, for
which purpose it is essential to create
a favorable environment, one that
altracts fresh investrments while giv-
ing incentives ta the reinvestment of
profits.

This is where the urgency appears. It
must be taken into account that the
notion of time in the region's coun-
tries is different from that in the indus-
trialized world. It differs in terms of
speed of decision making and in how
problems are tackled. Some coun-
tries of the region are reaching matu-
rity and are entering the post-reform
stage. Others are just beginning.
This disparity could affect the com-
petitiveness of the region as a whole,
but it also entails positive aspects
such as the avoidance of a single
blanket model. which is contributing
to enriching the region’s energy devel-
opment process.

It is therefore necessary to speed up
the modernization of institutions and
processes, reconciling the interests of
all the players invalved in the energy
activities and business of our coun-
tries.

This scenario should also consider
something essential, namely, that
energy with its traditional or new,
clean, and renewable sources of ener-
gy, economic growth, sustainable
development, globalization, and so
many other concepts that have dom-
inated international scenarios and
forums cannat fullly accomplish their
purpose if we end up by having men
and women who are underdevel-
oped, depressed, living in poverty, stil
using firewood or dung as their pri-
mary source of energy, and without a
decent future in which to raise their
farnily in a society that can safeguard
elementary human values. For those
of us whose activities focus on ener-
gy, this viewpoint has led us to a
adopt a stance aimed at giving a
human dimension to energy so that
it can pave the road to growth for
mankind and society.

II'.:
Jemn®

T JULIO HERRERA

Exgcutive Secrefary



ENERGY MARKET
LIBERALIZATION IN THE
EUROPEAN UNION

By Loyola de Palacio,
Vice-President of the European Commission

p until two decades ago, gas
U and electric power markets of

the current 15 Member States
of the European Union (EU) were char-
acterized by being closed and exclu-
sively restricted to national territories.
The energy industry functioned as a
real monopoly or on the basis of an
oligopalistic scheme with previously
allocated market quotas, hardly any
room for competition, and everything
controlled directly by the respective
governments. The fabric of energy
industry was marked by a vertical
scheme that frequently integrated all
processes, from generation to distrib-
ution, also including the transport seg-
ment,

Obviously, this energy model was notin
line with European proposals for inte-
gration of the Member States and the
creation of a single European energy
market. A new model had to be adopt-
ed whera competition and free market
conditions could find adequate oppor-
tunitins.

This market liberalization process per-

mitting competition was inaugurated in
1998 for the electric power sector with
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the adoption of Community norms
{Directive on common standards for
the single electric power market) and,
analogously, for the gas sector in 2000
with the adoption of the Directive on
commaon standards for the single gas
market.

Thus, today, it can be openly asserted
that competition in the electric power
market is already a reality in the
European Union (EU). This achieve-
ment is important. Electric power
generation in the EU is totally open to
competition. Regarding electric power
consumption, two thirds of electric
power demand are already open to
competition. The first benefits are also
apparent; concretely, the introduction of
criteria for competition has led to an
impressive decline in consumer prices.

As for gas, the initial experience has
also been positive. In fact, the Member
States have incorporated Community
standards regarding opening up to
competition on the gas market in their
respective national norms and have
gven gone beyond the minimum
requirements established by the
European norms in order to move
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toward total market liberalization. At
present, it can he asserted that 70% of
gas demand is already open to compe-
tition throughout Europe.

Although these initial experiences have
vielded highly positive results, it is
only the beginning. There still are
major questions to be considered and,
to do this, it is necessary to continue
waorking in order to ensure the cre-
ation of a single European market
envisaging an important rise in gas
and electric power trade between the
countries of the European Union. For
this purpose, the Commission has
recently considered the advisahility of
adopting new measures to move
toward greater liberalization of nation-
al markets.



Loyola de Palacio
Vice-President of the
European Commission

As a result, the Commission has sub-
mitted to the Heads of State and
Government at the recent European
Council of Stockholm™ a set of propos-
als which takes the above-mentioned
objectives very much into considera-
tion. In these proposals, four essential
aspects are considered: complete mar-
ket liberalization, the need to guarantee
nondiscriminatory access to networks,
public service objectives, and supply
security.

* Complete market liberalization
involves the obligation of spreading
these advantages to the entire
industry of Europe, including small
and medium-sized enterprises and
househaolds, which in the majority of
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the countries of the European Union
currently do not have the option to
choose their electricity or gas sup-
plier.

The European Commission believes
that suitable conditions do exist for
the full opening up of the energy
market in the European Union, and
in the framework of this perception.
the large majority of the member
States have already decided to
undertake this process progressive-
ly. The Commissicn is proposing a
two-pranged approach to this lib-
gralization: the opening up to
competition for all industrial cus-
tomers in the year 2003 in the
electric power sector and in 2004 in
the gas sector and for all residential
customers in the vear 2005, Thesa
ohjectives are ambitious but feasi-
ble, in view of the experience that
has been acquired and the will of
the Member States.

» Second, in order to set up a real
market, access to transmission and
distribution grids must be guaran-
teed in equitable conditions for
qualified customers,? without which
there cannot be any authentic com-
petition. In fact, the customers of
these two sectors indicated that the
importance of this aspect is equal
to, or even greater than, that of the
mere figures on market liberaliza-
tion.

In the framework of the European
Union, the Commission is propos-
ing norms guaranteeing that
network rates he set, published, and
tested by an independent regulato-
ry organization (as already dong in
14 member States) and that power
transmission and distribution utili-
ties operate independently of
production and sales utilities, even
when their owner is one single
group of companies. The proposal
is therefore advocating a judicial or
legal breakup, which will no doubt
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go beyond the requirements of a
hreakup that merely involves the
accounting of the utilities, which is
currently in force in the European
Union's standards.

Third, public service objectives are
an integral part of the domestic
energy market and should not in
any way be viewed as incom-
patible  with  market
liberalization. In fact,
the Commission has
made a detailed
comparative
assessment, high-
lighting evidence
that in countries
that have com-
pletely opened up &
their markets, ser-
vice quality  has
improved and has become amaong
the best in the European Union,
thanks to effective regulation,

Qur proposals are based on these
advances, keep existing safeguard
measures and add three maore,
namely: the obligation of member
States to guarantee universal ser-
vice in the electric power sector; the
ohligation to adopt adegquate mea-
sures to protect consumers,
especially the most vulnerable; and
the introduction of a confinuous
comparative evaluation process in
the public services sector,
European citizans enjoy the highest
levels of public service protection
in the world; these proposals intend
to maintain and consolidate these
achisvements,

Finally, energy supply security is
an integral part of the present set of
measures and is also a primary
aspect of energy policy for the
Furopean Union, since it highlights
the recently adeopted European
Commission's Green Paper on this
matter. The dangers that lie in wait
for us if we neglect this aspect have
become  clearly  manifest in

California. The mistakes that were
made there, that is, artificially con-
straining the construction of new
production capacity in a market that
was recording rapid growth, liber-
alizing without drawing up timely
agreements with neighboring States
ar creating a mandatory electric
power reserve, have not been made
hierg in the European Union, as
sector experts have
already recog-

: nized.  The
formula of
creating
an inte-
grated
a n d
intercon-
nected
damestic
market not
anly avoids these errors, but alsa
enhances supply security by offer-
ing consumers the possibility of
choosing their supplier. Despite
this, it is important to be alert so as
to prevent problems, such as those
in Galifornia, from arising in Europe.

For this purpose, new proposals for
European norms advocate a series
of provisions incorporating appro-
priate monitoring of the halance on
markets and offering the possibility
of launching public tenders to
enlarge electricity production capac-
ity, as a rapid and flexible response
mechanism, to address a hypothet-
ical rise in demand beyond electric
power production capacity, which
is highly unlikely in the current con-
text of Europe’s energy market,

These new legislative proposals con-
stitute a well-balanced set of measures
whereby consumers, citizens, and
companies (both SM3Es and large
enterprises) will be enjoying the advan-
tages of an authentic domestic energy
market in the European Union.
Achieving this market, however, is not
an objective initself. It is necessary to
ensure that this opening up to compe-
titien does  not  endanger the
achievement of other important objec-
tives for the European Unian such as
environmental protection, supply secu-
rity, and other types of social concerns,
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As for environmental protection, the
gvidence shows that market liberaliza-
tion has coniributed to reducing
greenhouse gases thanks to the
incorporation of new tech-
nologies in new power
stations while more obso-
lete  and inefficient
production units were dis-
mantled.

All of this is highly promising,
but the decline of energy prices
invalves certain queries on the com-
petitiveness of renewable sources of
gnergy  and  energy  efficiency.
Community proposals regarding these
issues have already been submitted and
the European Commission is determined
to continue its wark in this priority field.
These proposals are aimed at ensuring
that the Eurgpean Union will have 12% of
the European energy market rely on
renewable sources of energy by the vear
2010.

The final part of this set of measures
addresses the need for the creation of an
authentic domestic market at the heart
of the European Union. Existing requ-
lations in themselves run the risk of
creating 15 juxtaposed markets (as many
as there are States in the European
Union), rather than a genuine single
domestic market in Europe.

To do this we will have to provide effec-
tive standards that regulate cross-horder
trade and facilitate the trade of electrici-
1y and gas between all of the countries
that are part of the EU. We have made
considerable progress in this area. In
fact, the Community is very much ahead
of other countries, such as the United
otates. Nevertheless, further progress
has to be made so as to ensure, for
example, that the infrastructure needed
to facilitate border trade exists and is
developed. Regarding this. the Com-
mission will be preparing a European
Infrastructure Plan to tackle this ques-
tion.

Second, the development of a single
internal market for the EU requires a set
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0
sound,
fair,  and
simple  standards.
This set of norms mainly
involves the establishment of
rates applied to cross-horder
transactions and regulato-
ry procedures for the
interconnection
capacities
betwean the
Member
States  of
the EU. SR S
This sel
af mea-
sures will
defini-
tively offer
new  ap-
portunities
not only to
European citizens
but also to European com-
panies, guaranteeing their funda-
mental rights at the same time.

Notes

1 Half-yearly meeting of Heads of
State and Government of the
European Union.

2 Qualified customers include hoth
power generation operators and
consumers who reach certain levels
of consumption set by community
narms.
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INTRODUCTION

Starting in 1882 and especially in the
nineties, the electric power sectors in
Latin America underwent a series of
structural and regulatory changes,
some of which are still in the process of
being analyzed and developed. The
most relevant characteristics of this
phase have been the regulatory seg-
mentation of industry activities, the
evolution toward the participation of
private-sector investment, and the open
access to networks. A result of these
changes has been the development of
international interconnections and the
regional trade of electricity and natural
gas. Seen from the standpoint of a
country and its electric power system
as a whole, the success of the power
sector's transfarmation requires achiey-
ing reasonable tariffs for the country's
supply costs, cansolidating supply
security, and ensuring sector financing
and sustainability withaut heavy invest-
ment from the State.

This transformation in the countries of
Latin America is characterized by sim-
ilarities that bring them together and
differentiate them from other electric
power deregulation processes in the
warld. The purpose of the transforma-
tion has not been solely to take
investments in the electric power sec-
tor but also to ensure that the
investment is efficient and dynamic and
that the benefits of these efficiencies
are transferred to end-user raies.

In Latin America, the road to regional
electric power integration requires that
requlatory similarities be taken advan-
tage of. Although the sovereignty of
each country to define the sector’s
detailed design and its energy policy
must be respected, there are key com-
ponents that require compatibility and
reciprocity, such as the open and
nondiscriminatory access to networks,
quality and security standards, criteria
and requirements for the firmness and

o
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interruptibility of electric power trade
between the ufilities of different coun-
tries and capacity management in
international interconnections.

The present paper analyzes the key reg-
ulatory components to continue
advancing toward regional electric
power integration. The objective in the
regionalization phase requires that
improvements continue to be made in
quantitative and qualitative efficiency
and that the benefits of this improve-
ment be transferred to the end-user via
rates and service quality.

