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Profile
Petrobras is a publicly-held company, which operates in an integrated fashion specialized in the
following segments of the oil, gas and energy industry: exploration and production; refining,
marketing, transportation and petrochemicals; distribution of by-products; natural gas, energy
and biofuels. Founded in 1953, the company is currently the 6th largest oil company in the world
based on market value, according to the consulting firm PFC Energy. Leader in the Brazilian oil
sector, the company is expanding its operations to be among the five largest integrated energy
companies in the world.

Mission
Operate safely and profitably, with social and environmental responsibility at the national and
international markets, providing right products and services for client needs and contributing for
the development of Brazil and countries in which we operate.

Vision 2020
Be one of the world’s top five integrated energy companies and the company of choice of our
stakeholders

Features of Vision 2020
Our activities will be remarkable due to:

•
•
•
•
•
•

Strong international presence
Global Reference on biofuels
Operational excellence in management, human resources and technology
Profitability
Reference on social and environmental responsibility
Commitment to sustainable development
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STOCK POSITION BY THE END OF 2008

KEY INDICATORS
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WORD FROM THE CEO
Petrobras calmly crossed the turbulent year of 2008, won technological and financial challenges
and achieved gratifying results, such as the important discoveries of oil in pre-salt layer and
record net income of BRL$ 33 billion, 53.3% more than in 2007.
The international economic crisis, which led to the credit crunch and strong instability in oil prices
in the second half, did not affect our investment potential. We expanded the resources provided
by the new Business Plan, keeping aggressive goals. Thus, we will continue well positioned with
significant reserves of oil and gas, and a considerable volume of production to meet Brazilian and
global oil demand.
The effectiveness of economic, financial and operational strategies adopted over the years makes
of Petrobras a solid company, able to cope with the current state of uncertainty in the global
market. In 2008 we incorporated relevant measures of cost control and maintained the principles
of capital discipline. Thus, we can ensure the implementation of our projects and consolidate the
growth prospects of the company.
The increase in average prices of oil and oil by-products in the international market and byproducts in the domestic market, coupled with the growth in sales volumes, increased net
operating revenue to BRL$ 215.1 billion, i.e. an increase of 26.1% compared to 2007.
The production of oil and natural gas in Brazil and abroad reached 2.4 million bpd, representing a
growth of 4.3% over the previous year. The main points were the beginning of oil production in
pre-salt layer in the Campos Basin, in the field of Jubarte, and production of natural gas in the
country, which reached 51.1 million m3/day, 17.8% above 2007.
Even with the continued increase in production, our proven reserves of oil, condensate and
natural gas in Brazil and abroad, reached 15.08 billion boe by December 31, 2008 according
criterion of the Society of Petroleum Engineers (SPE). Out of the total of the reserves, 93% are in
Brazil, where the replacement ratio was 123%, i.e., we add to our oil reserves 23% more than the
entire production throughout the year. Suitable volumes do not include the discoveries made in
the pre-salt Santos Basin, still under evaluation.
Petrobras investments reached the milestone of BRL$ 53.3 billion, surpassing by 17.8% the values
of 2007, with emphasis on the expansion of future production of oil and natural gas in the
country. From the total invested 49.1% are concentrated in Exploration and Production area,
whose main points were relevant discoveries in pre-salt Santos Basin, providing greater
understanding of the region. In 2009, the first extended well test on the Tupi field will be held,
and in 2010 a pilot system will be installed with capacity to produce up to 100,000 bpd. These are
the first steps that will lead to change in the production profile of the company, which will
gradually change from the predominantly heavy oil in the Campos Basin to the lighter oil of presalt. This is a remarkable gain in value for the company, since the light oil is sold at higher prices
than the heavy oil.
Maintaining an integrated structure is part of Petrobras' long-term strategy. Therefore, we invest
in all sectors of the oil and gas supply chain to enhance our production. The Downstream area
received 22.5% of investments, primarily designed to adapt the refining units for processing
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heavy oil, the quality programs of by-products and the expansion of refining capacity. The
company also consolidated its presence in the petrochemical industry - strategic segment to
diversify the product offer - through new mergers.
Investment in Gas and Energy absorbed 13.5% of the total made by the company, which
resources directed mainly to the expansion of the gas pipeline and construction of LNG
regasification terminals. In 2008, we beat our record of generating electricity for the National
Integrated System (SIN), generating 2,025 MW in the year, 253% more than in 2007.
In Distribution, we maintained our leadership in the market and expanded our participation even
more, which reached 34.9% of the market by year's end. Furthermore, Petrobras Biocombustível
S.A., a wholly owned subsidiary of the Company, was created with the objective to develop the
marketing of ethanol and biodiesel, and consolidate our operations in this segment.
We strengthen our international presence by purchasing Nansei Sekiyu Kabushiki Kaisha (NSS),
whose main assets are a refinery and products terminal in Japan. We acquired 23 blocks in the
North American stretch of the Gulf of Mexico and will be the operators of 15 of these blocks. We
also signed an agreement to buy ExxonMobil's stake in Esso Chile Petrolera, which guarantees
participation in the most profitable markets of South America. With operations in 27 countries,
the company allocated 11.5% of investments to international activities, the largest share for
exploration and production.
Petrobras' commitment to technological development is reflected in the volume of resources
devoted to P&D activities, which in 2008 reached BRL$ 1.7 billion, maintaining the 2007 level.
The results have been crucial to our progress in the development of projects for exploration and
production of oil, in particular to the recent discoveries in pre-salt and the improvement of our
training in refining heavy oil.
All our operations are guided by concern for safety, health and environment (HSE). In 2008 we
were able to avoid the emission of 930,000 tons of carbon dioxide. Since January 2009, the
company brings to market the Diesel S50, with lower sulfur content, following schedule agreed
with the Federal Prosecution Service. Committed to sustainable development, Petrobras has its
operations based on principles of transparency and social and environmental responsibility. The
good performance in this area has kept the company for the third consecutive year in the Dow
Jones Sustainability Index (DJSI).
With the purpose of increasing the liquidity of their securities assets, Petrobras undertook a
share split and receipts traded in the U.S. market. In late 2008, the shareholder base of the
company reached close to 1 million of investors, including shareholders of investment funds and
FGTS investors.
The 2009-2013 Business Plan provides investments of US$ 174.4 billion; an increase of 55%
compared to the previous, and incorporates US$ 28 billion for the exploration and development
of oil discoveries in pre-salt layer. Despite the international economic crisis and instability in oil
prices, Petrobras has ambitious goals for growth, since it has a portfolio of well-structured
projects and high return.
The resources for the execution of the projects are secured both by own cash generation, as for
Report of Activities – 2008

