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FEATURED Q&A

What’s on the
Horizon for
Guyana’s Oil Sector?

Earlier this year, Guyanese Minister of Natural Resources Raphael Trotman said there was
growing interest in Guyana's hydrocarbons from other oil companies in addition to Exxon
Mobil. // File Photo: Guyanese Government.

A year ago, Exxon Mobil announced a major oil find at its

Liza-1 well in the Stabroek Block, about 120 miles off the

coast of Guyana. The Venezuelan government subsequently

ordered the drilling at the block to stop, saying the area
belongs to Venezuela. The Guyanese government, which offered Exxon
Mobil the contract for the project, has said the oil find could be worth up
to 12 times the value of its entire economy. What are the latest develop-
ments with the large oil find? What is the outlook for E&P activity in Guy-
ana’s offshore region overall? How is the territorial dispute between the
two countries playing out, and how is political uncertainty in Venezuela
affecting the development of Guyana's oil sector?

Anthony T. Bryan, professor at the Institute of International
Relations at the University of the West Indies in St. Augus-
tine, Trinidad: “Oil exploration efforts offshore of Guyana
have intensified since the Liza-1 discovery. Exxon Mobil be-
gan drilling a second appraisal well close to the original strike earlier this
year, driven by the company’s plan to accelerate commercial viability in
the offshore region. Exxon Mobil is seeking contractors on the design of
a temporary floating production facility that could win the first oil as early
as 2018 with a start-up of 60,000 barrels per day, and then be replaced
by a permanent unit that could have a capacity of between 150,000 and
200,000 bpd. Exxon Mobil plans four wells offshore this year. Meteoro-
logical and oceanographic surveys in the Stabroek Block and the Canje
block have also commenced. Exxon Mobil, Hess and a subsidiary of China
National Offshore Oil Cooperation have huge stakes in the enterprise, and

Continued on page 3

TOP NEWS

RENEWABLES

Argentina’s Macri
Launches Push for
Renewable Energy

Argentine President Mauricio
Macri on Wednesday launched a
decade-long plan to attract bil-
lions of dollars in investment and
increase the amount of electricity
produced from renewable energy
sources.
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OIL & GAS

Venezuela Strikes
Improved Oil
Deal with China

Venezuela has reached a deal with
China to improve the conditions
of an oil-for-loans deal ahead of
upcoming debt payments.
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OIL & GAS

Temer to Tap
Former CEO of
Bunge Brazil to
Run Petrobras

Interim Brazilian President
Michel Temer plans to invite the
chairman of financial bourse
BM&FBovespa, Pedro Parente, to
become the CEO of state-run oil
company Petrobras.
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Parente // File Photo: Brazilian
Government.
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OIL & GAS SECTOR NEWS

Temer to Tap Former
CEO of Bunge Brazil
to Run Petrobras

Interim Brazilian President Michel Temer
plans to formally invite Pedro Parente, who
currently is the chairman of financial bourse

Petrobras may need
additional government
assistance if it does not
meet its asset sales goal.

BM&FBovespa, to become the CEO of state-run
oil company Petrobras, Chief of Staff Eliseu
Padilha said Thursday, Reuters reported.
Parente has previous experience as the CEO of
the Brazilian unit of United States-based grain
exporter Bunge, as well as the deputy finance
minister and chief of staff to former President
Fernando Henrique Cardoso. Parente was also
an energy minister under Cardoso, where he
managed a national energy crisis and oversaw
energy rationing during a 2002 drought,
Bloomberg News reported. Parente would take
the helm of the oil giant as it struggles to re-
duce its debt and navigate the fallout from the
country’s biggest corruption scandal. Having
Parente lead Petrobras fits with Temer’s plan
to foster a more investment-friendly adminis-
tration and restore growth to Latin America's
largest economy. Petrobras is currently in

the midst of an asset sale and has sold $2.1
billion in assets, to-date. Temer is expected to
increase the rate of privatizations, and may sell
Petrobras’ fuel distribution business in order
to close the budget gap and restore investor
confidence, a government official with direct
knowledge on the matter said. Petrobras may
need additional government assistance if it
does not meet its goal of selling $14.1 billion

in assets this year, Moody’s Investors Service
said in a report published Thursday. The com-
pany may also have difficulty refinancing its
estimated $21 billion in debt coming due by the
end of 2017, given its limited access to capital
markets, Moody'’s said.

