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QArgentina has the world's third-
largest technically recoverable
shale-gas resources, according
to the U.S. Energy Information

Administration, with several large shale
gas discoveries recently announced in
the country's Neuquén Basin. Mexico is
ranked fourth globally, while Paraguay,
Uruguay, Brazil and several other Latin
American countries also boast of the
potential for their shale resources. Will
shale gas lead to another energy boom for
Latin America? How do investors view
the potential for shale gas deposits,
which involve new technologies and
uncertain regulatory structures, com-
pared to the region's rich conventional
resources? How will shale gas affect
existing natural gas businesses, as well
as the development of plans for liquid nat-
ural gas and other sources of energy such
as wind and solar? What are the environ-
mental challenges associated with shale
gas? How should the exploitation of shale
gas be regulated in Latin America? 

APaul Isbell, visiting senior fel-
low at the Inter-American
Dialogue: "If shale gas can suc-
cessfully deal with a number of

challenges, it could underpin a new global
gas bridge to a feasible low-carbon future.
These challenges include serious environ-
mental concerns about the potential
effects of 'fracking' on the quantity and
integrity of water supplies, the potential

for 'fugitive emissions' of methane to
escape during the fracking process and lin-
gering uncertainties surrounding the cost
equations of shale basins beyond North
America. Nevertheless, the shale gas boom
in the United States has been real and its
demonstration effect has been powerful.
Only time will tell if shale gas potential can
be successfully (and safely) demonstrated
on a significant scale elsewhere; but if it is,
the full-blown global gas revolution will
be on. Argentina and Mexico are estimat-
ed to possess the world's third and fourth
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Can Shale Gas Really Transform the Region's Energy Sector?  

Energy ministers from most of the
countries that participate in
Petrocaribe, including Venezuelan
Energy Minister Rafael Ramírez, con-
cluded an agreement on more than $16
billion in new investment on Tuesday.
See story on page 2.

File Photo: Venezuelan Government.

Petrocaribe Ministers Ink Plan
for $16 Bn in New Investment



Oil & Gas News

Petrocaribe Ministers Ink Plan for
$16 Billion in New Investment

Energy ministers meeting in Managua
representing most of the 18 countries that
take part in the Venezuela-sponsored
Petrocaribe initiative on Tuesday conclud-
ed an agreement on more than $16 billion
in new investment, EFE reported.
"Progress is being made in developing
eight energy infrastructure projects with

an estimated investment of close to $16.7
billion," said Venezuelan Energy Minister
Rafael Ramírez. No specifics on the proj-
ects were cited in the report. Also at the
conference, Ramírez confirmed plans are
on track to build one new oil refinery in
Cuba and another in Nicaragua.
Petrocaribe now accounts for 45 percent
of the energy needs of 14 of the initiative's
18 member countries, according to the
report. The conference's agenda sought to
expand the scope of Petrocaribe beyond
strictly preferential-term oil purchases, as
the program, which was established in
2005, initially set out to do. In Managua,
the ministers made a commitment to
studying the possible incorporation of
food security into its programs. They also
agreed to form a working group specifi-
cally focused on electricity projects and
discussed the need to develop the region's
renewable energy sources, mainly geot-
hermal and wind power, Ramírez said.
"We think Petrocaribe, given its develop-
ment, should transcend the merely ener-
gy-related (and) make inroads into food
(security) issues and a bigger push into

fair trade-related issues," he added. The
organization is planning to hold a summit
of member heads of state in Venezuela
later this year, but the health of ailing
President Hugo Chávez has cast doubt on
its timing.

Ecopetrol's Profits Double 
on Higher Production, Prices  

Colombia's Ecopetrol said Monday after
the market closed that its profits for the
third quarter more than doubled as oil
prices rose and the company experienced
record levels of production, Bloomberg
News reported. Net income increased to
4.15 trillion pesos ($2.2 billion), as com-
pared to 1.79 trillion pesos last year, while
production rose 16 percent. Rising output
at the state-run company has made
Colombia South America's third-largest
oil producer. The company's $80 billion
investment plan through 2020 is aimed at
boosting daily production to 1.3 billion
barrels. President Juan Manuel Santos
plans to sell as much as 10 percent of the
government's stake to pay for infrastruc-
ture repairs related to recent flooding.
Meanwhile, the company announced
Thursday that it has struck oil at the Logan
1 exploratory well in the Gulf of Mexico,
Dow Jones reported. Norway's Statoil is
the operator of the block, while Ecopetrol
has a 20 percent stake in the project. The
find is Ecopetrol's first success in the Gulf
of Mexico. [Editor's note: See related Q&A
about the Colombian oil sector in the Sept.
26-30 issue of the Energy Advisor.]

