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o Upstream gas pipelines. Nagotiated acoess toupstream pipelines. Incase of co-pwned systems, the useof the
infrastructure by third parties may be subject to diferent terms.

W Negotited sio8ss 10 B8 protessing wiits. Until the ruling by ANF of the genersl termi of sccess,

BF°s Suidelines shall be adopted,

Upstream Gas. Unless necessary due to technical, repul story and operational reasons, Petrobms shall not purchase new
gas volumesfrom upstream partners. Waivers must be previowsty required to CADE The approval of a tax regimefor the
entry exit model isa condition precadent

tree for Monitoring the Dpening o

. {thee Gas Market Decres No.9.534/15 created the commities to monitor the
implementation of the Measures to open he market and propose 1o CNPE additional messures

° Access Holideys, Petrobres shall renund ate exlusive rghts 1o use TBG'S, TAGS and NTS' pipelines.

° ANP Public Hearing. ANF will cordud 8 public hesring reganding the dislosure of the Wholesale G348 irformation

° ontractual Co ian Ma mant. For NTS and TAG's system, Petrobras shall indicata the maxmum volumaof gas
injected and withdrew from aach point of antry and aach axitzona.

. Ea3 in B Secondany market

LDC Wholesale Contracti. ANF will distlose relevart information sbout the wholesale contracis entered by the LD

Wholesale G543 cannot have destinstion dauses and 1o restid the buyer to trade the

° Gas Procesiing Unite, Pevrbes must disdoss o counterpans and m ANF the terms of the Gas Processing Agresmant.

1010 Repulatory Apanda:

* ANF shall ragulate thefuncrional unburdling criteriafor the TS0g

* ANF shall nde about tha interconnection of trarsmigson pipslines

* AMP shall revew Ordirance No. 15/200 4, which providas tha criteria for gas transmizsion tariff setting and review

TEDs and GASPETROD Functional Unbundling. While Petrobras’ divestmentin the T30s and Gaspetm is notconcluded, members
of the Board of Direchors nominsted by Petrobras must comply with Nowa Mercado rules of independerce Mowos Mercado & one
of the segmentsof B3's listing regulstion with the highe st compomte govemante requinemerts.

irig o de T 14=13 inal. Perolbras must publish the wender prococ! for the leasing of tha terminal until
31 Decembar 2003, The approval of 3 Tax ragime for the antry exditmedel is 3 condition precedant.

Divestment closing subject to certain conditicns, the sales of Petrobms’ interests shiall oocur until 31/12/2001_The deadline can
be extended by CADE for one year.

* ANF shall regulate the guidelinesfor the drafting of the T30s' Common Network Codes;

* ANP shall review Ordinance Mo. 51/2013, which regulates the authorizationfor natwral gas shippers

* ANP shall review Ordinance Mo, 5.2/201 1, which regulates the natural gastradein the wholesale Market

ANP shall review Ordinance Mo. 37/200 3, which estsblehes the criteria for transmizssion pipelines capadity axdenzon;

* ANF shall establish medhanisms for the T30 o oMset differences between colleced and allowed révenues

2022 Regultory Azend;

* ANF shall review Ordinance No. 11/200 6, which regulates the penersl conditions for non-discriminstony third party sccessto
the transmission system

* ANP zhall rue about third-parties accessto LNG termirails corflict resolution mechanisms;
= ANFP zhall establish the defirition of the Natwral Gas Transsort System.
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¥ Not solved by

Natural Gas Pipelines’ the new model
General Classification

E&P License
Linkedto another

facility (upstream or
downstream)
LMNG Terminal

Transmission

Transmission Transference

Defined Categories Gathering(nat linked to

an E&P license)

Matural Gas Independent Part of LNGTerminal

Other Categories S Defined by ANP

Distribution
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Timeline

Expansion of the Gas Grid Models

2 2005 I 2015

Petroleum Law

* No central planning

* Mo ex ante tariff
regulation

* Post-construction
capacity allecation

= Six years of access
holiday

Gas Law Model 1

* Central planning
conducted by MME,
supported by EPE's
information

* Ex ante tariff

regulation

* Pre-construction
capacity allocation

Gas Law Model 2

* Central planning
conducted by EPE,
supported by TSO's
information

* Ex ante tariff
regulation

* Pre-construction
capacity allocation

Bill n. 6407/2013

* Central planning
conducted by the
Federal Executive
Power

* Ex ante tariff
regulation

» Capacity allecation:

according to the
current terms, no
need to be fully
allocated pre-
construction
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The Numbers

