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Come Back to Life?
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Brazil's sugar cane ethanol sector has been suffering from high debt despite a rise in demand.
Pictured above is a sugar cane field in Brazil // File Photo: CIFOR via the Creative Commons.

Analysts say Brazilian ethanol producers will benefit in the

medium term from this month’s decision by state-run oil

company Petrobras to raise gasoline prices, which will boost

demand for the biofuel and allow mills to increase margins,
Bloomberg News reported, noting that daily demand for hydrous ethanol,
the type used in flex-fuel cars popular in Brazil, is now higher than the
peak in 2009. However, for years now Brazil's cane and ethanol industry
has been suffering the worst crises in its long history, with the sector’s
debt now exceeding annual revenue in aggregate, Reuters reported.
What has happened to Brazil's ethanol industry? What is the outlook for
Brazilian ethanol in the near- to mid-term? How has ethanol’s interna-
tional trade dynamic changed in the wake of continued low hydrocarbon
prices?

Mark Langevin, director of BrazilWorks and adjunct profes-
sor at The George Washington University’s Elliott School of
International Affairs: “Brazilian ethanol has not recovered
from either the 2009 recession or government policies that
fought inflation with low fuel prices. Productivity and prices for ethanol
and sugar plummeted, firm debt exploded and investments in new plants
and production all but disappeared. The government's recent policy
changes to raise the price of gasoline, including the restoration of the
CIDE tax, and the expected modest rise in sugar prices will boost short-
term profitability and reduce debt, but more is needed to revitalize this
sector through industry efforts and policies designed to reduce debt and
increase investments in productivity and second-generation biofuels.

Continued on page 3

Price Summit

Persian Gulf countries oppose
Venezuela's proposal for an
oil-price summit with heads of
member and non-member OPEC
countries.
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OIL & GAS

Ecopetrol Will
Operate in
Rubiales Oil Field

Ecopetrol, Colombia’s state-run
oil company, announced Monday
that it will take over operation of
the Rubiales field from Pacific
Exploration & Production, formerly
known as Pacific Rubiales.
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RENEWABLES

Enel Constructs
Wind Farm in
Western Mexico

Italian renewable energy company
Enel Green Power has begun work
on building a wind farm in the
western Mexican state of Jalisco
in what is seen as an “important
step” for Enel's consolidation in
Mexico, CEO Francesco Venturini
said.

Page 3

Venturini // File Photo: Enel Green
Power.
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OIL & GAS SECTOR NEWS

Gulf Countries
Against Oil
Price Summit

Persian Gulf countries oppose Venezuela's
proposal for an oil-price summit with heads of
member and non-member OPEC countries, The
Wall Street Journal reported Wednesday. Offi-
cials from Saudi Arabia, the United Arab Emir-
ates, Qatar and Kuwait do not think a summit
could garner adequate commitment for cutting

_ m
del Pino // File Photo: Venezuelan Government.
oil production to the level needed in order to
raise oil prices. Last week, Venezuela called
for an oil-price summit to raise the price of oil
from its current low of less than $44 a barrel to
what Venezuela's oil minister, Eulogio del Pino,
calls an "equilibrium price” of $88 per barrel. At
the meeting in Vienna last week, OPEC and five
non-OPEC members discussed the price of oil,
though they reached no agreements. Venezu-
ela’s economy is in danger of experiencing the
worst recession of any country in the world this
year, according to the International Monetary
Fund, which expects the country’s GDP to
contract 10 percent because of low oil prices
and a lack of savings to get Venezuela through
periods of fluctuation in market prices.

U.S. Gives Pemex
License to Import
75,000 BPD of Oil

Mexican state-owned oil company Pemex said
Wednesday that the United States gave it a
license to import U.S. light crude in exchange

for Mexican heavier crude for the first time,
which the oil company expects will increase
the value of its refinery output, The Wall Street
Journal reported. The limit for import of U.S.
light crude is 75,000 barrels per day, and Pe-
mex will send a similar amount of heavy crude
to U.S. refineries on the Gulf Coast, Reuters
reported. A spokesperson for Pemex said the
company’s decision to cut the limit to 75,000
from the original request for a 100,000 barrel
per day limit was made based on its present
needs. “The permit is for 75,000 (barrels

per day) because that’s what we asked for,"

a Pemex spokesperson said. “They gave us
permission for 75,000 barrels per day for one
year, but when that year ends, we can ask for
more or less, whatever we need.” In August, the
United States decided to allow sales of U.S.
crude to Mexico for the first time in what is
seen as a major milestone in loosening its ban
on exporting domestic oil. The move will help
Mexico produce more premium fuels while U.S.
refineries will process Mexican heavy oil, which
experts say is a better fit for U.S. oil refining
technology than the glut of light crude oil com-
ing from Texas and North Dakota.

