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COMMENTS - CASE STUDY — BRAZIL

Conclusion - Case Study Report

1 — Regqulation:

Specific gas law and of related regulation.
Restructuring the power generation sector.

Comments :

v" Brazil has suitable regulation for E&P.

v" 3 different gas law proposals are currently in disc ussion at the Congress , probably will
be defined new rules for gas transportation and ope n access, whi ch would allow more
trusted rules for the investors with positive refle X in the whol e gas chain.

v" The current rules on gas utilization for power gen eration had r ecent development by
establishing competition with other thermal alterna tives. Itis really hard to have a country
model based on about 85% depending on hydro electri  city sources, rain precipitation and
reservoir storage.

v'  State Regulations — LDC's demands for increasing regulation and improvement o f
concession contracts in order to prompt the develop ment of distr ibution, with clear
targets and investment.

v" S&o Paulo State has demonstrated a great developmen t and expansi on in consequence of
reliable regulatory rules and privatization of gas distribution concessions.

v" ABAR Efforts - Brazilian Association of Regulatory Agencies is pub licizing goo d
regulatory practices and training regulatory agent s, looking fo r harmonizing Federal and
State regulations. )
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COMMENTS — CASE STUDY - BRAZIL

Conclusion — Case Study Report R i

2 — Brazil, the largest economy of South America:

- Hydroelectricity is constraining the development of gas-fired power plants.
- Oil products are priced competitively for user by t he industrial , commercial and
residential.

e Petrobras paid more attentionto “oil™ activities rather thanto “gas”.

Comments :
v The gas utilization in Brazil is very limited, with focus mainly on
Industries and vehicles.
v" The gas use for electricity production must have an economical basi S
and contribute to the system reliability, consideri ng that hydro electric

power generation is a justified priority.

v" Gas and oil products need a framework of pricing ru les, allowing
competition and prices adjustments in a predictable environment.

v Petrobras is currently redirecting its efforts to the develop ment of gas
sector .
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COMMENTS — CASE STUDY — BRAZIL

.} “‘EJ%C?:_'
Conclusion - Case Study Report
3 - Supply and Demand:
- Supply — Bolivia, Argentina and others.
- Adequate contracts.
- Infrastructure to reach the market - transport and distribution.

Comments :

v" Supply expansion constraints of Bolivian gas, due t o Statute of
Nationalization. Investments constraints and high g as prices can reduce gas
competition.

v Argentina supply expansion constraints, due to low investments, gas reserve
reductions and internal political prices; which res ults in produ ct
unavailability.

v" Development of “Domestic Gas ", mainly for Espirito Santo State and Santos
Basin, expecting an adequate supply after 2010. Cri  tical period of 2007-2010
with difficulty to attend the demand and necessity to de velop an inte rruptible
market based on thermal power generation. LNG is an alternative option.

v" Necessity of significant investments in transportation and distribution, to
reach potential markets, with adequate changestor  egulatory fra mework.
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COMMENTS - CASE STUDY — BRAZIL

Conclusion - Case Study Report

4 — Development gas infrastructure:
- Governments in each country need establish clear ru les and regul ations.

- Integration of the regulatory systems between count ries. Supply - Bolivia, Argentina and
others.
Comments :

v" It is observed that great constraints exist to regu latory integr ation and
clear rules definition for each country. The regula tory agencies are
meeting severe budget constraints .

Conclusion - Case Study Report

5 — Prices affordable x retributive of operational and investments for the whole gas chain.
Comments :

v" The key issue for an accelerated and harmonic devel  opment.
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