Evolution of Gas Transmission and Distribution From 2009 on, the
40.000 number of
35.000 Transmission Gas

Pipelines was
stabilized, and the
few variations was
due to (i) pipelines
reclassification; and

20.000

15.000

5.000 (i) grant
ﬂlllii

Avé 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2074 2015 20146 2017 2018 authonzatlﬂns made
1999 under the Petroleuml

[l Transmission Gas

001 SN 543 ST} STIS STM ST STW 6421 75 TER 055 G480 G4 94N GAN PN 940 P49 945 :

Pipelines Law Regime.
Source: MME

30.000
25.000

. Distribution Gas AR 5211 78 BTH D35S 10084 12913 13736 15223 16X 18045 19.333 20945 Z2E12 MO93 FIM 00X AN 12130 4649
Pipelines
Scurce: ABEGAS

Source: Ministry of Mines and Energy Monthly Report D
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From PEMAT to PIG...

i PIG
¥ Users’ ¥ TSOs’ Policy-makers
information information information
Open season/ Ten years Cost-benefit
auction development plan analysis
PEMAT <

Source: Michelle Hallack and Miguel "'.l'azquez. The construction of a Eumpean gas market: Network investment under virtual hading. In: Finger, M. (Ed.), Jaag, C.(Ed.). (2018).
The Routledge Companion to Netwark Industries. London: Routledge, https://doi.org/10.4324/9781315758984. D G
CORREA
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The road
ahead

Planning
expansion

Make it
bankable




]
The road ahead

¥ Bill n.° 6.407/2013 model

Project and Allowed Revenue
“Market-to policy-makers”

TS0s' Coordinated

Metwork Plan® pm One interested TSO Expansion Authorized

Transmission Grid AMNP shall launch a
Expansion public consultation

"F‘,:'_\,'_;:}r makers-to-Market”

Pipelines other the ANP shall establish a

Bmm  dentified on the L. Meore than one bidding processto
Network Plan interested TS0 chose the TSO entitled |

to expand the system

*Will be coordinated by the Market Area Operator (in charge of coordinanting the TSOs of a certain market area operation) D SOUTO
CORREA
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Bankability

Limited Returns: subject to tariff regulation (tariff setting and review)
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7
Bankability

Limited Returns: subject to tariff regulation (tariff setting and review)

Depreciation rules: in how much time can the investment be recoved? Slower or Faster
depreciation is adjusted on return?
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Bankability

Limited Returns: subject to tariff regulation (tariff setting and review)

Depreciation rules: in how much time can the investment be recoved? Slower or Faster
depreciation is adjusted on return?

Revenue stream: how can the investment be recovered?
= Iong-term contracts?
* market trading? or

* revenue certainty system (network users are liable, reconciliation, etc)?
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Bankability

Limited Returns: subject to tariff regulation (tariff setting and review)

Depreciation rules: in how much time can the investment be recoved? Slower or Faster
depreciation is adjusted on return?

Revenue stream: how can the investment be recovered?
= Iong-term contracts?
* market trading? or

* revenue certainty system (network users are liable, reconciliation, etc)?

Basket of products: which revenues are considered for reconciliation?
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7
Bankability

Limited Returns: subject to tariff regulation (tariff setting and review)

Depreciation rules: in how much time can the investment be recoved? Slower or Faster
depreciation is adjusted on return?

Revenue stream: how can the investment be recovered?
= Iong-term contracts?

* market trading? or

* revenue certainty system (network users are liable, reconciliation, etc)?

Basket of products: which revenues are considered for reconciliation?

Assets: what happens to the assets and who pays for decommissioning?
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Final Remarks

4 Pipeline classification matters and should be the starting point

M Wrong classification can lead to uncertainty and transactional costs

M Information flow is relevant to avoid unnecessary expansion

[V] User viable options should not be prohibited

[V Bankability relies on clear rules for investment assessment and adequate return

[V Define the balancing mechanism
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