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How Can the Region Achieve Universal Electricity Access?

Although electricity coverage in

the region is around 91 percent,

it's an embarrassment that about

30 million residents of Latin
America and the Caribbean still lack
access to electricity, the executive direc-
tor of the Latin American Energy
Organization said earlier this month.
Should universal access to electricity be
a policy goal? What could be done to
increase electricity coverage in the
region? Given that it can be expensive to
connect remote regions to the grid, how
can such efforts be financed?

Sam Mendelson, knowledge

specialist at Arc Finance:

"Energy access is the silver bullet

in human development—with
measurable positive outcomes in educa-
tion, health, security, girls' and women's
rights, livelihood development and envi-
ronmental sustainability. Ensuring clean,
efficient and affordable access to quality
lighting, heating and cooking sources may
have the highest 'bang for the buck' of any
policy intervention. So naturally, increas-
ing electrification should be a policy goal
of all under-electrified regions—including
those in Latin America. But while electrici-
ty access in the Americas is higher than in
many African and Asian countries, there
remain regions—especially in the high
Andes, remote jungle and rainforest areas
and parts of Central America—that, for
reasons of terrain and population sparse-

ness, remain off-grid. For these regions, it
may be that extending national electricity
grids is not the most feasible or cost-effec-
tive options for increasing access. There are
many other solutions, however. In some
cases, community-based models such as
solar nano-, micro- and mini-grids will
provide the best option. In areas of low
population density, individual household
devices such as solar home systems or bio-
mass digesters are appropriate. In either
case, though, financing is key. Most of the
unelectrified population of the region is

Continued on page 3

Ecuador Expects to Exceed
2014 0il Production Target

Ecuador will likely exceed its oil pro-
duction target this year by 3 percent, oil
minister Pedro Merizalde said this
week. Merizalde said average produc-
tion in the country this year is expected
to be about 560,000 barrels per day. See
story on page 2.

File Photo: Ecuadorean Government.
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ENERGY SECTOR BRIEFS

Petrobras Announces First Find in
Colombia's Caribbean Deepwaters

Brazilian national oil company
Petrobras announced Tuesday that it
has found natural gas at the Orca-1
exploratory well. The discovery, in
the Tayrona block, was found at a
depth of 3,600 meters (11,811 feet),
the first deep-water discovery of
hydrocarbons in Colombia's
Caribbean waters, the company said.
Petrobras operates the block with a
40 percent stake, while Colombia's
state-owned Ecopetrol and Spain's
Repsol have 30 percent stakes.

Argentina's Santa Fe Province
to Hold Auction for First Solar Farm

Argentina's Santa Fe province will
hold an auction on Dec. 17 for the
state's first solar firm, Bloomberg
News reported Monday. The govern-
ment has set a budget of 34 million
pesos ($4 million) for the 1
megawatt solar farm, which must
begin operating within six months.
Santa Fe would be the third
Argentine province, after San Juan
and San Luis, to have a solar park,
according to pv magazine
Latinoameérica.

Venezuela to Continue Pushing
for Qil Production Cut: Maduro

Venezuelan President Nicolds
Maduro said Nov. 27 that the coun-
try will keep lobbying in an effort to
boost oil prices up to $100 per bar-
rel despite a decision made earlier
that day by the Organization of
Petroleum Exporting Countries, or
OPEC, to not cut production,
Reuters reported. Saudi Arabia
blocked calls from OPEC's poorer
members to lower output to help
reverse falling oil prices, a move that
sent prices below $70 per barrel for
the first time in four years.
Venezuela relies heavily on oil rev-
enue to finance spending.