Power Sector News

Eletrobras Bids for Stake
in Portugal's EDP  

Brazil's Eletrobras, the largest publicly
traded power company in Latin America,
has placed a bid for a 21 percent stake in
EDP Energias de Portugal, Bloomberg
News reported Oct. 21. Eletrobras did not
disclose the price of its offer for the stake
in EDP, which the Portuguese government
is selling. Portuguese state holding compa-
ny Parpública said earlier that six entities
had expressed interest in the stake, but it
did not identify them. Among the other
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Protests, Violence Threaten 
Pacific Rubiales Colombia Field 

Canada's Pacific Rubiales on
Tuesday said that it could stop pro-
duction of its Campo Rubiales oil
fields, which produce 240,000 bar-
rels per day, if security is not
improved, Reuters reported. On
Monday, masked invaders set fire to
the company's worker housing,
coinciding with a peaceful strike of
approximately 4,000 workers.
Though the company didn't link the
events, it did note the climate of
insecurity in the Meta province.
Demonstrations last month also
briefly forced Pacific Rubiales to
declare force majeure.

Argentina Orders Energy, Mining
Companies to Repatriate Profits

Newly re-elected President Cristina
Fernández de Kirchner on
Wednesday ordered oil, gas and
mining companies to repatriate all
proceeds from export sales, the latest
in a series of steps to control capital
flight, local daily Clarín reported.
According to Argentina's statistics
agency, Indec, exports of oil, natural
gas, metals and other related prod-
ucts totaled $7.7 billion during the
first nine months of the year.

Brazil's Cosan Acquires Mobil Brand
Distribution, Sales Rights 

Brazil's Cosan said Oct. 21 that it
has reached an agreement with
ExxonMobil that gives it the exclu-
sive rights to distribute and sell
Mobil-branded lubricants in Bolivia,
Uruguay and Paraguay, Reuters
reported. Cosan added that its sales
of Mobil-branded lubricants in the
three South American countries
would represent about 5 percent of
its annual sales volume and would
help it toward its goal of achieving
an expanded distribution presence
outside Brazil.

“ We think Petrocaribe, given its

development, should transcend

the merely energy-related (and)

make inroads into food (security)

issues and a bigger push into fair

trade-related issues.”
— Rafael Ramírez  

http://www.thedialogue.org/uploads/LAA/Energy/2011/LEA110930.pdf


potential bidders is China Three Gorges
Corp., which may have bid a higher
amount for the stake than did Eletrobras,
reported Lisbon-based newspaper Diário
Económico. Brazil's Cia. Energética de
Minas Gerais, known as Cemig, also sub-
mitted a bid on Monday, Bloomberg News
reported. Shares of the company fell 1.1
percent on the news as some analysts
believe foreign assets are impractical for
Cemig. Bradesco Corretora values the
stake at around 4.6 billion reais ($2.6 bil-
lion.)

Spain's Iberdrola Reported Earnings
of $2.97 Bn in First Three Quarters

Spanish power company Iberdrola, a sig-
nificant investor in Latin America, record-
ed net earnings of 2.14 billion euros
($2.97 billion) in the first nine months of
2011, an increase of 3.5 percent over the
same period last year. Despite divestments
in Guatemala and Connecticut, the com-
pany said its third quarter earnings before
interest, taxes, depreciation and amortiza-
tion (Ebitda) were 0.4 percent higher, at
5.58 billion euros. "There was a significant
contribution from business in Brazil," the
company said in an earnings release.
Ebitda in the South American nation,
where Iberdrola now has 11.5 million cus-
tomers, increased by 51.1 percent to 634
million euros. The company's acquisition
of Brazilian utility Elektro earlier this year
accounted for 196 million euros of its
reported Ebitda. Iberdrola said it has
maintained "a comfortable liquidity posi-
tion" nearing 10 billion euros, which will
allow it to cover financing requirements
for the next 24 months.

