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In 2012, Ecuador was the only Latin American country in
the Organization of the Petroleum Exporting countries (OPEC)
besides the oil-rich nation of Venezuela. Ecuador maintained
its position as the fifth ranked petroleum producer in Central
America and South America, and the country’s refinery products
output generally increased compared with that of 2011. In
October 2012, Ecuador was at the forefront of international
investment law when a tribunal of the International Centre
for Settlement of Investment Disputes (ICSID), which is an
autonomous international institution established under the
Convention on the Settlement of Investment Disputes between
States and Nationals of Other States, ruled that Ecuador had
breached the United States-Ecuador bilateral investment treaty
(BIT) by terminating a participation contract that it had with
Occidental Petroleum Corp. of the United States. The ICSID
awarded Occidental damages of $1.77 billion, which was
considered outstanding not only because it was the largest sum
of damages issued by an ICSID tribunal but because it addressed
such frontline issues as the concept of proportionality, the
assessment of damages, and the magnitude of power retained
by the ICSID (International Centre for Settlement of Investment
Disputes, 2014).

Ecuador was not a globally significant producer of other
mineral commodities, despite having deposits of base and
precious metals and numerous metals exploration projects. Gold
had been produced in the country intermittently by international
junior mining companies, as well as by state mining companies
and informal and small-scale miners. Informal mining in
Ecuador began to increase towards the end of the 1970s after
the bankruptcy of state-owned mining company Compaiiia
Industrial Minera Asociada, which had exploited gold in the
Portovelo Zaruma area, and the subsequent dissolution of the
state mining agency. The informal ventures were initiated
principally by former employees of Compaiiia Industrial Minera
Asociade and were sometimes funded by speculators who
financed equipment and supplies. Through the 1980s, informal
mining collectives were organized as new mining districts
emerged in the Amazon region and in the southwest of the
country, primarily in response to increasing gold prices and to
a crisis in the agricultural sector. The collectives operated with
little technical or scientific expertise but were important in the
transition toward legal mining concessions and negotiations
between mining companies and the Government (Sandoval,
2001; Garcia, 2012).

Minerals in the National Economy

In 2012, provisional data from the Central Bank of Ecuador
indicated that the value contributed to the gross domestic
product (GDP) from the production of natural gas, petroleum,
and related services increased by 1.3% compared with that of
2011 to about $6.1 billion, which accounted for about 9.9% of
the GDP (compared with 9.7% in 2011). The exploitation of
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mines and quarries, the fabrication of unspecified nonmetallic
mineral products, and fabrication of base-metal products

and products derived from metal accounted for 1.3% of the
GDP. The value of mineral exports in 2012 was a revised

$13.2 billion, which accounted for 55% of total exports,
compared with a revised $12 billion (or 54% of total exports)

in 2011. Imports of mineral products were reported to have
accounted for 32% of total imports, or $8 billion, compared with a
revised $7.8 billion in 2011 (Banco Central del Ecuador, 2013).

Government Policies and Programs

Ecuador’s current mining law, the Mining Law [Ley de
Mineria], was issued in 2009. The mining law places no limits
on the number of mining concessions that an entity can hold;
the concessions had renewable 25-year term limits, and concise
timelines were required to be followed for project exploration
and development. The Mining Law distinguishes between
large-scale and small-scale mining operations. Operations
producing less than 300 metric tons per day of mined material
on an individual concession are categorized as small-scale
and are required to pay a fixed royalty of 3%. Large-scale
operations are required to enter into an exploitation contract
with the Government that sets out specific terms and conditions
of the particular operation, including the royalty (which is not
to be less than 5%) and the application of a windfall tax. Two
new agencies were formed as a result of a reorganization of the
mineral sector in 2009—the Ministry of Nonrenewable Natural
Resources (MRNR) and the Agency for Regulation and Control
of Mining (ARCOM). The two agencies were created to manage
the nonfuel mineral, natural gas, and petroleum resources of the
state (Dynasty Metals & Mining Inc., 2011, p. 1-2; 2012).

The mining law that went into effect in 1991 (Law 126) had
incorporated the concepts of state ownership of mines and
deposits and Government regulation of mining activities. Those
policies and subsequent reforms continued to be developed
into the 2000s. By 2008, the administration had put in place a
moratorium on metals mining, revoked thousands of concessions
that had been held by speculators, rewrote the country’s
Constitution and Mining Law, and reorganized the administrative
agencies of the mineral sector. Those major changes had the
effect of decreasing the foreign direct investment in the mineral
sector significantly as the reforms included the threat of large
windfall profit taxes and a nonexistent ceiling on mining
royalties. In 2012, the country was developing further mining
policy reforms in order to establish agreements with foreign
mining companies (Garcia, 2012).

