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    This book presents the ability to bring together a single work of scientific articles from the best minds of the Institute of Environment and Energy of the University of São Paulo to analyze the legal, regulatory, and technical architecture of the natural gas exploration chain in Brazil. The theme is current and relevant, considering that global conflicts are relevant to the energy issue and access to means of energy generation.




    Also, with the change of the Brazilian regulatory framework for the gas market, to promote its deconcentration and facilitate the entry of new entrants, knowledge of the current rules is of paramount importance for scholars on the subject. The deconcentration of the market will result in increased competitiveness and investment by the private sector in the gas sector, resulting in a reduction in fuel prices. Hope the readers enjoy it!




    The RCGI aims to be a world-class Centre for advanced studies with a focus on innovation towards sustainability and mitigation of greenhouse gas emissions. The Centre complements Fapesp’s experiences in supporting high-level scientific research and technology development towards these fields.




    It aims to establish a world-class Centre with research investigations, innovation and diffusion of knowledge to contribute worldwide with solutions for the great challenge humankind is facing in the 21st Century: Climate Change. In this venture, the Centre has five distinct, but complementary, research Programmes: Nature Based Solutions (NBS), Carbon Capture and Utilisation (CCU), Bioenergy Carbon Capture and Storage (BECCS), Greenhouse Gas (GHG) and Advocacy.




    The integration of these five themes and all knowledge and innovation generated in such Centre will directly support Brazil to achieve the Nationally Determined Contributions (NDCs) through Research & Innovation.




    The RCGI is grateful to the generous support of the founder sponsors: FAPESP and Shell.
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    PRESENTATION




    The present book showed the ability to bring together a single work of scientific articles from the best minds of the Institute of Environment and Energy of the University of São Paulo to analyze the legal, regulatory, and technical architecture of the natural gas exploration chain in Brazil. The theme is current and relevant, considering that global conflicts are relevant to the energy issue and access to means of energy generation.




    Also, with the change of the Brazilian regulatory framework for the gas market, to promote its deconcentration and facilitate the entry of new entrants, knowledge of the current rules is of paramount importance for scholars on the subject. According to many scholars, the deconcentration of the market will result in increased competitiveness and investment by the private sector in the gas sector, resulting in a reduction in fuel prices. The reduction of Petrobras’ presence in the Brazilian market is seen as an obstacle to investment in the internalization of the gas pipeline network in Brazilian territory, which is necessary for expanding access to fuel in the country.




    The book is organized into eight chapters. Chapter 1 seeks to describe and analyze the evolution of the Gas to Grow Initiative, culminating in the enactment of Law n. 14,134 of 2021, which deals with the new regulatory framework for the sector. Chapter 2 analyzes the foundations that gave rise to institutional and legal improvements for developing the Brazilian gas market. Chapter 3 makes a historical and analytical analysis of the changes present in the regulation of American and Brazilian industries in the last decade. Chapter 4 aims to study the effects of the natural gas distribution and transport model within the limits of state action.




    Chapter 5, on the other hand, seeks to describe and compare the main aspects of regulating the distribution and commercialization of natural gas, pointing out similarities between the models adopted by the United States, the European Union, and Argentina. Chapter 6 compared electric power and piped natural gas by focusing on the trade segment. Chapter 7 brings an overview of general aspects regarding environmental licensing for natural gas exploration and production, introducing controversial matters that have emerged in the last years due to the Brazilian regulation model and advancements in understanding the man/nature relationship.




    Finally, Chapter 8 analyzes the legal viewpoints and the current relevance of non-conventional gas exploration in Brazil.




    The search for new solutions for accessing energy in more sustainable ways and less impact on the environment must be the objective of all participants in the global energy market. According to the Intergovernmental Panel on Climate Change – IPCC, a United Nations organization, emissions related to burning fossil fuels in energy generation are the leading cause of global warming and the climate crisis. Thus, natural gas presents itself as a transition fuel for cleaner energy generation sources.




    A result of the scenario presented in this Book ‘Natural Gas Legal Framework in Brazil’ contributes to more in-depth and scarce knowledge about natural gas in the Brazilian regulatory environment, helping and promoting the debate on the issue with the scope of improving regulatory models in force in the country.