Copyright © 2014, Inter-American Dialogue

Oil & Gas News

Shell, Total to Invest $550 Million
in Vaca Muerta Pilot Projects

Oil companies Shell Argentina and Total
Austral along with provincial oil company
Gas y Petrdleo del Neuquén (GyP) will
invest $550 million in developing pilot
shale oil and gas projects in Argentina's
Vaca Muerta shale formation, the second-
largest shale gas deposit and fourth-largest
shale oil deposit in the world, the Buenos
Aires Herald reported Tuesday. Energy offi-
cials said the investment shows the com-
mitment international oil majors have to
investing in Vaca Muerta even in the face of
oil prices, which dipped to a five-year low
earlier this week. "Investments in Vaca
Muerta are for the long-term and will not
be impacted by day-to-day variations in oil
prices," a Neuquén provincial energy offi-
cial said on the condition of anonymity
because he is not authorized to talk to the
media. GyP and Shell will invest $250 mil-
lion in the Sierras Blancas and Cruz de
Lorena blocks, the Argentine company said
in a statement. "The pilot plan will include
drilling commitments in each block and a
central treatment plant for oil and gas with
a capacity of 10,000 barrels per day," it
added. The investment with Total will be
$300 million for gas and unconventional
oil production pilot projects, including
wells and a processing facility, in the
Rincén La Ceniza and La Escalonada
blocks in Neuquén province. Once the
pilot projects and results are complete, the
companies will determine the next phases
of the projects. Argentina is looking to the
development of Vaca Muerta to help
reverse an energy deficit of around $7 bil-
lion, according to Reuters.

Ecuador Expects to Exceed 2014 Oil
Production Target by 3 Percent

Ecuador will likely exceed its oil produc-
tion target this year by 3 percent, Ecuador's
minister of non-renewable natural
resources, Pedro Merizalde, said in an
interview, The Wall Street Journal reported
Tuesday. "Our goal for production in 2014
was an average of 545,000 barrels a day, but
we will produce about 560,000 barrels a

day," Merizalde said. During the first nine
months of this year, from January to
September, Ecuador's average oil output
reached 555,000 barrels per day, a 7 percent
increase from the 520,000 bpd average in
the previous year, according to central
bank data. State-owned companies
Petroamazonas and Rio Napo were
responsible for nearly 80 percent of oil pro-
duction in that period. The government
expects production next year to reach
566,000 bpd. Merizalde also said that the
country will conduct satellite exploration
work in the southeast of the country with
the help of Canada to look for new
reserves. "During a six-month period, we
will try to map evidence of oil or gas in 17
blocks, and according to the results, we
could think of calling a new licensing
round," the minister said. President Rafael
Correa has previously warned that the
country's economy could collapse by 2020
if no new reserves are found. In related
news, Ecuador's government proposed a
series of fiscal measures including a
decade-long tax exemption for new invest-
ments in basic industries to counter the
impact of falling oil prices and maintain
fiscal targets next year, the finance minister
said Sunday, Reuters reported. Ecuador's
2015 budget projects oil prices of $79.70
per barrel, but Brent crude has fallen below
that level in recent days. Last month, the
government said the country is cutting
low-priority investments that would not
affect production in the face of lower crude
prices to protect its finances.

Mexico Preparing to Offer
19.96 Billion BOE in Round One

Mexico will offer 19.945 billion barrels of
oil equivalent in its Round One tender, the
country's energy regulator, the National
Hydrocarbons Commission (CNH), said
Nov. 28, Reuters reported. The country is
hoping to attract some $12.63 billion of
investment over four years, or more than
$50 billion through 2018, in an effort to
reverse a decade-long slide in oil produc-
tion. CNH announced in August that
Round One will include 109 exploration
blocks and 60 extraction blocks. The ten-
der will also include 14 farm-outs in 10
contracts to partner with national oil com-
pany Pemex. Energy Minister Pedro
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Joaquin Coldwell said Tuesday that the
base conditions for Round One will be
announced soon. "We are a few days from
launching the first call with preliminary
bidding conditions in shallow-water
exploration," the minister said, according
to Reuters. After shal-
low-water exploration
projects, mature fields
and then deepwater
and unconventional
reserves will follow.
The government has

: said it expects to offer
Coldwell the

first contracts
File Photo: Mexican between May and
Government. September of next

year. Round One is
part of Mexico's energy sector reform that
has opened the sector to private and for-
eign investment for the first time in
decades. On Thursday, Canada-based
Pacific Rubiales and Mexico's Alfa said
they have reached an agreement to form a
50-50 joint venture to study bidding in
Round One next year, The Wall Street
Journal reported.