PRIVATE-SECTOR PARTICIPATION

Transformation of electric power sec-
tors in Latin America has been in part
a result of the lack of investment and
financing problems of public enter-
prises. Inthe search of mechanisms to
facilitate the participation of private
investment in the sector, two types of
solutions have been implemented.

a. Competition for investment: the
independent producer

This solution keeps the monopoly of
the integrated public utility(ies)
involved in power marketing, distribu-
tion, and transmission but gives new
companies opportunities io compete
for invesiments in power generation
activities, which we will refer to here-
inafter as the independent producer.

A private company enters as an inde-
pendent producer if it manages to draw
up a long-term contract (typically for
the duration of the useful life of gener-
ation) with the company that holds the
buyer monopoly. The “regulation” for
the private sector (operation, dispatch,
prices, etc.) is defined by the clauses of
its contract. The basic principle has
heen to guarantee the financing of new
investments in generation without



involving the State as investor or
financing agent,

In view of the period of time that this
type of contract is in force. its design
and characteristics become the critical
component to guarantee the necessary
flexibility and to minimize the risk of
potential conflicts.

This model is being used today by
Mexico and Honduras and, in certain
cases, by Costa Rica. |t was also used
in other countries of Latin America
prior to the transformation and imple-
mentation of wholesale markets (for
example, Ecuador, Guatemala, El
Salvador, Nicaragua, and Panama).

h. Markets of competition and open
access to networks

This solution depends on the estab-
lishment of competitive markets

8

wherever possible under the assump-
tion that, if competition is promaoted
and achieved, the results will be high-
er efficiency and lower prices. For the
natural monopolies of networks, a tar-
iff-setting requlation along with quality
schemes is defined.

Private-sector participation is achieved
by defining a predictable and transpar-
ent regulatory framework not only for
system operation and dispatch but also
trade rules. Generation is converted
into a venture whereas network ser-
vices guarantee profitability to the
extent that the company provides ser-
vice with regulated quality.

The design and regulation of the whole-
sale market becomeas crucial hecause:

= Technical and operating rules
should have all the necessary com-
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ponents to guarantee compliance
with quality and security criteria.

« Economic signals arising from
trade rules should foster efficient
development of the sector and
attract the private-sector invest-
ment that is required.

* The trade rules and quality obliga-
tions should ensure that maximizing
the benefits of the sector’s compa-
nies is in keeping with investment
needs for safe and high-guality sup-
ply and with the required operation
and availability to cover supply at
reasonable prices.

In the majority of cases, the sectar’s
new structure, as well as its regulation,
was the consequence of actions under-
taken by the Government as part of a
palicy for restructuring, quality
improvement and supply security, and
in general industry privatization. These
new rules and the design of the eco-
nomic regime therefore reflect the
Government's policy for the electric
power sector, thus starting a regula-
tion based on technical and operational
obligations and economic signals.

The wholesale markets created in Latin
America are not completely free but
rather they are part of a detailed regula-
tory framework that prevents the
commercial interests of a company from
jeopardizing the system's security.
Commercial aspects are also regulated:
the types of commercial operations that
are allowed, the criteria and methodolo-
gies for approving pricas, economic
trade systems, settlements, and pay-
ment obligations.

One of the basic principles of wholesale
markets in Latin America is that cost
reduction and the higher efficiency
achieved by new regulation and com-
petition must be transferred to end-user
rates so that the consumers can become



the principal beneficiaries of the trans-
formation.

Typically, the model includes a short-
term market (or spot market) with
prices that reflect the short-term link-
age betwsen available generation and
demand. It also includes a contract
market where market agents or partic-
ipants can agree upon future purchase
and sale conditions and protect the
market from short-term price valatility.

MARKET MODELS AND NATIONMAL
ELECTRIC POWER REGULATION

The transformation of the electric
power sectors in Latin America toward
competitive markets started in 1982 in
Chile, when the Law restructuring the
sector was passed, although at first
awnership by the State was maintained.
Restructuring, transformation, and pri-
vatization processes progressed and
were very active in the nineties, through
the enactment of new legal and requla-
tory  frameworks, for example,
Argentina (1992), Peru (1993), Bolivia
and Colombia (1994), Guatemala
(1996), Panama (1997), £l Salvador
{1997), and Nicaragua (1998).
Although privatization was an impor-
tant component, there still are
state-owned or provincial or municipal
enterprises in the new markets, with
competition between public and private
Utilities.

In general, sector regulation was
defined through a framework law and
its regulations at the initiative of the
State. This hierarchical framewark is
complemented by procedures and stan-
dards in greater defail,

Electric power industry activities are
broken up into generation, transmis-
sion, and distribution. In addition, in
some countries, marketing activities
were differentiated from network dis-
tribution, with the possibility of

specialized marketers, that is, a com-
pany that holds no assets in the sector,
but exclusively carries out marketing
activities.

An end-user category is established,
referred to as free consumer, that is,
wha has the freedom of choosing who
te buy from and how. In the majority of
cases, this liberation of demand is
being done gradually, starting with the
largest consumers and moving ahead
over time toward those with lower
demand. Except in El Salvador, where
all the end-users have been liberated,
there are at present two types of end-
users: the captive consumer who is
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others, the already existing National
Dispatch Center was kepl and it was
assigned the additional function of
administering the market’s commercial
aspects. This System Operator and
Market Administrator may be an inde-
pendent company (for example,
Argentina, Bolivia, Guatemala, El
Salvador, Brazil) or an entity inside a
sector company, typically the trans-
mission utility (for example, Colombia,!
Panama, Nicaragua).

A5 & rule, the principle of economical
dispatch is established among the pri-
orities that define the quality and
security criteria, as well as the mecha-

“The wholesale markels created in Latin
America are not complelely [ree but rather
they are part of a detailed regulatory
framework thal prevents the commercial
interests of a company from jeopardizang
the system’s securily”

obliged to buy from the distributor to
whose network he is connected and the
free consumer who is entitled io
choose.

An entity in charge of the system's
operation and administering the whole-
sale market is established. Generally
speaking, to do this, the structure, staff
and/or software of the MNational
Dispaich Center that already existed
were used. Insome cases, a new inde-
pendent entity was created and, in
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nisms for the administration of network
cangestion and generation farced by
restrictions. The dispatch is related o
variable thermal costs and watar valu-
ation, although in two countries it is
based on daily supplies that permit
opportunity costs: Colombia and El
Salvadaor,

The contracts are typically financial and
cannot affect economic dispaich. There
are exceptions such as contracts with
preexisting energy take-or-pay condi-



istrator.

supply to consumers is paid.

their distribution network.

mum regulated rates.

Regulatory differences

Although the markets created in Latin America are based on the marginalist theory and share the same economic
principles of efficiency and competition, each one is different in the details of their implementation. In particular,
the differences lie in the following aspects:

= The way in which the sector is organized, the wholesale market and its system operator and/or market admin-
=  The degree of sector segmentation.
» The degree of participation and liberty of each type of market participant (or agent).

»  The way in which generation supply is made and shori-term energy prices are approved.

« The way in which power generation capacity is remunerated and the requirement associated to guaranteging

*  The degree of liberation of the end-user. _
« The obligations of the distributor with respect to guaranteeing the supply of captive consumers connected to

« The methodology defining wholesale purchase costs that are authorized for transfer to the distributor's maxi-

tions hefore the start-up of the whole-
sale market or in Bl Salvador where
bilateral physical contracts {nondis-
patchable) are permitted.

A short-term market is created for
energy, with prices and transactions
that are typically on an hourly basis,
which strikes a balance between, and
reconciles, general and real measured
consumption and the purchases and
sales previously agreed upon by con-
ract. Administration of this market is
generally based on the dispatch that
was made or an ideal dispatch. In the
case of El Salvador, this market (sys-
tem’s requlatory market) exclusively
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covers that which has not already been
dispatched by physical contracts.

An additional remuneration linked to
powver capacity (power generation capac-
ity) is defined. To do this, in general, a
price is regulated, either through a fixed
valued or a calculation formula and a
methodology or criterion is established
to assign the generation capacity to be
remunerated. One single country has a
market with any type of explicit payment
for generation capacity: El Salvador.

The role of the distributor is regulated
in terms of its supply obligation and/or
its obligation to contract. There are
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regulations and methodologies that
limit what the distributor is entitled to
transfer as wholesale costs to the max-
imum regulated tariffs.

The way in which “the right” to sell
power capacity is assigned in an elec-
tric power market in Latin America is a
critical subject for the development of
new international interconnections and
regional energy integration.

Indead, the financing of regional net-
works or international interconnections
requires firm exchanges that justify it
physically and financially. The possible
apportunity exchanges between coun-



“One of the basic
principles of
wholesale markets
im Latin America
is that cost
reduction and the
higher efficiency
achieved by new
regulation and
competition must
be transferred to
end-user rates so
that the
CONSUMErS can
become the
principal
beneficiaries of the
transformation”

tries cannot praduce this type of devel-
opment. A long-term investment such
as that for an international interconnec-
fion can be made with private
investment but needs to be justified and
guaranteed through firm exchanges
(contracts). Since the firmness of the
exchange is generally associated with
power capacity and the related supply
guarantee, it is necessary that each
country use a nondiscriminatory
methodology to clearly establish the
requirements so that an installed gen-
eration in another country can sell firmly
and thus promote regional optimization
of energy resources and the viahility of
a regional network of interconnections.

REGIONAL INTEGRATION

In each country of Latin America, rules
or characteristics of the design of its
glectric power sector that are similar
have emerged, facilitating electric
power trade and regional electric
power integration.  Other rules and
characteristics that differentiate them
have also emerged, reflecting the dif-
ferent realities of each country, as well
as the concerns and principal objec-
tives of each regulatary State. Each
country defines its own energy policy
and regulates its electric power sector
on the basis of its national and region-
al outlook with respect to the
availability and use of its energy
resources, characteristics, and require-
ments for supply security, service
guality, and regional insertion strategy.

The fact is that national regulations are
different, there are countries that have
not implemented open competitive
markets, and each country has the sov-
ereign right to choose the form and
opportunity of doing so or not. Even
then, regional electric power integra-
tion can bring many benefits to each
country, regardless of the type of struc-
ture and organization of its electric
power sector, and there is a wide range
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for expanding the scope and efficiency
of electric power transactions, even in
conditions of regulatory diversity.

[n some cases, the transformation
processes that were tackled seem to
have stapped in their first stage, the
transformation of the national electric
power sector, without completing the
course toward regionalization and inte-
gration that is required to achieve
higher levels of efficiency and compe-
tition. Mational regulations have to
promote the electric power market so
that it can extend beyond national bor-
ders in order to advance in the
development of regional networks and
exchanges that maximize access to
greater competition {larger number of
buyers and sellers), access to efficient
extranational resources, rise in supply
security, and the sharing of resarves.

To tackle the stage of electric power
integration requires will and the sharing
of electric power imports and exports, in
the framework of an adequate regulato-
ry design; il is not an “evil” henefiting
only a few companies but rather it will
benefit all end-users and guarantes elec-
tric power supply and development.

Note

+ Colombia has decided to separate
ISA’s Dispatch Center and is in the
process of carrying out this sepa-
ration,

The authors, who are nationals of
Argentina, are consultants special-
izing in electric power sector
requlation, whose activities take
place in energy markets, entity ded-
icated to consulting services and
studies and energy sector develo-
ment.

The complete study includes the
description of wholesale market
cases in the countries of Latin
America and the Caribbean.
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Introduction

he relationships betwesn indige-
T nous peoples and oil and gas

companies regarding the latter's
activities in environmentally and social-
ly sensitive areas have traditionally been
difficult. Cver the last few years. opera-
tors have had to start up consultation
and participation processes with the
indigenous people. oftentimes at their
own initiative, and to procead with com-
pensations, without the benefit of any
standard-setting framework to define
precise rules of the game. As for the
ancestral indigenous nations inhabiting
these regions, they are making increas-
ingly elaborate claims that include,
amang others, recognition of their terri-
torial rights and the preservation of their
culture.