Biofuels News

Boeing, Embraer Partner on 
Aviation Biofuels Research 

Planemakers Boeing and Embraer
announced Wednesday that they are part-
nering with the São Paulo State Research
Foundation (FAPESP) on research about
the expansion of aviation biofuels, includ-
ing a report outlining the prospects for a
sustainable jet fuel industry in Brazil that
will be released to the public in late 2012.
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In Focus
Activists Decry Brazil's Decision to Boycott Belo Monte Meeting 

By Rachel Sadon

WASHINGTON—The Brazilian government on Wednesday refused to attend a meet-
ing with activists opposed to the Belo Monte dam convened by the OAS's Inter-
American Commission of Human Rights (IACHR). Members of the indigenous com-
munity and environmental groups that traveled to Washington for the meeting were
surprised by the decision and lambasted the government, calling its actions "arrogant
and undemocratic" at a press conference staged outside the OAS building.

The commission had intended the meeting to be a mediated discussion over the con-
troversial dam, which is slated to be the world's third largest, but the government
pulled out late on Friday. Activists say that this is the first time in its history that the
Brazilian government has decided not to attend a meeting convened by the IACHR.

The $17 billion mega dam has been a source of contention since it was first proposed
in the mid 1970s. The plans would divert the Xingu River along 62 miles in Pará state,
which human rights groups say would irreparably harm the environment and local
indigenous groups' way of life. The Brazilian government, however, maintains that the
project is vital to meeting the country's mushrooming energy demands and the envi-
ronmental impacts would be far less significant than those groups claim.

Both the Brazilian Embassy and Permanent Mission to the OAS declined to comment
about the government's decision not to participate in the meeting. The Foreign
Ministry did not respond to a request for comment. However, the country's Energy
Minister, Edison Lobão, told the media that "Brazil is a sovereign country. We are not
subject to intervention whoever it is," the Associated Press reported.

Activists, nonetheless, contend that the choice not to participate in the dialogue reflects
the hypocrisy of President Dilma Rousseff, who touted her commitment to human
rights in a major speech to the United Nations in September. Brazil's absence at the
assembly shows that "the government has a greater commitment to corporations than
human rights," said Andressa Caldas, executive director of the Rio de Janeiro-based
human rights organization Global Justice.

Indigenous leader Sheyla Juruna told the Advisor that the local community "is already
beginning to feel the devastating effects" of the construction. According to Caldas,
migration to the region has already surpassed a projection of 16,000 people. The num-
ber of migrants is now expected to reach 90,000, doubling the size of Altamira, signif-
icantly straining the city's resources and fundamentally altering  the region.

In April, the IACHR ruled that the Brazilian government should suspend work on the
project until it complied with obligations to consult with local indigenous groups. The
administration reacted sharply, calling the demand "rash and unjustifiable" and recall-
ing the country's ambassador to the OAS, Ruy Casães.

Last month, a federal judge in Brazil also ruled that the project's environmental licens-
ing was issued illegally because indigenous groups had not been properly consulted,
rejecting the government's argument that the consultations were not necessary
because the dam is not physically located on indigenous lands. The case is currently on
appeal and is expected to eventually reach the Supreme Court.

On Thursday, hundreds of people occupied the Belo Monte construction site in a dis-
tinct change in tactic. Despite vows to stay permanently, the occupiers disbanded late
in the day after a judge ordered them to leave, The New York Times reported.

Editor's note: See related Q&A in the Feb. 21-25 issue of the weekly Energy Advisor.

http://www.thedialogue.org/uploads/LAA/Energy/2011/LEA110225.pdf
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The study will also serve as a source for the
creation of an aviation biofuels research
center funded by both industry partici-
pants and FAPESP, though they did not
specify when the center would be estab-
lished. "This is not just a gesture. This is a
serious investigation in what biofuels will
be viable for this industry going forward,"
said Boeing International Chief Executive

Shep Hill, Reuters reported. Hill added
that "We don't want feedstocks that are
also food crops, and we are only interested
in developing completely drop-in biofuel
alternatives. We don't want any modifica-
tions required to the engines or planes."
[Editor's note: See related Q&A in the
Dec. 13-17, 2010 issue of the Energy
Advisor.]