PDVSA Paid $5 Bn
in Debt Repayment
Over 15 Days

As of Tuesday, Venezuelan state oil company
PDVSA had paid $5 billion in bond repayments
over the previous 15 days, Reuters reported
Finance Minister Rodolfo Marco as saying.
Marco said that bonds should have risen in
price as a result of the foreign debt payments,
but instead fell, which he said as a sign of
economic warfare against Venezuela. “This is
how we can show that the ratings agencies,
Standard & Poor’s, Moody’s, Fitch, have an
economic war against Venezuela,” Marco said.
No comment was immediately available from
the ratings services. Experts and investors are
worried that Venezuela may default on its debt,
which they believe is what has led to bonds
being heavily discounted. President Nicolas
Maduro dismissed the speculation that PDVSA
would default on its debt, saying his Socialist

NEWS BRIEFS

Peru’s Energy Ministry
Gives Cobra Instalaciones
Wind Farm Permit

Peru’s energy ministry gave Spanish renew-
able energy company Cobra Instalaciones y
Servicios a permit for a 90 megawatt wind farm
in the southern coastal provinces of Nazca

and Caraveli, SeeNews via Peruvian newspaper
Gestion reported Tuesday. The wind farm will
operate as part of the national power sys-

tem, and construction is expected to take 13
months to complete. The project will cost an
estimated $214.3 million.

Ecopetrol Will Take Over
Pacific’s Operations in
Rubiales Oil Field

Ecopetrol, Colombia’s state-run oil company,
announced Monday in a filing that it will take
over operation of the Rubiales field from Pacific
Exploration & Production, formerly known as
Pacific Rubiales, Bloomberg News reported.
Pacific’s contract ends mid-2016, and its
shares fell 8.1 percent the day following Ecop-
etrol's announcement. Ecopetrol announced in
March that Pacific’s contract to operate in the
Rubiales oil field, which is Colombia’s largest,
would not be extended past mid-2016, though
at the time, Pacific had said it would make

a new proposal to extend the contract. The
proposal utilized Pacific’s technology called
Synchronized Thermal Additional Recovery,
which did not meet expectations.

SunLink Completed 37
MW of Solar Energy
Delivery to Honduras

U.S. solar energy firm SunLink announced
Tuesday that it finished a delivery of 37 mega-
watts’ worth of projects to Honduras, SeeNews
reported. The company said its work in Hondu-
ras is part of a larger push to work with Central
America and beyond and mitigate risks of a
projected drop in domestic demand.
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Party has never defaulted on commitments to
Wall Street.

RENEWABLES NEWS

Barbados Launches
Caribbean’s CCREEE

Barbados’ government on Wednesday launched
the Caribbean Center for Renewable Energy
and Energy Efficiency (CCREEE), a center de-
signed to support sustainable energy activities
and projects in the region, EFE reported. The
Caribbean Community, or Caricom, said in a
statement that the CCREEE will help Caribbean
states “navigate the renewable energy and en-
ergy efficiency investment climate.” The center
will provide hands-on assistance in the prepa-
ration of investment and financing proposals
and will help broker public-private partnerships.
The United Nations Industrial Development
Organization, the Austrian Development Coop-
eration and Caricom’s Energy Unit all helped
develop and implement the CCREEE.

Enel Constructs 129
MW Wind Farm in
Western Mexico

Italian renewable energy company Enel Green
Power has begun work on building a wind

farm in the western Mexican state of Jalisco,
EFE reported Wednesday. The project is set to
begin operation in the second half of 2016. The

The project is to begin
operation in the second
half of 2016.