For all parties involved, it is important
thal there be greater intervention of the
otate, exercising its regulatory and
supervisory obligations enforcing stan-
dards and agreements.

The present article highlights the
importance of recognizing and pro-
moting the participation of indigenous
peoples in the development of energy
in Latin America. The criteria, achieve-
ments, and partial results of the Ener-
gy, Environment and Population Pro-
gram that is being conducted by
OLADE, the World Bank, the Coordina-
tor of the Indigenous Organization of
the Arnazon River Basin (COICA), the
Regional Association of Oil and Natur-
al Gas Companies in Latin America and
the Caribbean {ARPEL), and various
international cooperation institutions
will be taken as a reference to address
the challenge of developing an oil and
gas industry that is compatible with
the basic objectives of sustainability.
Without ignoring the relevance of other
necessary factors and attitudes,
gmphasis will be laid on regulation as
an instrument to promote participation
and to provide a basic framework of
understanding among players.

Regulation as a tool of the process:
current status and aspects to be con-
sidered

Without ignoring the problems of
effectively enforcing legal provisions,
the role of Law as a regulator of social
coexistence cannot be ignored.
Although the validity of laws and requ-
lations alone does nol guarantae
attainment of their agreed objectives
{such as sustainable development, for
example), it nevertheless does confer
a minimum mandatory framework of
rights, obligations, functions, actions
and narms for procedure and compli-
ance. In contrast to “sound practices”
or a "proactive attitude,” whose advis-
ability is not being
guestioned by any-
one  but  which
depend on the good
will of the subjects
involved, legal
norms can indeed
be enforced. That
is why they are so
attractive.

In the topic that is
being addressed by
the present article,
il is noteworthy that
in the region there
is an abundance of
legislation regard-
ing the participation
of citizens, especial-
Iy with respect to
environmental pro-
tection. Some con-
stitutions have
already recognized
the general right of citizens to partici-
pate in national development.

In the specific case of indigenous par-
ticipation, at least 11 countries of Latin
America and the Caribbean have rati-
fied Convention 169 of the Internation-
al Labor Organization which provides
that these people (indigenous and trib-
al) should participate in the formula-
tion, implementation, and evaluation of

Latin Amencan Energy Organization » OLADE
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the national and regional plans and
programs that are capable of affecting
them directly.

In the specific case of land settled by
indigenous people, whose ground
halds resources that are exclusively
owned by the State, such as oil and
gas, the Convention instructs the gov-
ernments to “...establish ar maintain
procedures through which they shall
consult these peoples, with a view to
ascertaining whether and to what
degree their interests would be preju-
diced before undertaking or permitting
any programmes for the exploration or
gxploitation of such resources pertain-
ing to their lands.”

At the national level, Bolivia, in addition
to having ratified ILO Convention 1681
asserts in its Constitution that “the
rights of the indigenous nations, espe-
cially those regarding their original
community lands, guaranteging the
sustainable use and development of
natural resources, are hereby recog-
nized, respected, and protected in the
framework of the law...”2 Law 1333 of
1992 on the environment provides for
the “pramotion of sustainable develop-
ment with equity and social justice,
taking into account the country's cul-
tural diversity”™ and envisages the cre-
ation of mechanisms and procadures
for the involvement of indigenous peo-
ple in  sustainable development
processes and the rational wse of
renewable sources of energy. The Law
of People’'s Participation recognizes the
grass-roots territorial organizations
(which include campesing communi-
ties, indigenous nations and district
hoards) as the subjects of participation
NrOCesses.

In the realm of oil and gas, the law for
hydrocarbons and its environmental
regulations for oil and gas instruct
that, to the extent possible, operations
in indigenous territories be avoided.
Furtharmore, Bolivia considers that it
is important to issue specific regula-
tions to govern oil and gas operations
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in indigenous lands (known as ariginal
community  territories.  otherwise
known as 0CTs). The discussion of
these regulations, coordinated by the
official agencies in charge of develop-
ment, Indian affairs, and the oil and
gas sector, has involved an interesting
exercise of participation, through con-
sultations made among the principal
stakeholders, the oil industry, and the
Balivian confederation of indigenous
people.?

As for Colombia, it also has extensive
requlations on citizen participation and
the participation of the indigenous
groups in particular. The Political Con-
stitution itself has provided that “The
development of natural resources in
indigenous territaries will take place
without detriment to the cultural,
social, and ecanamic integrity of the
indigenous communities. In the deci-
sions that are adopted regarding this
production, the Government will pro-
mote the participation of the represen-
tatives of the respective communities.”
This principle has been broadened to
include traditional black communities.

The participatory mechanisms provid-
ed for in Colombia include the process
of previously consulting the affected
people in any program involving the
prospecting  or  exploitation  of
resources on their lands. In July 1998,
Colombia issued the Regulations on
Prior Consultation with the Indigenous
and Black Communities for the
Exploitation of Matural Resources in
their Territary,

Ecuador, which has defined itself as a
multicultural and multiethnic State,
recognizes that the indigenous and
hlack peaple have the collective right
to be “consulted on the plans for
prospecting and exploiting resources
located an their lands, to share the
benefits stemming from these projects
to the extent possible and to receive
compensation for any social and envi-
ronmeantal damages that they might
cause.” The Ecuadorian Government
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has decided to reinitiate the process
of regulating participation in the oil
and gas sector.

In Peru, the Ministry of Energy and
Mines has elaborated a guide for com-
munity relations for sector activities,
whereas the new Constitution of
Venezuela of 1999 has dedicated an
innovative chapter on the Rights of
the Indigenous Peoples among which
can be found the right to information
and prior consultation on the develop-
ment of natural resources in indige-
nous habitats. P

In any case, throughout the region,
there is an ongoing debate on the best
way to tackle these topics, obviously
in keeping with the specific character
istics of each country. [t is hoped,
nevertheless, that a certain agreement
will be reached regarding the basic
principles throughout the region, not
only to reach suitable harmonization
in the midst of a globalized world but
also keeping in mind that occasional-
ly the territories of indigenous com-
munities extend beyond national bor-
gers.

In view of this, the role of internation-
al organizations such as OLADE con-
sists of contributing elements for
debate and promoting cooperation.
The OLADE-University of Calgary-
CIDA Energy-Environmental Legisla-
tion Program prepared a paper on
environmental policy and regulation
recommendations that includes the
issue of indigenous participation in
energy development decision making*
and since 1998 has been promoting
the Energy, Environment and Popula-
tion Program (EAP), which deals
spacifically with the issue of relation-
ships between the indigenous people,
industry and governments with
respect to the activities of the oil and
gas sector in the sub-Andean basin 5
On the basis of an innovative guide-
line and decision-making mechani
the EAP has identified four a

action {(tripartite dialogue, informa-

15




tion, fraining, and regulation) and
activities to be carried outs

The program’s basic orientation, which
guides the actions undertaken in the
identified areas of action, is the provi-
sion of toals to the participating play-
ers so that they can intervene more
effectively in dealing with the topics in
their countries. Whergas information
and training have as their objective the
transmission of data and experiences
and the acquisition of knowledge,
skills, and attitudes that favor a fruitful
dialogue, the program on regulation
intends to develop a set of viable regu-
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lation options (tool kit) on various sub-
jects of interest, which serve as refer-
ences in national legislative develop-
ment and reform processes in the EAP
areas.

Regarding this, OLADE has identified a
series of recommendations:

= The need to transform the mere
basic constitutional and legal
statements into regulations that
enforce these principles.

* The need to specify the roles of
those directly involved: industry,
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indigenous communities, and
especially the State that is called
upon fo facilitate the effort to rec-
oncile interests and ultimately to
decide upon them.

The recognition of the cultural dif-
ferences and the financial con-
straints that might affect a signifi-
cant participation by the commu-
nities.

The nesd to define or estahlish the
mechanisms to define valid play-
ers with g voice in the cansulta-
tions.



“...the region’s energy
sector must lake
advantage of the
interest that is being
generated with respect to
cilizenship
participation in
development and the
leading role that
indigenous people are
laking, especially in
certain countries, to the
lay the legal,
institutional and
attitudinal groundwork
for a more profitable
relationship between

blayers”™

»  Special consideration of the timeli-
ness, validity, and farms of the
participation. This has to do not
only with the moment in which the
participatory process must start
up but also to what stage it must
be extended. The ideal would be
far this to continue throughout the
project’s life cycle; nevertheless,
how this participation evolves will
have to be clearly defined depend-
ing on the specific moment and
the situation. It should be clarified
that consultation is only one kind
of participation.

* Definition of the impacts of the
consultation. Although the trend
is for the 5tate to be in charge of
final decision making, it is expect-
ed that, in taking this decision, it
will be required to take into
account, at least to a certain
extent, the viewpoints of those
who were consulted.

«  Definition of guidelines for sharing
the benefits and compensations
obtained, giving priority to long-
term plans rather than specific,
immediate objectives.

= Clear provisions on the access to
information and the quality of this
information.

* (Qutside the strictly regulatory
domain, special efforts will have to
be made to train the players
invalved in the knowledge, capa-
bilities, and skills required for pro-
ductive interaction. Certain previ-
ous considerations will have to be
defined, such as ownership
schemes for indigenous lands and
their scope and due titling of land.

In any case, the region’s energy sector
must take advantage of the interest
that is being generated with respect to
citizenship participation in develop-
ment and the |eading role that indige-
nous people are taking, especially in
certain countries, to the lay the legal,
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institutional and attitudinal groundwork
far a more profitable relationship
between players. As indicated earlier,
the existence of a norm is not sufficient
to achieve objectives; nevertheless, it
is always preferable to have a mini-
mum but effective legal framework that
provides security. Bearing in mind this
minimum framework as a mandatory
reference, both entrepreneurs and
indigenous communities and officials
of the public institutions involved
should develop new and better ways of
understanding each other. based on
respect for the principles and rights of
each one. This is what is being gam-
bled on when participation is promot-
ed.

Motes

International Labor Organization, indige-
nous and Tribal People: Guida for the
Application of ILO Comeantion Mo, 169,

2 Articke 171,

3 According to information provided by the
afficial from the Vica-Ministry of Indige-
nous Affairs and Original People in the
framework of the Third Tripartite Mesting of
the Energy, Environment and Population
Fragram held on May 23-28, 2001 in Carta-
gena de indias, Colombia, the reguiations
are ready for legal ratification.

4 DLADE-University of Calgary-CIDA Energy-

Enviranment Legislation Project, Enviran-

mental Policy and Legislation far the Ener-

gy Sector in Latin America and the

Caribbean: Tool kit, June 2000,

For the purposes of the program, the sul-

Andean basin is comprised of Argenting,

Brazil, Balivia, Chile, Colombia, Ecuadar,

Guyana, Paraguay, Peru, Suriname, and

Venezuela.

& The CGoordinator of Indigenous Drganiza-
tions of the Amazon Basin [GOICA}, the
Reqional Assaciation of 0l and Watural Gas
Companies in Latin America and the
Caribbean [ARPEL} and the National Coor-
dinatars of the participating countrigs rep-
resenting the respective governments are
participating in the program. Inaddition to
OLADE, thiz initiative is being supported by
the ‘World Bank, the Carl Ouisberg
Gesellschaft, the Canadian International
Devalopment Agency (CIOA), the Andean
Development Corporation, the Climale
Alliznce, and the Amazon Cooperation
Treaty

Tl

17



.