Political News

Ecuador Economy Minister Steps
Down Over Policy Differences

Ecuador's Economic Policy Minister,
Katiuska King, resigned from President
Rafael Correa's cabinet on Wednesday, cit-
ing policy difference with the president,
local daily El Comercio reported. In an
emotional press conference, King said that
disagreements over policy prompted the
move. Appointed in April 2010, King said
there was "persistent
resistance" to her
efforts to increase the
role of government-
controlled banks in the
economy. She has also
criticized ongoing
trade talks with the
European Union,
which Correa appears
to be moving ahead
with. On Oct. 21,
Correa requested res-
ignations from his entire cabinet, a not
unusual move that often involves officials
being renamed to their posts or shuffled to
other positions in the cabinet. King said
Wednesday she will not rejoin the cabinet
if asked. Correa has said he will announce
new ministers on Nov. 7.

Brazilian Sports Minister Resigns in
Latest Corruption Scandal 

Brazilian Sports Minister Orlando Silva,
who has been fighting corruption allega-
tions, resigned from his post on
Wednesday, Agência Brasil reported. After
a one-hour meeting with President Dilma
Rousseff, Silva said he would resign in
order to help the government, but main-
tained his innocence as well. "In these 12
days, no evidence was presented against
me, but this created a political crisis, and I
am committed to this government," Silva
stated. Silva is the sixth official in
Rousseff 's cabinet to resign since she took
office in January. Local media reports ear-
lier this month suggested that Silva and
others had received kickbacks in exchange
for providing contracts with public funds.
Silva had been in the position for five
years.

OOccttoobbeerr  2244--2288,,  22001111
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QChile was hit by three major
blackouts from Sept. 24-26,
halting operations at copper
mines and darkening several

parts of the country, including Santiago.
The outages led to calls for the country
to invest more in its power sector. Is
Chile's power sector a weak link in the
country's development? What needs to
happen in the power sector in order to
avoid future blackouts? Are problems in
the country's electrical grid affecting
its ability to attract businesses and
investment?

ASergio Bitar, nonresident sen-
ior fellow at the Inter-
American Dialogue and for-
mer Chilean minister of min-

ing, education and public works: "Chile
has neither a strategy nor a long term
energy plan, and it is the most energy
vulnerable country in South America.
Paradoxically, in 2011, around 70 per-
cent of our energy comes from fossil
fuels, with imported resources, while
only 30 percent comes from our own
renewable resources, such as water; non-
conventional renewables are minimal. In
the last 17 years, hydroelectric genera-
tion has grown 65 percent while carbon
has grown by 750 percent. At this rate,
besides irresponsible contamination, we
are mortgaging our exports because of
the high carbon footprint. This trend is
unsustainable. Despite its energy vulner-
ability, Chile is dependent on the pro-
posals of the private sector. The state
receives the projects, revises them and
ensures that they undergo legally-man-
dated assessment processes. Ultimately,

though, the market is in command. The
first change is to require the state, with
citizen participation, to draw up a strat-
egy, establish the amount of needed
energy, the preferred sources, environ-
mental priorities, costs and investments,
with a long-term perspective. The
recently created Ministry of Energy is of
no use if this task isn't completed. Chile
should prioritize hydroelectric produc-
tion and speed up renewable initiatives,
especially solar. If HydroAysen is delayed
or canceled, it should have other
hydropower projects ready.
Simultaneously, I think it would be
advisable to study a solar plant of 1,000
MW, to be constructed in stages, and
invite bids for it by 2014. This would
force us to do research to harness the
sun in the Atacama Desert. The trans-
mission grid is approaching saturation
and should be expanded with urgency,
though it must be under review and
comply with environmental standards.
The Chilean government should take at
least three steps: first, construct a diver-
sified portfolio which diminishes
dependence on just coal. Second, we
should create new opportunities for
public consultation and amend laws to
improve the environmental assessment
system. Thirdly, Chile should form an
organization that would be responsible
for reporting regularly to the public and
organized groups on the technical
aspects and alternatives."

Editor's note: The above is a continua-
tion of a Q&A published in the Oct. 10-
14 issue of the Energy Advisor.