    Hirdan Katarina de Medeiros Costa
Silvia Andrea Cupertino 
Edmilson Moutinho dos Santos


  




  

    CHAPTER 1




    Brazilian Natural Gas Market I: 
History of Gas to Grow Initiative




    Silvia A. Curpetino




    Hirdan Katarina de Medeiros Costa




    Eduardo Guedes Pereira




    Abstract: The aim of this chapter is to describe and to analyze the evolution of Gas to Grow Initiative into the New gas law (Law nº 14.134, in April 8th of 2021). In order to do so, the content of each one of the reports presented by the Ministry of Mines and Energy were analyzed during Public Hearing dated back to late 2016. Results of the analysis carried out in this chapter have shown that the regulatory propositions by this initiative bring crucial advancements that are on the hands of the future agenda of the government and of the dynamics of the gas market itself, which remains quite linked to one single supply agent.




    Keywords: Oil Law and Gas Law, Brazilian gas industry, comparative analysis, regulatory background, Gas to Grow Initiative.




    1. INTRODUCTION




    The oil exploration activity was launched as monopoly of the federal government based on Law n. 2.004/53, which only excluded the distribution activity (downstream), but it was made constitutional in the 1967 Federal Constitution, given the changes issued through Constitutional Amendment (CE) n. 01/69. There was no expressed information 
about natural gas, but it was seen as implicitly covered by the constitutional standard. However, such a standardization was only expressed in the 1988 Federal Constitution, which mentions the activities linked to the natural 
gas chain1.




    Back in 1995 and 1998, the political-economic guideline was changed and four important standards were issued. They changed the natural gas profile in Brazil: (i) Constitutional Amendment n. 5 (accountable for the concession of the gas utility); (ii) Constitutional Amendment n. 9 (accountable for removing the constitutional barrier to the concession to the private sector); (iii) creation of the National Energy Policy (accountable for creating the bases of the oil industry legal framework); (iv) the Executive Order decree n. 2.455 (accountable for ANP structuring).




    Constitutional Amendment n. 5 changed paragraph 2 of article 25 in order to give to the Federative States the right of concede gas utility services to the private sector instead of only the direct exploration, based on law – but the edition of Provisory Measures to regulate this law was forbidden. Before that, such an exploration would be on the hands of state companies that would have the exclusivity of distribution rights.




    Constitutional Amendment n. 9 changed article 177 in order to make it possible the search and mining of mineral resources to companies based on the Brazilian laws that have their managerial offices located in Brazil – it was only authorized to Brazilian companies. Yet, it created the legal need to ensure oil derivatives’ supply countrywide, as well as the hiring and structural conditions, and competences of the organ regulating the Federal Monopoly.




    Law n. 9.478/1997, known as Oil Law, addressed the national energy policy, activities related to oil monopoly, and created the National Energy Policy Council and the National Oil, Natural Gas and Biofuel Agency (ANP). The standard sets the energy policy aims as the increase in natural gas using through economic bases. It was done to achieve free competition and to attract investments in energy production and in broadening Brazil’s competition in the international market.




    As an evolution to gas sector, the Gas Law – Law n. 11.909/2009 – was an attempt to boost the gas transport market by a specific legislation. Such a law sets standards for the exploration of natural gas transport economic activities through pipelines, and import or export, as well as for the exploration of its treatment, processing, storage, liquefaction, regasification and trade activities. As another attempt in the Evolution of this field, the governmental program named “Gas to Grow” was launched in order to boost the gas market development. It aims at identifying bottlenecks, challenges and opportunities for the effective introduction of natural gas in state planning and to promote the emergence of a diversified and competitive market.




    As a result, it was published the Law n 14.134, in April 8th of 2021 to reduce prices in the sector and attract more investor to the country, as reduce prices to final consumers. Some changes can be considered important to the sector such as the regime to contract (authorization regime); new tariff rule; third party access to pipeline, natural gas treatment and processing units and Liquefied Natural Gas (LNG) terminals, among others.