Venezuela Negotiates
Improved Oil Loans
Deal with China

Venezuela has reached a deal with top-lender
China to improve the conditions of an oil-for-
loans deal, giving the OPEC member state a
little breathing room ahead of upcoming debt
payments, Venezuelan Economy Vice President
Miguel Pérez said Monday, Reuters reported.
Pérez said that from Venezuela's perspective,
all conditions, including loan time frames,
investment amounts and non-financial aspects

‘ This [deal] will give
the country important
oxygen to go forward.”

— Miguel Pérez

of the conditions had been improved. “This
will give the country important oxygen to go
forward,” he added. The better terms will ben-
efit oil exporter Venezuela, as it suffers from
an economic crisis amid low global oil prices.
The low oil prices mean that Venezuela needs
to sell more oil than normal in order to meet
its debt obligations. Qil is trading at nearly $50
per barrel, about half the levels of mid-2014,
though prices have risen by almost 80 percent
in the first months of this year. Pérez said the
new deal with China, along with a steep cut to
imports and a weaker foreign exchange rate,
could help Venezuela recover from a “very
complicated” semester. He predicted that Ven-
ezuela would remain in recession until the end
of 2017. Beijing officials could not immediately
be reached for comment.

NEWS BRIEFS

Pemex Could Give Up
Majority Stake in
Refineries: CFO

The chief financial officer of Mexican state oil
company Pemex, Juan Pablo Newman, said
in an interview May 13 that the company is
seeking private sector expertise to make its
six domestic refineries more efficient, Reuters
reported. “We may not have a majority stake
in the refineries, but we are going to dilute
our participation,” said Newman, adding that
Pemex aims to spend about $1.65 billion on
its refineries this year while seeking additional
investment from private partners.

Caribbean Nations Should
Invest More in Renewable
Energy: Jamaica’s Shaw

Caribbean countries should take advantage

of low global oil prices to invest in renewable
energy sources such as solar and wind, said
Jamaican Finance Minister Audley Shaw, the
Jamaica Gleaner reported Wednesday. “There
is no time for us to look away from alternative
energy,” Shaw, who also chairs the board of
governors of the Caribbean Development Bank,
said at the opening of the bank’s annual meet-
ing. “It is time for us to intensify our look

at alternative energy.”

Pemex Unable to Replace
Proven Reserves with
New Discoveries in 2015

Mexican state-run oil company Pemex said
Monday it had failed to replenish its proven
reserves in 2015 with enough new discoveries,
Reuters reported. The company said it had
obtained 120 million barrels of oil equivalent of
proved reserves from discoveries, but that the
volume was not enough to compensate for the
reductions in reserves that came as a result of
revisions, delimitations and increased develop-
ment and production during the year.
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RENEWABLES NEWS

Argentina’s Macri
Launches Push for
Renewable Energy

Argentine President Mauricio Macri on

Wednesday launched a decade-long plan to
attract billions of dollars in investment and
increase the amount of electricity produced

Macri // Photo: Argentine Government.

