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QPresident Sebastián Piñera said
July 15 that Chile must boost
investment in hydroelectricity
and also develop more renew-

able power in order to help double capac-
ity over the next decade. Are increased
hydropower and renewable energy the
best ways for Chile to increase energy
generation? How much progress is cur-
rently being made on increasing hydro-
electric capacity and how much more
progress needs to be achieved over the
years on large- and small-scale projects?
How important is increasing electrical
capacity to Chile's long-term economic
growth? How important a factor is South
American integration in Chile's energy
sector and economic development plans?

ARoger Stark, member of the
Energy Advisor board and part-
ner at Curtis, Mallet-Prevost,
Colt and Mosle LLP in

Washington: "Increasing Chile's thermal
electric generating capacity over the com-
ing years is key to returning long-term
economic growth to pre-recession levels.
South American energy integration is a
significant, but less than essential factor
because of Chile's painful experience in
2007 (when Argentina, unable to produce
enough natural gas to serve all of its
domestic customers, cut off deliveries to
Chile). The Piñera administration has
vowed to expand Chile's renewable ener-
gy resource base, but that path is not with-

out complications. For example, the
HidroAysén hydroelectric project and its
associated transmission lines have drawn
significant opposition based on environ-
mental concerns. Equally important, the
intermittent nature of renewable resources
raises technical issues regarding peak load
generation, reactive power and load bal-
ancing, all of which make it difficult to
envision a 100 percent renewable energy
resource base in the near future. That said,
it can be expected that Chilean electric
sector planners will use innovative tech-
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BOARD OF ADVISORS
FEATURED Q&A

How Should Chile Increase Its Power Capacity?

Peru's prime minister, Javier Velásquez,
on Thursday urged hundreds of
Peruvians opposed to natural gas
exports to stop sabotaging a pipeline
owned by foreign firms, Reuters report-
ed. See story on page 3.

File Photo: Government of Peru.

Peru's Prime Minister Urges
Protesters to Halt Gas Sabotage



Oil & Gas News

Ecuador Agrees to Keep $7 Bn in Oil 
Untapped in Exchange for U.N. Fund

The United Nations Development
Program (UNDP) and Ecuador on
Wednesday announced they have reached
agreement to set up a trust fund to protect
an ecological site in an oil-rich area of the
South American country's Amazon
region, the United Nations said. Ecuador

will now seek contributions from govern-
ments to protect those fields from drilling,
but its government stressed that the initia-
tive would not become a reality until the
funds are collected. The trust fund, which
has been debated for three years and will
be administered by UNDP, aims to eventu-
ally hold at least half of the estimated $7
billion that tapping the oil would bring,
according to the United Nations. An esti-
mated 846 million barrels of crude oil
lying under the Yasuní National Park will
be left alone under the deal that was signed
Tuesday in Quito. When the idea was con-
ceived, Ecuador was hoping wealthy coun-
tries and environmental groups would pay
it some $350 million per year to leave the
oil in the ground. President Rafael Correa
was widely praised for the concept when it
was suggested in 2007. One potential stick-
ing point is whether future administra-
tions will honor the deal. [Editor's note:
See related Q&A in the June 11-15, 2007,
issue of the Energy Advisor.]

Ecopetrol, Talisman Buying BP 
Assets in Colombia for $1.9 Billion

Colombian national oil company

Ecopetrol and Canada-based Talisman
Energy reached a deal Tuesday to buy the
Colombia operations of beleaguered
British oil major BP for $1.9 billion,
Talisman said. BP has been seeking to raise
funds to pay for the Gulf of Mexico oil
spill. The deal includes a "working capital
adjustment" estimated at approximately
$145 million. Talisman will acquire a 49
percent interest in the business for $858
million (excluding its share of working
capital), while Ecopetrol will take the
remaining 51 percent interest. The trans-
action is expected to close by the end of
2010, subject to Colombian and U.S. regu-
latory approval. Talisman and Ecopetrol
are currently partners in several blocks in
Colombia and Peru. Talisman has been
operating in Colombia for 10 years but
only recently expanded its business in the
country. It has set target production of at
least 50,000 barrels of oil equivalent per
day (boe/d) in Latin America. The BP deal
provides 12,000 boe/d net to Talisman.