Until 1993, Ecuador’s hydrocarbon law had allowed for the
establishment of service contracts between the state petroleum
company Empresa Estatal Petroleos del Ecuador (Petroecuador)
and international petroleum companies. Occidental Petroleum
Corp. had established service contracts with Petroecuador
in the 1980s, but in 1993, the Government of Ecuador
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amended the hydrocarbons law to allow for parties to enter
into production-sharing contracts. After lengthy negotiations,
Occidental entered into a production-sharing contract with
Petroecuador to explore and exploit hydrocarbons in the
country. In 2000, however, Occidental sought to finance the
expansion of its operations in Ecuador at the same time that
Alberta Energy Corp. Ltd. of Canada (AEC) was looking to
invest in the country. In October 2000, AEC and Occidental
entered into a farmout agreement whereby Alberta acquired a
40% economic interest in an oil block in the Amazon region.
The transfer of interest, however, was a potential violation of
the production-sharing contract, as well as the provision in
Ecuador’s law that required such changes to have ministerial
approval. On May 16, 2006, the Government terminated its
participation contract with Occidental by decree (the Caducidad
Decree) and seized all Occidental’s property in its offices in
Quito and in the oilfields in Block 15. Occidental filed for
arbitration 2 days later (International Centre for Settlement of
Investment Disputes, 2014).

In 2012, the decision by the ICSID held that the farmout
agreement between Occidental and AEC was in violation of
Ecuadorian law as it had not been approved by the Government
of Ecuador. The ICSID also ruled, however, that the termination
of the participation contract was a disproportionate response
to Occidental’s rights under the farmout agreement, that the
Caducidad Decree was in violation of Ecuadorian law (which
recognizes the proportionality principle) and was a breach of
the BIT and customary international law, and that Ecuador’s
measures were “tantamount to expropriation.” Consequently
the ICSID awarded Occidental $1.77 billion in damages.

The Government of Ecuador immediately filed a request for
annulment of the $1.77 billion award. The ICSID tribunal was
composed of its President and two arbitrators, one of whom
held a dissenting opinion (International Centre for Settlement of
Investment Disputes, 2014).

Production

Data on mineral production are in table 1.
Structure of the Mineral Industry

Table 2 is a list of major mineral industry facilities.
Mineral Trade

In 2012, Ecuador exported about 129 million barrels (Mbbl)
of crude petroleum compared with a revised 122 Mbbl in 2011.
The total amount of petroleum derivatives products that were
exported was about 10 Mbbl compared with a revised 11.5 Mbbl
in 2011; the products were composed primarily of residual
fuel oil and low-octane combustibles, About 14,593 metric
tons (t) of gold and silver concentrates, 7,304 t of lead and
copper concentrates, and 35,694 t of other unspecified minerals
were exported compared with 10,598 t, 5,493 t, and 16,000 t,
respectively, in 2011. The country imported about 6.7 million
metric tons (Mt) of unspecified mineral products; 1.3 Mt of
unspecified base-metal products and manufactured base-metal
products; 461,600 t of asbestos, cement, ceramic products, glass
and glass products, mica, and stone products; and about 1,600 t
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of natural and (or) cultivated pearls, precious and semiprecious
gemstones, precious metals, and precious-metal products. In
terms of the value of all exports from Ecuador, the United States
was Ecuador’s leading trade partner followed by Peru and Chile
(Banco Central del Ecuador, 2013).

Commodity Review

Metals

Gold.—In 2012, Dynasty Metals and Mining Inc. of Canada
held direct ownership of four projects in Ecuador. Dynasty
was the sole owner of the Dynasty Goldfield porphyry sulfide
project, which was in the reserves development stage; the sole
owner of the Jerusalem feasibility-stage sulfide project, which
was on hold; the sole owner of the Zaruma vein (lode) sulfide
mine, which was in limited production; and a 50% owner in the
Macara skarn deposit project, which was an exploration-stage
project. The company sold about 510 kilograms (kg) of gold
and about 1,050 kg of silver compared with 600 kg of gold and
2,000 kg of silver in 2011. In 2011, the company had announced
construction of a gravity concentration circuit at Zaruma
to enable more efficient processing of higher grade coarse
gold-bearing ore. The circuit was expected to be operational
in mid-2012, but as of yearend 2012, the operation had not
reached full production. The installed capacity of the plant was
about 800,000 metric tons per year (t/yr), and the target for the
first steady-state production level was 300,000 t/yr. The total
estimated resources for the Zaruma property included about
44,000 kg (reported as 1.4 million troy ounces) of gold (Dynasty
Metals & Mining Inc., 2011, p. 3—4; 2012; SNL Metals
Economics Group, 2013).