from renewable energy sources, The Wall
Street Journal reported. The first phase of

the program, an auction, began Wednesday
and calls for companies to bid on contracts

to produce 1,000 megawatts of power from
renewable energy sources such as wind and
solar. Officials expect to attract about $2.1
billion in investments from companies, and
plan to begin producing energy from the invest-
ments by October 2018. The auction is part of
the larger goal of producing 8 percent of the
country’s energy through renewable sources
by the end of this year and 20 percent by 2025.
Officials expect to hold additional auctions in
the coming years that will add another 9,000
megawatts of renewable energy to the national
grid. Sebastian Kind, Argentina’s undersecre-
tary for renewable energy, said the timing of
those auctions would depend on the outcome
of this first one. Analysts believe Argentina will
need to attract about $15 billion in investment
in order to meet its long-term renewable energy
goals, as its renewable energy infrastructure
lags behind that of its South American neigh-
bors. Argentina’s less-developed infrastructure
may be appealing to investors looking to tap
into a less saturated renewables market.

New Brazilian Energy
Minister Vows
Focus on Renewables

Brazil's newly appointed minister of mines and
energy under interim President Michel Temer,
Fernando Coelho Filho, told members of the
electricity industry that renewable energy
would be one of his main areas of focus in the
coming weeks and months, PV-Tech reported
Tuesday. Rodrigo Sauaia, director of Brazil's
solar industry association, Absolar, attended
Filho's first meeting with energy industry
associations on Sunday to discuss energy

if appraisal results meet expectations, E&P
activity will accelerate rapidly in Guyana's
offshore region overall. In the long term,

‘ The development of
Guyana’s oil sector
will continue rapidly,
unless Venezuela
invades militarily—an
unlikely prospect at
this stage.”

— Anthony T. Bryan

the territorial dispute may be headed for a
judicial settlement by the International Court
of Justice, based on international law. In the
interim, Guyana has the support of the Ca-
ribbean Community, or Caricom, but there is
unpredictability. New extra-regional players,
like China and Russia, and sub-regional or-
ganizations, such as the Community of Latin
American and Caribbean States, or CELAC,
are prompting a readjustment of traditional
relationships. PetroCaribe is waning as the
Venezuelan energy lifeline to the region,

and the specific foreign policy toward the
Caribbean of the dominant MUD opposition
coalition in the Venezuelan congress is

generation, transmission and distribution. He
said Filho envisioned the Ministry of Mines
and Energy taking on a role that extended
beyond the energy sector, to help end Brazil's
recession. Sauaia, speaking on behalf of
Absolar, said that political turmoil in Brazil had
impeded the country from moving forward with
developments in its solar power sector, due to
the difficulty of keeping an open dialogue with
the government in recent months. The arrival
of Temer represents a “temporary solution,” for
up to 180 days, Sauaia said. He added that the
interim ministers of finance and others directly
involved with the economy must take new
actions during this period this period to resolve
the fluctuation of interest rates, as currency

FEATURED Q&A / Continued from page 1

uncertain. But the development of Guyana’s
oil sector will continue rapidly, unless Vene-
zuela invades militarily—an unlikely prospect
at this stage.”

Sadio Garavini di Turno, former
Venezuelan ambassador to
Sweden, Guatemala and Guy-
ana: “Earlier this year, Guyana
gave a new concession for oil exploration,
the Orinduik Block, to a British-Canadian
consortium. The concession is west of
the successful discovery of the Liza field
in the Stabroek block of Exxon Mobil, in
partnership with the China National Offshore
0il Corporation. Stabroek is a very broad
grant that ranges from clearly Guyanese
waters to areas of the Venezuelan Exclusive
Economic Zone, passing through waters of
the Essequibo Claim Zone. Exxon cautiously
began its exploration in the Campo Liza,
located in Guyanese waters. The Venezuelan
government, for many years, kept in oblivion
the Essequibo claim. Only a few months
did it give the claim, for a while, a place at
the top of the agenda. It is evident that the
government had the following objectives: 1)
Try to recover popular support in view of the
parliamentary elections, manipulating the
nationalist message. 2) Distract attention
Continued on page 6

COPYRIGHT © 2016, INTER-AMERICAN DIALOGUE



LATIN AMERICA ENERGY ADVISOR

May 20, 2016

risk has often been cited as a factor holding
back the development of the solar power
industry in Brazil.

