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LAC Policy Descriptions: Argentina
General Background

Argentina is the third-largest power market in Latin America behind Brazil and Mexico. It began to export natural gas in 1997, mainly to Chile, the country’s largest export market. Due to low operating costs and low pollution intensity, hydroelectrical power generation is very developed. Lately, there has been a trend toward substituting natural gas for hydroelectrical power generation. There are more plans for large hydroelectric projects, but all require private sector investment for completion. There are electricity interconnections with Chile, Brazil, and Uruguay. Argentina uses this electrical grid to import and export electricity to/from neighboring countries. By 2002, total generation capacity was close to 26 Gigawatts (GW). 
Argentina plays a key role in Latin American oil and natural gas markets. It is the fourth largest oil and natural gas producer and the third largest consumer and exporter in Latin America. Argentine energy exports mainly go to Chile, Brazil, Uruguay and Paraguay. Crude oil, refined products, and natural gas not used domestically is exported through pipelines to Chile, Brazil and Uruguay. Argentina also supplies Paraguay and Uruguay with crude oil by oil tankers.
Section 1: Energy provision 

· Main fuel sources for direct use and power generation

The main sources of energy are fossil fuels such as natural gas and oil (50-60%), and hydroelectric (30-40%) and nuclear (4-9%) power.
 Other sources include coal and renewables such as solar and wind energy. However, the power generated by these secondary resources does not represent a significant contribution to the total installed capacity.
With around 2.7 billion barrels of proven oil reserves, Argentina is a significant player in the Latin American oil market. After peaking in 1998 at 916,000 barrels per day (bbl/d), Argentine oil production has steadily declined; nevertheless, in 2004, the country was still the third-largest oil producer in South America at 692,600 bbl/d. Argentina consumed 397,000 bbl/d of oil in 2004, with net exports of 295,600 bbl/d; Argentina’s oil exports go primarily to Chile and Brazil.
Oil, and natural gas in particular, are the most important energy sources. Natural gas has been the main source for electricity generation since the late 1990s. Additionally, Argentina has the largest number of natural gas vehicles in the world (1,200,000 vehicles). Argentina is the second country after the U.S. in number of natural gas fueling stations in the western hemisphere.

· Degree of reliance on imported energy 

In 2003 Argentina produced 57 million barrels of oil equivalent (MMBoe) electricity, imported almost 4.7 MMBoe, and exported 1.57 MMBoe.

· Extent of connection to electricity network  (households and businesses; rural and urban) 

In 2002, 95% of the population had access to electricity. However, 30% of the population living in rural areas and 2% of the population living in urban areas did not have access to electricity for either economic or physical reasons.
· Any capacity concerns (power generation and/or transmission/distribution) 

Although Argentina has one of the largest natural gas reserves in Latin America, natural gas production has declined since 2002. This decline in production has been associated with several factors: collapse of the economy in 2001, low gas prices due to excessive government control, insufficient investments, and the reduction of exploratory drilling activities. 

In 2004 Argentina experienced energy rationing and shortages due to a decline in natural gas production combined with the lack of rains during the dry season. The latter triggered an internal energy crisis that also affected Argentina’s neighboring countries due to the reduction of natural gas exports from Argentina.

· Potential for renewable energy, energy efficiency and co-generation (i.e. any authoritative assessments) 

The use of hydroelectric power generation has decreased in recent years due to the increase of thermal power generation by natural gas. Additionally, the output of hydroelectric power generation has been highly volatile due to the declining levels of rainfall. There are over 14 hydropower plants with generation capacities ranging from 100 MW to 3200 MW. The two largest hydropower generation plants rely on bi-national projects: the 3200 MW Yacyretá plant (Argentina and Paraguay) and the 1890 MW Salto Grande plant (Argentina and Uruguay). A third hydroelectric project of 3000 MW on the Paraná (Argentina and Paraguay) is under evaluation by both governments.
Section 2: Energy market

· Ownership (state/municipality/private/mixture) of electricity and gas utilities and other sources of energy 

Electricity Market:
The role of the State has undergone profound changes since the electrical reorganization that began in 1992. The activities of generation, transmission, and distribution are open to the private sector, with ownership of more than one activity within the sector restricted. The law guarantees access to the grid, creates a competitive environment and allows generators to serve costumers anywhere in the country.

