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Climate Change?

The agreement was signed by JICA Vice President Hidetoshi Irigaki (left) and IDB President
Luis Alberto Moreno (right) during the IDB’s 2016 Annual Meeting in Nassau, Bahamas, in the
presence of State Minister of Finance of Japan Manabu Sakai (center). // Photo: IDB.
The Inter-American Development Bank said at its annual
meeting last month that it had set a goal to increase financ-
ing for fighting climate change to 30 percent of its loan
approvals by 2020. The move would allocate $4 billion per
year for climate change-related initiatives. In related news, the Japan
International Cooperation Agency, or JICA, announced this month it will
invest a total of $3 billion in Latin America and the Caribbean to support
renewable energy and energy efficiency projects, as well as quality
infrastructure projects related to energy savings, through a new agree-
ment with the IDB. Do JICA and the IDB have the right plan to address
climate change in Latin America and the Caribbean? Are projects such
as these the best use of multilateral lending? Who will benefit the most
from the new investments? What is Japan’s motivation for investing with
the IDB in the region?

Kazuko White, assistant general manager at Mitsubishi Cor-

poration (Americas): “For decades, Japan has been a trading

partner, lender, investor, and provider of development assis-

tance in Latin America, and therefore has a long-standing
commitment to the economic development of the region. Climate change
has become an increasingly important priority area, as demonstrated by
the collaboration established in 2012 between the Japan International
Cooperation Agency (JICA) and the IDB, focusing on renewable energy
and energy efficiency projects. Especially in light of signing of the Paris
climate deal, which almost every Latin American country has committed
to, the region has set ambitious climate targets for itself. Achieving
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The Los Ramones Il pipeline in
Mexico, said to begin operations
later this month, will boost U.S.
natural gas deliveries to Mexico
by about 17 to 22 percent.
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POWER SECTOR

State Grid’s
Purchase of
Abengoa’s Assets
May Be Delayed

China-based electric utility com-
pany State Grid said its plans to
buy Spanish multinational energy
corporation Abengoa’s power
transmission lines in Brazil may
take longer than expected.
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Icaza Tapped as
Ecuador’s
Oil Minister

Chemical engineer José Icaza
succeeds Carlos Pareja in the
post. Icaza has been working
since November at state-run oil
company Petroamazonas.
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Icaza // File Photo: Ecuadorean
Government.
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OIL & GAS SECTOR NEWS

New Pipeline to
Boost U.S. Gas
Deliveries to Mexico

The Los Ramones Il pipeline in Mexico, which
is said to begin operations later this month,
will boost U.S. natural gas deliveries to Mexico
by about 17 to 22 percent, Bloomberg News
reported Monday. State-run oil company Pemex
is developing the pipeline with private equity
firm First Reserve and global investment man-
agement corporation Blackrock. Pemex did not
immediately respond to a request by the news
service for comment. The Los Ramones project
will add to the increasing levels of exported
natural gas from the United States to Mexico,
as states seek new markets for a glut of supply
from shale formations. U.S. gas futures have
risen from a 17-year low on speculation that in-
creased exports and a slowdown in drilling will
prevent stockpiles from rising to record highs
before winter. The deregulation of Mexico's
energy market has made it easier to develop
pipeline projects and has led to an increase

in Mexican demand for U.S. natural gas, said
Jacob Fericy, an analyst at Bloomberg New
Energy Finance in New York. Power plants in
Mexico are increasingly switching from using
oil to using natural gas, he added. The United
States sent 98.8 hillion cubic feet of gas to
Mexico in February via pipeline, amounting to
approximately 4.3 percent of total marketed
production, according to the U.S. Energy Infor-
mation Administration.