7

financing. Qualified as "investment grade" by certifying agencies, the excellent growth prospect
ensures the company access to diverse sources of funding in capital and banking markets, and
development agencies, even in today's credit crunch.
Petrobras believes it is on track to achieve what the Company has set as its 2020 Vision: Be one
of the world’s top five integrated energy companies and the company of choice of our
stakeholders

José Sergio Gabrielli de Azevedo
Petrobras CEO
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MANAGEMENT AND RESULTS
Analysis of the oil market
Sudden changes in the global economy in 2008 affected the oil market, with direct impacts on
the trajectory of commodity prices. The price of a barrel of Brent ranged from a high of US$
145.66 to a low of US$ 34.04, largely due to fluctuations in demand during the year. The average
value of Brent was US$ 96.99 per barrel, surpassing by 33.7% the average price of 2007.
The growing demand of Asian countries by light oils in the first half of 2008 compared with the
same period last year was the main cause of the rapid increase in prices during the first half of
the year. However, the immediate reduction in demand from countries of the Organization for
Economic Cooperation and Development (OECD) in the second half of 2008, combined with
pessimistic expectations about the evolution of demand, resulted in decrease in the level of
prices since the second half of the year. Neither the relative stability of non-OECD demand,
especially China and India, was enough even to keep prices between US$ 80 and US$ 100 a
barrel, similar to the range of values observed in the last quarter of 2007 and the first quarter of
2008.
Regarding supply, the fall in non-OPEC production, driven by Russia, Mexico and the UK, was
partially offset by higher volumes of OPEC between the second and third quarters of the year,
when Saudi Arabia, complying with the requests from the Energy International Agency decided to
raise its production by around 300,000 bpd. However, the worsening global macroeconomic
conditions from mid-year, especially in the United States and Europe, led to a drop in demand for
the commodity, leading OPEC to announce a cut of 1.5 million bpd in their production quotas
from November. In this context, the average level of oil inventories increased over 2007,
generating a surplus in global supply-demand balance of the product in 2008.
Geopolitical factors, such as problems with the guerrillas in Nigeria, tensions in Turkey-Iraq
border and the Russian incursion into Georgia, in addition to the nuclear issue of Iran, among
others, seem to have played a secondary role in the oil market in 2008, due to the economic
scenario.
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Strategy and Business Performance
Strategy
Three factors of sustainability mark out the corporate strategy of Petrobras: integrated growth,
profitability, and social and environmental responsibility. Commitment to sustainable
development also guides the growth targets of the 2009-2013 Business Plan, which provides
investments of US$ 174.4 billion. Of this amount, US$ 158.2 billion is related to projects in Brazil
and US$ 16.2 billion for overseas activities, with a focus on Latin America, USA and West Africa.

Investments are concentrated in the E&P segment, which will receive US$ 104.6 billion, including
Brazil and abroad, 59% of the total approved for the period. Of this amount, about US$ 28 billion
is earmarked for the development of pre-salt, which production is expected to reach an average
of 219,000 bpd in 2013. The new plan incorporates this new exploratory frontier, tracing more
aggressive targets production growth compared to the previous plan. Total production of oil and
natural gas is expected to reach 3.655 million bpd in 2013, with 3.314 million bpd in Brazil.
The Refining, Transportation and Marketing (RTC) segment will receive investments of US$ 43.4
billion, equivalent to 25% of total investments, maintaining the strategy of increasing the refining
capacity to meet the growing oil production. The investments will be concentrated on improving
the quality of fuels and the increasing level of heavy oil processing and capacity expansion. With
the startup of Abreu e Lima Refinery in 2011, the Petrochemical Complex of Rio de Janeiro
(Comperj) in 2012, and the 1st Phase of the Premium I Refinery in 2013, the volume processed
for oil in Brazil is expected to reach 2.27 million bpd in 2013.
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Investments in Energy and Gas will total US$ 11.8 billion. Following the growing domestic natural
gas production, this amount will allow the expansion of the flow capacity, increasing sales in the
domestic market.
The Plan provides that projects have local content of 64%, generating orders of US$ 20 billion per
year on average, with Brazilian suppliers. About 1 million jobs will be demanded directly and
indirectly in the Country

Record sales and net income
Record Profit

The result of Petrobras in 2008 was calculated considering changes in Brazilian accounting
practices, pursuant to Law 11.638/07.
As a good reflection of the operational, economic and financial performance, net income in 2008
reached BRL$ 33 billion, a record in the company's history, surpassing by 53.3% the previous
year. Consolidated operating profit totaled BRL$ 46 billion, 14.8% higher than in 2007, driven by
higher production volume and an increase in average sales prices of oil and by-products in
domestic and overseas markets. The non-recurrence of expenses renegotiation of the pension
plan, which had impacted the 2007 results, and foreign exchange gain on net monetary assets in
U.S. dollar also contributed to the increase in profit.
The growth in sales of 5.5% in the domestic market and 2% overseas, coupled with the increase
in average prices of oil and by-products contributed to the increase in consolidated gross
operating revenues that reached BRL$ 266.5 billion or 22.1% above 2007. Net operating revenue,
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meanwhile, was BRL$ 215.1 billion, 26.1% higher than the previous year.
In the domestic market, net revenue grew 23%, reaching BRL$ 126.9 billion, due primarily to an
increase of BRL$ 3.8 billion in revenue from natural gas, BRL$ 2.9 billion with energy and BRL$ 17
3 billion in revenue from by-products, mostly diesel, jet fuel, gasoline, fuel oil and naphtha.
Given the escalating international prices - the average of Brent price increased 33.7% over 2007,
ranking US$ 96.99 - in May the company adjusted gasoline prices (10%) and diesel (15%), which
were unchanged since September 2005. Prices of fuel oil, naphtha and jet fuel followed the
fluctuations of the international market and the average price of oil in the domestic market
reached BRL$ 176.4, 13.5% higher than the average 2007.