Uruguay to
Export Wind
Power to Argentina

Uruguay is set to export electricity generated
by its wind farms to Argentina under a pio-
neering deal between two private companies,
Wind Power Monthly reported Tuesday. The
deal was signed between Uruguayan wind farm
developer Ventus and Argentine energy trader
Saesa, and is awaiting approval by authorities.
The agreement covers exports equivalent to
10 megawatts of installed capacity, but Ventus
and Saesa have already signed a letter of
intent for up to 80 megawatts. The deal is the
first power export deal between two private
companies in the two countries. Uruguay and
Argentina already trade electricity through

a deal struck between their respective state
energy companies that covers electricity
generated at the 1,890 megawatt Salta Grande
hydroelectric dam on the Uruguay River, which
divides the two countries. Uruguay’s wind
sector is expected to reach a total capacity of
1.2 gigawatts by the end of the year. Argentina
had 279 megawatts of installed wind capacity
at the end of last year.

POLITICAL NEWS

Maduro a ‘Petty
Dictator’: OAS Chief

The leader of the Organization of American
States on Wednesday called Venezuelan
President Nicolas Maduro a “traitor” and a
“petty dictator” and said he was considering a
move toward convening an emergency meeting
of the OAS to discuss Venezuela. In a harsh
exchange of words, partially over Twitter, 0AS
Secretary General Luis Almagro told Maduro,
“You will NEVER be able to undo so much
suffering, intimidation, misery and anguish

ADVISOR Q&A

Are Maduro’s Days Numbered?

Venezuelan Vice President
Aristobulo Istiriz said Sunday
that an opposition-led peti-
tion drive for a referendum to
remove President Nicolas Maduro from
office would not be allowed to move ahead,
accusing organizers of committing fraud
in collecting signatures. Meanwhile, last
Friday, Maduro declared a 60-day state of
emergency, ordering military exercises to
prepare for what he called “foreign threats.”
On Sunday, he told a crowd of supporters
that all businesses and factories closed
down by their owners would be “given
to the workers” so production could be
restarted. Given recent developments, how
likely is Maduro to complete his term? What
scenarios could develop that would trigger
aregime change in Venezuela? What other
countries have gone through similar crises
as Venezuela's, with rampant inflation and
shortages of basic goods, and what do
their experiences foretell about what might
happen in Venezuela?

Michael Shifter, president of
the Inter-American Dialogue:
“Despite Venezuela's unrelenting
economic and humanitarian cri-
ses, it is not inconceivable that Maduro will
remain in office until the end of his term. The
opposition remains relatively weak and di-
vided, unable to capitalize on its majority in
the national assembly to drive the country’s
political dynamics and policy agenda. The
government controls key institutions, includ-

you've created for your people,” BBC News
reported. On Tuesday, Maduro blasted Almagro
during a three-hour news conference in which
he defended the state of emergency that he
declared in the South American country and
added, “Almagro, just give up. He has been a
traitor for a long time... At some point | will tell
his story, | know his secrets. The Americans,

ing the judiciary and the electoral council. As
if there were any doubt, the vice president’s
statement makes it clear that the govern-
ment will shut down the recall process.

With institutional channels blocked and the
government displaying its military muscle,
the opposition is more likely to resort to the
streets. The role of the armed forces will be
crucial, though it remains uncertain. There
are few precedents of a social and economic
calamity of this magnitude. Only Zimbabwe
under Mugabe (who Chavez greatly admired)
has certain features in common with
Venezuela, given its extremely high levels of
inflation and the president’s tight control of
all state institutions. Venezuela should best
be compared to other oil-based economies.
It is hard to understand the reality without
taking into account that fundamental char-
acteristic. The government’s stability would
be put at risk by a government default, which
many economists are predicting, or the
collapse of the black market, where millions
of Venezuelans acquire basic goods, even

at exorbitant prices. There are signs that

the black market may indeed be collapsing.
Until then, however, Maduro could well stay
in power, despite the heightened repression
and utter mismanagement of the country’s
affairs.”