Brazil Investigating Allegations of
Graft at Petrobras Contractors

Brazil's comptroller general on Wednesday
opened cases against eight engineering
conglomerates suspected of fraud and
involvement in an alleged kickback scheme
at state oil company Petrobras, Reuters
reported. Among them are Odebrecht,
Camargo Corréa, Queiroz Galviao and
Constructora OAS. Last month, executives
at the companies were arrested as part of
an investigation into overcharging
Petrobras for contracts in exchange for
kickbacks to politicians and executives. If
found guilty, some of the biggest infra-
structure and construction firms in Brazil
could be banned from receiving govern-
ment contracts for a number of years.
Rodrigo Janot, Brazil's top prosecutor, said
Wednesday that lawyers for the companies
have approached him seeking a plea deal,
but he said implicated executives would
have to admit involvement in graft in any
settlement. The scandal has increased
scrutiny of Petrobras' governance and
raised questions about how much
President Dilma Rousseff, who chaired the

Copyright © 2014, Inter-American Dialogue

Featured Q&A
Continued from page 1

low-income and unable to afford the
upfront costs. As we at Arc Finance know
well from developing financial models for
renewable energy in various markets,
innovative options exist, from partner-
ships with microfinance institutions,
leveraging remittance corridors from the
diaspora (as Arc is doing in Haiti with
USAID and the IDB, through a local
money-transfer organization), to building
asset finance facilities within renewable
energy product companies."

Rigoberto Ariel Yépez-Garcia,
Energy Division Chief at the
Inter-American Development
Bank: "Universal access to elec-
tricity is indeed key to reaching sustain-
able development, improving the lives of
women and children, preventing illness-
es, supporting education and creating
other opportunities for progress. The
United Nations Sustainable Energy for

All (SE4ALL) initiative picked universal
access as one of its three targets for the
year 2030, together with doubling the
share of renewable energy in the global

« Electricity shortages alone
cost the global economy more

than half a trillion dollars

each year in lost GDP. »

— Laurence Anderson

energy matrix and doubling the rate of
improvement of energy efficiency. Latin
America and the Caribbean, with 30 mil-
lion people lacking access to electricity,
might well be the first region among the
developing world to reach 100 percent
electricity coverage. It should certainly be
a policy goal of countries, and as part of

Continued on page 6

company's board of directors from 2003 to
2010, knew. Also on Wednesday, Pedro
Barusco, an executive who reported to
Petrobras' head of engineering department
until 2010, said he took bribes from con-
struction companies and that he will
return $100 million, Bloomberg News
reported. Barusco also said he will testify
against his former boss, which could widen
the scope of the corruption scandal.

Power Sector News

Brazil Contracts 4.9 Gigawatts
of Power Projects at Auction

Brazil's government contracted 4.9
gigawatts of power projects at an auction
held on Nov. 28, China's Xinhua news
agency reported. Brazil's National Electric
Energy Agency, Aneel, approved 51 of the
821 projects entered in the auction, 36
wind projects, 12 thermoelectric projects
and three small-hydro projects, which
must begin supplying energy by 2019.The
overall average price was 196.11 reais ($78)
per megawatt hour, 1.72 percent below the
auction's starting price. Wind was the

cheapest course at an average price of 136
reais ($54) per megawatt hour, according
to EFE. Power-purchase contracts awarded
are for 20 or 30 years depending on the
energy source, and construction of the
plants is expected to require investment of
15.2 billion reais ($6.1 billion). In related
news, Spain's Iberdrola announced
Tuesday that Aneel has authorized its joint
venture with Brazil's Neoenergia to con-
struct three wind farms, EFE reported. The
Canoas, Lagoa I and Lagoa II farms, to be
located in the northeastern state of
Paraiba, will require investment of $186
million and generate 90 megawatts of
power. The contract for the projects was
award through a Brazilian government
energy program.