Venezuela: PDVSA Profits Fall 
50 Percent to $4.5 Billion in 2009

Venezuelan national oil company PDVSA
on Tuesday said it earned a profit of $4.49
billion last year, down some 50 percent
from $9.41 billion in 2008, EFE reported.
Exports last year declined to 2.68 million
barrels a day. Speaking at PDVSA head-
quarters in Caracas Tuesday, Energy and
Petroleum Minister Rafael Ramírez said
the "global capitalist crisis" was a major
factor in the sharp fall in net income last
year, according to the report. OPEC, the
global oil cartel that Venezuela helped

found, cut its production quotas in order
to keep world crude prices up in 2009.
Venezuela depends on oil for 95 percent of
its exports and its economy will require
dollar currency inflows of $58 billion this
year and $63 billion in 2011, Bloomberg
News reported this week, citing a Morgan
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Guatemala Court Will Allow
Perenco Drilling in Park

Guatemala's Constitutional Court
on July 30 upheld a decision by the
executive branch to renew French oil
company Perenco's oil-drilling con-
tract in a protected national park,
the Latin American Herald Tribune
reported. Chief Justice Roberto
Molina told a press conference that
his court analyzed the decision by
President Álvaro Colom's adminis-
tration and found nothing illegal.
The court denied an environmental
group's request for an injunction to
void the contract on grounds it
would harm the national interest.

Foster Wheeler Wins Contract 
for LNG Terminal in Uruguay

U.S.-based Foster Wheeler said
Tuesday that it has been awarded a
contract for a new liquefied natural
gas receiving terminal to be built in
Montevideo, Uruguay. The contract
was awarded by Uruguay's state-
owned oil company ANCAP.
Uruguay and Argentina signed an
energy cooperation agreement in
July 2007 for the construction of the
regasification plant in Uruguay. The
project will supply natural gas for
local consumption in Uruguay and
also will supply gas to help meet
demand in Argentina. No financial
details were disclosed.

Duke Energy Q2 Earnings Nearly
Double in Latin America

Duke Energy International, which
has 4,000 MW of generation capaci-
ty in Latin America, said its earnings
in the region nearly doubled in the
second quarter of 2010 to $126 mil-
lion compared to $68 million in the
second quarter of 2009. Results were
boosted by favorable foreign
exchange rates and better hydrology
in Brazil, the company said.

PDVSA added 39 billion barrels to

proven reserves in 2009, bringing

total reserves to 211 billion barrels.

Ecuadorean officials signed the agreement
Tuesday in Quito.

Photo: Ecuadorean Government.
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Stanley analyst. Oil export revenue could
range from $34 billion to $51 billion in
2010, Morgan Stanley estimated. Ramírez
said that in 2009, PDVSA added 39 billion
barrels to proven reserves, bringing total
reserves to 211.17 billion barrels. He
added the company has incorporated
9,812 new employees due to PDVSA's
absorption of the operations of several
private firms. PDVSA faces some $43 bil-
lion in compensation claims filed by com-
panies affected by government takeovers
in the International Center for Settlement
of Investment Disputes at the World Bank,
local daily El Universal reported last week.