Glotia)Sect ot at for Bene __
for ENETGY and Development (EED); Dentiark?
121

Aaworld-wide;mapping of renewabile energy on small islands
was‘published in August-2000 hy the Danish nongovernmental
organization, rorumsfor Energy and Development (EED): The
study shows thatislands are evidentiargets for renewahle ener-
gy. The majorfindings-from this study are presented helow.
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Introduction

The last few years have shown an
increased focus on renewable energy
on islands. A few examples: in 1997,
Samsoe was announced the official
Danish Renewable Energy lIsland
(REI);"in 1999, two major global con-
ferences on Renewable Energy Islands
took place respectively in the islands of
Tenerife (Canary lslands, Spain)? and
Aeroe (Denmark);? in 1999, the Global
Secretariat on Renewable Energy
Istands was established at FED; in
2000, four Small Island Developing
States (SIDS)-5t. Lucia, Dominica,
Vanuatu and Tuvalu—announced their
intention of becoming renewable ener-
gy nations and, in 2000. five
international NGOs launched the Global
Sustainable Energy Islands Initiative
(GSEIN).5

Among almost islands around the
world, however, the potential for
renewable energy is far from being
tapped. For the majority of islands,
expensive and environmentally dam-
aging fossil fuels are still the only or
major energy source used. One of the
major reasons for the under-exploita-
tion of renewable energy is lack of
knowledge and awareness on islands
among key energy decision-makers at
the government and utility level.
Conseguently, one of the objectives of
the study Renewable Energy on Small
Islands is to document that renewable
energy on islands is a feasible option in
terms of technology, economy, envi-
ronment and organization.

Why Small Islands Are Big in a
Renewable Energy Perspective

One of the main findings is, first of all,
that islands are avident targets for
renewable energy; second, they can be
marvelous front-runners and show-
cases on 4 national, regional and global
level for renewable energy technolo-
gies. Why is this the case?



High Visibility:

Islands are land areas surrounded by
water. This means they are well-
defined entities not anly in terms of
geography, but also in terms of energy
production, population, economy and
so forth. They can be seen as closed
systems where input, output and out-
comes can be easily controlled and
observed. Thus, islands can become
highly wisible laboratories for renew-
able enargy technology, organization,
and financing. REls provide a useful
way to make future energy systems
visible and concrete,

Large Scale Demanstration Possibla:

A dramatic large-scale shift to renew-
able energy on continents/mainland is
unrealistic in the short and medium
term, with regard to technology.
financing and organization. If decision-
makers world-wide are to be inspired
to aim at a broader use of renewable
energy as part of sustainable develop-
ment, it is necessary to demonstrate
rengwable energy in a large-scale, inte-
grated and organised form, and situat-
ed in a well-defined area—i.e., a REL
Islands can reach a higher share of
renewable energy in their energy bal-
ance more cheaply, faster, and more
gasily than a much bigger mainland.
The very smallness of the islands, so
often viewed as a disadvantage, is in
this context actually an advantage.

NMare Positive Attitudes:

Many islands take a sympathetic atti-
tude to the utilization of renewable
gnerqy, also at the political level, one
reason being the threat from global
warming. Even though islands con-
tribute only negligible amounts to the
global emission of greenhouse gases,
many islands around the world are
among the immediate victims of cli-
mate change and instability caused by
tossil fuel consumption in industrial-
ized countries. Islands thus have a
strong interest in changing energy pat-

terns for instance by
demonstrating  new
sustainable ways of sat-
isfying energy needs.
Another reason for the
more positive attitude
found on islands is the
near total absence of
fossil fuel resources. In
many mainland coun-
tries, developing as well
as industrialized, one
major barrier for the
promaotion of renewable
energy resources is the
presence of an eco-
nomic and political elite
that has very strong
interests in the utiliza-
tion of fossil fuels either
for export or domestic
purposes. Most islands’
main resources are the
oceans, the population
and geography (tour-
ism). Next to nong have
fossil fuel resources.

Latin American Energy Organization » OLADE

Competitive Advantage:

Most small islands around the world
today are dependent on imported fossil
fuels for their energy needs, especially
for transport and electricity production.
Because of the small size and isolated
location of many islands, infrastructure
costs such as energy are up to three to
four times higher than on the main-
land. The high price for fossil fuels
combined with the limited demand
increases the unit cost of production
for conventional power production.
This creates a competitive situation far
renewable energy technologies on
islands. Furthermore, most of the
islands are endowed with good renew-
able resources, primarily sun and
wind.
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Experiences Applied in Mon-{slanid
Areas:

Experiences gathered an islands can
he used, not only on islands, but in
principle everywhere. REls can serve
as demonstration projects for main-
land local communities, not anly in
developed countries, but also in devel-
oping countries. There are about 2.5
billion people living outside a national
grid in developing countries. These
people also need electricity services,
and experiences from REls are highly
relevant in this context. Furthermore,
through concentrated efforts, some
small island states can serve as
demonstration nations. Despite their
size, small island states could set an
example to the world’s nations.

19



Islands with High Use of Renewable
Energy Sources

The study shows that today there are
islands that have used modern renew-
able energy technologies—also on a
large-scale, The following can be con-
cluded regarding the islands in the
DVETVIEW:

Around the world, a few islands have
already decided to become Renewabls
Energy Islands (REl) in the short or
medium term. An REl is an island that
is 100% supplied from renewable
energy sources. Samsoe (Denmark),
Pellworm (Germany), Aeroe (Den-
mark), Gotland (Sweden), El Hierrg
(Canary Islands, Spain), Dominica and
St. Lucia have an explicit target of
becoming 100% self-sufficient on the
basis of their renewable energy
SOUTCES,

Around the world, a few islands
already have some of the characteris-
tics of a Renewable Energy Island
(REl). La Désirade (Guadeloupe,
France), Fiji, Samsoe, Pellworm and
Reunion (France) are currently pro-
ducing more than 50% of their elec-
tricity from renewable energy sources.
Table 1 provides detailed information
about these and other islands with a
very high use of renewable energy for
alectricity production. 21% of the
islands in the overview that use renew-
ables for electricity generation produce
between 25-50% of their electricity
from renewable energy saurces. Near-
ly 70% of the islands in the overview
that use renewableas for electricity gen-
eration produce between 0.7-25% of
their electricity from renewable energy
sources. A few islands are using solar
water heaters on a very large scale,
e.q. Cyprus and Barbados.

Islands with very high use of renew-
able energy for electricity production
are mainly using hydropower. In the
overview more than 50% of the islands
with more than 25% of the electricity
generated from renewable energy
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resource are using hydropower. Of the
islands producing more than 25% of
electricity from wind power all (but
ong) are connected by sea cable to
another electricity grid.

Wind power is by far the most used
renewable energy resource in lectric-
ity production. Over 50% of the islands
in the overview that have used renew-
ables for electricity generation have
used wind power. Over 25% and near-
Iy 10% of the islands in the overview
using ranewables for electricity gener-
ation use hydropower and biomass,
respectively.

Most islands are situated in the Morth
Atlantic ODcean. Just over 40% of the
islands in the overview using renew-
ahbles are situated in the North Atlantic
Ocean. Arcund 12-14% of the islands
in the overview using renswables are
sifuated in the North Pacific Ocean,
South Pacific Ocean and Caribbean
Sea, respectively.

The majority of islands are by far non-
sovereign. Nearly 75% of the islands
in the overview that have used rensw-
ables are connected formally to a
country from the developed world,
Only 25% of the islands in the
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overview that have used renewables
are politically independent
islands=they are all developing coun-
fries.

The Global Sustainable Energy
Islands Initiative (GSEI)

Five international non-governmental
organizations. Counterpart Internation-
al, Climate Institute, Winrock Interna-
tional, the Organization of American
States, and Forum for Energy and
Development (FED), launched the
Global Sustainable Energy Islands Ini-
tiative (GSEIN) at COPE in The Hague, in
Movember 2000. The GSEN is based on
the premises that Small Islands Devel-
oping States (SIDS) are evident targets
for renewable energy and could be
marvelous frant-runners and showcas-
&5 on a national, regional and global
level for rengwable energy technologies

The GSEIl has been organized to sup-
port the interests of all SIDS and
potential donors by bringing renewable
energy and energy efficiency projects,
models, and concepts together in a
sustainable plan for SIDS. The GSEI
seeks to display national efforts to sig-
nificantly reduce greenhouse gas
amissions.




Laliny Arrerican Eneray Organization » OLADE

Table 1: Renewable Energy Share of Electricity Production for some of
the Investigated Islands °

Tatal Percentage of Eleciricity | Percantage of Elechricity Production by | Year Ranewable Enargy GoalPlan/ !

Island Froduction  from  Renewable | Type of Renswable Energy Sourcs Slrateoy

Energy Scurces

La Desirade 00% Wiirnd: 1005 1948 There is a renewable enangy plan for the  Guadsoupe

[Guzdeloupe, France) archigedago — 25% of the electicily consumption from
ranawabie energy in 2002

Fii T46% Hyemo: T9.6% 1897 Thera |5 a natiznal energy/renewable arargy palicy

Sameoe [Denmark) | 7o ‘Wind: 3% 2000 100% of arargy consumplion from renewable energy
sources by 2008

Palwarm {Garmany) G583 Wind: B4,.96% 1545 100% of anergy consumglion from renewabie eegy

PV 075 ZOUrCES

Beuron (France] 56.1% Hydra: 3B6% 1988

Bagassa: 16.5%

Daminiza 48% Hyddray 482 19538 100% of enengy consumpiion from renewable enargy
sources in 2015 A natioral encrgy palicy does not
axist bcay

Floses  Island 42.6% Hydra: 43 5% 1850

[Awares, Pariugal)

Samoa 3H.5% Hydro: 35.5% 1947 Samoa does nol have a comprehensive
energy policy

Sd0 Miguel Island | 37.6% Geathermal: 30.6% 1992

{Azores, Portugal} Hydro: o

Faeroe |slands 35.1% Hydre: 34.0% 18902 There is no energy plan for the Fasros

[Denmark) Wind: 0.2% Islands

St Vincen! and the | 32.5% Hydra; 32.8% 1987 The is no naticnal energy policy

Granadines

Marie Galante 0% Wird: 0% 1988 There is a renewable energy plan for the

Island (Guadeloups, Guadeloupe archipelago — 25% of the

France} alectricity consumption from renewable
anargy in 2002

Corsica [France) 0% Hydra: A0% 1993 50% of electricity consumption  frem
renewahles by 2003

Miguelen (St Plere | 30%° Wind: A0% 2000

ard  Miguelon,

France)
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Global Objectives

= To develop SIDS as sustainable
energy nations.

= To establish donor support and pri-
vate sector investment for this sus-
tainable development.

= To increase awareness of expe-
riences, potential, and advantages
of renewable energy use and
energy efficiency on SIDS and
other island nations.

Regional and Island Mation
Ohjectives

The Caribbean:

= To develop 5t. Lucia into
a sustainable energy
nation, thereby fulfilling
its commitment made at
COP5.
= To further develop sustain-
able energy plans for ong
or maore Caribbean SIDS to
hecome sustainable energy
nations.
= To develop regional energy
efficiency and renewable ener-
gy private business activities,
including solar thermal, pho-
tovoltaics, biomass, and wind
turbines.
— To establish funding schemes for
large-scale dissemination of sus-
tainable energy.

The Pacific Region:

= To develop wind energy activities on
Niue and one more island nation as
regional door-opener projects.

= To develop sustainable energy plans
for one or more SIDS to become
sustainable energy nations.

= To develop regional enargy eificien-
cy and renewahle energy private
business activities, including salar
thermal, photovoltaics, biomass.
and off-grid wind turbines.

= To establish funding schemes for
large-scale dissemination of sus-
tainable energy.
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The Indian Ocean:

= To develop a sustainable energy
plan for one SIDS to become a sus-
tainahle energy nation.

Notes

T For information about Samsoe as a 100%
Renewable Energy Islands, please visit ths
homepage of Samsoe Energy Company:
britpeffwnerw vea . didukdindex.him

£ For infarmation about the Island Solar
Summit, please visit the homepage af the
International Scientific Council far island
Development (INSULA): hitprfwawinsu-

[z arpsalar/base. him
3 For informatian about the Global Confer-
ence an Benewable Energy 1slands. please
visit the homenags tor Forum far Energy
and Development (FED):
ttpsenw energindvikling.dk/projects phps
4 For information about the Secretariat,
pleass visin
hitp v energivdvikling. dkfrojects. php3
% For information about the G3EH, please
refer to the information box in this article.
€ A blank cell means that information is not
available.
! Estimate from July 2000 anwards.