EBITDA

EBITDA reached BRL$ 57.2 billion in 2008, up 14% over the previous year, thereby ensuring a
solid foundation for the investment plan of Petrobras. ROCE rose 1 percentage point, due to the
increase in operating profit, exceeding the effect of higher debt caused by the devaluation of
Real and the acquisition of new financing.
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Sales

Petrobras's total sales, including exports, natural gas and international sales reached 3.374
million bpd, an increase of 4.2% compared to 2007. Volumes of domestic sales, not including
energy, rose 5.5% in 2008. This result was impacted by the sale of by-products, which increased
1.3% influenced by GDP growth, the operation of emergency thermal diesel and the higher
volume of production and the expansion of planted grain and sugar cane crop area. It is worth
mentioning also the exports record of 439 bpd oil, 24.4% higher than in the previous year, a
result of increased production of the company.

The sale of natural gas in the domestic market grew by 20% compared to 2007, reaching 18,140
million m3 in the year, due to the rising by 8% (1 million m³/day) from sales of non-thermal gas to
distributors in the state of Sao Paulo and an increase of 150% (8 million m³/day) from sales for
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the thermal market. This increase in demand was driven by increased supply of gas, mainly due
to increased production of the Manati field, located at the coast of Bahia, and the entry into
operation of Cabiúnas-Vitória and Vitória-Cacimbas pipelines.
Furthermore, Resolution of December 8, 2007 by the National Council of Energy Policy (CNPE)
allowed the generation of electricity from thermal power plants to maintain water levels in the
reservoirs of power plants. This measure influenced the amount of electricity generated by
Petrobras, which grew 253% to 2,025 MW average. Another highlight was the beginning of
supply from the first power block (352 MW average) contracted in energy auctions in the
regulated environment (UTE Leonel Brizola).

Investments
In 2008, Petrobras' investments reached the milestone of BRL$ 53.3 billion, 17.8% more than
2007. This amount is in line with the company strategy of expanding operations in the oil
markets, by-products, petrochemicals, gas and energy, biofuel and distribution with emphasis on
the expansion of future production of oil and natural gas in Brazil
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Of the total investments, 49.1% were concentrated in the area of exploration and production,
with the aim of facilitating the growth of production and reserves of oil and natural gas, as set
out in the Strategic Plan 2020. Investments in exploration in Brazil reached BRL$ 4.6 billion,
contributing to the replenishment of the reserves and acquaintance with the reservoirs of the
pre-salt layer. Including the International area, consolidated investments of Petrobras in
Exploration totaled BRL$ 6.5 billion in the year.
The Downstream area received 22.5% of investments, mainly allocated in conversion, expansion
of refining capacity and service quality standards in line with the Plan. In petrochemicals, a sector
in which Petrobras has been expanding its activities in Brazil and South America, the main point is
the construction of the Rio de Janeiro (Comperj) Petrochemical Complex, with the strategic
objective of producing large volumes of propylene, ethylene and aromatics from the heavy oil
extracted from the Campos Basin, which will reduce the import of oil products, such as naphtha.
The Gas & Energy accounted for 13.5% of total investments, an increase of 49.9% over 2007.
Such funds were invested primarily in expanding the pipeline network, especially the UrucuCoari-Manaus-Cabiúnas Vitória and Cacimbas-Catu, and construction of the LNG regasification
terminals in Pecém (Ceará), and Guanabara Bay (Rio de Janeiro), to support the sales of natural
gas and power set in the Strategic Plan.
This year, Petrobras Biocombustível S.A., a wholly owned subsidiary of Petrobras for the
development of ethanol, biodiesel and other related products and activities, expanding its
commitment to sustainable development associated with environmental and social responsibility
and enhancing its vision as an integrated energy company, was created. The company's goal is
become a national leader in biodiesel production and expand participation in the ethanol
business, to serve the Brazilian market, also aiming at the international market and taking into
account the importance of biofuels in the world geopolitical scene.
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In order to maintain its leadership in the Brazilian market, making Petrobras the brand of choice
of consumers, the company allocated 1.1% of total investments for distribution, with the largest
share of the projects implemented in the automotive market. In line with the Strategic Plan,
investments were directed to the expansion, modernization and maintenance of the retail
distribution infrastructure of by-products, so as to ensure better client service and delivering
products and services of high quality, providing increased market share.
For the international area 11.5% of the resources were allocated, aimed mainly at increasing
refining and distribution activities abroad, consolidating the company's presence in the
international market. The completion of the purchase of 87.5% stake in Nansei Sekiyu refinery in
Okinawa, Japan, which marks the company's entry into refining in Asia, was a major contribution
to this strategic positioning. Following the consolidation of the presence of Petrobras's fuel
distribution segment in Latin America, the purchase agreement of ExxonMobil's stake in Esso
Chile Petrolera was signed.
Social and Environmental Responsibility
Petrobras maintains a commitment to excellence in Social and Environmental Responsibility.
Even before the significant growth in operations in recent years, the volume of leaking oil and byproducts into the environment was 436 m³ in 2008, slightly higher than in 2007 (386 m³). This
volume is significantly below the maximum allowable limit of 694 m³. The Work Related Accident
Leave Rate, including company’s and contractor’s employees fell from 0.76 in 2007 to 0.59 in
2008.