Petrobras Sells
Stakes in Argentine,
Chilean Units

Brazilian state-run oil company Petrobras
said late Tuesday it had sold its stakes in its
Argentine and Chilean subsidiaries as part of
a larger effort to meet its asset sale targets
and pay down its debt burden, The Wall Street
Journal reported. The company said it sold a

67 percent stake in its Petrobras Argentina sub-

sidiary to Argentine energy firm Pampa Energia
for $892 million. Petrobras sold its Chilean
subsidiary to Argentina-based private-equity
firm Southern Cross Group for $490 million.
Despite the sales, Petrobras still has a long
way to go before meeting its asset sales goal

The asset sale is
part of the company'’s
$15.1 billion
divestment plan.

in order to pay off its debt, the largest in global
oil history. The sales announced Tuesday are
part of a $15.1 billion divestment plan that
Petrobras announced last year. The company'’s
executives have said they are confident they
will reach the target by the end of this year, but
so far Petrobras has struggled to sell assets
amid low oil prices and a massive corruption
scandal. Petrobras’ gross debt rose to $223.84
billion at the end of last year, 10 percent higher
than a year earlier. In addition to selling assets,
Petrobras has significantly cut down on its
investment program. The company said earlier
this year it would invest $98.4 billion between
2015 and 2019, down from a June 2015 pre-
diction of $130.3 billion over the same period.
The company also reduced its targets for oil
production in Brazil by 40,000 barrels a day this
year and 100,000 barrels a day in 2020.

Sales of Venezuelan
Crude to U.S. Fell
8.3% Amid Delays

Sales of Venezuelan crude to the United States
fell 8.3 percent to 734,700 barrels per day in
April year-over-year amid delays at PDVSA’s
main ports, Reuters reported Wednesday.
State-run oil company PDVSA and its joint
ventures sent a total of 45 crude cargoes to
the United States last month, down from 54
during April 2015. PDVSA's refining unit in the
United States, Citgo Premium, was the main
recipient of Venezuelan crude with 13 cargoes,

NEWS BRIEFS

Icaza Tapped as
Ecuador’s Oil Minister

Ecuadorean President Rafael Correa named
chemical engineer José Icaza as oil minister,
according to a decree published Monday,
Reuters reported. Icaza has been working at
state-run oil company Petroamazonas, which
oversees the majority of Ecuador’s oil produc-
tion, since November. The appointment was
announced following the resignation of Carlos
Pareja. The decree did not give any details

as to why Pareja stepped down. Ecuador is
the smallest member of OPEC and produces
around 550,000 barrels of oil per day.

Bolivia’s Natural Gas
Exports Fall 48 Percent
During the First Quarter

The value of Bolivia's natural gas exports to Ar-
gentina and Brazil declined 48.4 percent year-
on-year in the first quarter, to $594.4 million,
the country’s National Statistics Institute said
Wednesday, EFE reported. Natural gas exports
are the country’s top source of hard currency.
Bolivia's total exports, which also include min-
erals and manufactured goods, declined 30.6
percent in the quarter to $1.6 billion.

Venezuela Advances
Clocks by Half Hour
Amid Power Crisis

The Venezuelan government on Sunday moved
its clocks forward 30 minutes to four hours be-
hind Coordinated Universal Time in an effort to
deal with the country-wide electricity shortage
brought on by an extreme drought, aggravat-
ed by the El Nifio weather phenomenon, EFE
reported. The time change brings Venezuela
back to the time schedule that it adhered to un-
til 2007, when the government turned its clocks
back by half an hour. The measure is part of

a government plan to take better advantage

of daylight hours and thus reduce the use of
electricity.
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followed by Valero Energy with 11 and Phillips
66 with seven. Equipment malfunctioning at
the José port has been occurring since March,
causing delays. There has also been a backlog
of vessels around PDVSA's Bullen Bay terminal
in Curagao. PDVSA this week said it will install
three new loading arms to make operations
more efficient at the José terminal. Delays

in Curagao to unload imports of U.S. light
crude—used as a diluent for Venezuela's heavy
crude—led to a decline in sales of blend crudes
such as Merey, one of Venezuela’s main grades
for exports. Exports of traditional crudes to
the United States such as Boscan, Corocoro,
Morichal and Hamaca also fell. As of May 4,
more than 30 dirty tankers were waiting to load
and discharge oil at the José and Bullen Bay
terminals, including five U.S. crude cargoes
sold to PDVSA by BP and China Qil. Waiting
times have shortened recently, but loading or
discharging at Bullen Bay still takes more than
five days.