& Estimate,

Forum for Energy and Development
(FED)
Blegdamsvej 4B, 1¢ Floor
2200 Copenhagen N
Denmark
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E-mail: inforse@inforse.arg



==
ISOFOTON.

Montalban, 9. 28014 Madrid « Tel: +34 91 531 26 25 - Fax: +34 91 531 10 07 - isofoton@isofoton.com - www.isofoton.com

Organi zaci 6n Lati noaneri cana de Eneraqia



OLADE’s experience is taken into account for the
establishment of the African Energy Commission

OLADE’s Executive Secretary, Dr. Julio Herrera, participated in
the African Energy Ministers Conferance held on April 23-24,
2007 in Algiers, sponsored by the Ministry of Energy and
Mines of Algeria and the Organization of African Unity (OAU),
in order to analyze the establishment of the African Energy
Commission (AFREC).

The Minister of Energy and Mines of Algeria, Dr. Chakib Khelil,
in his invitation to Dr. Julio Herrera, emphasized the important
role that the Latin American Energy Organization is being called
upan to perform for the development of energy cooperation
betwaen the two continents and requested OLADE's Executive
Secratary to inform the Conference's participants about the
Organization's experignce.

Amaong the principal recommendations of the Conference of
Ministers regarding the establishment of AFREC, the following
are noteworthy:

=  Thatthe draft Agreement establishing AFREC he submitted
by the Secretary General of the OAU to the Summit of
Heads of State and Government scheduled for July 2001 in
Lusaka, Zambia, for its definitive ratification.

* That temporary provisions be passed to permit the imme-
diate start-up of the principal activities of AFREC.

= That AFREC headquarters be in Algiers.

Ministers and official delegates participating in the African Energy Ministers Confarence of the Member States of the
Organization of African Unity, held in Algiers on April 23-24, 2001
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Algeria is interested in becoming a Participating
Country in OLADE

During his visit to Algeria, OLADE's Executive Secretary reit-
erated his invitation to the government of this country to
become associated to OLADE as a Participating Country.

in response, the Minister of Energy and Mines of Algeria, Dr.
Chakib Khelil, expressed his country’s interest in becoming
associated fo OLADE, and to the international press at the

The Algerian press gave special cov
Ministers of Energy and, as part of this coverage, ihe announcement
that Algeria is inferested in becoming asseciated fo OLADE as the
Organization's first Parficipating Country.

age fo the Meeting of African

GConference of African
Ministers of Energy,
confirmed that negoti-
ations for this purpose
have started and that
“This will be the first
time that a country
that does not belong
to the region of Latin
America and the
Caribbean will become
a  participant  in
OLADE; by so doing,
Algeria intends to ben-
efit from the experi-
ences of the Latin
American countries in
the different energy
sectors and from the
technical assistance
and contribution of
the member countries
of OLADE"

The Minister of Energy and Mines of
Algeria, Or. Chakib Khalil. wihio was
elected to act as Chairman of the
Meating of Energy Ministers of the
QAU, announces his country’s inferest
in becoming associated to OLADE,

COOPERATION BETWEEN THE ORGANIZATION OF AFRICAN

The Conference of Energy
Ministers of the Member States of
the Organization of African Unity
(DALY, held on April 23-24, 2001
in Algiers in order to create the
African  Energy Commission
(AFREC).

Considering the importance and
need to ensure cooperation
between Africa and the other
regions of the world in the energy
sector.

UNITY AND OLADE

Apprised of the declaration by the
Executive Secretary of the Latin
American Energy Organization
(OLADE), regarding his
Organization’s offer to cooperate
with ~ the  African  Energy
Commission in the energy sectors:

1. ACCEPTS  the  Algerian
Government's invitation to
organize an  African-Latin
American  Conference  on

Energy for the second
semester 2002 to lay the
groundwark for long-term
cooperation.

2. INVITES all African countries to
participate effectively in this
important Conference.

3. REQUESTS the Secrefariats of
the OAU and OLADE to
cooperate in order to ensure
the success of this Conference.
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OLADE’S EXECUTIVE SECRETARY HOLDS WORK-
ING MEETINGS WITH THE MINISTER OF FOREIGN
AFFAIRS AND MINISTER OF MINES AND ENERGY

On June 11 and 12, 2001, respectively,
OLADE's Executive Secretary  held
working meetings with the Minister of
Foreign Affairs of Brazil, Dr. Galso Lafer,
and the Minister of Mines and Energy of
Brazil, Dr. José Jorge.

At the meeting with the Brazilian Foreign
Affairs Minister on June 11, issues
involving international relations with
respect to the energy sector and the new
forms of cooperation between countries
and between countries and international
grganizations ware reviewed.

Y,
i

Herrara, OLADE's Executive Secretary
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Reviewing energy integration and cooperation issues,
from left to right, Ambassador Mario Santos,
International Advisor to the Minister of Mines and
Energy of Brazil, Mr. Rui da Justa Faijio, Mational
Coordinator for OLADE in Brazil, Dr. José Jorge,
Winister of Mines and Energy of Brazil, and Dr. Julio

OF BRAZIL

On June 12, a meeting was held with the
Minister of Mines and Energy, Dr. José
Jorge, with the participation of the
Mational Coordinator for OLADE in Brazil,
Mr. Bui da Justa Feijdo, and the
International Advisor to the Minister of
Mines and Energy, Ambassador Mario
Santos.

During the Meeting, Minister Jorge was
apprised of the principal activities being
carried out by OLADE, aspecially those
related to Brazil's energy sector. Aspects
of energy cooperation and integration in
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the countries of Latin America and the
Caribbean were also focused on.

At the two mestings, it was emphasized
that the Federal Republic of Brasil has
given much importance, over the last faw
years, to its active participation in both
regional and MERGCOSUR integration
efforts. In this context, the Minister of
Foreign Affairs and the Minister of Mines
and Energy reiterated to OLADE's
Executive Secretary their support to the
action that the Qrganization has been
carrying out for anergy integration in
Latin America and the Caribbean.

International relations in the energy sactor and new forms of cooper-
ation were reviewed by the Minister of Foreign Affairs of Braal, Dr

== (elso Lafer {right), and OLADE's Executive Secretary, Dr. Julio Herrara,
in Brasilia, on June 11, 2007
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MINISTER OF MINES AND ENERGY OF
COLOMBIA REVIEWS INTEGRATION PROJECTS
AT OLADE’S HEADQUARTERS

Or Ramire Valencia-Cossio, Minister of Mings and Energy of Colombia, and Or. Julio Herrera, Execolive Secretary of OLADE, along
with delegates from the Ministry and OLADE directors, discuss energy development topics.

The Minister of Mines and Energy of Colombia, Dr. Ramiro
Valencia-Cossio, visited OLADE's headquarters on May 31
to hold a working meeting with the Organization's Executive
Secretary, Dr. Julio Herrera, at which time they reviewed
aspects involving the region's energy integration process and
focused on the progress of the projects and programs
implemented by OLADE's Permanent Secretariat to give
impetus to the development of Colombia's energy sectar,
especially the Colombia, Ecuador and Peru Electric Powser
Interconnection Project.

During this visit, Dr. Valencia-Cossio was accompanied by
the Colombian Ambassador to Ecuador, Dr. Eliseo Restrepo-
Londono; the Under-Secretary of Electrification of Ecuador,
Mr. Fernando Mufioz; the President of Electric Power
Interconnection {1SA) of Colombia, Mr. Javier Gutiérrez; the
Director of Energy Mining Planning United (UPME) of
Colombia and the Mational Coordinator for OLADE in
Colombia, Mr, Julian Villarruel-Toro; and an official of the
Colombian Embassy in Ecuador, Dr. Gabriel Martinez.

OLADE's Executive Secretary was accompanied by the
Organization’s Directors, Dr. Oscar Arrieta, Mr. Gabrigl

Hernandez, Mr. Jeferson Nunes, and Ms. Nuria Bohigas,
representative of the OLADE-Quebec Project.

The electric power interconnection that will be connecting
Colombia, Ecuadar, and Peru is one of the mast important
projects of regional integration. To promote it, the Ministers
af Energy of the three countries signed a Joint Declaration
an March 9 to confirm that this project is of common interest
and has priority for their respective countries,

In the Joint Declaration, it is reiterated that OLADE is the
entity that should carry out the studies to harmonize the
standard-setting frameworks of Colombia, Ecuador, and
Peru as one of the mechanisms that will enable this
interconnection to materialize as quickly as possible.

OLADE and the delegates of the three countries have been
warking actively in this field, for the purpose of culminating
a process that started with technical and financial studies
carried out by Hydro Quebec International with suppaort
from OLADE, which determined the viability of the project.
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TECHNICAL ASSISTANCE FROM OLADE
FOR ENERGY POLICYMAKING
IN JAMAICA

OLADES contribution to the assessment of current reality
and the establishment of guidelines for the formulation of
an energy policy in Jamaica was requested by the govern-
ment of this country through its Ministry of Mining and

Energy.

The request highlights the need to
advise Jamaican authorities on the
principal initiatives to promote and
improve energy efficiency, foster new
and renewable sources of energy, and
establish parameters for an electric
power sector policy.

Since March 2001 this request is being
handled by OLADE with support from
the UNEP Collaborating Center for
Energy and the Environment.

Honorable Mr, Robart Pickersgill, Minister of
Mining and Enargy of Jamaica, who has
been promoting energy sector transforma-
tion and modernization processes in his

On March 19-23, 2001, a first mission
comprised of experts from the United
Mations Environment Programme
(UNEP), the Energy-Economics
Institute of Argentina (IDEE) and OLADE visited Jamaica
and held meetings with officials from the Ministry of Mining
and Energy and with experts from the national energy sec-
tor in order to define the scope of the work to be done.

country

The mission was informed about the new projections and
development of the sector and held interviewss with various
players of Jamaican energy development, on the basis of
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which it was able to gather important baseline information
for this technical assistance.

After this mission, the experts of the institutions involved
in the work, while keeping permanently in touch with offi-
cials from the Ministry of Mining and Energy other energy
sector representatives of Jamaica,
drafted a preliminary paper that
assesses the institutional and legal sit-
uation, as well as the current energy
policy, and proposed strategies. lines
of action, and instruments to update
Jamaica's energy policy.

A second mission, which took place
on May 28-June 1, 2001, presented a
draft of this report to the authorities of
the Ministry of Mining and Energy of
Jamaica, which was analyzed in detail
with the participation of other repre-
sentatives from the country’s energy
sector.

Once the authorities of the Ministry of Mining and Energy
have made their observations to the document and have
expressed their agreement with the assessment that was
made and with the recommendations it contains, the final
report will be prepared and then submitted to the consid-
eration of the Minister of Mining and Energy of Jamaica,
Honorable Robert Pickersgill, and by his good offices, the
country’s government authorities.
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MEETING OF OLADE’S STRATEGY AND
PROGRAMMING COMMITTEE

Strategy and Programming Committes
was held on April 3-4, at OLADE
headquarters. It was chaired by the
representative of Chile, Mr. Carlos Pifia,
and was attended by representatives

The third meeting of the Organization’s

from Brazil, Mr. Rui da Justa Feijdo;
Colombia, Dr. Gilberto Jaimes; Costa
Rica, Ms. Gloria Villa; Cuba, Ms.
Dolores Marrera; Ecuador, Mr. Fernandao
Mufioz and Mr, Wilson Jara; Guatemala,
Mr. Rudy Najera; Mexica, Ms. Ana

Maria Sanchez; and Paraguay, Luis
Antonio Servin.

The Committee’s work was based on
proposals submitted by OLADE's
Member States and on the documents
prepared by the Permanent Secretariat,
regarding the topics entrusted to it by
the XXXI Meeting of Ministers. among
which follow-up on the implementation
of the Organization’s Three-Year
Program is noteworthy.

The fourth meeting of this Committee
will be take place on July 3-5, 2001, at
which time the report that will be
submitted to the XXxIl Meeting of
Ministers of OLADE, scheduled for the
upcoming month of October, will be
prepared.