Palo Alto wind farm will have 43 three-mega-
watt turbines and a total installed capacity of
129 megawatts, Enel said in a press release.
Enel expects the wind farm to generate more
than 350 gigawatt-hours per year, which is the
equivalent of the average annual consumption

needs of 200,000 Mexican households. Enel
is investing $250 million in the construction
of the Palo Alto wind farms. The projected
generation of 350 gigawatt-hours per year
should replace about 200,000 tons of carbon
dioxide per year from being emitted into the
atmosphere, according to Enel’s calculations.
This project is part of Enel’s push toward con-
solidating its presence in Mexico and in Latin
America in general. “Mexico is, alongside Chile
and Brazil, one of the countries in which we
have decided to focus our investments for the

next five years..” said Enel’s CEQ, Francesco
Venturini.

Chile Awards Five
20-Year Contracts
for Renewables

The Chilean government announced Monday
that Aela Generacidn, Spanish group Abengoa,
and three other renewable power firms won
20-year contracts to supply 1,200 gigawatts

FEATURED Q&A / Continued from page 1

The Brazilian government must make a
longer-term commitment to higher prices
for transportation fuels and ensure that
gasoline does not trump ethanol. Second,
more can be done to refinance existing debt
and extend credit based on the industry’s
potential to make growing contributions to
power generation, especially in the state

of Sao Paulo during the dry winters when
hydropower is challenged by low rainfall
and inadequate infrastructure. The federal
and state governments, along with the
Companhia Energética de Sdo Paulo (Cesp),
need to intensify coordination with firms
and creditors to maximize the cogeneration
capacity. Public policies must be framed to
unlock the many positive economic external-
ities made possible by the sugar cane value
chain in the long run. Sugar cane-based
energy production provides a very efficient
set of investment opportunities to modern-
ize Brazil's capital goods industry, increase
employment and workers’ wages, diversify
renewable electricity generation, and raise
government revenues while mitigating car-
bon emissions. Moreover, the revitalization
of the ethanol industry should be understood
as an important contribution to the nation’s
economic recovery.”

Pavel Molchanov, energy
analyst at Raymond James &
Associates: “In recent months,
against the backdrop of sub-$50
per barrel price for crude oil, ethanol prices

have tended to be at a premium to gasoline.
As a rule of thumb, ethanol almost always
carries a discount (of some amount) versus
gasoline, and the current price relationship
is unhelpful for producers of corn-based
ethanol in the United States as well as sugar

1

Brazilian ethanol
producers are facing
oversupplied market
conditions.”

— Pavel Molchanov

cane-based ethanol in Brazil. Even aside
from this, however, Brazilian fuel demand
has not grown as much as expected,
because of the country’s overall economic
softness, mainly tied to weak commaodity
prices. Another factor is that ultra-cheap
corn has led to a decline in U.S. imports of
Brazilian ethanol. For all these reasons, Bra-
zilian ethanol producers are facing oversup-
plied market conditions. Petrobras’ recent
price hike will help domestic ethanol players
by improving their competitive position vis-
a-vis gasoline, but it is far from a cure-all for
the troubled industry. An additional policy
adjustment that the Brazilian government
could potentially make to help the industry
would be to enforce an even higher blending
percentage. The challenge is that Brazil is

already blending ethanol at a 27 percent lev-
Continued on page 6
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per hour a year to Chile, starting in 2017,
SeeNews reported. The five companies offered
the energy at an average price of $79.30 per
megawatt hour, which is the lowest average
price for a local energy auction in Chile since
2007. The energy ministry expects the trend of
lower prices for renewable energy to continue,
and said the bidding process attracted more
competition than previous auctions.

POLITICAL NEWS

Gov’'t Fabricated
Evidence in Lopez
Case: Ex-Prosecutor

The Venezuelan government fabricated
evidence against Leopoldo Lopez, who was
sentenced to nearly 14 years in prison, because
the government “feared his leadership,” said

a former prosecutor who helped convict the
opposition leader, CNN reported Wednesday.
The former Venezuelan prosecutor, Franklin
Nieves, who was recently fired by Attorney
General Luisa Ortega, fled the country and is
seeking asylum in the United States. He said
“100 percent of the investigation was fabricat-

‘ [Lépez] always called
on his supporters to

remain calm.”