Value of Colombia’s
Exports Plunges 33%
Due to Low Oil Prices

The value of Colombia's exports fell 33.4
percent in March as compared to the same
month last year, the country’s statistics agency,
known as DANE, said Thursday, according to
Colombia Reports. Exports in March dropped
in value to $2.3 billion from $3.46 billion a year
earlier. In the first quarter of this year, the value

of Colombia’s exports declined 31 percent year-

on-year, according to DANE. The main reason
behind the fall is the decline in the price of oil,
Colombia's top export. Crude shipments make
up approximately half of the South American
country’s exports. Colombia is Latin Ameri-
ca’s third-largest oil producer. The decline in
exports also coincides with a 4 percent drop in
oil production in March, according to the coun-
try’s Mines and Energy Ministry. The United
States was the main destination of Colombian
exports in March, with a 33.5 percent share.
The next-largest destinations for exports were
Panama, Ecuador, Spain, Peru, Venezuela and
Mexico.

POWER SECTOR NEWS

State Grid’s Plans to
Buy Abengoa’s Assets
May Be Delayed

China-based electric utility company State Grid
said its plans to buy Spanish multinational
energy and telecoms corporation Abengoa'’s
power transmission lines in Brazil may take
longer than expected, citing the different nature
of some assets as complicating negotiations,
Reuters reported Monday. State Grid is also
eyeing assets in other segments of Brazil's
electricity agency, State Grid’s vice president,
Ramodn Haddad said Friday. “There are all types

of assets—greenfields, brownfields, some with
related financing deals, others with contracts
already signed to provide services, so it is

a protracted transaction,” Haddad said. He

Abengoa has until
October to reach a
deal with creditors and
avoid bankruptcy.

declined to give a timetable for the deal. A top
official from Brazil's energy ministry said he
expected a firm offer from State Grid by May.
The negotiations with Abengoa involve several

FEATURED Q&A / Continued from page 1

those goals will require significant energy
investments. As a country with limited
natural resources, Japan understands the
need for developing alternative energy
and can provide not only financial but also

‘ These investments will

lay the groundwork
for the private sector
to participate in each
country’s efforts to
achieve the carbon
emission reduction
goal stipulated in the
COP21 agreement.”

— Kazuko White

technical assistance in the fields of energy
conservation and renewable energy. Japan'’s
experience in these areas lends itself to

a natural partnership with countries that
currently depend on fuel imports and the
specific areas where fossil fuel generation is
out of reach. Developing renewable energy
infrastructure is an expensive undertaking
for any country, as renewables are still costly

resources. The IDB and JICA can therefore
play a valuable role in creating the economic
incentives for countries to make their energy
sector more sustainable. These investments
will lay the groundwork for the private sector
to participate in each country’s efforts to
achieve the carbon emission reduction goal
stipulated in the COP21 agreement.”

Kevin P. Gallagher, associate
professor of Global Develop-
ment Policy and co-director of
the Global Economic Gover-
nance Initiative at Boston University: “The
IDB should be commended for re-allocating
its financing toward financing for climate
change. At 30 percent, the IDB’s pledge is
the largest among Western-backed develop-
ment bank pledges for climate change-re-
lated initiatives. As the IDB’s own research
has shown however, the region needs $100
billion annually for climate finance, so $4
billion per year is still a far cry from what is
needed. All of the multilateral development
banks need a ‘climate capitalization’ that
increases the paid in base capital of their
operations. Some countries in the region are
better poised than others to contribute new
capital to the MDBs, and those that are not

Continued on page 6
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new projects that Brazil's government believes
are key to guaranteeing the country’s future
power supply. Abengoa ceased working on the
construction of the projects in Brazil late last
year, following a request to seek a pre-insol-
vency request in Spain. The company has

been given until October to reach a deal with
creditors and avoid bankruptcy. Abengoa had
been building more than 6,000 kilometers of
power transmission lines in Brazil. The compa-
ny already operates 3,500 kilometers of lines in
the country. State Grid is the only company that
has said it is in talks to buy Abengoa’s Brazilian
assets.