Dr. Armando  Teran-Morales,
Ambassador of the Republic of
Panama to Ecuador, visited the
headquarters of the Latin Ameri-
can Energy Organization on May
4,

Ambassador Terdn was received
by OLADE's Executive Secretary,
Or. Julio Herrera, who apprised
him of the projects that the Orga-
nization has been implementing in
regional energy integration, espe-
cially those that are aimed at pro-
moting the development of Pana-
ma's energy sector.

PANAMANIAN AMBASSADOR TO ECUADOR VISITS OLADE
HEADQUARTERS
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“Itwould be difficult to talk about the current energy situation
or prospects for the region without referring to the globalized
warld, [t seems to me that we would have to consider the fact
that in Latin America and the Garibbean, many countries
have adopted the paolitical decision of inserting their
aconomies in a globalized world, To do this, this region of the
waorld has carried out basic reforms to facilitate this insertion,”
said OLADE's Executive Secretary, Dr. Julio Herrera, when he
participated as moderator at the Sessian on the Outlook for
Markel Liberalization at the Montreal Conference held in
WVontreal, Quebec, Canada on April 19, 2001,

At this session, the members pariicipating on the panel were
Or. Esther Fandifio, Chairman of the Regianal Electric Power
Interconnection Commission (CIER); Mr. Luciano Pacheco,
Director of the National Electric Power Requlatory Agency of
Brazil; Mr. Mel Belich, Chairman of Enbridge International
Inc.; and Mr. John Easton, Vice-President of the Edison
Electric Institute, who emphasized the importance of energy
market liberalization.

Dr. Herrera underscored that these reforms have been carried
out in all the dimensions of sustainable development. among
which the most relevant are: political freedom, economic
well-being, social equity and a healthy environment, in addi-
tion to a greater interest in the rational use of natural
resources,

S
T THE MONTREAL CONFERENCE

"SAFEGUARDING INVESTMENTS..."

s

OLADE's Executive Secretary added thal, at present, Latin
America and the Garibbean shows a wide diversity of wealth,
with each country having forged its own path. In some, the
classical madel of privatization involving the transfer of assets
was adopted; in others there was partial ar total breakup of
monapolies to permit competitiveness between public and
private companies; and in yet others partnerships befween
public and private companies were drawn up. What they do
have in common, however, is that all of these strategies have
heen impelled by principles of free access to pipelines and
transmission lines favoring free trade.

The challenge now, he proposed, is how to reconcile these
different schemes in a regional context in order to highlight
the common interest of the countrigs,

He emphasized that the reform processes that have besn
mentioned have not resolved all the problems and, because
of this, one should continue studying them in depth and cor-
recting unwanted impacts until second-generation reforms
can be implemented.

The basic premise, he said, is that not only entrepreneurs but
also energy policymakers and regulators must safeguard the
investments that have already been made by creating favor-
ahle conditions that guarantee that earnings will be reinvested
in the region and attract fresh investments.

31
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Telephones: (593-2) 531-672 / 293-529
Fax: (593-2) 531-691 / 293-526
E-mail: olade@olade.org.ec / super@alade.org.ec
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INTERNATIONAL
SEMINARTO
START UP THE
AGTIVITIES OF
OLADE'S
FORUMS

he International Seminar to starl

up the activities of the three
forums established by the XXXII
Meeting of Ministers of OLADE, which
will be carrying out their actions in the
Organization through the Permanent
Secretariat,  will take place on
September 9-11, 2001 in Quito,
Ecuador.

The Seminar will be attended by repre-
sentatives of the companies involved
in the region’s energy development and
the supervisory entities and regulatory
agencies of the oil and gas and electric
power subsectors, which will share
gxperiences with experts in the subject
of energy sector transformation of Latin
America and the Caribbean.

The companies and supervisory and
regulatory agency that will becomne part
of the above-mentioned forums, among

Latin American Eneray Oraamization « OLADE

other beneficiaries, will have a meet-
ing place to obtain information,
exchange experiences, ensure the vis-
hility of and materialize business
opportunities, where through OLADE it
will be in permanent contact with ener-
gy ministries and secretariats,
requlatory and supervisory agencies,
corporate associations, chambers of
production, and private and public
companies involved in the energy
development of Latin America and the
Garibbean.

During the Seminar, the Farums' offi-
cers will be elected and the regulations
governing the activities of each forum
and its relationship to OLADE will be
ratified at this time.

The forums that will be starting up their
activities in the framewark of this
Seminar are:

= The Energy Sector Business Forum is aimed af facilitating the analysis and discussion of business
cpporunities, the identification of obstacles fo investment, as well as the exchange of axperi-
ences 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 dialogue between the public and private sectors and, s
a result, to foster the integrafion, impetus, modernization, and fransformation of the region’s
energy sector.

= The Forum of Supervisory Entities and Reoulatory Agencies for Hydrocarhons 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 oil and natural gas sector can be reviewed,
discussed and improved, as well as promoting the exchange of experiences in order to optimize
the wark of these institutions and suppart the establishment of agencies in the countries of Latin
America and the Caribbean that require tham, in order to contribute to the development of the
subsector in the region.

»  The Forum of Supervisory Entities and Regulatory Rgencies for Electric Power Activities is airmed
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, discussed and improved, thus promoting the exchange of experiences in order to
optimize the work of existing institutions and support the establishment of others in the region’s
countries that require them, in order to contribute to the development of the electric power sub-
sector.
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Energy and Beuelupment

IMPETUS GIVEN TO ClUPERATIDN

Mr. Jean-rrangois Aguinaga, offi-
cial from the Directorate General
for External Relations of the

Eurapean Commission, held work-

ing meetings at OLADE

headguarters to promote coopera-

tion activities bolwesn the fwo
instifulions
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The  esiablish-
ment of a long-
term cooperation
program hetwsen the
European (EC) Com-
mission and the Latin
American Energy Organiza-
tion (OLADE) has been the focus
of special attention as a result of the
visit made by OLADE's Executive Sec-
retary, Dr. Julio Herrera, last March in
Brussels to the EC’s Vice-President of
the European Commission, Mrs. Loy-
ola de Palacio. and Directors for Ener-
gy, External Relations, and Relations
wilh Latin America.

In this context, Mr. Jean-Francois
Aguinaga, officer of the Directorate
General for External Relations of the
European Commission, held working
meetings at OLADE headquarters in
Quita, Ecuadar on June 5-7, 2001 with
the Executive Secretary and the Direc-
tors of OLADE.

The Program that the two organiza-
tions are in the process of elaborating
involves energy and development con-
cepts and take into consideration the
fact that the aspirations of European
technical cooperation are in line with
OLADE's nhjectives with respect to the
new {rends required to ensure clean,
sustainable, and shared energy devel-
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BE? 'WEEN EUROPEAN
COMMISSIDN AND
EILADE

opment as a fundamental element for
the economic development of the
region’s countries which, for their evo-
lution, have to make a special commit-
ment to meet the needs of the social
and production sectors on a timely
basis, in the search of a higher guality
of living of the population.

The fundamental components of the
cooperation that is being proposed are
environment, integration, and informa-
tion, areas that are sufficiently broad
and consonant as to include a series of
projects and activities aimed at ensur-
ing the region’s sustainable develop-
ment, which entails economic growth
with social equity, respect far the envi-
ronment, and regional integration.

Enviranmental activities, in addition to
addressing the impact of energy man-
agement on the local and regional envi-
ronment, also involve demands
regarding the sector’s incidence an
global emissions, combining environ-
mental requirements with the new
processes of institutional transforma-
tion of the majority of the countries,
where the responsibility for increasing
energy supply rests to a large extent on
the private sector and for demand on
the social sector. which has led 10 the
need to create greater rapprochement
in order to meet energy needs.



At the mesting at
OLADE headquarters
an June 5-7, 2007,
fram leff fo right, Mr.
Jean-Frangois
Aguinaga, representa-
tive af the furopean
Commission, D Julio
Herrera, Executive
Secretary of OLADE,
NMr. Jeferson Nunes,
Director of Cooperation
and Traiming of OLADE,
and Or. Oscar Arrigla,
Directar of Energy
intagration of the
Organization

Latin American Eneray Orgenization « OLADE

Further development of renewable
sources of energy. the diversification of
energy sources, and technological
improvement in the region’s matrix, as
well as greater interest in the incorpo-
ration of energy efficiency, will exert a
positive impact on the environment
and economy.

In line with the region’s development
process, the EC-OLADE cooperation
fits within the energy integration frame-
work of the region’s countries owing to
its importance for common environ-
mental conservation and energy supply
complementation, giving preference o
cleaner fuels such as natural gas and
striving for a more efficient use of
existing investments in order to obtain
better prices and energy security for
the benefit of all consumers.

Environment and integration actions in
this Cooperation Program could sup-
port the generation, organization, and
maintenance of data flows between
public and private institutions in addi-
tion to a wide range of related energy
training activities.

EC-OLADE cooperation is timely,
hecause it is evident on the continent
that energy supply is indispensable for
the countries to avoid interrupting their
aconomic and social development, at a
crucial moment when standards are
being transformed and the sector mod-
ernized and when there is a consider-
able amount of European investment
being made in energy infrastructure,

The Program that is being proposed
will alsa include in its design the expe-
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rience of European countries in envi-
ronmental management, efficient tech-
nologies, use of renewable sources of
energy, citizen participation and energy
integration, in order to ensure that the
most appropriate decisions are taken
and to set up intercontinental
gxchanges between government insti-
tutions and companies so as to facili-
tate the exchange of investments, inter-
asts, and facilities.

The Program that has been described
is part of OLADE's general program-
ming and supports some of the topics
in which it has been working. It will
also to help to consalidate the results
obtained by OLADE from its coopera-
tion with the European Commission.
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Tenth Anniversary of the Institute of the Americas

"THE NEW FORM OF COOPERATION IS
COLLECTIVE AND ITS OBJECTIVE

'Integration is a process whereby coun-
tries express their political will to share
their future, in order to achieve integral
development for the benefit of their
inhabitants,” said Dr. Julio Herrera, Exec-
utive Secretary of OLADE, in his presen-
tation on "Hemispheric Energy Integra-
tion: Cooperation Strategies” at the Tenth
Annual Conference on Energy in Latin
America, organized by the Insfitute of
the Americas in La Jolla, California an
May 21-22, 2001,

Or. Herrera also indicated that, as part of
the globalization process, "Latin America
and the Caribbean have become areas of
singular importance as emerging mar-

“Integration of the
region’s countries is the
key to the development
of their people. The
region is striving to
achieve development on
the basis of its
resources and in line
with its interests”

kets not only for the trade of goods and
services but also for forgign investment,
with the implementation of new norms,
structures, and institutions.”
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IS INTEGRATION"

He added that, within this context, the
region’s countries have made or are in
the process of carrying out basic
reforms in the energy sector. “Integra-
tion transposed to the field of energy
necessarily requires the use of mecha-
nisms and instruments aimed at harmo-
nizing energy intangibles and tangibles.
Among the former, the harmonization of
energy development plans and stan-

The Latin American Energy
Organization (OLADE)
extends its most cordial
greetings and
congratulations to the
Institute of the Americas
and its President,
Ambassador Paul H.
Boeker, for the Institute’s
ten years of highly fruitful
waork for the benefit of
hemispheric integration
and development.

dard-setting frameworks, made possible
through the establishment of individual
energy policies but compatible with
those of other countries. Amaong the lat-
ter, the creation of an infrastructure that
is sufficient for energy trade to take
place without abstacles and constraints
among the countries that are involved
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through all necessary channels. Inte-
gration of the region's countries is the
key to the development of their people
and to the successful development of

“Energy solidarity lacks
'substance if it is unable
to rely on the
cooperation of those
countries that can offer
and supply the
necessary technology
for the goods, services
and processes they
produce and develop"

their interests as a region. The region is
striving to achisve development on the
basis of its resources and in line with its
interests.”