Stock performance
Throughout 2008, the world stock markets were characterized by uncertainty and rising aversion
of economic agents’ risk. The intensification of the U.S. mortgage crisis, the consequent losses
recorded by international financial institutions and expectations of lower growth in the world
economy contributed to the deterioration scenario of the expectations of consumers and
investors, on a global scale.
For Petrobras, one of the consequences of the worsening of the global economic and financial
scenario was the reversal of the upward trend in the price of oil, which followed the trend of
other commodities. Given the prediction of lower global growth, the price of oil fell in the second
half of the year, from US$ 93.89 per barrel at the end of 2007 to US$ 41.76 per barrel at the end
of 2008, a 56% fall.
The uncertainty aura has led to high volatility in the stock markets, and despite the forecast that
the economies of developed countries would be most affected the stock markets of emerging
countries were exposed to a process of making profits. After successive annual earnings, the
deterioration of expectations promoted in 2008, significant declines in market values of
companies from different segments, which proved to be a movement of a general nature, not
directed to a particular market sector.
Despite the good results of the different segments of the company, the positive developments in
the operational field, and the various discoveries of oil and gas, cash flow and profit record of the
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year, shares and receipts of Petrobras were also the target of this realization gains effect in the
markets.
Common shares (PETR3) and preferred (PETR4), traded on the São Paulo Stock Exchange
(Bovespa), fell 48% in the year. On the New York Stock Exchange (NYSE), where ordinary receipts
(PBR) and preferred (PBR/A) are traded, losses were 57%. The differential loss between these
markets was linked mainly to the behavior of the exchange rate, which showed a significant
devaluation of the Real in the year.
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Falls in values of stocks and receipts were accompanied by increased financial trading volumes
both in the Brazilian and the American market. If in 2003 the daily volumes on the NYSE and
Bovespa reached about US$ 60 million, in 2008 this figure was close to US$ 2 billion. The increase
in trading volume on the NYSE shows that the company has growing and high liquidity in the
main world markets, fundraising ability and potential for recovery of its securities assets on an
instable and tightening credit scenario. During the year, shares of Petrobras and receipts were
the most traded on the Bovespa and NYSE.
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Increased shareholder base
On March 24, 2008, the proposed split of the shares representing the capital stock of Petrobras
was approved at the Extraordinary General Meeting. On April 25, for each share one new share
of the same kind has been granted. Same distribution ratio was observed for the case of receipts
traded in the U.S. market (ADRs). With the split of receipts and actions, the relationship the ratio
of two shares for each receipt was kept.
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A major objective of this development was the rise of the liquidity of these assets and the
shareholder base of Petrobras. Even in the environment of uncertainty, the equity base of the
company in the Dow rose 80% on year, from 190,952 in 2007 to 344,179 shareholders at the end
of 2008. Adding the holders of investment funds in shares of Petrobras (443,209), FGTS investors
(100,426) and holders of ADRs (about 82,000), the total of investors in securities assets linked to
the company reached almost 1 million at the end of the year.

In 2008, the company paid gross dividends of BRL$ 1.5360 per common or preferred share, for
the year 2007 action. Overall, the financial volume reached BRL$ 6.7 billion.

Corporate Governance
Petrobras adopts the best practices of corporate governance and is fully qualified to use the most
advanced tools of business management. In the quality of a public company, Petrobras is subject
to the rules of the Brazilian Securities Commission (CVM) and the São Paulo Stock Exchange
(Bovespa). Abroad, the company follows the standards of the Securities and Exchange
Commission (SEC) and the New York Stock Exchange (NYSE) in the United States; Latibex of the
Madrid Stock Exchange, Spain; and the Stock Exchange of Buenos Aires and the National
Securities Commission (CNV) in Argentina.
In addition to continuously improve the corporate governance practices, the company also
follows management procedures consistent with the standards of the markets it operates at,
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ensuring the adoption of international standards of transparency. This reinforces its credibility in
the market and improves its relationship with its stakeholders: shareholders, investors, clients,
suppliers, employees and society, among others.
Among the instruments available to ensure good corporate governance practices, the most
relevant are the Code of Good Practices and Code of Ethics. To avoid conflicts of interest,
Petrobras has a Code of Good Practices, which deals with internal policies such as the Policy on
Disclosure of Information on Relevant Act or Fact and Trading Policy in Securities, among others.
These policies relate to the use of privileged information and the conduct of officers and
employees of the Senior Management of Petrobras.
The Code of Ethics, in turn, clearly defines the ethical principles that guide the actions of the
Petrobras System, which include: respect for life, integrity, truth, honesty, justice, equity,
institutional loyalty, responsibility, merit, transparency, legality and impersonality. It is, therefore,
a public company's commitment to enforce these principles into concrete practices.
The Ethics Committee of Petrobras, designated by the Executive Board took office in 2008. The
Committee is linked to the Presidency and its goal is to promote ethics management in the
company, acting as a forum for discussion. The creation of the Committee gives a formal and
official character of the Ethics Management System at Petrobras.
In 2008, the Committee on Corporate Governance continued with follow-up and monitoring of
legislation and other relevant regulations, analyzing the adequacy and application of the
instruments of governance adopted in the company.
In compliance with SOX, Petrobras announces in its 20-F report (Form 20-F, required by the SEC)
that one of the nine members of the Board of Directors, elected at the Annual General Meeting
of April 4, 2008, is a financial specialist.

Internal Controls
Petrobras completed the Certification of Internal Controls 2007, in compliance with Section 404
of the Sarbanes-Oxley Act. The consolidated financial statements of Petrobras and PIFCo of 2007
were filed and certified in 2008, with unqualified opinion by the independent auditors, repeating
the success achieved in 2006.
With a view to certification for 2008, whose completion will occur in 2009, the area of internal
controls maintained assistance to managers of the companies in the scope of accreditation,
which concluded successfully, the self-assessment of internal controls. Tests conducted by the
Internal Audit units, linked to the Board of Directors, are in the final stages.
The company seeks to adopt global best practices in internal controls, including the integrated
management of controls at entity-level and processes; analysis and ongoing review of risk
mapping processes; the gradual extension of the essential controls to units of the company; and
the development of continuous training programs for managers in standardized concepts and
tools of process mapping and assessment of risks and controls.
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Information on other services other than audit by external auditor - CVM
Instruction 381/2003
Petrobras uses tools of business management based on its Code of Ethics, Code of Practice and
Corporate Governance Guidelines.
Article 29 of Company's Articles of Incorporation provides that the independent auditors may not
provide consulting services to Petrobras for the duration of the audit contract.
Petrobras has hired KPMG to provide Specialized Technical Services in Accounting Auditing for
fiscal years of 2006, 2007 and 2008, as of April 2006.
During 2008, KPMG Auditores Independentes provided the following services to Petrobras and its
subsidiaries and affiliates:
BRL$ Thousand
Accounting Audit ................................................
SOX Audit ..........................................................
Audit-related services ........................................
Audit Tax ...........................................................
Other .................................................................
Total services ....................................................

