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Overview 
During the 1990s, the regulatory model of the Brazilian Electricity Industry started to be restructured with the aim to promote competition and attract investments to the sector. The first market-oriented reform ran into trouble, leading to insufficient investment in generation expansion and higher consumer tariffs. As consequence, from June 2001 to February 2002, Brazil faced a supply crisis. The federal government established a Chamber of Management of the Electricity Crisis, with the aim to overcome short-term supply problems, to explain its causes, and to propose urgent corrective measures.
Although the “reform of the reform” made structural changes to improve the model, many problems still occurred and brought out the need to revise the institutional model of the Brazilian electricity industry. That has been implemented since by the new government (2003-2004), that revised the institutional model and governance structure of the Brazilian Electricity Industry and created two energy trading market: a Free Contracting Environment (FCE) where free consumers and generators can freely negotiate their own bilateral contracts and a Regulated Contracting Environment (RCE) where a pool of distributors buys power from generators in public auctions under set prices. This paper presents the mainly problems occurred in Brazilian Electricity Model since the first reform and an overview of the current model, in order to explore the possibility of implementation of market mechanisms mainly in FCE 
Methods
This text is mainly descriptive, addressing the above mentioned issues through a bibliographical revision of work done mostly by Brazilian experts. The objective is to understand and describe the main characteristics of a given phenomenon, that is, the development of an electricity market which coexists with a regulated contracting environment. Nevertheless, the research method adopted occasionally presents both explanatory and analytical remarks, e.g. the role played by the agents in this industry (generators, transmission and distribution companies, electricity traders, independent power producers, captive and free-consumers, and the government) and by deliberate public policies in the restructuring of the Brazilian Electricity Industry.
Results
As a response to the electricity supply crisis of 2001 and to the consequent reduction of economic activity, many agents migrated to the FCE. On the other hand, the RCE was and still is the “market” that offers less risks, as its operations are based on long term power purchase agreements. Even though, the FCE responds for more than 27% of the whole Brazilian electricity market. This evolution is also due to the governance structure implemented in this contracting environment.


Conclusions
The regulatory model of the Brazilian Electricity Industry based on two contracting environments has proven so far to be successful in attracting long term investments, guaranteeing the supply of captive consumers and flexibility to free-consumers. This last characteristic was mainly enabled by the governance structure introduced into the FCE.
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