    It is possible observing that, nowadays, the Brazilian natural gas chain is regulated by two different jurisdictions, namely: the federal and the state ones. The Federal Government accounts for all policies and regulations concerning the upstream2 and midstream3 activities, whereas state governments inspect the downstream4 activities and approve prices for the final consumer5.




    At municipal level, the Constitution gives counties the competence of regulating local interests, which are limited to the county’s action in energy matters.




    The aim of the present article was to is to describe and to analyse the Gas to Grow Initiative and the changes viewed by the gas sector.




    1. THE GAS TO GROW INITIATIVE




    The “Gas to Grow” initiative was launched by a group led by the Ministry of Mines and Energy, with support by ANP, EPE and the participation of class associations representing different economic agents. It was launched to “suggest measures to enhance the normative references for the natural gas sector, having in mind the Petrobras’ reduced participation in the sector”6 and the expectation about the entrance of new agents in it. In order to support to the goals of the Gas Law and according to the technical report issued by the Gas to Grow initiative, the idea is to launch new bases for the effective rise of a natural gas market counting on different agents, liquidity, competitiveness, access to information and good practices in order to help the country’s growth7. In order to achieve such a goal, there is the estimate for the action in ten work forces whose subjects are the object of discussions with agents from the public and private sectors who represent several segments in the natural gas industry and over whom it is expected to build regulatory innovations to help the natural gas industry and the country.




    1.1 NATURAL GAS TRADE




    The Gas to Grow initiative advocates for the adoption of measures to increase competition in natural gas offer and to limit market concentration in order to allow the existence of multiple sellers. The initiative also aims at including measures to encourage short-term and secondary markets to the gas molecule, and capacity contracts to work as mechanisms to mitigate risks of natural gas physical entrance. Both producers and consumers can require these mechanisms in order to make sure that contracts will be followed.




    Nowadays, Petrobras acquire gas from all private producers in the Brazilian integrated system before the transport stage given the lack of mandatory access to natural gas production flow pipelines and natural gas processing plants (NGPP). The effective development of natural gas trade in Brazil, along with the mandatory access, are prerequisites for the solution of the self-dealing issue imposed by the current structure8.




    The Ministry of Mines and Energy suggests the establishment of a transition policy. Sub-committee 07 – Natural Gas Use by the Federal Government – presented the following guidelines: natural gas use by the Federal Government, mainly to provide to the national market; trading through short-term auctions, preferably; trade flexibilization in order to meet different share and production points.




    Trade is seen as public policy for market development, so it must be implemented based on two stages, the transition policy and the long-term policy. The transition policy was approved by the National Energy Policy Council (CNPE) on December 14, 2016, and it is limited to Libra prospection and to the useful sites. The proposition concerns a transition time of 36 months to allow experience to be acquired before building the long-term model and the adoption of guidelines of general character based on the performance of different operational models.




    Petrobras accounts for pointing out challenges for natural gas monetization in the aforementioned sub-committee, as well as the uncertainties about the production volume and allocation. When it comes to production, it addresses similarities with the oil industry, due to high geological risks. With respect to the demand side, it points out that natural gas matches the networks’ industry , having high transportation costs, low liquidity in regional markets and the need of high investments in flow and transport infrastructure. Historically, the adopted solution lies on long-term contracts aimed at sharing the risks among users.




    1.2 DEVELOPMENT AND IMPLEMENTATION OF THE RATE MODEL BASED ON “ENTRY AND EXIT” IN NATURAL GAS TRANSPORT




    The international literature describes three rate-system modalities, namely: (i) point-to-point; (ii) entry/exit; and (iii) postal. The point-to-point rate-system concerns the modality based on distance; it is the main way to apply the rate-system based on distance and is overall used to long-distant transportation with gas linear displacement. It is often applied in developing and competing markets, since rate cost determinants are ineffective. Its calculation is based on the sum of products from the available capacity in an input point to the distance between the reception and delivery points.