When referring to international develop-
ments and, as part of them, the action of
regional entities specializing in energy
activities, such as the Hemispheric Ener-
gy Initiative and OLADE. asserted that 'In
all of these forums, to & greater or less-
er extent, there is an underlying dual
purpose. The first involves cooperation
activities aimed at promoting the inte-
gration of different countries. The
region’s countries foster integration in
order to meet their energy needs. They



have given up their nationalistic
approaches, which characterized the
seventies, in order to start up integration
processes with the objective of using
neighboring  energy sources  and
resources, 1o exchange them and com-
plement their own, which are not suffi-
cient to ensure the well-being of their
inhabitants hecause they are either
scarce or altogether ahsent. This
process been referred to as energy com-
plementariness, which because of its
scope and development leads o a sec-
ond objective, which is energy solidarity.
Energy solidarity lacks substance if it is
unable to rely on the cooperation of
those countries that can offer and sup-
ply the necessary technology for the
goods, services and processes they pro-
duce and develop,'

‘OLADE has been working to give a
human dimension to energy. We are
looking for energy that can be tapped
economically by our people, energy that
is not aimed at an elite and does not

“The concept of energy
solidarity, transformed
into a permanent
vocation for
cooperation, is a new
concept, which should
become widespread
and put into practice for
the benefit of mankind”

simply benefit certain given social or
production sectors. The concept of
energy solidarity, transformed into a
permanent vocation for cooperation, is
a new concept, which should become
widespread and put into practice for the
benefit of mankind,

OLADE's Executive Secretary indicated
that international cooperation will be the
groundwork on which the future of Latin
America and the Caribbean can be
based, as a region that has many chal-
lenges to face in the energy field, among
which the following: consolidation of
reforms to globalize the region’s energy
sector, harmonization of standard-set-
ting frameworks, dealing with several
adverse market conditions, investment
promotion, poverty abatement, anviron-
mental pravention, and transfer of tech-
nology.

When focusing on the need to promote
fresh investments, he highlightad the
fact that, in the past decade, the region
henefited from large amounts of
resources coming from direct and indi-
rect investment, as well as investment
from the local public and private sector,
whether in partnership or independently.
It also benefited from international tech-
nical assistance and cooperation in
many countries, which became the
basis for the development achieved by
the region. Cooperation is the seed for
the results of subsequent investment,
especially private-sector and specifically
foreign.

In this aspect there is an existential
imbalance. Although energy is the main
input to ensure the development of the
people, international cooperation, which
is the seed for investment and therefore
the source of profits and revenues, is
lacking from the energy sector. This
reality requires a revision of the funda-
mentals on which cooperation is based
and also requires that the errors that
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“Although energy is the
main input to ensure
the development of the
people, international
cooperation, which is
the seed for investment
and therefore the
source of profits and
revenues, is lacking
from the energy sector.
This reality requires a
revision of the
fundamentals on which
cooperation is based”

have been made be corrected so that the
course that had been abandoned be
adopted once again, by designing new
cooperation schemes, a strategic coop-
eration, aimed at the region’s countries,

Finally, he emphasized the new
approach to energy that OLADE has
pledged to implement, which places
energy issues beyond the limited realm
of economics, the environment, tech-
nology and purely operational aspects
and rather views man as the focus of
attention and the beneficiary of energy
resources. He concluded: "All of us
who are involved in energy activities
must give a human dimension 1o energy
in the century that is just beginning."
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BUSINESS AND INVESTMENT
OPPORTUNITIES IN THE ENERGY
SECTOR OF LATIN AMERICA AND

THE CARIBBEAN

ARGENTINA
Natural gas investmentis

The Government of Argentina has received
reparts from Shell regarding its intention to
invest US$1.5 hillion for the installation of a
plant for extracting liquid fuel from natural
gas in Tierra del Fuego.

The project has envisaged the use of 18 bil-
lion cubic meters of gas per day to produce
gasoil, virgin naphtha and kerosene, with-
out any sulfur content or aromatics, by
using a technology perfected by Shell in
order to produce liquid fuel on the basis of
natural gas at costs similar to oil distillates.

The project also envisages the production
of 100 MW with the use of heat generated
by the industrial process.

BOLIVIA-CHILE

Construction of the binational gas
pipeline

Bolivia is in the process of negotiating with
Chile the construction of a binational gas
pipeline, in order to export natural gas to
Pacific Rim markets. The Minister of Eco-
nomic Development of Bolivia, Carlos
Saavedra, reported that the Ministry of For-
eign Affairs of Bolivia is conducting negoti-
ations with its counterpart in Chile to draw
up the respective agreement.

The project consisted of investing US$3.5
billion for building the gas pipeline and a

gas condensation plant, possibility in the
Chilean port of Mejillones.

The Minister said that the project would
permit the sale of 45 million cubic meters
per day of Bolivian gas, 15 million more
than what it has already contracted to
export to Brazil as of the year 2004. Bolivia
is looking for new markets for its gas
reserves, which are estimated to amount to
46 trillion cubic feet.

BRAZIL

Petrohras invites tenders for bidding
process aimed at building the new plat-
form

Brazil's state oil company, Petrobras, has
announced an international bidding process
to replace its P-36 production platform,
which sank in April 2001 in the Campos
basin facing Rio de Janeiro.

Petrobras is looking for a machine that it
can lease so as to start up again, in August
2002, production in the Roncador field,
where the P-36 was operating, because the
building of a new platform would take at
least two years.

According to the base documentation of the
bidding process, the machinery would be
leased for a five- to eight-year period. Itis
expected that production in this field would
amount to at least 100,000 barrels of oil per
day, since peak production with the P-36
amounted to 180,000 barrels per day.
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Investment in electric power plants

Up to the year 2003, Brazil intends to make
investments estimated at US$30 billion in
projects that will be implemented with the
participation of the private sector for elec-
tric power generation. The building of 20
hydropower plants and the installation of
5,707 kilometers of transmission lines have
been envisaged.

Furthermore, aver the medium term, the
commissioning of 41 thermoelectric power
generation plants to tackle the energy cri-
sis has been planned.

COLOMBIA
Electric power interconnection bonds

The Colombian distribution utility Inter-
conexion Eléctrica S.A. (1SA) will be issuing
bonds in the amount of US$300 million to
sell them through stock exchanges abroad.

ISA is a mixed enterprise, 66% of whose
shares are owned by the Colombian State

MEXICO
Bidding processes for the oil industry

According to reports disseminated by the
Mexican state oil company Petroleos Mexi-
canas (PEMEX), during the present year the
company will be inviting tenders for various
bidding processes aimed at implementing
7,167 projects to promote the country's oil
and gas industry, in an amount estimated
at US56.5 billion. Of these projects, 3,204
will involve new works and 3,963 will
invalve maintenance actions.

Among the principal exploratory projects
that will be undertaken by PEMEX, the dis-
covery of new gas reserves on the conti-
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nental shelt located in territorial waters of
the Gulf of Mexico is noteworthy.

PERU
Minister of Energy invites investments

The need to make investments in new tech-
nology to increase oil reserves was empha-
sized by the Minister of Energy and Mines
of Peru, Mr. Carlos Herrera Descalzi.

The Minister indicated that technological
changes require investments that are not
compatible with the level of royalties current-
ly paid by oil companies to the State.
Because of this, he admitted that a suitable
formula would be to reduce the value of these
royalties on condition that the companies
pledge to make the necessary investments.

At the same time, he informed that compa-
nies operating in Peru’s power sector have
been invited to invest in the electric power
interconnection project with Ecuador.

VENEZUELA
Alliance with China to produce orimulsion

The President of Venezuela, Hugo Chévez,
and the President of China, Jiang Zemin,
have drawn up a development alliance,
including a partnership to produce arimul-
sion.

In this context, the President of Venezuela's
oil state company Petroleos de Venezuela
(PDVSA), Guaicaipuro Lameda, and the Pres-
ident of the National Petroleum Corporation
of China, Mai Funcai, signed two agreements:
a cooperation agreement to promote the pro-
duction of orimulsion and a contract to sup-
ply this fuel 1o this Asian nation.

Orimulsion is a trademark product that is
only sold by Venezuela. Its is elaborated by
mixing bitumen and water.
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As of the present issue of the Energy Magazine, the present
section will be reserved to publish the statements and opin-
ions of our readers regarding articles and information
published in our journal, as well as their viewpoints about

o In ini o n an d noteworthy aspects of the region’s current energy topics.
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The ideas or possible debates that might arise as a result of
this page will no doubt contribute fo promote the develop-

e afe ment of the energy sector in Latin America and the
Caribbean.

We shall begin by publishing a letter addressed to us by Mr,
A, Amit, Secretary General of the International
Electrotechnical Commission, on electric power sector inte-
aration.

Dr. JULIO HERRERA
Executive Secretary of OLADE
ECUADOR

Dear Or. Herrera:

In the January-February-March 2007 issue of Energy Magazine, | enjoyed reading the article entitled “Central American electric
power integration.” The author makes the point that there are & number of principal challenges to the regional interconnection
project: financing, ownership, management, governance and regulation. This last issue ig of most interest to the International
Electrotachnical Commission. The author states the challenge as follows: “Establishment of clear rules through regulations that
can ensure order for the Central American electric power market.”

Regulations and rules require clear definitions. Upon what basis will Central American states agree upon definitions? The answer
that comes immediately to mind is: International Standards. If Central American states wish to set regulations, they would do well
to rely on established methods and use established tools. By using 1EC International Standards, Guatemala, El Salvador, Hondu-
ras, Micaragua, Costa Rica and Panarna do not have to do the work of preparing their own and can devote time and energy to other
parts of the integration question.

All over the warld IEC International Standards provide the basis for essential legislation within the energy sector, and they pro-
vide a clear, technical means to interpret laws. When a government says to its contractors that the elements making up a power
arid must be built to specific standards to ensure the reliable delivery of electricity that is also safe for its citizens, contractors
can use IEC International Standards to guarantee these parameters. When a group of countries wishes to create a regional elec-
tric power grid by integrating national structures into one that is regional, the one way to ensure that all parts of the structure ars
of equal quality and reliability is to standardize all elements of the structure. 1EC International Standards are available for exact-
Iy this job.

Brazil, Colombia, Cosia Rica, Cuba and Mexico are today directly involved with the 1EC and we would welcome other states from

the region to investigate further what the IEC can do for them as Latin America and the Caribbean continue to develop their poten-
tial to participate in global trade in the 215t century.

Ifyou would like to publish this letter in Energy Wagazine, please feel free to do so. would also be happy to contribute a longer
article on the benefits to governments of International Standards, particularly of governments seeking to establish a harmonized,
regional approach to the issue of energy.

Best regards,

A. Amit
|EC General Secretary
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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.

Visit us on
Internet:

heep:/iwiww.clade . org.ec/publicaciones

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

After the International announicement inviting candidacies to fill executive vacancies and the respective seigction process by he
Organization’s Personnel Comimitfee, OLADE's Executive Secrefary designated new professionals fo be part of the Permanent
Secrelariat’s management. Their respective biographies are provided below:

OSCAR E. ARRIETA, Director of Energy Integration, is a
Peruvian national, born in Lima. He studied law and political
science at the Pontifical Catholic University
of Peru and took master's degree
courses in business law at the City
of London University (Polytechnic)
in the United Kingdom and
graduate courses in contracting
international oil investiments and
international technology transfer
contracts at the International Law
Institute of Georgetown University
in Washington, D.C.

His professional career includes the position of Head of Legal
Counsel for Exploration and Production of PETRORPERU 5.4,
where he was responsible for negotiating oil contracts for the
company until 1990, at which time he retired. As of 1990 and
up until the end of the year 2000, he conducted international
consulting activities for the World Bank and UNDP in various
countries, as well in his own country for international private-
sector mining and oil companies and state-owned mining, oil,
and glectric power companies.