Enel Begins
Operation of 30MW
Wind Farm in Brazil

Enel Green Power Brasil Participagdes has
started commercial operations of the 30 mega-
watt Damascena wind farm in Brazil's Bahia
state, reNEWS reported Tuesday. The company
said the wind farm is the second of four plants
at the 118 megawatt Serra Azul wind power
cluster to be in operation. The $220 million
Serra Azul complex also has the 30 megawatt
Manigoba, 28 megawatt Esperanca and 30
megawatt Dois Riachos wind farms. The latter
has already begun operations. The investment
is partially financed by loans from the Interna-
tional Finance Corporation, ltat Unibanco and
the Brazilian Development Bank BNDES.

POLITICAL NEWS

Brazilian Supreme
Court Justice
Suspends Cunha

A justice of Brazil's Supreme Court has sus-
pended Eduardo Cunha, the powerful speaker
of the lower house of Congress, from his
legislative duties, the court’s press office said
in a statement Thursday, Bloomberg News re-
ported. The court still must ratify the injunction

THE DIALOGUE CONTINUES

Will Oil and Gas Output Increase
for Trinidad & Tobago?

Trinidad and Tobago's central
bank is expecting increased
oil and gas production, despite
lowering its forecasts for eco-
nomic growth in the near term. A report that
the central bank published in April said that
recent private-and public-sector initiatives
should improve the supply of natural gas
in the short to medium term, adding an
additional 250 million cubic feet per day
of natural gas by the end of 2016. Will new
initiatives in Trinidad and Tobago's oil and
gas sector succeed? What government re-
forms will do the most good, and what other
measures should the government take as
it grapples with low energy prices? Do the
government'’s predictions accurately reflect
the outlook for the country’s energy sector
in the short and long term?

Anthony T. Bryan, professor at
the Institute of International Re-
lations at the University of the
West Indies in St. Augustine,
Trinidad: “Despite recent global challenges,
such as supply and demand issues and
uncertain commodity prices, Trinidad and
Tobago's (T&T) liquefied natural gas still
has a strong competitive advantage. The
four trains of Atlantic LNG, the country’s
major producer, were built at a time when
construction costs were considerably lower
compared to new liquefaction facilities
being built today that cost five times more
per unit ton. Atlantic LNG's four trains have

by Justice Teori Zavascki in order for it to take
effect. The suspension was based on a request
by Brazil's chief public prosecutor, Rodrigo
Janot, who argued Cunha used his position in
attempts to intimidate lawmakers and obstruct
investigations targeting him, Reuters report-
ed. Cunha is under investigation for alleged

a lower cost base and global pricing slack.
Today, the LNG sector in T&T faces some
problems because of major declines in pric-
es in its Asian and South American markets.
If demand remains soft, and there is a strong
global increase in LNG supply between 2016
and 2020, there will be short-term market
volatility for T&T. But in the longer term,
global demand for LNG is expected to grow
at a compounded 5 percent per annum.

The more immediate issues for T&T are to
mitigate the domestic economic risks asso-
ciated with the shortfall in gas production,
and to maintain the country’s reputation as

a reliable supplier of the commodity. The
government can play a critical reform role by
facilitating the supply of cross-border gas
from the Loran-Manatee field shared with
Venezuela, and by providing the appropriate
fiscal policies to incentivize the risks and
upstream investment for BP Trinidad and
Tobago's Juniper and Angelin development
platforms. Otherwise, the country could see
a further decline in natural gas production by
2019. The government'’s upbeat predictions
are not without merit. The necessary budget-
ary and fiscal measures to deal with the rev-
enue shortfall are in place, but governmental
energy policy paralysis must be avoided.”

