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Amazon ecological
reserve, with two and a

half million acres (over Yasuni National

980 thousand hectares)

Park

Located in the
Provinces of Orellana
and Pastaza

Lowland rainforest

Perhaps the area of
greatest biodiversity on
Earth




Declared part of the World
Network of Biosphere
Reserves by UNESCO in 1989

Considered a “Pleistocene
Wildlife Refuge”

Much of the flora and fauna of
the ITT (Ishpingo-Tambococha
Tiputini) area of potential
benefit to Humanity is still
unknown

Yasuni National
Park




The Wealth
of Yasuni

There are almost as many species
of trees and shrubs in just one
hectare of Yasuni as there are
native trees in all of North America
(nearly 680 species)

It is among the locations with the
greatest bird diversity in the world,
holding 44% of the bird species
found in the Amazon region

Yasuni shelters around 40% of all
mammalian species in the Amazon
basin

It has more than 100,000 insect
species per hectare (many of them
new species): the greatest insect
diversity in the world
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Yasuni includes “the Intangible Zone”, with an area of
1.87 million acres (758 thousand hectares) where the

Tagaeri and Taromenani live in voluntary isolation




Policy of
“Indigenous
Peoples in
Voluntary
Isolation”

On April 18, 2007, the government of President Rafael Correa

presented The National Policy of Indigenous Peoples in

Voluntary Isolation to ensure their physical and cultural well-being




The ITT-Yasuni Dilemma




ThreatS 1O Eight oil blocks: 10, 14, 16, 17,

15, 31, ITT (43) and the

Yasu N |, Tiguino Marginal Field

Three roads opened by oill
exploitation projects

High levels of deforestation
and illegal timber extraction in
Yasuni

Colonization related to the oll
industry
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ITT Block

Reserves (proven +
probable): 920 million barrels

This is more than 20% of total
Ecuadorian oil reserves (4.2
billion barrels)

Current heavy crude oil prices:
US$32

Production costs: around
US$12 per barrel

Net profit per barrel: US$20




ITT Block

Average expected production:
100,000 barrels per day

Average annual production: 36
million barrels

Exploitation period: 25 years

Annual revenue: 36 million x
US$20 = US$720 million

These figures only take account

of heavy crude sales, and do
not include upgrading and
distilling processes




By including upgrading and
ITT Block distilling processes, oll

exploitation earnings
Increase considerably

Extraction requires building
a high power thermo-
electric facility, and a heavy

oll upgrading facility to
make the crude
transportable.




OIL AND DEVELOPMENT




The Ol

Age...

Oil exploitation has produced
substantial economic
resources, but also serious
social and environmental
problems

— Nationwide: oil revenues
has strengthened powerful
economic concerns,
hindering redistribution of
wealth to the population at
large

— Locally: “oil” communities,
parishes and cantons are
the poorest in the country

— Huge and growing
environmental liabilities

Paradoxically, Ecuador is a
crude oil exporter, but is
heavily dependent on distillate
Imports




The Ol
Age...

Lack of State presence in the
Amazon region

Regressive public investment in
environmental matters

Shredding of the social fabric in
Amazon provinces: Strikes -
offers — unfulfilled promises -
repression

Endangered cultural heritage:
Ethnocide of indigenous peoples

Endangered natural heritage:
Irreversible damage to water
sources, destruction of
biodiversity




The Oll Age...

Since the first oil well started production in the “oriente”
regopm (Lago Agrio 1, March 1967), more than 4 billion

barrels of crude oil have been extracted, amounting to
more than US$80 billion in revenue ... Where's the
money?




The
Abundance
Paradox

Distortion of economic
structures and of
allocation of the
country’s financial
resources

Regressive
redistribution of
national income and
concentration of wealth

Growing decline of
democratic stability

Increasing and
uncontrolled impact on
the environment




Pathological
Impacts
of Abundance

Declining terms of
exchange, price
volatility and
Impoverishing growth

‘Dutch disease’

Weakened productive
linkage

Rentism, voraciousness
and authoritarianism

Environmental and
community impacts




“Governments of natural-resource rich economies

tend to assure revenues by extracting them; those

who live in nations poor in natural resources do it
by promoting the creation of wealth.”