20,923
2,750
181
859
106
24,819

Corporate Governance Structure
The corporate governance structure of Petrobras is comprised of the Board of Directors and its
committees, the Executive Board, the Audit Committee, the Internal Auditing, the General
Ombudsman, the Business Committee and Management Committees.
Board of Directors

Collegial body having its autonomy within the prerogatives and responsibilities established by law
and by the company’s Articles of Incorporation. The main duties of the Board of Directors are to
set the strategic guidelines of the Company and supervise the acts of the Executive Board. The
directors are elected at the Annual General Meeting for a term of one year, formed by nine
members, and re-election is permitted. Seven directors represent the controlling shareholder;
one represents the minority shareholders of common shares; and the other represents the
holders of preferred shares.
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Executive Board
Responsible for carrying on the business management, in line with the mission, objectives,
strategies and policies established by the Board of Directors. The board is composed of the
President and six officers that can be removed from office at any time. The officers are elected by
the Board of Directors for terms of three years and re-election is permitted. Only the president of
the Executive Board is also a member of the Board of Directors, but not chairing it.
Fiscal Council
A permanent and independent committee, as provided by the Corporations Act, composed of
five members, with one-year term, reelection permitted. One member represents the minority
shareholders, another represents the holders of preferred shares and three of them act on behalf
of the Federal Government – being one appointed by the Minister of Finance, as a representative
of the National Treasury. The Fiscal Council is responsible for representing the shareholders in an
auditing manner, monitoring the actions of the management and monitoring compliance with
legal and statutory duties and protecting the interests of the Company and its shareholders.
Internal Auditing
The internal audit plans and performs the audit activities of the Petrobras System. Advises senior
management in achieving the objectives defined in the Strategic Plan through a systematic,
disciplined approach for evaluating and improving the effectiveness of procedures for risk
management, control and corporate governance. As of 2006, the implementation of internal
control tests was included in the auditing activities aimed specifically at certification required by
Sarbanes-Oxley Act.
The Company also has external auditors, appointed by the Board of Directors, with services
restricted to the provision of consultancy services. A rotation of the hired external audit firm at
every five years is mandatory.
General Ombudsman
Petrobras’ General Ombudsman, linked to the Board of Directors, plans, directs, coordinates and
evaluates activities aimed at gathering the opinions, suggestions, criticisms, complaints and
reports from the Company's stakeholders, promoting the verification and resulting actions to be
taken. This unit is responsible to act as a channel for receiving and processing complaints
regarding accounting, internal controls and auditing matters, including confidential and
anonymous submission by employees in order to meet the requirements of the Sarbanes-Oxley
Act.
Committees of the Board of Directors
Three committees were established, namely: Audit, Environment, Remuneration and Succession.
Its members are part of the Board of Directors and provide advice on compliance with the
guiding and directing responsibilities of the Company.
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Audit Committee
In full compliance with the requirements of the Sarbanes-Oxley Act, the committee is composed
of three independent members of the Board of Directors, its chairman being a financial expert according to the definitions of the Securities and Exchange Commission (SEC). The committees’
function is to analyze issues related to the integrity of financial reporting under U.S. GAAP and
the effectiveness of internal controls, as well as overseeing the external and internal auditors of
Petrobras.
Business Committee
An integration forum that aims at promoting the alignment between business development,
management of the Company and the guidelines of the Strategic Plan, supporting the decision
making process of senior management.
Management Committees
Consist of forums designed for the deepening and refinement of topics to be presented to the
Business Committee. The management committees work in partnership with the business
committee and such partnership is also evident between the Management Committees and the
Committees of the Board of Directors.
The Company currently has the following management committees: Exploration and Production;
Downstream; Gas and Energy; Human Resources; Safety, Environment and Health; Analysis of
Organization and Management; Information Technology; Internal Controls; Risks; Petrobras
Technology; Social and Environmental Responsibility; Brands and Marketing.

Risk Management
Petrobras is exposed to market risks, such as the price of oil and its by-products, domestic and
foreign interest rates and exchange rate. Such risk is inherent to the industry activities, and
management is aligned with corporate objectives and goals.
The whole risk management integrated structure - consisting of policies and guidelines from
instructions given by senior executives, the Risk Management Committee and identification,
quantification, response and risk control systems - evolves continuously, following the most
advanced practices of governance, in search of balance between the degree of risk tolerance,
and goals for growth and profitability expectation proposed in the Business Plan.

Market risks
While managing the market risks of oil and its by-products from the periodic and systematic
review of the consolidated net exposure to price risk, the Company maintained the practice of
limiting transactions with by-products to specific short-term transactions of up to six months. In
doing so, the company uses future contracts, swaps and options to protect the result of some
physical operations, complying with the limits of a specific guideline for risk management of
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commodities. Similarly, in relation to exposures related to exchange and interest rates, cash
positions, debt and commercial transactions to quantify the net exposure of the company and
possible action in the by-products market are considered.
Petrobras adopts a restrictive policy of risk management on the use of derivative instruments,
limiting its use only to protection operations under strict control.

Credit
The company has a policy of granting and review of credits of their clients, in accordance with the
provisions of the Sarbanes-Oxley (SOX). Credits are approved after examination, according to
competence levels, including the Credit Commission and the financial and commercial officers of
the contact area of the client.
The control of credit utilization by clients at home and abroad, is done centrally, contemplating
Petrobras International Finance Company (PifCo), Petrobras Finance Limited (PFL), Petrobras
Singapore Private Limited (PSPL) and Petrobras International BRASPETRO BV (PIB BV) subsidiaries
in Rotterdam.
The procedures for granting and credit control are improved constantly, to better support the
sustainable growth of commercial activity, especially abroad, enabling closer ties with clients and
the use of credit as a trade instrument.
Due to the world crisis, the company is even more cautious in extending credit to its clients, with
the goal of maintaining extremely low default.
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Insurance
The final premium of the main policies of Petrobras (operational risks and risks of oil), in absolute
terms, increased by 7% in 2008, totaling US$ 27.9 million. As the value of the insured assets grew
28% to US$ 61.3 billion, there was a relative reduction of the award at the order of 17%.