EDITOR’S NOTE: More commentary on this
topic appeared in last week's issue of the
Latin America Energy Advisor.

involvement in the massive bribery scandal

at state-run oil company Petrobras. Cunha is
accused of receiving kickbacks in connection
with the scandal, which he denies. He is also
under investigation by an ethics committee
relating to allegations that he failed to disclose
an offshore bank account, Bloomberg News

COPYRIGHT © 2016, INTER-AMERICAN DIALOGUE
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NEWS BRIEFS

Chilean Execs Expecting
Little Improvement in
Business Prospects

Most Chilean executives did not forecast a
short-term improvement in business prospects
and described results from the first quarter of
this year as mixed, according to a central bank
survey published on Wednesday, Reuters re-
ported. The central bank said in March that the
economy will grow between 1.25 percent and
2.25 percent this year, as global demand for
copper struggles to rebound and investment

in the mining sector continues to be weak.

The poll also showed that executives were con-
cerned by a labor reform law currently making
its way through the legislature, despite a recent
ruling that had weakened the legislation.

Maduro’s Popularity Falls
Amid Venezuela’s Crises

Venezuelan President Nicolds Maduro saw his
approval rating drop to 26.8 percent in March
from 33.1 percent the month before, amid a
crippling economic crisis and rampant shortag-
es of basic goods, as well as power and water
cuts, Reuters reported Wednesday. Though
his popularity is low compared to that of his
predecessor, Hugo Chéavez, Maduro's approval
rating remains higher than that of neighboring
presidents, including Colombia’s Juan Manuel
Santos and Brazil's Dilma Rousseff.

Former Head of Ecuador’s
Soccer Federation
Sentenced to One Year

A former head of logistics for Ecuador’s Foot-
ball Federation, was sentenced on Tuesday to
a year in prison for money laundering, a case
that emerged from a larger corruption probe
at FIFA, Reuters reported. Judge Ana Lucia
Cevallos also fined Vinicio Luna $64,800 and
seized $32,400 in goods. Luna’s lawyer, Adolfo
Cadena, said his client was innocent.

reported. Cunha was a main figure in beginning
the current impeachment proceedings against
President Dilma Rousseff. The president is fac-
ing charges that she broke budget laws ahead
of her re-election in 2014, an accusation she
denies. Brazil's Senate is expected to vote next
week on whether to begin an impeachment
trial, which would trigger her suspension from
office. Recent polls by Brazilian newspapers
have suggested that a majority of the Senate
will vote to suspend Rousseff and put her on
trial, BBC News reported. In an interview Thurs-
day with the BBC, Rousseff vowed to keep
fighting to remain in office. “What we will do

is to resist, to resist, and to resist. And further
fight to ensure that we will come out victorious
on a merit basis and resume office,” she said.
“| am an innocent victim." [Editor's note: See
related Q&A in the April 19 issue of the Latin
America Advisor.]

Brazil Prosecutors
File $43.5 Billion Suit
Over Dam Disaster

Federal prosecutors in Brazil have filed a $43.5
billion civil lawsuit against iron miner Samarco
and its owners BHP Billiton and Vale over the
collapse of a dam in Minas Gerais state they
owned that caused a mudslide, polluted a river
and killed at least 17 people in November, BBC
News reported Wednesday. Anglo-Australian
BHP and Brazil-based Vale said they had yet

to receive formal notice of the claim. “BHP
Billiton remains committed to helping Samarco
to rebuild the community and restore the envi-
ronment affected by the failure of the dam,” the
company said in a statement Wednesday. The
civil action lawsuit is separate from a lawsuit
that Samarco, Vale and BHP settled with