U.N. Climate Change Conference
Gets Underway in Lima

The United Nations Climate Change
Conference, COP20, began Monday in
Lima, the Economic Times reported.
Thousands of representatives from more
than 190 countries gathered in the
Peruvian capital for the 12-day conference
where their goal is to negotiate a draft

Page 3 of 6



Inter-American Dialogue’s Latin America Energy Advisor December 1-5, 2014

Advisor Q&A
What Will Vizquez's Second Presidency Bring Uruguay?

agreement to reduce global greenhouse gas
emissions that would be signed at next
year's conference in Paris. Peru's deputy
minister of strategic development for nat-
ural resources, Gabriel Quijandria, said
_ last Friday that he
. expects the confer-
ence to produce an
"ambitious  draft,"
and that recent
announcements of
goals to cut GHG
emissions from
China, the United
States and  the

—3 I

Quijandria European Union are
n 141 : "

File Photo: Peruvian positive 51gn's,

Government. state-run  Andina
reported. [Editor's

note: See related Q&A in the July 14-18
issue of the Energy Advisor.]

Biofuels News

Brazil Set to Increase
Ethanol Blend Mandate

Brazil is set to increase the amount of
ethanol in its gasoline after a study
showed that the increase is feasible, the
Financial Times reported Sunday. Earlier
this year, the government passed a law to
increase the required level of sugar-based
ethanol in gasoline from 25 percent to
27.5 percent, but implementation was
awaiting confirmation that the increase
was technically and economically feasible.
The measure is expected to boost demand
for biofuel by 1 billion liters per year. The
increase will be the first in almost two
years, with the last ethanol blend increase
coming in January 2013, from 20 percent
to 25 percent.

Political News

Colombia, FARC Agree
to Resume Peace Talks

Colombia's government and the FARC
rebels agreed Wednesday to resume their
peace talks, just days after the release of an
army general whose kidnapping by the
rebel group threatened the negotiations,

Copyright © 2014, Inter-American Dialogue

Tabaré Vazquez was elected

president of Uruguay in the

country's runoff election on

Sunday. To what can Vazquez
attribute his success? In which direc-
tion will he take the country, and what
will be his most important policies?
What do the election results mean for
businesses and foreign investment in
Uruguay?

Shelly Shetty, head of Latin

American sovereign rat-

ings, and Todd Martinez,

associate director of Latin
American sovereign ratings, both at
Fitch Ratings: "Vazquez won on a plat-
form of continuity of the popular social
welfare policies of prior administrations,
but with greater emphasis on education,
security and infrastructure. The congres-
sional majority retained by the Frente
Amplio coalition could support progress
in these areas, but Vdzquez's administra-
tion will face challenges to boost growth
and strengthen public finances given the
changing global environment. Weaker
external demand and a tight labor mar-
ket make future growth dependent on
productivity gains and new investments.
Vazquez's productivity agenda focuses
on improving education through higher

BBC News reported. Officials from Cuba
and Norway, the countries brokering the
talks, said the two sides would meet for a
week in Havana beginning Dec. 10. The
announcement came three days after the
FARC released General Rubén Alzate and
two others who were kidnapped in a
remote part of Chocé province on Nov. 16.
"We consider the crisis over and announce
that we have agreed that the next cycle of
conversations will take place between 10
and 17 December," said a joint statement
read by a Cuban official on Wednesday,
Reuters reported. President Juan Manuel
Santos had suspended the talks after the
general's abduction. In the next round of
talks, negotiators will focus on de-escalat-
ing the five-decade armed conflict and on

spending and stimulating much-needed
infrastructure investment by adjusting a
PPP framework that has drawn little pri-
vate-sector interest so far. More challeng-
ing will be addressing Uruguay's key
credit vulnerabilities—persistently high
inflation and weaker public finances.
Inflation is underpinned by widespread
wage indexation favored by Uruguay's
strong labor unions. The country's pub-
lic debt has stabilized at levels above its
peers and fiscal flexibility has narrowed,
as social reforms (such as health care and
pensions) have fueled high current
spending growth and erased the primary
fiscal surplus. Vdzquez's five-year budget
plan, due in mid-2015, will be an impor-
tant indicator of how he plans to recon-
cile fiscal responsibility with pledges for
greater social spending and no major tax
hikes. Despite these medium-term chal-
lenges, the economy is likely to remain
resilient in the near term thanks to large
international reserve holdings, the gov-
ernment's strong debt profile and liquid-
ity buffers, and reduced channels of con-
tagion from neighboring Argentina."