    The entry/exit rate-system is defined by the combination of separated prices to gas introduction into the system – entry prices – and to gas removal from the transport system – exit price – in order to simultaneously reflect the use of system capacity and its flexibility. Total transport charge in this system is featured by the sum of entry and exit charge capacity. However, its efficiency depends on the clear definition of the methodology to measure costs associated with pipelines and to calculate entry and exit charges, so that fees will get as close as possible to the costs9.




    Demand, in the postal rate-system must be expressed by a capacity indicator, regardless of the distance crossed by the natural gas. It is possible hiring the maximum capacity of the pipeline or the sum of all hired capacities. Its application takes place in territorial monopoly and in mature markets10.




    Brazil uses two rate-system modes in piped natural gas: rate-system based on distance and postal rate-system. Transport cost in the rate-system based on distance corresponds to the pipeline’s used extension, and it makes this system the favorite one for long and unidirectional pipelines, such as the case of the Urucu-Coari-Manaus pipeline. The postal rate-system, in its turn, is based on uniform charges to all users, regardless of distance or location in the network.




    Both models do not properly meet the operational reality of the existing natural gas transport network. It is necessary developing a model to fully reflect the transport cost for use location, which must take into account differences between gas physical and contract flow types in the network – a fact that can take place at different directions.




    1.3. SHARING ESSENTIAL FACILITIES FOR COMPETITION




    Lack of shared essential facilities, such as the case of Natural Gas Processing Plants (NGPP) and of NG Regasification Terminals, limits the entrance of new agents in natural gas trading systems, a fact that limits competition and access to the market. It allows the verticalization of the industry and its monopoly11.




    Based on the application of the Essential Facilities Doctrine, the Gas to Grow initiative aims at the adoption of measures to enable the regulation of third parties’ access to UPNGs and Regasification Terminals, by following the principle that the refusal to access is an abuse from the dominating position embodied by the owner in essential facilities. The proposition also reaches the regulation of third parties’ access to production flow pipelines, in order to encourage third parties to offer services to move the gas, mitigate risks, allow production flow cost sharing and to contribute for greater availability of natural gas offer in the market.




    1.4. ENCOURAGING HARMONIZATION BETWEEN STATE AND FEDERAL REGULATIONS




    The transition from a non-competitive market to a fully competitive one is associated with a series of development stages based on alternating the role of the government and the regulating organ according to such a change. Based on the current regulation, states have the competence to explore local piped gas services, according to which, any final consumer receives natural gas through networks belonging to the distributers. In order to establish the rate-system mode, it is essential having transparency in the price and fee formation process, as well as free access to the distribution networks to make free consumers and competition feasible.




    Petrobras (in subcommittee 07 – Use of Natural Gas by the Federal Government) understands that the current transport model reflects the point-to-point system. It cannot set the physical origin of the gas in all long-term sales and purchase contracts. Contracts regarding the full capacity of the pipeline network is capable of coordinating the establishment of sales and purchase contracts that separate the physical from commercial factors. However, the Brazilian system was designed to operate in integrated network as the way to manage volume uncertainties and the identification of offer and demand.




    Barriers identified by the industry are the background of fuel pricing, which is not in line with parameters typical of the international market and of lack of transparency in price formation; of the low capillarity of the distribution network; of the absence of a secondary market; and of uncertainties related to taxation and swap.




    The main barriers for co-generation outspread encompass initial investments in natural gas and competitiveness in this market. The opportunity to co-generation introduction mainly depends on enhanced competitiveness, investment costs and greater gas offer. Because competence lies on the state scope, each state has the right to implement different structures and standards to regulate the natural gas distribution sector. Accordingly, lack of treatment uniformity among states in the Federation leads to controversies and blurring for the sector’s agents themselves. This process deepens the risk perception and reduces attractiveness and competitiveness in the chain as a whole.




    States in the Federation have to present structures to encourage the gas market, among them one finds state regulating agencies, yield increase mechanisms and network expansion, the promotion of public hearings for fee reviews, fee review processes applied to distributers, the establishment of mechanisms capable of ensuring the segments’ autonomy and independence, the standardization of self-producer, self-importer and free consumer framing.