Liquid Fuels Market:
In 1999, the Spanish oil company Repsol merged with Argentina’s Yacimientos Petrolíferos Fiscales (YPF), the formerly state-owned oil company. Repsol-YPF dominates oil exploration and production activities in Argentina, though the country’s oil sector is legally open to the private sector. In 2003, Repsol-YPF accounted for about 39% of Argentina’s oil production. Other significant, oil-producing companies in Argentina include Pan American Energy, ChevronTexaco and Petrobras Energía.
Gas Market:

Argentina began deregulating natural gas production in 1989 as part of its privatization of YPF. As with the oil industry, YPF (now Repsol-YPF) retains a dominant position in the upstream sector. During the first three quarters of 2003, Repsol-YPF produced 33% of the country’s natural gas, followed by Total Austral SA (19%). 
Since the privatization of the system in 1992, the distribution portion of Argentina’s gas market has become dominated by MetroGas SA, Gas Natural Ban SA, Camuzzi Gas Pampeana SA, and Camuzzi Gas del Sur SA, most of which have strong foreign ownership. 

Two companies, Transportadora de Gas del Sur (TGS) and Transportadora de Gas del Norte (TGN), control Argentina’s natural gas transmission system. TGS, a joint venture of Petrobras Energía and U.S.-based Enron, is South America's largest pipeline company. The company delivers about 60% of Argentina's total natural gas consumption, mainly in the greater Buenos Aires area. TGS operates the 3,428 kilometers, 29 million cubic meters per day San Martin pipeline, connecting the southern part of the country with Buenos Aires, as well as the Neuba I and II pipelines. TGN (major shareholders include TecGas N.V., Compañía General de Combustibles SA, and TotalFinaElf Gas Transmission Argentina SA) operates two main pipelines. The first, the 1,448 kilometers, 23 million cubic meters per day, runs from Campo Duran to the main compressor plant in San Jeronimo, eventually reaching Buenos Aires. The second pipeline, the 1,126 kilometers, 33.5 million cubic meters per day Centro Oeste, runs from the Loma la Lata field, Neuquen province, to San Jeronimo.

One issue that emerged from the 2004 energy crisis was the inadequacy of Argentina’s domestic natural gas transmission network to meet increasing demand. To remedy this situation, the Argentine government introduced several measures to promote investment in the system, including the creation of financial trusts that could raise money from international capital markets to build new transmission infrastructure. These financial trusts would then have authorization to charge higher tariffs in excess of government-established levels in order to repay any capital financing. The first two projects enacted under this new program were the US$285 million expansion of TGS’s San Martin, which will add some 10% to its capacity, and the US$169 million expansion of TGN’s Norte pipelines.

Argentina has extensive pipeline linkages with its neighbors, including pipelines connecting Argentina to Chile. Three in the south; Tierra del Fuego, El Condor-Posesion, and Patagonia supply methanol plants in Chile. In the north, the 930 kilometers, 8.5 million cubic meters per day GasAtacama pipeline runs from Cornejo, Argentina to Mejillones, Chile. Owned by Endesa and U.S.-based CMS, GasAtacama supplies the companies’ Nopel power plant. Also in the north, the 7 million cubic meters per day NorAndino, operated by Belgium’s Tractebel, runs parallel to GasAtacama. In the central region, the 460 kilometers, 8.7 million cubic meters per day GasAndes pipeline, majority owned by TotalFinaElf, connects the Neuquen basin in Argentina to Santiago, Chile. Also in the central region, the 530 kilometers, 9.7 million cubic meters per day Gasoducto del Pacífico connects Neuquen to central Chile. Majority owned by TransCanada (30%), El Paso (21%), and Gasco (20%), Gasoducto del Pacífico supplies municipal distributors and gas-fired power plants.

The 440 kilometers, 2.8 million cubic meters per day Parana-Uruguayana pipeline connects Argentina and Brazil. The pipeline provides natural gas to AES Brasil Energia’s 600-MW power plant in Uruguayana. The Argentine section is operated by Transportadora de Gas de Mercosur; the 26 kilometers Brazilian section is operated by Transportadora Sul Brasileira de Gas. There are plans to construct a 620 kilometers extension of the pipeline from Uruguayana to Porte Alegre, where the pipeline would supply thermal power plants.

In January 2003, Argentine natural gas began to flow to Montevideo, Uruguay, through the 400 kilometers, 5.4 million cubic meters per day Gasoducto Cruz del Sur (GCDS, Southern Cross pipeline). The GCDS project also includes a concession covering a possible extension from Uruguay to Porto Alegre in southern Brazil; major partners in the GCDS project are British Gas (40%) and Pan American Energy (30%).