Peru's Prime Minister Urges
Protesters to Halt Pipeline Sabotage 

Peru's prime minister on Thursday urged
hundreds of Peruvians opposed to natural
gas exports to stop sabotaging a pipeline
owned by foreign firms, Reuters reported.
Gas is still flowing, but electricity supplies
for a third of the country are at risk
because gas from the pipeline feeds gener-
ators in the south of Peru, said Prime
Minister Javier Velásquez. "This is very
serious," Velásquez said on RPP radio.
"We'll go to the negotiating table but not

unless they call off the protest. We reject
acts of violence and we have to leave the
contract for exports in place." Protesters
in the region of Convención have recently
set part of a work camp on fire and cut a
fiber optic cable that helps control gas
flows, according to reports. Protesters fear
plans to export fuel will lead to domestic
energy shortages in the future. The gov-
ernment says that gas from the wells near
the protest site is not being exported and
that fuel shipped abroad comes from wells

elsewhere in Peru, Reuters reported. The
administration of President Alan García
has faced conflicts—some of them dead-
ly—over the nation's management of nat-
ural resources since taking office in 2006.
In June 2009, long-simmering protests in
the Peruvian Amazon turned exceptional-
ly violent, leaving dozens of police and
protesters dead. Indigenous groups who
oppose the breakup of communal land for
oil and gas development blocked roads
and took over facilities belonging to state
oil company Petroperú and threatened an
airport used by Argentina's Pluspetrol.
[Editor's note: See related Q&A in the
June 15-19, 2009 issue of the Energy
Advisor.] The government has sought to
frame the protests against exporting gas as

a political ploy being carried out by the
opposition in the run-up to regional elec-
tions later this year and general elections
next year. "There are political oppor-
tunists who make headlines in the media
by criticizing Camisea and the exportation
of gas," Jaime Quijandría, a former minis-
ter of energy and mines under President
Alejandro Toledo, told the Energy Advisor
last October.

Venezuela Shipping More 
Oil to China to Pay Off Loan 

Venezuela is shipping 200,000 barrels of
oil per day to China to repay $20 billion of
debt borrowed from the Asian nation to
finance power, agriculture and technology
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Comings and Goings

BPZ Resources Names BP Veteran Richard Spies as COO

Houston-based oil and gas exploration company BPZ Resources said Monday that
Richard J. Spies had been named chief operating officer and Cesar Ortega as vice
president of operations at the company. Most recently, Spies was president of BP
Russia from 2005 until he retired from BP in 2009. He will be based in Houston and
will report to president and chief executive officer, Manolo Zuñiga. Ortega, who will
be based in Lima, Peru, also has a background at BP, as well as Occidental Petroleum.
Spies replaces Frederic J.L. Briens at BPZ, who has assumed the role of chief of strat-
egy and technology. BPZ has proven oil reserves of 37.5 million barrels of oil, the
company says, and operates primarily in Peru and Ecuador.

TECO Energy Names John Ramil New Chief Executive Officer

Tampa-based TECO Energy on Thursday named John Ramil the company's new
chief executive officer. He was promoted from the president and COO position and
succeeds Sherrill Hudson, who will serve as board chairman through December 2010.
Ramil has been with TECO Energy for more than 34 years, joining Tampa Electric in
March 1976 as a cooperative education student while attending the University of
South Florida. In Latin America, TECO has electric power generation and distribu-
tion businesses in Guatemala.

Peabody Energy Names New V.P. for International Government Relations

St. Louis-based Peabody Energy, which describes itself as the world's largest private-
sector coal energy company, on Monday named Michael J. Flannigan as vice president
of international government relations. "Flannigan will be responsible for strengthen-
ing Peabody's relationships with key international policymakers and stakeholders,
influencing global policy issues affecting Peabody and supporting the company's
strategic interests on the global stage," the company said in a press release. Prior to
joining Peabody, Sumner was director of corporate development with Ohio-based
RPM Inc., where he worked on projects in Latin America and Europe.“ We'll go to the negotiating

table, but not unless they 

call off the protest.”
— Javier Velásquez

http://www.thedialogue.org/uploads/LAA/Energy/2009/LEA090619.pdf
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projects, Oil Minister Rafael Ramírez said
Wednesday in an interview in Caracas
with Bloomberg News. Venezuela is plan-
ning to ramp up China shipments to 1
million barrels a day by 2012. "We're
diversifying our export markets; our inter-
national policy is going in this direction,"
Ramírez said. Venezuela's socialist presi-
dent, Hugo Chávez, has periodically, as
recent as last month, threatened to cut off
oil shipments to the United States, its
largest market, over political differences.
Venezuela operates two very large crude
carriers with China and will start con-
struction on a joint refinery at the end of
this year in the Asian country, according
to the report.