Editor's note: More commentary on this
topic appears in Thursday's issue of the
Dialogue's daily Advisor.

meeting victims' relatives, BBC News
reported. The government and the rebels
also plan to create a system to handle any
future crises, negotiators said. The two
sides will meet again in January, though
exact dates were not announced. Sunday's
handover of the general and the other two
hostages happened in an isolated area of
jungle on Colombia's Pacific coast. FARC
rebels said they had kidnapped Alzate and
the others because they were unhappy
with Santos' decision to continue military
operations against the rebels during the
peace talks. The rebels have renewed their
call for a cease-fire during the peace nego-
tiations, but the government has rejected
any truce, saying such a move would allow
the FARC to regroup. Alzate resigned from
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his position on Monday, acknowledging
that he violated military protocol by ven-
turing into rebel-controlled territory in
civilian clothes and without bodyguards.

Economic News

Region's Growth Likely Reached
Only 1.1% This Year: ECLAC

Economic growth in Latin America and
the Caribbean is likely to have reached
only 1.1 percent this year, the United
Nations Economic Commission for Latin
America and the Caribbean, or ECLAC,
said Tuesday, The Wall Street Journal
reported. That level would mark the slow-
est growth since 2009. However, ECLAC
said it expects the region's growth will
increase more than twice as fast next year.
"Weak growth in the developed countries
and modest expansion in the emerging
economies, together with the post-crisis

For next year, ECLAC expects
Central America to post the

region's strongest growth.

dynamics of world trade, suggest that
boosting the region's external demand will
be a slow and difficult process, which will
limit the contribution of exports to
growth," said ECLAC. Latin American and
Caribbean nations must prioritize invest-
ments in order to help increase domestic
demand, said Alicia Bércena, ECLAC's
executive secretary. For next year, ECLAC
said it expects Central America, in which it
included Haiti and the Spanish-speaking
Caribbean, to record the region's fastest
gross domestic product growth, at 4.1 per-
cent. The organization expects South
America to see 1.8 percent growth in GDP
next year, while it said the English-speak-
ing Caribbean will see economic expan-
sion of 2.2 percent. Overall, ECLAC said it
expects Latin America and the Caribbean
to post economic growth of 2.2 percent
next year. Sliding import demand in devel-
oped economies as well as lower levels of
growth in emerging economies, particular-
ly China, crimped the region's economies

Copyright © 2014, Inter-American Dialogue

this year. In addition, lower levels of pri-
vate consumption led to greater economic
deceleration in this year's second quarter,
said the commission, which added that
consumption did appear to pick up in this
year's third and fourth quarters. This year,
investments in Latin America and the
Caribbean are likely to have contracted by
nearly 3 percent, ECLAC added.

Brazilian Central Bank Boosts Key
Interest Rate to Stem Inflation

Brazil's central bank on Wednesday
increased its benchmark Selic interest rate
by 50 basis points to 11.75 percent, the
rate's highest level since 2011, the Financial
Times reported. The rate hike was Brazilian
policymakers' second in less than two
months and came as the government is
seeking to rebuild investors' trust in Latin
America's largest economy. In a statement
accompanying the rate hike, the central
bank said the increase was part of a force-
ful, but brief, cycle to control inflation.
"Considering the cumulative and lagged
effect of monetary policy, among other
factors, the central bank committee evalu-
ates that additional monetary policy
efforts should be implemented sparingly,"
the bank said. Brazil has had almost no
economic growth this year, but the rate of
inflation has remained high above the
bank's official 4.5 percent target.
November economic data is expected to
show inflation at approximately 6.59 per-
cent, above policymakers' 6.5 percent tar-
get ceiling meant for "economic shocks."
Central bank chief Alexandre Tombini,
who will remain at his post as President
Dilma Rousseff begins her new term in
January, said he remains committed to
bringing inflation down to 4.5 percent.
"The bank will not be complacent when it
comes to inflation," he said. After her nar-
row re-election victory in October,
Rousseff chose former Treasury Secretary
Joaquim Levy as her new finance minister,
signaling a return to more orthodox eco-
nomic policies. Rousseff has vowed to
undertake an "immense effort" to slow
inflation, Bloomberg News reported.
Brazil's economy is expected to post
growth of just 0.3 percent this year, accord-
ing to an estimate of analysts by
Bloomberg.