From 1980 to 2000, he was also an external advisor to the
Ministers of Energy and Mines in oil and gas contracting ancd
legislation and the lawyer in charge of drafting the Law for
Organizing the il and Gas Sector in his country. He has worked
as an external advisor for OSINERG, which is the regulatory
agency for energy activities in Peru. He has also participated in
the elaboration of the regulations for transportation and natural
gas and the regulations governing the refationships between
campesino, native and tribal communities with oil investors. He
has been a member of the Privatization Committees of
PETROPERL S.A. and MINERO PERU S.A., as well as the Board
of Directors of a RELAPASA, a subsidiary of REPSOL in Peru,

Since 1995, he has been delegate for Peru in the Energy Working
Group (EWG) of Asia-Pacific Economic Cooperation (APEC), at
the Hemispheric Energy Initiative of the Summit of the Americas
and at the South American Summit, in charge of international
activities of Peru's public energy sector and accompanying
Ministers to the mesatings held for these forums.
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ERNEST BONDY-REYES, Director of Energy Studies and
Projects, is a Honduran national, born in Tegucigalpa. He earned
a degrae in agricultural engineering in
1974 from La Molina National
Agrarian University in Lima, Peru
and holds a master of science
degree in enginaering, with a
specialization in water
resources, from Utah State
University in the United States,
which he obtained in 1979, He
also studied legal and social
seiences at the Mational Autonamous
University of Honduras (UNAH).

During his professional career, he has acquired a wide range of
experience in the political, administrative, execulive and
conceptual aspects of davelopment projects and activities, not
only in the private business sector but also in various
international cooperation and assistance agancies, He has taught
at the university and held many govarnment posts in the fields
of rural engineering, energy, and natural resource and
envirgnmental managameant, Over the last several years, he has
been Director General of Water Resources, Under-Secratary of
Agriculture, Vice-President of the National Development Bank in
Honduras. and until the year 2000 Under-Secretary of Natural
Resources and Energy of the Ministry of Natural Resources and
Environment of the Republic of Honduras.

As a private consultant, he has participated in management,
implementation, legislation, administrative, and institutional
studies in the areas national and sustainable development. As
for energy issues in Honduras, he has worked on energy
diversification programs, alternative energy {solar and biomass,
especially firawood), rural community electrification, hydropower
watarshed management, promotion of the productive use of
electricity, the organization of energy initiatives and the
establishment of 4 specialized model for the socioeconomic
prioritization of rural electrification plans in Honduras. In
management positions inside the government, he has been
respansible for the administration and implementation of various
hydropower and multipurpose projects, as well as the political
and administrative responsibility over the last three vears for
nationzl energy, oil and gas, and mining activities.

Organi zaci 6n Lati noaneri cana de Eneraqia



Mr. Bondy has represented his country in numerous international
forums, conventions, treaties, and conferences and attended
workshops, seminars, coursas, and other training events, not
only as an instructor but also as a trainge, complementing his
professional know-how in a wide range of fields. In addition, his
personal interests have led to his involvement in business,
professional, political, social, and cultural activities. Ha is the
author of two literary works and has published many articles in
specialized journals and magazines.

GABRIEL HERNANDEZ-SUAREZ, Direclor of Energy Information,
is a Colombian national, who holds a degree in chemical
engineering, with specialization studies in energy planning and
a master’s degree in systems engineering.

He joined OLADE in August 1997 as

Coordinator  of  Informatics  and

Cocumentation.  Between April
2000 and January 2001 he was
Acting Director of Informatics
and Training.

His professional background has

enabled him to acquire a wide
range of suporience ino energy
demand and supply studies, energy
planning, development of statistical
studias and the dasign of survays, energy balances, information
systems, and the elahoration and analysis of ensrgy. econamic,
and environmental indicators.

Since 1980, he has been involved in the energy sector as
consultant and stafl of Colombian institutions such as the
Mational Planning Depariment where he participated in the
Mational Energy Study; the Ministry of Mines and Energy as
Director of Information Systems, where he developad the Energy
[nformation System (SIE), conducted studiss on energy demand
in different economic sectors, as well as energy planning work
and methodaological development for the elaboration of enargy
balances and energy demand/supply forecasting; Consultores
Unidos, where he participated in the study on the competitiveness
of coal compared to other energy sources; and GALHES
Ingenieras as gengral manager.

He has worked as an international consultant for OLADE, UNDP,
IDE and DECON in projects such as the development of the
Energy Information System of Nicaragua (SIEN), the Technical
Redesigning of Colombia’s Social Policy, the Application of Useful
Energy Balances in Energy Planning, and the Plan to Expand the
Distribution System of the City of Managua.

In OLADE, he has undertaken the elaboration of a new version of
the SIEE on Internet, the System for the Preparation of Energy
Balances, and the System to Calculate Greenhouse (Gas
Imventories. He has developed the System for Energy Forecasting
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Simulation and Analysis and is currently involved in promoting
the development of National Energy Information Systems [SIEN).

JEFERSON VASCONCELOS NUMNES, Director of Cooperation
and Training, 4 Brazilian national, graduated from the Federal
University of Rio de Janeiro in 1978 with a degree in social
sciences. He holds a graduate degree in public administration
from the Getulio Vargas Foundation of Rio de Janeiro.

He has been warking in the sector since
197% when he was a member of the
Working Group for Using Mational
Coal, set up by the Ministry of
Wines and Energy of Brazil. He
held various positions in the
state-owned  utilities  Light
Servicios de Electricidad and
Compafia Auxiliar de Empresas
Eléctricas Brasileras in the areas of
administration and training, especially
in the fizlds of energy conservation, enargy

afficiency, and energy supply/damand forecasting.

He was on the staff of the House of Representatives of Brazil and,
a3 such, he was involved in the work undertaken by the Mines
and Energy and Foreign Affairs Commissions, in addition to
coordinating and supporting the elzboration of cooperation
programs and projacts for the Municipal Prefectures and
conducting a follow-up of the requests addrassed to federal
public financing, development, infrastructure, and training
institutions.

He has also provide consulting services to international
organizations, public and private companies and institutions
involved in privatization programs and projects, especially in the
enargy, regulatory, strategic planning, sustainable development,
and renewable energy sectors. He has carried out studies on
enargy balances and matrix and organized seminars.

i —
In coming weeks, Dr. Luis Alherto Vasquez, a Mexican nation-

| al, will join OLADE's management staff as Head of Internal
Menitoring.

Furthermore, OLADE’s Exscutive Secretary has ratified the
following staff: =

= Juan José Castro, Uruguayan, Head of the Executive
| Secretany’s Office: '
= Mark Bender,Guyanese, Coordinator of Cooperation and
Training '
Byran Chiliquinga, Ecuadorian, Project Coordinator
Gustavo Martinez Ecuadorian, Coordinator of Public
Affairs _
* Elvia Ortega Ecuadorian, Coordinator of Administration
and Finance
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LIST OF PUBLICATIONS ISSUED BY OLADE

E'juﬂ I:S.l'E'l

Title Pricel Unit
_ uss
PERIOD 1983-1994
EMERGY AND ENVIROMMENT
Guide for Assassing the Environmental Impact of Geothermal Developments for Energy Purposes, 161 pp; 30
1993 (SIE)
Guide for Azzessing the Environmental Impact of Thermoelectric Stations. 231 pp: 1993 (SIE) <[V
Guide far Assessing the Environmental Impact of Biomass Developments for Enengy Purpases, 260 pp; 1984 a0
{SE)
Guide for Assessing the Environmental Impact of Hydropower Stations, 612 pp: 1994 {3/E) 30
The Incremental Cost of Reducing Greenhouse Gas Emissions in Power Generalion, 148 pp; 1984 [S(E) &0
RE MEWHBLE EMERGY SOURCES
Praliminary Wind Map of Latin Amenica and the Caribbean (& vol.), 260 pp; 1583 (3) &0
Sular Climatology Aas (2 vel). 366 pp; 1987 (SIE) 511]
FINANGIMNG
Energy in Latin America and the Caribbean: Expansion of the Seventies and Crisis of the Eighties, 71 pp; 1981 10
ISE)
GEOTHERMAL ENERGY
Guids for Assessing Energy Potential in Geatharmal Zones Prior to the Feasibility Stage. 22 pp:; 1994 (STE) 20
Guida for Geothermal Feasibility Studies, 174 pp; 1994 {S/E) H
Guide for Gaothermal Reconnaissance and Prefeasibility Studies, 138 pp; 1994 [S/E) 30
Guide for Preparing Lean Applications for Geolhermal Invastment Projects, 46 pp; 1994 (S/E) 25
Guide for the Development Stags of a Geothermal Project, 35 pp; 1994 1SIE) 30
Zuide for the Cperation and Maintenance of Geothermal Fields, 1994 (SIE) a0
Planners’ Information Guide on Geothermal Energy. 1994 (S/E} an
HYDROPOWER )
Guide for Conducting Irventaries of Small River Basing. 198 pp; 1986 (3) il
Guide for Designing Civil Works for Small Hydropower Stations, 351 pp; 1986 (S) 20
Shared Hydropower Developmeants (8 vol), 97 pp; 1988 {3) 80
Guides for Designing Electric Power Systams Associated 1o Small Hydropower Stations [3 vol.) (Spanish anly), 45
1988 —
COTHER PFUBLICATIONS -
Lafin Armerican and Cariobaan Manual for Contralling Eleciic Power Losses (2 vols.), v1 146 pp; v2 110 ppy a0
1953 (5}
PLAMMING AND ENEB_GY POLICY
The State's Role in the Energy Sector, 317 pp; 1980 (SIE) 35
Bases for a Latin American and Caribbean Energy Strategy for the Minefies. 58 op199118) 26
Enerqy Situation of Latin America and the Caribbean: Transition Toward the 21st Century 412 op: 1991 (5} il
Energy Praspects and Econamic Development in the 21st Century: The Outlook for Latin America and the 30
Caribbean in a World Conlexl. 123 po. 1983 (S(E)
Conferenca Palicy Challenge for the Mineties:Overcoming the Electric Power Sector Crisis in the Countries of an
Lalin America and the Canbbean. oapers and proceadings, 1992 (S/E)
{Lafin America and the Caribbean: Energy-Economic Efficiency and Private-Sector Participation: A Key 10
Element in Powar Sector Recovery, 28 pp: 1993 (S/E]
PERIOD 1995-2001
REHEWABLE ENERGY SOURCES
Training Manual in Photovoltaic Systems for Rural Electrification, 189 pp. 1996 (S/E) 40
ENERGY STATISTICS
Energy-Economic Statistics & Indicators of LAC, 430 pp.; 2000 (S/E) il
PERIODICAL PUBLICATIONS
Energy Magazine (4 annual issues); [SE) 50
PLAMNING AND ENERGY POLICY
Madermizaton and Privatization of the Latin American Ol Subsector, 179 pp: 1595 (SIE) 30
Reforming, Rastructuring, and Regulating the Electric Power Subsectar of Latin America and the Caritsbean, 30
246 pp; 1985 (SIE)
Energy Inteqration in Latin America and the Caribbean, 171 pp; 1996 (S/E) R
Eneray and Sustainable Development in Latin America and the Caribbean, 91 pp; 1997 (3/E) 30
Energy Sector Modernization in Latin America and the Canbbean, 252 po.; 1988 (S/E] ag
Matural Gas in the Energy Palicy of Lalin Amarica and the Caribbean, 147 pp.; 1986 (5) 35
Energy Report of Latin America and the Carbbean 1999 ard Forecasfing 2000-2020, 88 pp.: 2000 [S/E} 30
Proceedings of Encrlnc@8, 400 pp.; 1988 (S/E) ]
fesults of Modernization Procasses and Energy Integration Prospacts for Latin America and the Caribbear, 0
215 po.: 1899 [SIE}
Energy Inferconnections and Reqional Infegration in Latin America and the Caribbean, 146 pp.; 14998 (8/E) 40 |
Erﬂrgy.r and Sustainable Development in Laiin America and the Caribbean; Guide for Enargy Palicymaking, 128 50
Ene:g'g.- and Envirgnmental Law in Latin America & the Caribbean: Legmlatwe Inventory & Analysis, 100 pp.; 29
2000 [S/E)
Erwiranmental Palicy and Legislation for the Energy Sector in Latin America & the Caribbean: Taol kit, 28 pp.; 10

Mote: (3] publication available in Spanish, (E) publication available in English
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