Political News

Venezuelans Criticize Obama
Nominee for U.S. Ambassador

U.S. President Barack Obama's nominee
for ambassador to Venezuela was criti-
cized Wednesday by supporters of
President Hugo Chávez over his written
remarks on a Senate confirmation ques-

tionnaire, Dow Jones reported. Larry
Palmer, a diplomat who was most recently
president of the Inter-American
Foundation in Washington, reportedly
said on the Senate questionnaire that
Venezuela's military had "morale and
equipment problems" and that "there has
been a noted preference for political loyal-
ty over professional talent." "Morale is
reported to be considerably low, particu-
larly due to politically oriented appoint-
ments," he stated. Palmer also reportedly
referred to a link between people in the
Chávez government and Colombia's

FARC guerrillas. The criticism from back-
ers of President Chávez was sharp and
swift. "Larry Palmer hasn't even arrived in
Venezuela and he's already casting stones,"
Andrés Izarra, the president of the pro-
government television network Telesur
said Tuesday upon hearing of the ques-
tionnaire. "His comments reveal a nega-
tive prejudice against Venezuela." A con-
firmation vote for Palmer's nomination in
the U.S. Senate, which goes on recess Aug.
9, will likely take place in September.
[Editor's note: See a profile of Palmer in
the July 13 issue of the Advisor.]

Iran Rejects Lula's Offer of Asylum
for Condemned Woman

Iran's government on Tuesday rejected an
offer from Brazil to give asylum to an
Iranian woman sentenced to death by
stoning, Al Jazeera reported. Brazilian
President Luiz Inácio Lula da Silva had
been "emotional" last weekend, and prob-
ably had insufficient information about
the case, when he made the offer, said
Ramin Mehmanparast, Iran's foreign
ministry spokesman, on Tuesday. Sakineh
Mohammadi Ashtiani, 43, was initially
sentenced to death by stoning for adultery,
but the execution has been put on hold
amid international protests. Lula offered
refuge to Ashtiani during a campaign rally

for his party in southern Brazil last
Saturday. Lula's friendship with Iran has
caused concern among countries pressur-
ing the Middle Eastern nation over its
nuclear program.

Economic News

Mexico Economy Recovering
Steadily: Finance Ministry

Mexico created 45,697 formal jobs in July,
Finance Minister Ernesto Cordero told
lawmakers Wednesday, Bloomberg News
reported. Employers in the retail, manu-
facturing and services industry added
positions particularly strongly, he said.
Total job creation in the first seven
months of the year numbered 559,070.
The country has officially forecast 525,000
to 625,000 new positions this year, accord-
ing to the report. Consumer confidence in
Mexico also rose in July from a year ago,
according to data published Wednesday by
the National Statistics Institute (INEGI),
Dow Jones reported. Mexico's consumer
confidence index rose to 87.4, up from
85.4 in July 2009, but slightly lower than
87.5 in June. Last year, Mexico was facing
its worst economic contraction in more
than a decade in the wake of the United
States' financial meltdown. The index is
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Izarra

File Photo: Venezuelan Government.

nologies (for example, demand response and electricity storage) to both make the
existing grid more efficient and achieve the best feasible balance between traditional
and renewable generation resources. Significantly, these initiatives also may lead Chile
to develop post-Kyoto policies for monetizing carbon credits. In short, Chile appears
poised to continue its role as a regional leader in policy innovation."