Petrobras' policy in relation to the insurance market, both in Brazil and abroad, establishes a
permanent dissemination of risk management practices and agile and transparent
communication of relevant information on claims.
The company takes significant portion of the risk by hiring franchises that can reach US$ 50
million. Petrobras does not take insurance for loss of profits, control of well and pipeline network
in Brazil. Platforms, refineries and other facilities are covered by insurance policies of operational
risks and risks of oil.
Projects and facilities under construction with potential maximum probable damage exceeding
US$ 50 million are protected by engineering risk insurance issued by the company or by
contractors. The handling of load is covered with transportation policies, while the vessels are
protected by hull and machinery insurance. Civil liability and environmental risks are also
covered. For insurance purposes, the assets are assessed according to its replacement cost. The
maximum indemnity limit (LMI) of operating risk policy is US$ 800 million, considering the
maximum probable damage of the premises. The LMI insurance policy risks for oil is US$ 1.1
billion, the largest replacement value of Petrobras' platforms.
Most of the company risk is reinsured in the international market. Activities abroad are insured or
reinsured in part by Bear Insurance Co. Ltd., captive insurance Petrobras, based in Bermuda.
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Financing
Corporate financing
The year 2008 showed high volatility in financial markets, especially in the second half, when the
effects of the crisis that started in the U.S. mortgage market spread to the global economy. The
effects of the crisis have intensified in the financial sector and caused impacts on the actual
economy. This drastically reduced the opportunities for access to the credit market, raising costs
for new operations.
Even so, Petrobras has been successful in implementing its funding plan in 2008 and maintained
throughout the year, the strategy of seeking opportunities to access the market when volatility
and costs were at lower levels. The international capital market, Petrobras International Finance
Company (PIFCo), a wholly owned subsidiary of Petrobras, reopened in January 2008 his title with
a coupon of 5.875% and maturing in March 2018. The reopening amount was US$ 750 million,
and the return offered to investors reached 5,860% per year. This issue was considered a
success, reaching the lowest historical cost of a Brazilian company in the debt market in dollars,
being distributed to more than 60 investors, most devoted to fixed income market companies
with investment grade.
In the domestic market, the company raised BRL$ 400 million through private placements of
Certificates of Real Estate Receivables (CRI), acquired in its entirety by financial institutions. These
funds were allocated to two projects: expansion of the dry dock in Rio Grande do Sul, to enable
the construction and repair of more platforms, and construction of the new headquarters in the
city of Vitoria. Even before a retracted capital market, the cost of these funding has proved very
attractive, and the repayment period was 15 years. About BRL$ 300 million will still be needed for
the completion of the building in Vitória, which Petrobras intends to raise in the capital markets,
depending on the conditions presented.
In the banking market, 2008 was marked by consistent return of Petrobras to funds in the
domestic market, driven by international credit constraint and the flexibilities within the limits of
the Brazilian banking system to grant loan to the company. Transactions were made in Brazilian
Real, totaling an equivalent of US$ 2.86 billion. In the international banking market, lines in the
amount of US$ 580 million were contracted. In both markets, the keynote of employment was to
meet the strategic objectives of Petrobras and provide the company’s cash with the necessary
resources to the activities of the company. The hiring of these resources was performed with
competitive prices, taking into account market changes resulting from the international crisis.
In financing made by Export Credit Agencies – ECA, Petrobras, through PNBV, raised US$ 1.5
billion. Of this total, US$ 200 million was financed by BNP Paribas (France), Sumitomo (Japan) and
BBVA (Spain), with credit insurance by Sace, an Italian agency; about US$ 800 million were raised
from Japanese banks Sumitomo, Mizuho and Tokyo Mitsubishi, with credit insurance by Nexi, a
Japanese agency; and US$ 500 million was financed by EDC, a Canadian agency.
In order to support the company's business, bank guarantees were contracted in domestic and
international markets, totaling US$ 10.3 billion, 52.1% above the previous year.
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Structured Financing
In the Gas and Energy area, the National Bank for Economic and Social Development (BNDES)
disbursed US$ 750 million to Gasene project (Southeast-Northeast interconnection pipeline)
related to the transfer operation of the China Development Bank. In February, bridge loans
previously contracted with BNDES were settled with long-term financing resources contracted in
December 2007 with the same bank.
The Companhia Mexilhão do Brasil (CMB), a special purpose entity (SPE), signed a financing
contract with BNDES in the amount of BRL$ 528 million already disbursed for the construction of
Mexilhão 1 Platform (PMXL-1), to be operated by Petrobras. The funding will be valid during the
construction phase of the platform, and may later be replaced by another long-term contract.
Regarding Urucu-Coari-Manaus, BNDES disbursed BRL$ 1.03 billion over 2008, referring to the
long-term BRL$ 2.49 billion worth financing line contracted on December 2007.
Additionally, the initial steps to financial fitness of some projects were carried out, aiming to
structure future borrowings during the year 2009. Among the projects worked out for this
purpose, are the Belém Project, CBIO Itarumã Project, the Comperj Utilities Center and Suape
Port.

Human Resources
The high investments in training and development, the hiring of new employees and concern for
sustainability distinguished the work of Human Resources in 2008. External recognition for such
effort was manifested by mean of the awards received. For the fourth consecutive year,
Petrobras was elected " the Dream Company of Young Brazilians" in a spontaneous survey made
by Talentos Company. According to the survey, the desires and expectations of young people are
formed by factors such as good pay and benefits, work infrastructure, professional growth, good
image in the market, investment and training courses. Petrobras also received the Top of Mind
HR Award 2008 in the category of Talent Retention Program. The award recognizes companies
for being recalled by a certain segment of society. For the third consecutive year, Petrobras was
benchmark in "Human Capital Development" aspect, the Dow Jones Sustainability Index (DJSI).
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Work force evolution
In order to follow the growth of the company and meet the goals of the 2009-2013 Business Plan,
Petrobras held three selection processes in 2008, registering at one of a record in application
number: 451,712 candidates competed for 2,611 spots in the whole country. The company
ended the year with a total of 55,199 employees and 5,565 professionals were hired in 2008.
Considering the entire Company, including subsidiaries and affiliates and overseas units, the
workforce totaled 74,240 employees.
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Multidisciplinary Healthcare
With a cost of BRL$ 599 million to the company in consultations, examinations and admissions in
2008, a total of 121000 beneficiaries, including employees, dependents, and retirees was assisted
in 21 thousand assistance units of Multidisciplinary Healthcare (AMS).