    1.5. INCENTIVE TO DEVELOP THE DEMAND FOR NATURAL GAS




    Natural gas development is discouraged by (i) lack of transparency in the natural gas pricing methodology, as well as by its energy substitutes; (ii) low capillarity of the distribution network; (iii) poorly developed secondary market; and (iv) by uncertainties that foster natural gas supply by new providers, as well as transparency in pricing formation, and price coordination and planning, and the regulation of all stages in the supply chain12.




    1.6. HARMONIZATION (OR INTEGRATION) BETWEEN THE ELECTRICAL AND NATURAL GAS SECTORS




    Hydroelectricity prevails in the Brazilian electrical matrix, whose thermal electric dispatch is strongly influenced by water conditions – which are quite varying. Such a fact leads to similar variability in the demand for natural gas for thermal generation, as well as to idleness in the gas transport system. This factor impairs planning in the sector and its attractiveness for new investments. It is essential revising the association between the natural gas industry and the electrical sector, which works as barrier for the entrance of projects for thermals based on gas.




    By acknowledging the challenges for the harmonization of the sector, the Gas to Grow initiative seeks a direction for the following questions: (i) risk allocation; (ii) a natural gas supply model; and (iii) enhancement of the gas-electricity integrated planning.




    The core topic in risk allocation lies on supply safety and risk transparency to the gas industry versus gas market attractiveness. The current rule sets punishments to generators, and it reflects on gas suppliers – it is highlighted by ANEEL Normative Resolution n. 583/2013, which imposes the punishment clause related to Settlement Price for Differences (PLD) in force. PLD regards lack of fuel in fuel supply contracts. The punishment clause transfers risks that are not natural to the gas industry, a fact that leads to resistance by potential suppliers, as well as the possibility of financial unfeasibility of the thermoelectric generation business due to long-term lack of gas supply at water shortage times (and high electric power price in the spot market)13.




    The adopted model is the core element of the natural gas supply aspect to ensure economic competition and efficiency. However, one can observe the need of addressing the benefits from flexibilizing variable unit cost (VUC) reports and auctions’ inflexibility. Thermal power plant projects participate “along” with their gas suppliers and offer varying unit cost and pre-established inflexibility, as well as manage gas purchasing by a single buyer and the cost transferred to consumers14.




    On the other hand, the integrated gas-electricity planning must be enhanced and head towards integration to result in attractive economic signs of investments. It is done by combining thermoelectric generation, energy transmission and natural gas logistics infrastructure expansion, by taking into consideration the high investments involved in it, and the possibilities and limitations inherent to each sector15.




    1.7. INTEGRATED INDEPENDENT MANAGEMENT, PLANNING AND GRANTING OF THE TRANSPORT SYSTEM, AND STORAGE FACILITIES




    The promotion of commercial and operations independence of transporters; the inhibition of opportunistic practices that are featured as barriers to the entrance of new agents in the competitive sectors of the natural gas industry; the implementation of the Natural Gas Transport System (NGTS) – which encompasses the existing transport pipeline networks and their future expansion -; natural gas storage facilities; the implementation of an Independent and Integrated NGTS Management model to allow the appropriate incentives to the non-discriminatory access to efficiency in NGTS and to transparency in information concerning system’s capacity and use, are measured to be taken16.




    Yet, it is essential implementing the Entry/Exit System in order to save the transport capacity. This model enables the separated hiring of entry or exit capacities, and gas trade, regardless of its location in the network. This process rises the number of agents capable of negotiating to each other and favors secondary-market formation and offer competition. It also enables increased transparency, makes current, accurate and easy-to-get information available, mainly concerning price formation and features, capacities and the use of infrastructures accessible to third parties. The Entry/Exit System also seeks reducing transaction costs on the natural gas chain by making electronic tools available, standardizing contracts and by taking other measures that can contribute to energize the sector, as well as by forming natural gas negotiation virtual or physical points (hubs). The development of negotiation hubs makes natural gas trade easier17.




