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THE OFFSHORE SECTOR IS UNDOUBTEDLY ONE OF THE MAIN AREAS OF
ATTENTION FOR DEVELOPMENT FOR THE BRAZILIAN GOVERNMENT UNDER THE
CURRENT AND PREVIOUS ADMINISTRATIONS.

BACKGROUND

Since 2016, important regulatory and executive measures have been taking place with the aim of fostering investments in the

sector and attracting new market participants.

"Recent key
changes in Brazil
are influencing
opportunities and
demand in the
offshore sector, the

impact of which is

discussed further
in this article."”

KEY CHANGES

Key changes to highlight are the revision of the rules for operating in the pre-salt
region, the relaxation of local content requirements, the enactment of new rules
regulating reserve-based lending transactions, the implementation of a multi-year
licensing rounds schedule and the extension of tax incentives. The interest shown by
majors and supermajors in offshore and onshore blocks with record signing bonuses

are evidence of the positive impact of such changes.

OPPORTUNITIES

Driven by the exploration of the pre-salt region, Brazil currently represents the
largest market for floating production, storage and offloading units (“FPSQO”) in the

world, accounting for a third of the overall contracted units for this type of vessel. In

addition to the FPSO market, the demand for other types of units, such as drilling rigs and support vessels, as well as subsea

systems, is similarly on the rise in the country. Although part of this demand can be supplied with existing vessels, most of it will

necessarily involve the construction of new units and structures, presenting a range of opportunities for operators, suppliers,

shipyards and financiers.

KEY PLAYERS
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Petrobras, as the largest operator in Brazil, leads such demand. However, other major players are gradually taking a more
prominent role in exploration and production activities offshore Brazil. As an example, both Equinor and Shell are currently
tendering for the charter of FPSOs for their deep-water pre-salt fields. The success of recent auctions for pre-salt areas, with
majors such as Chevron, ExxonMobil, CNOOC and BP being awarded operating stakes in the region, promises to diversify the
market even further within the next decade. A more diverse market may prove refreshing for service providers and vessel

owners, as Petrobras may be willing to adopt contractual terms which are more reflective of international market practice.

DECOMMISSIONING

We as a firm are also seeing the opportunities at the other end of the oil and gas lifecycle. The decommissioning of offshore
assets is a hot topic in Brazil at the moment. There are eight decommissioning projects already approved by the regulatory
authorities, another five are under analysis and at least nine others are expected. In June 2019, Petrobras launched the first
tender for the procurement of offshore decommissioning services, for the decommissioning of three fixed platforms in the Cagdo
field in the Campos Basin. Due to their proven experience in decommissioning, the opportunities for North Sea services

providers are many.

THE SUCCESS OF RECENT AUCTIONS
FOR PRE-SALT AREAS...PROMISES TO
DIVERSIFY THE MARKET EVEN

FURTHER WITHIN THE NEXT DECADE.
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Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number 0C312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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