Robert Bates (2001)




ECUADOR’S PROPOSAL




Keep the Crude Oil Underground

This is an ethical and political proposal by a nation
that respects human dignity and the Earth’s
biodiversity, and joins in world efforts to combat

global warming

We propose a new development approach
to open the way towards a post-oll

economy




Ecuador will forego
exploitation, and thus
the revenue from the
ITT block.

Shared N |
. In recognition of this
Responsibility considered sacrifice,
the international
community will
compensate Ecuador
for at least 50% of its
unreceived revenues.

To compute the

resources foregone, the
Net Present Value must
be obtained by applying
a suitable discount rate.




Components of the
Model investment discount rate:

Hypothesis

— International prime
Interest rate: 5%

— Country risk: 6
percentage points

— Oll industry risk: 1.5
percentage points
(computed by risk
assessors)

— Total: 12.5%

Production becomes
significant starting in the
fifth year.




Model
Hypothesis

Maximum probable reserves
are assumed.

US$20 in profit per barrel
and a stable price per barrel
are presumed.

In this scenario, the
government puts up the
crude oil. The investment is
made by the company.

Revenue share i1s 50% for
the State of Ecuador.




Preliminary
Model
Results

Without factoring the country
risk or the socio-
environmental externalities
Into the discount rate, the Net
Present Value of the ITT block
to Ecuador comes to US$3.5
billion.

In such a case, international
compensation should be on
the order of US$1.75 hillion
(50% of ITT revenues at
present value).




Preliminary
Model
Results

This is still a preliminary
referential value.

The Iinternational
compensation amount
changes if other elements
are included, such as:

- Country risk

- Environmental
externalities

- Benefits deriving from oill
distilling

- Alternative scenarios for
State participation, etc.




This Proposal
Seeks to:

Develop a service and
value added economy

Develop alternative
energy sources, such as
hydroelectricity

|dentify opportunities for
cooperation with other
nations and international
organizations

Place the foundations for
a fair and equitable
society in political, ethical
and sustainable terms




A Conservation Fund

International compensation could come from:

Foreign debt cancellation and trade off: multilateral (IADB,
World Bank), bilateral, Paris Club

Government to government donations
Voluntary contributions from civil society

Financial contributions from NGOs, international conservation
and human rights networks

International market placement of unexploited crude oil
certificates




This proposal is in line with the Government’s

Interest in promoting an alternative to oil- and
extractive industry-dependent development.




The
Consevation
Opportunity

According to some estimates,
the direct and indirect benefits
of ecological functions to
humanity may represent US$33
trillion per year. This amount
exceeds the aggregate annual
GNP of all the world’s nations,
which has been calculated at
US$18 trillion per year.




Impacts
Avoided

Direct impacts:

Release of greenhouse gases,
water pollution and loss of
biodiversity

Indirect impacts:

Colonization,

expansion of road networks and
increased deforestation

These impacts represent direct and
indirect costs pertaining to the loss of
some environmental functions, such as
timber production, ecotourism, carbon
sequestration, preservation of water basins
and prevention of soil erosion.




— Impact on the water
cycle, with grave

Other Risks consequences for

human consumption

to Consider

— Reduction of Yasuni
river flow rates could
hinder the development
of a new energy model
to promote efficient
hydroelectric power







ECUADOR: AN ENVIRONMENTAL POWER




Climatic
Change and

the QI
Economy

Global warming is due,
among other things, to more
than 750 billion tons of
greenhouse gases in the
atmosphere, the highest
levels in 200,000 years — and
another 6 billion tons are
added each year.

The main greenhouse gas is
carbon dioxide, whose
primary source is the burning
of fossil fuels.




Prevented Emissions

We have 900 million barrels of crude oil in the ITT block.
Each barrel represents around 440 kg of CO,, equal to

120 kg of carbon. Therefore, prevented emissions
amount to 108 million tons of carbon.




Carbon reduction costs
worldwide are between US$20
and US$50 per ton of carbon. If
we take a conservative figure of
US$40 per ton of carbon, the
total cost of reduction would
come to US$4.32 billion.

In other words, the cost to the
world of ITT exploitation would
be greater than the benefits to
be received by Ecuador...




Yasuni Depends on You.....

ITT oll reserves amount to no more than 12 days of
global crude oil consumption.

On the other hand, the success of this initiative could
mean the beginning of a new post-petroleum era.