Educational benefits
In 2008, Petrobras adjusted the table of educational benefits and revised the percentages applied
to the repayment of the Education allowance, which includes Day Care, Preschool, Primary and
Secondary Education. The company invested BRL$ 130.6 million in these benefits, assisting
29,880 children of 21,627 employees.
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Collective Bargaining Agreement
After negotiations with the unions, Petrobras signed the Collective Bargaining Agreement 2008
relating to the economic clauses. Pay scales were corrected for 6.17% (IPCA), and the Minimum
Remuneration according to Skills and Regime was adjusted in 9.89%. A bonus in the amount of a
month salary was also paid. Social clauses included in the Collective Bargaining Agreement 2007,
which are valid for two years were maintained.

Wage Policy
In addition to fixed remuneration of its employees, consisting of expenses with salaries, benefits,
and additional charges, Petrobras also considers as cost with personnel the expenses related to
supplementary pension benefits, Multidisciplinary Healthcare (AMS) and Educational Assistance.
Personnel costs in 2008 totaled BRL$ 9.9 billion, 14% above the previous year. In addition to the
wage increase and expansion of 10% of the workforce, the vegetative growth of payroll, due to
annual supplementary bonus and career progression of employees also contributed to the
increase in personnel cost. Considering the entire Petrobras system, with its subsidiaries and
affiliated companies and overseas units, this value reached BRL$ 12.9 billion.
The Participation in Profits and Results for the year 2007 was distributed to all employees of
Petrobras in Brazil in two installments, paid in January and August 2008, totaling BRL$ 1 billion.
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Organizational Environment
Petrobras holds an annual Organizational Environment Survey, which allows employees to
express their opinions and expectations of the company, indicating improvements that can be
implemented in working conditions and employee-company relationship. The 2008 findings of
the survey that measures the Employee Satisfaction Index (ISE) and Level of Commitment to the
Company (NCE) will be released in 2009.

Human Resources Development
Once again, the Human Resource Development secured HR actions, leading to an investment of
BRL$ 219.1 million, which resulted in 190,923 participations of employees in training courses.
The average annual Trained Man-Hour (HHT) per employee in 2008 was 103 hours, higher 30
hours in companies of the United States and Asia, 36 in Europe, 37.5 in Brazil, according to
studies by the American Society for Training and Development and the Brazilian Association of
Training and Development.
Much of these development actions are performed at Petrobras University (UP). In 2008 the new
building of the UP in Rio de Janeiro was inaugurated. The facility was built based on the most
current concepts of sustainability. This building has 107 classrooms, including nine special
laboratories and 25 computer labs, and also 35 distance education cabins and 27 tutoring rooms.
Ratifying the level of excellence of Petrobras University, the National Council of Special Education
has approved the accreditation of the Petrobras Corporate Educational System to provide
specialization courses at post-graduation level in Oil and Natural Gas Engineering, Petroleum
Geophysics and Natural Gas, and Processing of Oil and Natural Gas. With the accreditation, UP is
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officially recognized by the Ministry of Education, and diplomas awarded to the three courses
have the same validity of any university recognized by the Brazilian Federal Government.
Among external initiatives, HR department in a partnership with Fundação Dom Cabral,
developed and presented in the General Meeting of the Globally Responsible Leadership
Initiative Foundation a methodology for the formation of globally responsible leaders, based on
the principles of the UN Global Compact.

BUSINESS
Exploration and Production
The success of exploration activities in the pre-salt section of the Brazilian sedimentary basins of
South and Southeast marked the year 2008. Based on this success Petrobras will build the
foundations that will sustain the growth of oil production in the coming decades.
In August the company found significant accumulation of light oil and natural gas in the Santos
Basin, with estimated recoverable volume between 3 and 4 billion barrels of oil equivalent (boe)
in the area known as Iara (original block BM-S-11). The discovery was a result of the drilling of
well 1-RJS-656, approximately 230 km off the coast of the city of Rio de Janeiro, at a depth of
2,230 meters. The new area adds to the Tupi discovery in 2006 in the same block, with estimated
recoverable volume between 5 and 8 billion boe, as announced in November 2007. Petrobras
holds 65% of the concession in partnership with BG Group and Galp Energia in the area. BG
Group and Galp Energia participate with 25% and 10%, respectively.
Further in the Santos Basin, the company identified the presence of light oil (28 º API) in the area
known as Guará, in the pre-salt section. The deposit is located in the BM-S-9 block, operated by
Petrobras (45%), in partnership with BG Group (30%) and Repsol YPF (25%). In the same basin,
the company announced in 2008 the discovery of natural gas and condensate in the Jupiter area,
located in the BM-S-24 block, operated by Petrobras (80%) in partnership with Galp Energia
(20%). In addition, the consortium formed by Petrobras (66%), Shell (20%) and Galp Energia
(14%) proved the presence of oil in pre-salt reservoirs in Block BMS-8 (Bem-te-Vi), in ultra-deep
waters in the Santos Basin.
In Espírito Santo coast, north of the Campos Basin, two important discoveries were made in presalt section of Parque das Baleias, in the fields of Baleia Azul and Baleia Franca, with an estimated
recoverable volume of 1.5 to 2 billion total boe (30 º API). The total estimated volume of oil in the
Parque das Baleias area, including the reservoirs above and below the salt layer, reaches
approximately 3.5 billion boe.
In September, with the beginning of extended well test of well 1-ESS-103A, connected to the P34 platform in the field of Jubarte, northern of Campos Basin, the company began production in
pre-salt section of coastline of Espírito Santo.
Throughout the year, two new platforms began operations in the Campos Basin. In April, the
FPSO Cidade do Rio das Ostras began operating in the Badejo field. This is the first unit designed
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to produce extra-heavy oil, with production capacity of 15,000 bpd and storage of up to 200
thousand barrels of oil. In November, in the Marlim Leste field, the P-53 platform began
operating, with production capacity of 180 thousand bpd of oil and 6 million m³/d of natural gas.
In 2008, these two projects, together with increased production from platforms installed in 2007
(FPSO Rio de Janeiro, Piranema, FPSO Cidade de Vitória, P-52 and P-54), offset all the natural
decline in production and also assured the company an increase of 3.5% in the production of oil
and NGL, which averaged 1.855 million bpd.
During the year 373 wells were drilled and completed for production development, including 345
onshore and 28 offshore. In exploration, 135 wells were drilled, being 88 onshore and 47
offshore, of which 37 are awaiting evaluation. The exploratory success rate was 44%.
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The average extraction cost without government participation, was US$ 9.26 per boe, an increase
of 20.3% over the previous year. Taking into account government participation, the cost was US$
26.08 per boe, 34.5% higher than in 2007. In Reais, the average extraction cost was BRL$ 17.08,
14.8% higher than in previous year. Including government participation, the cost was BRL$ 47.61
an increase of 28.6% compared to 2007. Difference between the cost in dollars and real resulted
from the appreciation in 6% of the real against the U.S. dollar (average dollar) compared with the
previous period.
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Natural Gas Production
The supply of natural gas in Brazil, registered a significant growth in the year. The main reason for
that was the expansion of the capacity of the gas flow and the entry into operation of the P-52
and P-54 platforms in the Roncador field, in late 2007, and new production systems installed in
the Peroá field.
The natural gas production totaled 51.1 million m³/d, an increase of 17,8% over 2007. Such
growth is expected to remain in 2009 with the start of operation of the P-53 platform at the end
of 2008 and P-51 platform, in early 2009, in addition to continuing the implementation of
projects under the Gas Production Anticipation Plan (Plangás).