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

the CIA, have played a master move using
Almagro as their agent.” In a tweet, Almagro
responded, “I'm not a traitor either to my ideas
or my principles BUT YOU ARE A TRAITOR to
your people.” The OAS chief also said Wednes-
day that he was considering requests by New
York-based Human Rights Watch and Venezu-
ela’s National Assembly to apply the organiza-

COPYRIGHT © 2016, INTER-AMERICAN DIALOGUE
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NEWS BRIEFS

Temer Elevates Lawmaker
Facing Attempted Murder,
Corruption Allegations

Acting Brazilian President Michel Temer
tapped Congressman André Moura, who is
currently under investigation on an attempted
murder allegation, to be the government'’s
new leader in the Chamber of Deputies, the
Associated Press reported Wednesday. Moura
is a member of the conservative Social Chris-
tian Party, and is also being investigated for
alleged involvement in the Petrobras corrup-
tion scandal. Moura said Wednesday that the
attempted murder allegations against him are
unfounded, and are part of a plot concocted
by a political rival to ruin his career. He also
denied involvement in the Petrobras scandal.

Argentine Congress
OKs ‘Anti-Layoffs’ Law

Argentina’s Congress on Thursday approved
legislation that would double the cost to
employers for laying off private and public
employees over the next six months, marking
President Mauricio Macri’s first legislative
defeat since taking office last year, The Wall
Street Journal reported. Macri had said the law
would scare away investors and cripple the job
market. He is expected to veto the bill.

Dominican Republic’s
Medina Claims Victory,
Abinader Concedes

Dominican President Danilo Medina on
Tuesday claimed victory in Sunday’s election,
as partial results showed him winning by a
wide margin, BBC News reported. Medina
had captured 62 percent of the votes tallied,
well ahead of the second-place finisher, Luis
Abinader, who captured 35 percent. Abinader
conceded but accused the president of mis-
appropriating state resources in order to win
re-election. Medina’s PLD party also appeared
to retain control of the Congress.

tion’s Democratic Charter to Venezuela, a step
toward convening an emergency meeting of the
OAS General Assembly, which could ultimately
lead to Venezuela's suspension from the body,
The Wall Street Journal reported. Opposition
politicians earlier this month submitted to
Venezuelan authorities petitions they say
contain the signatures of some 1.8 million
Venezuelans calling for a referendum to recall
Maduro. However, on Sunday, Vice President
Aristobulo Istriz ruled out any such referen-
dum, saying the signatures were “fraudulent,”
BBC News reported. AlImagro urged Maduro to

¢G

To deny the people that
vote, to deny them the
possibility of deciding,
would make you just
another petty dictator,
like so many this
hemisphere has had.”

— Luis Almagro

allow the referendum to go ahead. “To deny the
people that vote, to deny them the possibility
of deciding, would make you just another petty
dictator, like so many this hemisphere has
had,” the OAS leader wrote to Maduro Wednes-
day in an open letter, The Wall Street Journal
reported. The number of signatures on the
petitions is several times the number required
by the Constitution, but the country’s electoral
council has delayed its review of the petitions
until next month, a move that would make a
referendum this year unlikely, the newspaper
reported. [Editor’s note: See Q&A on Venezuela
in Tuesday’s Advisor.]