Mineral Fuels and Related Materials

Natural Gas.—In 2012, Ecuador’s natural gas reserve
estimate was 6 billion cubic meters. Natural gas reserve
estimates had been steadily decreasing since 1990 when
reserves were estimated to be 111 billion cubic meters and
decreased significantly in 1999 to 29 billion cubic meters.

By 2007, the estimate had decreased to 8 billion cubic meters.
Marketed production of natural gas (which includes gross
withdrawals from reservoirs less the quantities used for reservoir
repressuring and the quantities vented or flared) was 571 million
cubic meters in 2012 compared with 241 million cubic meters in
2011 (Organization of the Petroleum Exporting Countries, 2013,
p. 11, 33).

Petroleum.—In 2012, Ecuador produced about 184.3 Mbbl
of petroleum, which accounted for just 0.7% of the world’s total
production for the year and was a 0.8% decrease compared with
production in 2011. In 2012, the state’s crude oil output reached
133.7 Mbbl, and private companies produced 50.7 Mbbl.
Ecuador’s crude oil reserve was 8.2 billion barrels (Gbbl)
in 2012 compared with 7.2 Gbbl in 2011. Petroleum reserve
estimates had been steadily increasing since 1990 when it was
1.4 Gbbl, with a significant increase in 1992 to 3.2 Gbbl. The
total net volume of crude oil transported through the pipelines
was 177.4 Mbbl. About 129 Mbbl of the crude was transported
by the Sistema Oleducto Trans-Ecuatoriano (Trans-Ecuadorian
Oil Pipeline System, or SOTE), which was 97.9% of the total
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capacity of the pipeline. The SOTE was a 500-kilometer (km)
upgraded light crude pipeline that ran from the Lago Agrio
oilfield in northeastern Ecuador to the port city of Esmeraldas.
The Oleoducto de Crudos Pesados (Heavy Crude Pipeline,

or OCP) carried 48.4 Mbbl, or 29.4% of the capacity of that
pipeline. The OCP was a 450,000-barrel-per-day (bbl/d)-
capacity, 483-km-long heavy crude pipeline that ran from the
Amazon region to the Port of Balao. It had been in operation
since 2003 and was used by international companies (Banco
Central del Ecuador, 2013; BP p.l.c., 2013).

Refinery Products.—The production volume of refinery
products in 2012 was about 71.6 Mbbl compared with a revised
72.6 Mbbl in 2011. Refinery capacity in Ecuador was about
188,400 bbl/d (Banco Central del Ecuador, 2014; Organization
of the Petroleum Exporting Countries, 2013, p. 38).

Outlook

Ecuador’s GDP growth is expected to increase at least slightly
relative to that of 2012. By the end of the second quarter of
2013, the GDP growth rate had decreased by 0.1% compared
with the same period in 2012 and by 1.2% compared with the
previous quarter. The value contributed to the GDP from the
petroleum sector had rebounded from negative growth rates in
late 2012 and early 2013 to positive values in the second quarter
of 2013. As a result, mining and petroleum activities combined
(not including refinery operations) performed marginally better
than all other economic activities in the second quarter of 2013.
The value contributed to the GDP from mining and petroleum
in the second quarter of 2013 increased by 4.1% compared with
the first quarter of 2013 and by 4.7% compared with the second
quarter of 2012. For the year, the value derived from the mineral
industry of Ecuador is expected to remain about the same in
2013 as in 2012. Growth in the construction industry is expected
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to contribute to increased production of construction materials
and some industrial minerals. The construction sector GDP
registered an averaged 1.2% increase in the first two quarters
of 2013. Negotiations between the Government of Ecuador
and foreign mining industry investors regarding mining policy
reforms were expected to continue well into 2013.
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TABLE 1
ECUADOR: PRODUCTION OF MINERAL COMMODITIES"?