— Franklin Nieves

ed,” in which Lépez was convicted in Septem-
ber of inciting violence amid anti-government
protests. Nieves told CNN that “after examining
each and every piece of evidence, it was shown
that this person had at no point made even a
single call to violence.” Video footage of the
protests show the opposition leader “always
calling on his supporters to remain calm,” said
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Nieves. When asked why he did not speak out
sooner, Nieves said that he was pressured to
stay quiet. He said the pressure filtered down
from President Nicolds Maduro and National
Assembly President Diosdado Cabello through
Ortega. Nieves said Lopez's case is not unique
in Venezuela. “There are innumerable cases in
which people were investigated and innocent
people detained,” he said. Ortega dismissed
Nieves’ claims on Monday, saying “at the state
prosecutor’s office we don't pressure anyone.”
She also said that Nieves has succumbed

to “pressures from foreign and domestic
elements,” though she did not specify what
those pressures were, BBC News reported.
Venezuela’s Ministry of Communications and
Information did responded to CNN’s requests
for comment.

Colombia’s Santos
Seeks Jan. 1 Truce
With FARC

Colombian President Juan Manuel Santos on
Wednesday expressed hopes that his gov-
ernment and the Revolutionary Armed Forces
of Colombia, or FARC, rebels could begin a
bilateral cease-fire beginning on New Year's
Day, EFE reported. The two sides already have
reached agreement on four broad points, and
Santos said enough progress could be made
over the next two months to call a truce. “Let’s
make that effort so that between now and Dec.
31 we can, for example, finish point five, the
end of the conflict, and thus be able to declare

COPYRIGHT © 2015, INTER-AMERICAN DIALOGUE
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NEWS BRIEFS

Former Brazilian
Soccer Head Agrees to
Deportation in FIFA Case

The former head of Brazilian soccer, who was
arrested in May for alleged corruption along
with six other officials from soccer’s governing
body FIFA, has agreed to be deported from
Switzerland to the United States in order to
face charges, BBC News reported Wednesday,
citing the Swiss Federal Office. José Maria
Marin is accused of taking millions of dollars
in bribes in connection to marketing rights

at Copa America and Copa do Brasil tourna-
ments, though he denies the charges.

More Interest Rate
Hikes Necessary:
Chile Central Bank Chief

In order to bring Chile’s inflation rate to the
targeted 2-4 percent range, the central bank
will need to increase the key interest rate, bank
President Rodrigo Vergara said Wednesday,
Reuters reported. Policymakers raised the
benchmark rate to 3.25 percent on Oct. 15,
and said more rate hikes were on the way as
the central bank tries to control inflation. This
year, Chile’s peso has depreciated 12 percent
against the dollar and fell 13 percent last year.

Brazil to Closely Study
Oi, Tim Merger:
Communications Minister

Brazilian Communications Minister André
Figueiredo said Tuesday the government would
have to closely study any potential merger
between telecommunications companies

Oi and Tim Participagdes, in order to make
certain there wasn't too much concentration
in the sector. His statement came after Oi
announced Monday that the head of Russian
investment firm LetterOne, Mikhail Fridman,
was planning on investing $4 billion in 0i,
pending a successful merger between Oi and
Tim Participacdes.

a bilateral, internationally verified cease-fire
starting Jan. 1," Santos told a meeting of the
National Commission on Competitiveness,
Science, Technology and Innovation. Since the

Santos // File Photo: Colombian Government.

peace talks began three years ago in Havana,
Colombia's government and the FARC have
reached agreements on the issues of land
reform, the rebels’ political participation, the
illegal drug trade and transitional justice. Now,
only one major point remains—the FARC's
disarmament and demobilization. In July, the
FARC called a unilateral cease-fire, leading the
government to suspend aerial attacks on rebel
camps. Santos has consistently refused to halt
all attacks as the rebels in the past have used
breaks in government raids to re-arm, Reuters
reported. Last month, the two sides reached
what they called a breakthrough in the negotia-
tions and set a six-month deadline for reaching
a final peace accord. Any accord would have to
pass Colombia’s Congress and voters in order
to be implemented. [Editor’s note: See Q&A on
whether peace is finally within reach in Colom-
bia in the Sept. 30 issue of the Advisor.]

