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| would like to thank you Mr. Chairman and ranking member Sires for giving me
the opportunity to underscore South America’s energy potential and its
contribution to a broader regional energy integration within the Western

Hemisphere.

My oral comments will be summarizing my written statement.

Oil Resources

The Western Hemisphere holds approximately 35 percent of the world’s proven
oil reserves, 49 percent of the world’s undiscovered conventional oil resources

and 38 percent of the world’s technically recoverable shale oil resources. (USGS)

Natural Gas Resources

The Middle East and Russia are the world’s largest holders of proven natural gas

reserves with approximately 73% of total share. (EIA)

Not as large; but very important and strategic within the regional context are the
Western Hemisphere’s natural gas reserves representing 10 percent of the
world’s proven natural gas reserves and 42 percent of the world’s technically

recoverable natural gas shale resources. (USGS)

It is the ability to produce and monetize these natural gas reserves that gives the
Western Hemisphere a competitive advantage by being the second largest natural
gas producing region in the world; as its Liquefied Natural Gas LNG trade

demonstrates. (EIA)
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The Main Actors

Crude oil and natural gas resources abound in South America; Venezuela, Guyana,
and Trinidad and Tobago in Northern South America Caribbean region; Colombia,
Peru, Bolivia, and Ecuador within the Andean community; Argentina and Uruguay

in the Southern Cone and Brazil.

Challenge

The challenge in Latin America Mr. Chairman is not the lack of oil and natural gas
resources but the host countries onerous contractual and fiscal terms and
conditions, regulatory environment and the lack of political stability and
continuity that international oil companies need in order to invest and sustainably

monetize and commercialize those resources.

A good example is Venezuela, the world’s largest holder of oil reserves surpassing
those of Saudi Arabia; but who is unable to develop its potential as its production

has declined from a high of over 3.0 mmbd to less than 2.0 mmbd. (OPEC)

It is also important to highlight that these oil and natural gas resources are
concentrated in unconventional deposits and frontier areas making its sustainable
and economical extraction challenging as advance technology, high capital

requirements and operational knowhow are critical for their development.
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Renewables
The region’s energy potential is not only in hydrocarbons as more than a quarter
of primary energy in Latin America today comes from renewables, mainly from

hydropower and biofuels.

However all countries in the region are developing other renewable energy

sources, such as wind, solar and biomass-based electricity.

Brazil, Chile and Mexico ranked amongst the top ten global renewable energy

markets in terms of investment in 2015.

The United States, Brazil and Argentina produce today about 73% of world’s

production of Biofuels. (ENI)

Western Hemisphere Energy Integration

| would like to address Mr. Chairman the importance of regional energy

integration as the cornerstone to the Energy Security of the United Sates.

Please note that | avoid mentioning the idealized concept of Energy
Independence since | am deeply concerned that the use of the term would lead us
to a state of complacency which would prevent us from recognizing external

threats and risks to our Energy Security, a much broader and strategic concept.

The United States needs to support the building of infrastructure and logistic

assets which would allow us to monetize and commercialize the Western
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Hemisphere’s crude oil, natural gas, refined products and electric power

potential.

We should look at the Western Hemisphere as an integrated, interdependent
and self-sufficient energy market which would provide the United States
uninterrupted performance of our energy infrastructure and the ability to react

quickly to changes in supply-demand disruptions.

Despite a 70% increase in domestic crude oil production since 2008 the United
States still imports 49% of the crude oil it refines. Canada and Mexico constitute
approximately half of all US imports with an additional 18 percent coming from

South America. (EIA)

In 2016 the United States exported over 5.0 mmbd of crude oil and refined

products of which nearly 50 percent were destined to Latin America. (EIA)

The U.S. largest fuel customer in the region is Mexico with approximately 33% of
total U.S. refined product exports to Latin America; followed by Brazil, Colombia

and Ecuador. (EIA)
This new regional trade pattern is expected to continue since declining refining

capacity in Latin America makes it unable to meet its growing demand for clean

transportation fuels.
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U.S. Gulf Coast refineries, operating at 90 percent of utilization, have become the

de-facto oil refining center for Latin America. (EIA)

Venezuela-Cuba

Mr. Chairman | would like to briefly address the current situation in Venezuela as |
believe that U.S. imports of Venezuelan crude oil and the operations of its U.S.
refining subsidiary CITGO could be threatened by external and internal events as a

result of the political and economic crisis that Venezuela faces today.

The U.S government should be ready with contingency plans on possible short
term alternatives on how to replace Venezuelan imports until the free market find

its own solutions just like it did during the 2003 Venezuelan oil strike.

Also a casualty from the possible collapse of the Venezuelan government is Cuba

who depends on Venezuela to meet its oil imports.

The Island already is beginning to identify and diversify its oil supply sources and it
seems that Russia could play the same supplier role as it did during the cold war

period.

The result for Cuba could very well be a second “special period”, however the
economic impact would not be as dire as in 1991-1992; but this time social unrest

in our opinion could pose a risk to the political stability of the country.

Thank you very much Mr. Chairman and members of the Subcommittee; | look

forward to answering any questions that you might have.
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