    Finally, other measures can be implemented, such as (i) natural gas secondary-market creation as mechanism to mitigate natural gas physical-entrance risk – either producers or consumers must be able to have access to this mechanism to ensure that contracts will be followed; (ii) review of the transport system expansion planning, which must take into account the storage facilities; (iii) review of the planning and granting model set for the exploration of natural gas transport and storage, as well as for incentives to new natural gas storage facilities. Natural gas storage facilities allow, among other things, reducing suppliers, distributers and consumers’ risks, incentives for actions taken by traders and improvements in the market’s ability to deal with contingencies18.




    1.8. POLICY SET FOR THE TRADE OF NATURAL GAS FROM THE FEDERAL GOVERNMENT’S SHARE IN SHARING CONTRACTS




    The natural gas from the Federal Government’s share in production share contracts is the instrument of public policies focused on the natural gas market development, since it can set the basis for the construction of a long-term model through CNPE resolutions issued for both the transition and long-term policies. However, the priority of supply to the national market must be taken into account; as well as the adoption of parametric references typical of market; and the autonomy of the trade agent19.




    1.9. TAX CHALLENGES




    The taxation system in place was not designed to meet the specific features of the natural gas sector, which is quite fungible and displaceable in terms of continuous and permanent flow. Based on the tax aspect, the combination of the contract and physical flows leads to inefficiency in the system and sets barriers to the implementation of natural gas operational exchange or even the entrance of new natural gas carriers in the transport network. Thus, taxation rules must be appropriate and go through a modernization process based on a scenario with multiple agents, on matters concerning natural gas transport, on sharing regasification infrastructure and NG load sharing, and on inter-state and imports’ 
operations.




    However, the legal structure in place leads to legal uncertainties at the time to draw State’s competence to set the ICMS20 from natural gas imports cleared in a given state, but that is about to be sent to another state, as well as to the hypothesis about incidence when there is a mere change in the physical state of the goods in order to enable its transportation. The diversity of aliquots applicable to ICMS in domestic, inter-state and in natural gas imports operations are other factors to be observed, since they trigger conflicts among states in the Federation21.




    The SC5 Committee – enhancement of tax structure – suggests two premises: (i) application of a differentiated treatment adopted to natural gas transport service circulation and supply to operations and provision carried out by the establishment of senders, receivers and transport service servants; (ii) following the definition of natural gas receiving and delivery points, similar to contract items or based on logistics schedules set to transporters by natural gas senders or receivers, according to Law n. 11.909, from March 04, 2009 and to executive order n. 7.382, from December 02, 2010.




    Currently, fiscal income from natural gas trading operations and from its respective transport, which meets goods’ circulation. Thus, it suggests using contract flow for natural gas income and its respective transportation. However, because of the incidence hypothesis must be addressed in the law, as well as the way processing will happen; the proposed changes must be approved by state congresses, a fact that accounts for the implementation of the suggested measures.




    In the Chamber of Deputies, the complementary bill n. 11/2020 is being under analysis, which amends the Kandir Law, to replace, in relation to the gasoline, hydrated ethanol and diesel oil, the fuel price policy. Nowadays, it is used the average price policy for final consumer, and this new rule establishes fixed values policy that will be established by the Legislative Power in each state. The main goal is to bring more predictability to pricing and its effects.




    1.10. NEGOTIATIONS FOR THE HIRING OF GAS FROM BOLIVIA




    The Brazil-Bolivia pipeline construction (Gasbol) was addressed in the 1958 Roboré agreement. This agreement and the contract were signed on February 17, 1992; and on August 17, 1993, respectively. Its construction and commercial operation started in 1997 and 1999. Gasbol is 3,150 Km long, and 557 of it are in Bolivian territory, whereas 2,593 are in Brazilian territory22.




    The pipeline starts in the Bolivian locality known as Rio Grande, which is located 40 Km South from Santa Cruz de la Sierra. It crosses 557 km up to Porto Suarez, on the Brazilian border. After crossing the border, the pipeline gets into the Brazilian territory through Corumbá (MS), and the natural gas is transported through the Brazilian stretch, which is managed by Transportadora Brasileira Gasoduto Bolívia-Brasil S.A (TBG). The pipeline crosses approximately five thousand properties through 136 municipalities in the following states: Mato Grosso do Sul, São Paulo, Paraná, Santa Catarina and Rio Grande do Sul.