Argentina Needs
New Path: Massa

Sergio Massa, the third-place candidate who
failed to advance past the first round of Sun-
day’s presidential election in Argentina, said
Wednesday that the country needs a new path
forward, a statement seen as a snub of ruling
party candidate Daniel Scioli, The Wall Street
Journal reported. Massa, whose supporters are
crucial as Scioli faces off against opposition
candidate Mauricio Macri in the Nov. 22 runoff,
has not officially endorsed either of the remain-
ing candidates. However, he said the country
needs a new direction. “Argentina needs

change,” he said. A poll released Wednesday
shows that Macri has 48 percent support, while
Scioli trails with 37 percent. Scioli was the top
finisher in Sunday'’s first round, but beat Macri
by only three percentage points—37 percent

to 34 percent—an unexpectedly close margin.
Massa finished with 21 percent. [Editor’s note:
See Q&A on Argentina’s election in Tuesday’s
Advisor.]

Brazilians Unwilling
to Pay More to Close
Fiscal Gap: Poll

Brazilian President Dilma Rousseff's approval
rating remains in the single digits, and Brazil-
ians are unwilling to pay more taxes to help
close the government’s fiscal deficit, according
to an opinion poll published Tuesday. The
results of the survey, conducted by MDA and
commissioned by national transportation
lobby group CNT showed that 80.6 percent of

Rousseff's approval rating
inched up to 8.8 percent
from 7.7 in July.

Brazilians are not confident that Rousseff can
pull the country out of its worst recession in

25 years, and 86.7 percent are unwilling to pay
taxes that the government says would be nec-
essary to help recover the economy. One tax
on financial transactions that the government
is hoping to revive was met with 70.5 percent
disapproval, as well. Of those polled, 69.2 per-
cent said they believe Rousseff is to blame for
the Petrobras bribery scandal, and 68.4 percent
also blame former president Luiz Inécio Lula
da Silva for the corruption. Rousseff's approval
rating inched up to 8.8 percent from 7.7 in July.
The survey of 2,002 people was conducted
from Oct. 20-24 and has a margin of error of
plus or minus 2.2 percentage points.
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el—the highest in the world, and close to 2.5
times the U.S. average—so it's unclear how
much more is realistic. Ultimately, the indus-
try needs to see some recovery in oil prices
in order to return to healthier conditions.”

Leticia Phillips, North America
representative for the Brazilian
Sugarcane Industry Associa-
tion (UNICA): “Despite global
economic headwinds, Brazil's sugar cane
ethanol industry has a strong production
outlook. The 2008 financial crisis did not
spare the sugar cane ethanol sector, and
forced a major restructuring with significant
consolidation and many lessons learned.
Today, Brazil's ethanol industry is composed
of strong companies, capable of ramping up
production quickly and providing significant
volumes to meet market demand. For exam-
ple, we at UNICA estimate the 2015-2016
harvest season will set a new record for the
production of ethanol and sugar cane in the
country. Since 2011, U.S. export volumes
have reached as high as 541 million gallons,
with comparable exports to Europe. Low
gasoline prices translate into higher demand
and more greenhouse gas emissions—ex-
actly why smart public policy is needed
to de-carbonize the world’s transportation
sectors. In Brazil, 27 percent of gasoline is
a sugar cane ethanol blend, and Brazil also
has a significant amount of flex-fuel cars,

which represents almost 70 percent of the
light-vehicle fleet, using 100 percent ethanol.
Last month, Brazil announced its Intended
Nationally Determined Contributions ahead
of December’s COP21 climate summit,
committing to an increasing of the share of
sustainable biofuels in the Brazilian energy
mix to approximately 18 percent by 2030, by
expanding biofuel consumption, increasing

‘ Despite global
economic headwinds,

Brazil's sugar cane
ethanol industry
has a strong
production outlook.”

— Leticia Phillips

ethanol supply, including increasing the
share of second generation biofuels. In order
to meet this 13 billion gallon-target, which
would nearly double current production
levels, a considerable amount of investment
is expected. This is why the sugar cane
industry believes it is important to maintain
a dialogue between government, industry
and society to define how these goals will
be met. Sugar cane ethanol can and should
be part of the solution to lower emissions in
Brazil and throughout the world.”
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