ABeatrice Rangel, director of AMLA Consulting in Miami Beach: "Just as
Chile has led the way in economic stability and growth in Latin America, it
has the potential to be a regional leader in solar, wind, ocean and geothermal
energy. It also has a real potential to use energy efficiency and conservation

to reduce demand. Clean energy, efficiency and conservation should be the focus of
Chile's energy development efforts. This could prove to be more effective in terms of
furthering and deepening economic development than devoting resources to tradi-
tional sources of energy such as nuclear, fossil fuels and hydroelectric power. These
sources are not only showing their destructive impact upon the environment but, in
the case of fossil fuels, are posing significant challenges to energy security as they tend
to be abundant in countries that are run by populist or semi-authoritarian regimes

Continued on page 6
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starting to approach the levels observed in
the third quarter of 2008, Dow Jones
reported. The country's gross domestic
product is expected to expand between 4
percent and 5 percent this year. The econ-
omy expanded by an estimated 7 percent
in the second quarter of 2010, the fourth
consecutive quarter of growth following
last year's recession, the Associated Press
reported.

Brazilian Industrial Production 
Falls More Than Expected in June

Brazil's industrial production fell more
than economists expected in June, drop-
ping a seasonally adjusted 1 percent as
compared to May, Dow Jones reported
Tuesday. Output at mines and factories
declined, in part, because of holidays
declared on days Brazil competed in some
World Cup matches, according to the
report. The June decrease exceeded the
median estimate of a 0.95 percent decline
from analysts polled by the local Estado
news agency. Consumer goods, capital
goods and the semi-durable and non-
durable goods sectors led the declines,
Brazil's statistics agency IBGE said.
Despite the lower-than-expected figure in
June, Brazil's economy is growing steadily.
Industrial production grew 11.1 percent
in June compared to the same month a
year ago, according to the report.

Mercosur Presidents Agree 
to Common Customs Code

The Mercosur trade bloc on Tuesday
agreed to a common customs code that
should speed commerce across the
Southern Cone, Dow Jones reported.

Argentine President Cristina Fernández
de Kirchner announced that she and other
presidents approved the customs regula-
tions in their closed-door meeting. "It's an
issue we've been trying to resolve for a
long time, and it's an achievement for all
of us," Fernández said. Mercosur, which
has faced difficulties harmonizing differ-
ences between its big economic members
(Argentina and Brazil) and its small ones
(Uruguay and Paraguay), has long sought
to eliminate double-taxation and related
transport delays on imports that move
through one member country in order to
reach another. The common code will be
phased in before fully taking effect in
2012.

Peru Expects Central American 
Trade Talks to Launch in October

Peru's government said Tuesday it expects
to launch its first round of free trade talks
with five Central American countries—El
Salvador, Guatemala, Costa Rica,
Honduras and Nicaragua—this October
after some delays, state news agency
Andina reported. Peru has already
launched talks with Panama, according to
Peru's Ministry of Foreign Trade and
Tourism. Peru's deputy trade minister,
Eduardo Ferreyros, said Monday that dif-
ferences in trade agendas was behind the
delay, the report stated. Central America
completed its negotiations with the
European Union a few months ago and
now is undertaking a legal review process
of the free trade agreement text. In related
news, the governments of Peru and Turkey
could start negotiations on a free trade
accord in 2012, the Peruvian Trade and
Tourism Ministry announced Sunday.
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Mexico, Chile Recognize
Government of Honduras' Lobo

The governments of Mexico and
Chile have formally recognized the
government of Honduran President
Porfirio Lobo, the Associated Press
reported Saturday. The restoration
of diplomatic ties to the Central
American nation comes more than a
year after President Manuel Zelaya
was forcibly whisked out of the
country in a military-backed coup.
Lobo was elected last November and
took office in January. Zelaya has
been in exile in the Dominican
Republic.

Raúl Castro: Cuba Will Loosen
Some Self-Employment Rules

Cuban President Raúl Castro said
Monday that the communist nation
will relax some self-employment
rules and will commercialize some
production and make hiring easier,
EFE reported. In a speech to parlia-
ment, Castro said the measures
amounted to a "structural and con-
ceptual change." He also said state
workforces would be reduced and
that the country must "eliminate
forever the notion that Cuba is the
only country in the world where
you can live without working."