    Imports from Bolivia play important role in the natural gas offer in Brazil. In 2016, there was reduction in the national offer and increase in the imported one. The Brazilian production dropped from 109.9 to 106.6 million m³/d, and it had straight impact on the national offer, which dropped from 59.2 to 57.1 million m³/d23. The imported offer increased to compensate the reduction in the national offer, and it was translated into the increased importation of Bolivian gas (rise from 14.5 to 17.7 million m³/d)24.




    The planning carried out by the Federal Government for the offer of natural gas imported through pipelines only considered imports made through GASBOL amount necessary to meet the demand of the integrated network, which enters Brazil through Corumbá County (MS), since the other volumes are limited to isolated systems. With respect to the imported volume, it also considered the maintenance of contracts in place for 30.1 million m³/day up to 2024. As highlighted by EPE, the Bolivian government has been promoting a more favourable environment for investments in E&P, and this strategy was successful in attracting foreign O&G companies (including Petrobras) to biddings in the exploratory field, in December 2012 and in October 2013. The Bolivian government launched the 2015-2019 Strategic Cooperative Plan (PEC), developed by Yacimientos Petrolíferos Fiscales Bolivianos (YPBF), which aimed at increasing oil production, among other goals.




    The following natural gas transport services were kept by TBG in the ship-or-pay modality to GASBOL:




    • Contract of basic-amounts transport (TCQ) – for 18 million m3 /day, for 20 years and validity up to December 2019.




    • Contract for the transport of additional amounts (TCO) – for 6 million m3 /day, with advance payment and duration time of 40 years, as well as validity up to September 2041;




    • Contract for the transport of complementary amounts (TCX) – for 6 million m3 /day, with duration time of 20 years and validity up to December 2021;




    • Transport contract resulting from Public Tender for Capacity Allocation – CPAC 2007 – for additional capacity of 5.2 million m³/day in the South Stretch of the pipeline, between Paulínia and Araucária, with duration of 20 years and validity up to 2030 September25.




    The natural gas exports targets (estimates) considered the renovation of contracts with Petrobras from 2019 on – this premise is also considered by Petrobras in its 2030 Strategic Plan. It is important highlighting that Petrobras has been acting in San Alberto exploratory blocks, in San Antonio and Itau26. However, new discoveries are necessary to ensure gas supply to the Brazilian market during the natural decline of fields in Bolivia.




    In 2019, because of the new Brazilian program (New Market of Gas), to increase competition, investments and pricing, a new agreement was signed with YPFB that reduced to twenty million cubic meters per day the maximum volume that can be brought by Petrobras to Brazil. The aim is to use more Brazilian gas from pre-salt in Brazil.




    FINAL CONSIDERATIONS




    The Brazilian natural gas sector is regulated at two levels: State and Federal. The Federal Government has the competence of determining the policy and regulation of upstream and midstream activities, and the state governments inspect the downstream activities, as well as of approving prices determined to the final consumer. Municipalities, in their turn, have the competence to regulate limits of local interest.




    Based on such a constitutional context, Law n. 9.478/1997 sets a general model for Market liberalization which couldn´t provide regulation tools to promote its effective implementation. Therefore, based on the natural gas aspect, regulation is vague.




    The Gas to Grow initiative dates to 2016. It aimed at debating and suggesting solutions for the following topics: (i) trade of natural gas, (ii) development and implementation of the “Entry/Exit” rate system in the natural gas transport, (iii) sharing of essential infrastructure for competition, (iv) encouragement to harmonization between state and Federal regulations, (v) incentives to develop the demand for natural gas; (vi) harmonization (or integration) between electric sectors and natural gas; (vii) independent integrated management; (viii) planning and grating of the transport system and storage facilities, (ix) policy of natural gas trade of the share belonging to the Federal Government in Sharing contracts; (x) suggest solutions for taxation impairments; (xi) support to negotiations to hire Bolivian gas and/or other alternatives. Based on these topics, none of the sub-committees that have issued final reports in May 2017 were structured.
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