the Brazilian government in March in which
companies agreed to pay an estimated $5.7
billion for damages. In the lawsuit, prosecutors
said they used the BP oil rig disaster in the
Gulf of Mexico to help assess the likely costs
and compensation. “It does not seem credible,
neither technically nor morally, that the value

of the human, cultural and physical environ-
ment in Brazil should be worth less than in
other countries,” the prosecutors added. BHP's
Australia-listed shares had fallen by more than
9 percent by the end of the trading session
Wednesday following the news, the Financial
Times reported. Many lawyers find it unlikely
that any judge would enforce such a large
claim against Vale and BHP, but the Brazilian
prosecutors’ lawsuit appears poised for a long
battle over the dam'’s collapse. In Vale's case,
the $43.5 billion lawsuit is equivalent to twice
the company’s market value.

Brazilian Judge
Restores WhatsApp
Messaging Service

A Brazilian judge on Tuesday restored
WhatsApp to the millions of people who use
the messaging service in the South American
country, just 24 hours after a different judge
ordered its shutdown, The Wall Street Journal
reported. A judge in Sergipe state had banned
the Facebook-owned service on Monday after
the company refused to turn over user data
that authorities sought as part of a criminal
investigation. WhatsApp said, however, that it
does not store users’ messages and therefore
cannot comply. In December, a different judge
blocked the service for a similar reason, but the
order was overturned less than 48 hours later.

First U.S.-to-Cuba
Cruise Ship in
50 Years Docks

Carnival’s cruise from Miami to Cuba, the first
such cruise between the two countries in five
decades, docked in Havana on Monday, CNN
reported. The ship’s arrival is the first stop

on a historic, seven-day cruise that is a sign
of closer ties between the United States and
Cuba. The boat set sail on Sunday and has Cu-
ban-born passengers aboard. On April 22, the
Cuban government relaxed a ban on allowing
Cuba-born individuals to travel to or from the
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in a position should welcome those that can.
The key challenge will be the extent to which
the IDB, and JICA too, can blend and lever-

‘ At 30 percent, the
IDB’s pledge is the
largest among

Western-backed
development bank
pledges for climate
change-related
initiatives.”

— Kevin P. Gallagher

age those resources with other development
banks, such as the many national develop-
ment banks, CAF and China's development
banks, along with private-sector finance.
That will take cooperation and leadership

on both the IDB and JICA's part. The region
would be better served if there were a unified
platform that could host and serve as a
clearinghouse for these efforts. For now, it
is great to see the momentum continuing to
flow for Paris.”

Vladimir Rouvinski, director
and associate professor at
CIES Research Center, Icesi
University: “The Japanese
development assistance to Latin America
in the area of low-carbon and climate-re-
silient development cooperation is sought
to support regional efforts to mitigate the
impact of climate change. It is part of the

country’s broad agenda to contribute to the
world's efforts to deal with one of the most
urgent global issues. The priority is given

to the improvement of the efficiency of the
ongoing projects and to finance renewable
energy projects. One of the other reasons
for Japan’s renewed interest in comprehen-
sive cooperation with the region is most
likely China’s growing influence in this part
of the world. There is evidence that—after
various unpleasant incidents—today’s Latin
Americans are better aware of the need to
pay attention to the environmental impact
of projects financed by China; Japan aspires
to be a reliable alternative. In this context,

it is expected that Japanese companies
can provide their partners with cutting-edge
technology and, together with local contrac-
tors, benefit from the new opportunities.
Another dimension of the financing of
climate change-related initiatives by Japan
that should be taken into account is the fact
that JICA is channeling its resources via the
IDB. This reveals Tokyo's preferences for
using multilateral arrangements because of
the latter's advantage in terms of a better
knowledge of the regional context, estab-
lished contacts with local actors, in addition
to resource pooling. At least for now, multi-
lateral lending seems to be a better way to
reach the aims of the initiative and to tackle
climate change right away in many parts of
the region simultaneously.”

The Advisor welcomes comments on its Q&A
section. Readers can contact editor Gene
Kuleta at gkuleta@thedialogue.org.
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