Bolivian Businessman Provides 
$1 Bn for Lithium Investment Fund

Bolivian businessman Marcelo
Claure has put up $1 billion to start
the first investment fund focused on
lithium companies, EFE reported
Monday. Claure, the founder of
Miami-based Brightstar Corp., said
the investment will aid in the
exploitation of Bolivia's Uyuni Salt
Flat lithium reserves. Studies have
said Bolivia may have between 5.5
million and 9 million tons of lithi-
um reserves. Lithium is the main
ingredient of rechargeable batteries
for vehicles and high-tech devices.

POLITICAL & ECONOMIC BRIEFS

Q&A Index
A review of the Featured Q&As in the Energy Advisor in the month of July.

July 26-30: Can Caricom Come Up With a Better Regional Energy Policy?

July 19-23: How Can the Dominican Republic's Power Sector Get on Track?

July 12-16: How Has the Gulf Oil Spill Altered the Future for Petrobras?

July 5-9: Will Colombia Become a Major Oil Producer Any Time Soon?

Subscribers may pose questions to the Board of Advisors for the Featured Q&A 
by contacting Editor Gene Kuleta at gkuleta@thedialogue.org.
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which make them quite unreliable in
terms of supply. Chile already went
through trying times in 2007-08 when a
drought coincided with Argentina's deci-
sion to halt exports of natural gas. Today,
Chile has the advantage over most Latin
American nations in that it can choose
between moving forward to build a clean
energy economy that is good both for
long-term economic growth and envi-
ronmental protection, or it can remain

in the past, supporting fossil fuels and
large hydropower as its main sources of
energy. The first path leads to abundant
electric power and prosperity. The sec-
ond to environmental destruction and
postponement of energy crises that will
translate themselves in outages and
bumpy economic growth."

AHugh Rudnick, director of
Systep Engineering in
Santiago and an electrical
engineering professor at the

Universidad Católica de Chile: "Chile is
a fast-developing country aiming at eco-
nomic annual growth rates of 6 percent
or higher, which necessarily require
increasing its energy supply, particularly
in electricity. Doubling its electricity gener-
ation infrastructure every 10 years is a chal-
lenge for a country that is heavily dependent
on foreign fossil fuels. Hydroelectricity and
renewables remain as the only local
abundant sources for energy supply. In
spite of that, imported coal, which is able
to produce electricity at competitive
rates, still arises as an attractive resource.
Private investors are thus heavily invest-
ing in new coal thermal plants. However,
Chile is concerned about its growing
level of CO2 emissions and is looking for
long-term cleaner generation technology
alternatives. Liquefied natural gas could
be a path, but nowadays it is too expen-

sive to become an expansion fuel.
Renewable technologies, with the excep-
tion of hydroelectricity, are still too
expensive to become the driving energies
for the country. Hydroelectricity there-
fore appears as a resource that can
importantly contribute to supply the
country's electricity for the next decades,
and President Piñera has indicated his
government's support to its develop-
ment. Both major hydroelectric plants in

central Chile and Patagonia and small
mini hydro units along the country may
contribute, but both face difficulties of
different character. Major plants have
been facing strong opposition by envi-
ronmental nongovernmental organiza-
tions and mini hydros face bureaucratic
and economic barriers in their connec-
tion to distribution and transmission
networks, although the government is
trying to improve regulation to facilitate
their incorporation. Nuclear energy
seems a possibility for the long term,
given its environmentally friendly char-
acter, but its introduction will very much
depend on gaining acceptance by the
population, on developing needed state-
private consortiums to build the first
plants, and on final supply costs. While
economic integration in South America
has been growing, energy integration
trends, which seemed most promising in
the early years of the 21st century, suf-
fered a serious drawback with the unilat-
eral decision by Argentina to break its
international agreements and cut gas
exports to neighboring countries."

The Advisor welcomes reactions to the
Q&A above. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.

Featured Q&A
Continued from page 4
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“Imported coal, which is able to produce electricity at 

competitive rates, still arises as an attractive resource.”
— Hugh Rudnick