POLITICAL & ECONOMIC BRIEFS

Puerto Rico House OKs Borrowing
Plan for Development Bank

Puerto Rico's House of
Representatives on Tuesday
approved a $2.9 billion borrowing
plan that will increase the
Government Development Bank's
cash and fund public transporta-
tion, Bloomberg News reported. The
House approved an increase in the
island's petroleum tax from $9.25
per barrel to $15.50 per barrel to
help back the sale of the bonds, but
delayed implementation until an
expected tax overhaul is approved
next quarter. The bill now moves to
the Senate.

Chile Raises $2 Billion in
Double Bond Placement

Chile raised $2 billion in a double
bond placement on Wednesday,
placing an 800-million euro bond
and then a $1-billion U.S. dollar-
denominated bond, Reuters report-
ed. The offering was the country's
largest sovereign issue since its
return to democracy and interna-
tional debt markets in 1990, Finance
Minister Alberto Arenas said. The
government said that most of the
money raised will go to capitalizing
state copper firm Codelco.

Venezuelan Government Indicts
Opposition Leader in Alleged Plot

Venezuela's state prosecutor's office
on Wednesday announced the
indictment of opposition leader
Maria Corina Machado, who helped
lead demonstrations against the
government earlier this year, in an
alleged plot to assassinate President
Nicolds Maduro, Reuters reported.
Machado denies the allegations and
says emails that Venezuelan officials
say contain conversations with the
U.S. State Department about over-
throwing the government were
manipulated, BBC News reported.

Page 5 of 6



Inter-American Dialogue’s Latin America Energy Advisor December 1-5, 2014

Featured Q&A
Continued from page 3

that policy to reach full access, the first
step is preparing detailed national uni-
versalization plans for interested coun-
tries. These plans should identify the
best solutions for each community,
whether they are extension of existing
electric grids, construction of isolated
mini-grids or establishment of off-grid
systems such as solar home systems,
with corresponding time schedules and
budgets. Our estimate of required
investments for reaching universal elec-
tricity services in Latin America and the
Caribbean calls for nearly $1 billion per
year until 2030. This will require a coor-
dinated effort of private and public
actors to commit more resources toward
this goal. The actions we take over the
next few years will decide whether our
region achieves universal access to mod-
ern energy and more inclusive growth."

Laurence Anderson, chief

executive officer of APR

Energy: "Access to reliable

electricity is the foundation of
a successful economy. It is not about
convenience, but rather about advanc-
ing the human condition. It is estimated
that electricity shortages alone cost the
global economy more than half a trillion
dollars each year in lost GDP. Short-
term, it is possible to increase electricity
coverage in Latin America without wait-
ing three to five years to finance and
build a traditional power plant.
Through fast-track, modular power
plants, urgently needed power can be
delivered in months, even in the most
challenging environments and remote
regions. Using power-dense mobile tur-

Copyright © 2014, Inter-American Dialogue

bines—the same technology that many
traditional plants use—these plants can
scale to over 500 megawatts and can
remain in operation for years. They can
be used as backup power for hydro or
renewable power; as bridging power
until a traditional plant is built; as peak-
ing power; or as distributed energy
when connecting to the grid is not pos-
sible. The provider can install, own and

¢ Our estimate of required
investments for reaching
universal electricity services ...

calls for nearly $1 billion

per year until 2030. »

— Rigoberto Ariel Yépez-Garcia

operate the plant. Customers, predomi-
nantly national utilities or governments,
typically pay for only fuel and the kilo-
watts generated. This relieves customers
of the difficult and time-consuming
upfront financing process. Instead, citi-
zens and industries gain access to elec-
tricity rapidly, usually within 120 days.
Speed is critical, as the most expensive
kilowatt is the one you don't have."

The Energy Advisor welcomes responses
to this QeA. Readers can write editor
Gene Kuleta at gkuleta@thedialogue.org
with comments.
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