The Dialogue Continues
Will Chile's Power Sector Stymie Development?  

http://www.thedialogue.org/uploads/LAA/Energy/2011/LEA111014.pdf
http://www.thedialogue.org/uploads/LAA/Energy/2010/LEA101217.pdf
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Economic News

Latin America's Economic Inequality
Behind Violent Death Rates: Report

Countries in Latin America and the
Caribbean are at the top of a new ranking
of the most violent nations in the world,
according to a study released Thursday.
The "Global Burden of Armed Violence"
report, published by the Geneva
Declaration on Armed Violence and
Development, shows that one-quarter of
all violent deaths in the world occur in
just 14 countries, seven of which are in
the Americas. El Salvador, a nation that
long ago put its bloody civil war behind
it, was the country most affected by lethal
violence in the period from 2004 to 2009,
followed by Iraq and Jamaica, according
to the report. Honduras, Colombia,
Venezuela and Guatemala are all among

the top six worldwide in average annual
violent death rates from 2004-2009.
While lethal violence is unevenly distrib-
uted across countries, it is also uneven
within them, according to the report. In
Mexico, the national violent death rate in
2009 stood at 18.4 per 100,000 people. In
contrast, Ciudad Juárez in the northern
part of the country experienced a rate of
170.4 per 100,000 in the same year, more
than 20 times the global rate. Report
authors cite inequality as a key driver of
violence. "States with high levels of lethal
violence almost always struggle to
achieve the Millennium Development
Goals," said Keith Krause, one of the
report's editors. Several countries in the
region were ranked on par with the
United States in terms of violent death
rates, such as Uruguay, Chile, Argentina,
Bolivia, Costa Rica and Cuba. Canada has
the lowest violent death rate in the hemi-
sphere.
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Latin American Banks Insulated
from Euro Contagion: Fitch

New York-based ratings agency
Fitch sees "little risk" that a poten-
tial Eurozone funding crisis would
spill over into Latin America's bank-
ing system, the company said
Tuesday. Subsidiaries of European
banks, such as Santander, BBVA,
and HSBC, are typically important
financial sector players across the
region, but "funding relationships
with parent institutions show none
of the interdependence that may be
exposing other emerging market
banking systems to significant con-
tagion risk," Fitch said.

South American Ports Will Reach
Capacity in 10 Years: ECLAC 

South America's ports are projected
to fill their capacity by 2020 if they
do not invest in new infrastructure,
the U.N. Economic Commission for
Latin America and the Caribbean
said Wednesday. Substantial invest-
ments will be needed to increase the
capacity of shipping terminals, par-
ticularly their depth, to accommo-
date bigger ships. ECLAC says the
"total infrastructure gap" in Latin
America amounts to almost $170
billion per year until 2020, which
represents just over 5 percent of
regional GDP.

Mexico Trade Deficit Widens
More Than Expected in September

Mexico posted its third consecutive
monthly trade deficit in September,
Dow Jones reported Tuesday.
Petroleum imports grew more
sharply compared with September
2010, and oil exports grew more
moderately, according to data from
the National Statistics Institute. The
country's trade deficit reached $1.83
billion last month, with imports
growing 18.5 percent from a year
earlier to $30.64 billion.

POLITICAL & ECONOMIC BRIEFS

largest potential reserves respectively, but significant resources are also believed to exist
in Brazil, Paraguay and Bolivia. Successful exploitation of Argentine shale gas could
reverse the country's dangerous energy slide. It might also harness shale gas by part-
nering with the South Africans to produce synfuels for export using Sasol's gas-to-liq-
uids technology. For Argentina, the stakes are high in the shale game: it is theirs to be
astutely leveraged to produce one of history's most impressive geopolitical comebacks,
or theirs to tragically waste. The world's army of convinced Argentina pessimists
should remember that promising discoveries have already been made. Despite
Argentina's horrible reputation with regards to regulatory affairs, this nascent shale
boom was both preceded and underpinned by changes in regulations to provide com-
panies with sufficient terms, clarity and confidence. Whatever might be said about the
unsustainability of Argentina's long and unexpected economic growth spurt, signifi-
cant shale gas production over the mid-term future would transform the relationship
between 'sustainable economic possibility' and the current 'Argentine growth model.'"