(Metric tons unless otherwise specified)

Commodity 2008 2009 2010 2011 2012°
METALS
Gold, mine output, Au content kilograms 4,133 5,392 4,593 4,149 4,000
Silver, mine output, Ag content do. 305 116 1,169 1,398 1,100
Steel, crude, continuously cast, electric furnace 128,000 259,000 372,000 525,000 536,000 3
INDUSTRIAL MINERALS

Carbon dioxide (CO,) kilograms 2251 183 126 512 500
Cement, hydraulic thousand metric tons 5,493 5,310 " 5,280 " 5,700 * 6,025 °
Clays, unspecified 5,104 1,306 1,456 1,511 1,500
Feldspar 86,889 111,985 156,888 83,481 85,000
Limestone thousand metric tons 5,366 4,957 3,862 4,638 4,500
Pozzolan 901,379 884,774 640,620 NA NA
Pumice 137,141 44,171 100,000 © 100,000 © 100,000
Sand 32,027 6,190 5,568 27,061 30,000

MINERAL FUELS AND RELATED MATERIALS
Gas, natural:

Gross million cubic meters 1,200 1,200 1,275 1,300 1,300
Of which, marketable do. 680 600 600 600 600
Liquefied natural gas® thousand 42-gallon barrels 300 300 300 300 2673
Petroleum:’
Crude do. 184,780 177,620 177,374 185,800 184,315
Refinery products:4
Diesel fuel do. 12,339 ° 13,185 ° 11,064 " 15,630 " 12,215
Distillate fuel oil’ do. 8,862 " 8,595 " 8,472 " 9,918 " 9,048
Residual fuel oil® do. 13,252 ° 10,159 * 9,447 " 10,754 * 8,238
Gasoline’ do. 13,308 © 14,190 * 12,486 " 15,416 " 17,133
Gasoline” do. 4,065 " 4,396 " 4,704 * 4875 " 5,638
Liquefied petroleum gas do. 2,073 " 3,036 " 2,004 " 3,046 " 2,674
Other’ do. 13,628 * 26,425 " 12,954 " 13,002 " 16,704
Total do. 67,527 " 79,985 " 61,132 " 72,639 " 71,649

“Estimated; estimated data are rounded to no more than three significant digits; may not add to totals shown. 'Revised. do. Ditto. NA Not available.
'Table includes data available through January 21, 2014.

’In addition to the commodities listed, some additional construction materials are produced or traded, including copper, kaolin, lead, marble,
sand and gravel, and sulfur, but available information is inadequate to make reliable estimates of output.

3Repor‘ted figure.

*Data for refinery products was revised from monthly production totals as published by the Banco Central de Ecuador.

5Repor‘ted as Fuel Oil #4.

6Repor‘ted as Fuel Oil #6.

"Octane rating 87.

¥Octane rating 92.

9Reﬁnery products may include asphalt, jet fuel, turpentine, and solvents.
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TABLE 2

ECUADOR: STRUCTURE OF THE MINERAL INDUSTRY IN 2011

(Thousand metric tons unless otherwise specified)

Major operating companies Annual
Commodity and major equity owners Location of main facilities capacity®
Cement Holcim Ecuador S.A. (Holcim Ltd., 92.1%, and Cerro Blanco plant, Guayaquil, Guayas Province, 5,500
other private, 7.9%) and San Rafael grinding plant, Latacunga,
Cotopaxi Province
Do. Cementos Selva Alegre S.A. (Lafarge S.A., 98.6%, Cement plant near capital city of Quito, 1,600
and other private, 1.8%) Pichincha Province
Gold Dynasty Metals and Mining Inc., 100% Zaruma gold mine in El Oro Province 800
Petroleum:
Crude thousand  Petroproduccion S.A. [Empresa Publica de About 26 active fields, led by Sacha, Sucumbios 127,700
42-gallon barrels Hidrocarburos del Ecuador (EP Petroecuador) Province, and Shushufindi, Napo Province
(Government, 100%)]
Refinery products do. Empresa Publica de Hidrocarburos del Esmeraldas refinery, Esmaraldas Province 40,200
Ecuador (EP Petroecuador) (Government, 100%)
Do. do. do. Libertad refinery, Guayas Province 16,800
Do. do. do. Amazonas refinery and gas plant, Napo Province 7,300
Do. do. do. Lago Agrio refinery, Sucumbios Province 375
°Estimated; estimated data are rounded to no more than three significant digits. Do., do. Ditto.
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