Mexican President
Proposes Legalizing
Same-Sex Marriage

Mexican President Enrique Pefia Nieto on
Tuesday proposed legalizing gay marriage
nationwide, the Associated Press reported. The
move would enshrine a ruling last June by the
country’s Supreme Court that it is unconstitu-
tional for states to bar same-sex couples from

getting married. The ruling did not overturn any
state laws at the time. At an event on the Inter-
national Day Against Homophobia, Pefia Nieto

The Supreme Court ruling
last year did not overturn
any state laws at the time.

said he had signed initiatives that would seek
to add provisions to Mexico's Constitution and
national civil code that would allow for same-
sex marriage. The president said he would plan
to reform Article 4 of the Constitution so that

it would reflect the Supreme Court's opinion

“to recognize as a human right that people can
enter into marriage without any kind of discrim-
ination.” Pefia Nieto's Twitter page was turned
rainbow-colored on Tuesday when he made the
announcement. Gay marriage is already legal
in some parts of Mexico, including the capital,
the northern state of Coahuila and Quintana
Roo state.

Chile Expects Copper
Prices to Rise Sharply

Chilean officials expect copper prices to
increase by about a third over the long term be-
cause of rising demand from China, Bloomberg
News reported Monday. Copper, the country’s
top export, may average $6,330 per metric ton
after 2018, Sergio Hernandez, executive vice
president of the Chilean Copper Commission,
or Cochilco, told reporters. Some producers,
such as Rio Tinto Group and Freeport-McMo-
Ran, have projected the copper market will be
in deficit within several years, if not next year.
“We have a high level of confidence about the
increasing prices,” Hernandez said. The lull

in global copper prices in recent years has
brought labor tension in Chile as companies
adjust to lower demand. Unionized workers at
Freeport-McMoRan’s El Abra mine accepted

a wage contract offered by the company last
month after a strike, Reuters reported.
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FEATURED Q&A / Continued from page 3

from the socio-economic disaster. 3) Make
life difficult for the opposition, demanding
national unity against the United States and
Exxon. 4) Calm the Armed Forces, who were
worried about the claim. All told, in view

of the overwhelming electoral defeat, it is
obvious that the strategy did not work. Now
the matter is in the hands of the U.N. secre-
tary general, who, as provided in the Geneva
Agreement of 1966, must select one of the
methods of peaceful settlement of disputes
established in article 33 of the U.N. Charter.
It is and will remain a long story. | think Exx-
on will also continue to act cautiously.”

Sally Yearwood, executive
director of Caribbean-Central
American Action: “Border
disputes, in times of political
or economic crisis, can be a convenient
distraction for a disaffected population, and
the Guyana-Venezuela land and maritime
dispute has long been a source of conten-
tion between the two countries. Indeed,
maps printed in Venezuela generally show
the Essequibo region as Venezuelan, or at a
minimum as being a ‘reclamation zone.' In
2015, a beleaguered President Maduro had
nothing to lose in rehashing this issue, and
he received broad national support for his
statements, while Guyana has steadfastly
held that the existing border has been inter-
nationally recognized for more than a cen-
tury, and that any threats to its territory are
a direct threat to the economic interests of

one of the hemisphere’s poorest countries.
With the disputed land and waters being rich
in minerals and oil respectively, the extent
to which Guyana, a net fuel importer, may
benefit from finds that could change the
economic future of the country cannot be
underestimated. To complicate the current
iteration of this issue, Venezuela's Petroca-
ribe program was effectively deployed as

a tool to mute the regional response, and,
not surprisingly, the Venezuela/Guyana fuel-
for-rice exchange program was suspended.
In the meantime, President Granger of
Guyana has warned of the potential negative
economic consequences that this dispute
could provoke. However, to-date, there is

no clear evidence that investors’ interest in
exploration and production has diminished
in Guyana'’s territorial waters. So far this
year, the clash has quieted somewhat, but it
has not been resolved. Caracas accepted the
new ambassador from Guyana, and a U.N.
team has visited both countries to advance
arbitration efforts, but there is no reason to
believe that Venezuela will drop its claims in
spite of far-reaching implications that go be-
yond the Essequibo. After all, to paraphrase
an old saying, ‘there’s gold in them thar hills
(and black gold in them thar seas)’; and that
combination can be tempting to even the
best of neighbors.”

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