Argentina imports gas from Bolivia through the 440 kilometers, 6 million cubic meters per day Yacimientos-Bolivian Gulf (Yabog) pipeline. Argentina began importing natural gas from Bolivia during the 2004 energy crisis, which it had not done since 1999. Argentina continued to import gas from Bolivia following the end of the energy crisis, and the two countries made agreements to continue the trade through 2006. To facilitate these increased imports, the Argentine government solicited bids for the construction of a US$1 billion, 970 kilometers Gasoducto Noreste Argentino between the two countries
Coal Market:
Argentine coal resources are limited. Imports from Australia, U.S. and South Africa have been reported. Electricity generation from coal-fired plants is not common and the largest power generation facility is the 350 MW San Nicolas plant.
Nuclear Market:
Nucleoeléctrica Argentina S.A. (NASA) is the company that has been generating electric energy from nuclear power since 1994. NASA generates between 4 to 9% of its electricity from Atucha I (357 MW) and Embalse (648 MW) nuclear plants. A third facility (745 MW Atucha II) is expected to be online by 2008 after several failed privatization attempts. 
· Extent of competition in power generation and energy retail 
There is considerable private sector competition in the power generation and energy retail markets.  There is an active spot market for power supplies.
· Structure – extent of vertical integration of generation/transmission/distribution/retail
The Argentine electricity sector is unbundled, with separation of controlling interests in generation, transmission, and distribution.
Section 3: Energy policy framework

· Existence of an explicit energy policy framework (e.g. a recent White Paper) and key policies (e.g. privatization, liberalization, rural electrification plan etc) or not – what role is envisaged for sustainable energy? 
· Any current energy policy debates/developing legislation – e.g. on security of supply; energy market reform; incentives for renewable energy etc. 

· Any specific policies or programs to promote sustainable energy 

The importance of the contribution from renewable resources as alternative sources of electrical energy in the rural sector was first developed through the PAEPRA program (Programa de Abastecimiento Eléctrico a la Población Rural Dispersa de Argentina), under the guidance of the Ministry of Economy and Works and Public Utilities through its bureau, the Dirección Nacional de Promoción, in an effort to achieve basic electric power services for lighting and communications, using renewable source technologies (photovoltaic, wind power, biomass and minihydro), which has attracted the interest of new investors.
 The new program is called PERMER (Programa de Energía Renovables en Mercados Eléctricos Rurales). It is implemented by the Subsecretaría de Energía Eléctrica.
A draft law for fostering renewable energy sources is being debated in Congress. It would set the goal of having renewable energy sources contribute 8% of national electrical energy consumption at the end of 2013. Moreover, it would create an investment regime for building renewable-based generation projections and, in this same area, provide a series of benefits that would also affect some existing regimes, such as: (i) tax on profits; (ii) value-added tax; (iii) import duties; and (iv) fiscal stability. A law on wind and solar energy was enacted in 1998.
 This law establishes that the Ministry of Economy and Works and Public Utilities, through the Secretariat of Energy (Secretaría de Energía), shall promote the use of non-conventional or renewable energy. Investments in wind or solar equipment and installations may postpone value-added taxes for 15 years. 
Argentine Armed Forces are also involved in renewable energy activities. Armed Forces support the generation of renewable energy from wind, tide, and more specifically solar energy. The Ministry of Defense is evaluating different scenarios considering renewable energy including tide energy at the Peninsula Valdez. This project has been under study for 50 years.
· Any major energy network or sustainable energy studies available 

· Role of government in energy policy – which departments are involved? 
At the federal level, the Secretariat of Energy
 (Secretaría de Energía) is in charge of the national policy on energy.
 The Secretariat may coordinate its actions with the provinces, supervise their execution and implement regulatory frameworks. The Secretariat of Energy conducts market studies and analysis in order to carry out strategic plans and policies on energy.
· Any government (or government funded) agencies with  a specific role in sustainable energy and/or environmental protection (with an energy role) 

· Any energy planning procedure in place 

Section 4: Energy regulation

· Is there an energy or utility regulator?  When was it established? 
Regulatory oversight of the energy sector (hydrocarbons, fuels, and electric energy) is the responsibility of the Energy Secretariat (Secretaría de Energía). The Energy Secretariat is subordinated to the Ministry of Federal Planning, Public Investments and Services (Ministerio de Planificación Federal, Inversión Pública y Servicios). On the other hand, the electrical system is regulated by the National Electricity Regulatory Agency, (Ente Nacional Regulador de la Electricidad – E.N.R.E.). 
The National Commission of Atomic Energy (Comisión Nacional de Energía Atómica – CNEA) is the institution responsible for the research and development of nuclear energy. The CNEA acts as the Nuclear Regulatory Authority (Autoridad Regulatoria Nuclear - ARN) of nuclear activity.
· Degree of independence of the regulator from government (legal structure, who appoints the regulator and board) 

· Regulatory framework – legislation, duties, powers (any references to environment, sustainable energy )  

· Regulator’s roles – key tasks (e.g. price controls, promoting competition etc) , actions to date, any action/role in the sustainable energy field)

· Role of government departments in energy regulation (both where a regulator exists and where there is no regulator) 

· Have any regulatory barriers to sustainable energy been identified and if so what are they? 
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