ALeni Berliner, chair of M3 Investment Group and president of Energy Farms
International: "Domestic sources of natural gas could be a boon to those
countries seeking to reduce reliance on imports to meet steady increases in
demand. It should also appeal to those working to increase the proportion of

renewable fuels in their energy matrices, since natural gas is useful for transitioning
from fossil fuel. Natural gas can be compressed for vehicle transport, it can generate
power when solar and wind farms lacking storage facilities cannot and it can serve as
an alternative to hydrogen for certain fuel cell applications. The likely impact of shale
gas production will be downward pressure on prices relative to imports, and on pro-
jected profits from investment in LNG facilities. Projections of price declines, while
attractive to consumers, could constitute a barrier to investment in the building of
infrastructure to serve those shale deposits not co-located with existing oil and gas
fields. In such 'new' locations, as in northeastern Brazil, state-level incentives could be
offered to make it more attractive to develop local resources than to build pipelines

Featured Q&A
Continued from page 1 

Continued on page 6
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from existing fields. Environmental con-
cerns—largely related to the possibility
of contaminating water supplies—could
dissuade some developers who need to
lease access to land. This is an issue in the
United States, where mortgage docu-
ments stipulate that the borrower may
not do anything that could cause envi-
ronmental damage to the land under
mortgage."

AJohn C. Ale, partner and head
of the Houston office of
Skadden, Arps, Slate,
Meagher & Flom LLP, and

Jorge H. Kamine, counsel in the firm's
Washington office: "Developing shale
gas reserves almost certainly will result in
a dramatic drop in gas prices, as it has in
the United States. This can promote gas-
consuming industries but also adversely
affect producers that acquired conven-
tional resources assuming much higher
prices. If successfully developed and
managed, these resources should provide
positive, long-term energy price reduc-
tions and supply stability in the face of
substantial increases in electricity
demand. In particular, gas can substitute
for oil and coal, reducing carbon emis-
sions while wind, solar, and other tech-
nologies become more economical,
though cheaper gas also makes the cost
target even lower. While shale gas devel-
opment in Asia might limit the need for
LNG exports from Latin America, intra-
regional gas trading may increase, partic-
ularly where existing gas transportation
infrastructure already exists. Much of the
exploitation of U.S. shale gas reserves has
taken place in areas where conventional
drilling was not common, leading both
to an economic boom in depressed areas
such as the Appalachians and to pressure
on roads, pipelines and other infrastruc-
ture not ready for the work. Shale
deposits in Latin countries may be locat-
ed in areas that already are equipped for
oil and gas development, meaning local
job markets benefit less and infrastruc-
ture may already be in place, but they
also may be in regions that will face
issues similar to those in the United
States. Regardless of locale, 'fracking'

consumes significant quantities of water,
which is scarce in many areas with shale
deposits, such as the Neuquén Basin, and
the content of fracking fluids and possi-
bilities of leaks no doubt will be debated
vigorously. Finally, one must not over-
look finding oil in shale deposits, as has
occurred in several of the U.S. areas.
That could be another game changer."

ACaldwell Bailey, editor of The
Shale Report at Regester
Larkin Energy: "The prospects
for developing shale gas and

other unconventional hydrocarbon
resources in Latin America appear excel-
lent. Smaller countries such as Chile and
Uruguay can potentially make significant
headway with regard to energy security
issues. Chile's shale gas reserves, though
a 'modest' 64 tcf, would supply it with
gas for 640 years at current consumption
levels. In the larger producing countries
like Argentina and Mexico, shale gas
might even reverse the trend of rising gas
imports—Mexican natural gas imports
have risen 64 percent since 2005 and
Argentina's have been steadily increasing
since the country became a net importer
of gas in 2008. A number of factors, how-
ever, will impact the speed of develop-
ment, including local natural gas prices,
entrenched thinking at state companies,
regulatory regimes that differentiate
shale gas development from traditional
oil and gas development and lack of local
service sector experience with hydraulic
fracturing and horizontal drilling.
Argentina, with 774 tcf of potential
unconventional gas resources, according
to the U.S. Energy Information
Administration, is a good case in point;
announced discoveries of unconvention-
al gas by companies already doing
exploratory work in the country total
over 4.5 tcf, in part confirming the
resource. But the investment climate is
clouded by the 2001 debt default (and
continuing lack of access to internation-
al credit markets) and a decade of gov-
ernment intervention in natural gas
markets. Without any doubt, shale gas
development in the region has great
potential, so long as political and regula-
tory conditions allow for efficient
exploitation."
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