The challenge of the pre-salt
The pre-salt section of the sedimentary basins of Southeast and South extends, heterogeneously,
from southern Santos Basin to north of the Campos Basin, an area of approximately 800 km long
by 200 km wide, in deep and ultradeep waters.
The Santos basin Pre-salt Complex comprises of the remaining areas of blocks BM-S-8, BM-S-9,
BM-S-10, BM-S-11, BM-S-21, BM-S-22 and BM-S-24. This complex is located about 300 km from
the state of Rio de Janeiro coast and around 350 km from the state of São Paulo coast, in
ultradeep waters with depths ranging from 1900 to 2400 meters.
With the exception of block BM-S-24 (Jupiter), all others have evaluation plans approved by the
ANP. These plans provide for the drilling of 22 appraisal wells in the area over the next five years,
along with the performance of seven extended well tests (EWT).
Further in the pre-salt Santos Basin, where Petrobras holds about 60% of the economic interests,
the expectation is that oil production reaches the milestone of 1 million bpd in 2017, only 12
years after the Parati discovery in block BM-S-10 in 2005.
The findings in the pre-salt section north of the Campos Basin (Parque das Baleias), where
Petrobras holds all economic interests, confirm the potential of the entire length of the pre-salt
section in the basins of the South and Southeast of Brazil.
Due to the magnitude and impact of the various businesses of the company, the pre-salt Santos
Basin complex will require that the design of Development strategies, as well as the planning and
execution of projects to be conducted in an integrated manner, involving all areas of the
company.
To coordinate this complex challenge, Petrobras created in 2008 an executive management in
Exploration and Production dedicated to planning and defining the development strategy for this
new exploration frontier. The Master Plan for Integrated Development of the Pre-Salt (Plansal),
to leverage the benefits of an integrated vision and long term planning was also developed.
The main objective of Plansal is to identify and prioritize the set of strategies to be implemented
in the impacted areas, considering the initial knowledge stage of the characteristics of the newly
discovered accumulations of oil and the conditions of the oil industry in Brazil, especially on
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regulatory, market and supply of critical resources.
Among the opportunities created by the development of pre-salt layer are:
•

•
•
•

Creation of knowledge, technology programs and partnerships with universities and
research institutes, strengthening the integration with Brazilian and international
technical community;
Expansion of employment opportunities, with the training of skilled labor force;
New solutions of units, systems and production centers (equipment and logistics);
Development of basic industry and expansion of engineering companies, marine and
related industry and big rigs.

Other oil and gas discoveries
In addition to the findings in the pre-salt section, Petrobras obtained significant success in
exploration in other areas in Brazil.
The BMS-40 block, in the shallow waters of the Santos Basin, revealed an accumulation of light oil
in the area known as Tiro. A test performed by Petrobras - exclusive licensee of the block confirmed a potential production estimated at 12,000 bpd. A second discovery of light oil
occurred in the same block, also in shallow water, 9.3 km from Tiro, in Sidon area. Preliminary
data from these two areas suggest a recoverable volume of approximately 150 million boe in this
block.
However, in the Espírito Santo Basin another discovery in the field of Dolphin was performed by
means of well 4-GLF-23-ESS. The estimates indicate a potential of 60 million barrels of
recoverable oil. And in the southern part of the Jequitinhonha Basin, drilling of well 1-BAS-147
confirmed the presence of hydrocarbons in reservoirs above the salt layer and about 3,630
meters deep. The well is located in concession BM-J-3, in which Petrobras (operator) and
StatoilHydro are partners, with 60% and 40%, respectively. This block is situated 74 km from the
coast of state of Bahia, at a water depth of 2354 meters. This discovery opens up great prospects
for this basin, where Petrobras has two exploration concessions, BM-4 and BM-J-J-5, with 100%
participation.

Offshore and Onshore Areas
Petrobras reported to the National Agency of Petroleum, Natural Gas and Biofuels (ANP), in 2008,
the commercial viability of 18 discoveries, including 17 onshore and one offshore. All onshore
areas were incorporated into neighboring fields already in production. Of these, three are located
in Potiguar Basin, five in Sergipe-Alagoas, one in Reconcavo and six on the Espírito Santo. Also
onshore, the commercial viability of fields of Corruíra in the Espírito Santo Basin, and Mutum, in
the Sergipe-Alagoas Basin was declared. The offshore gas field in the area of North Camarupim, a
continuation of Camarupim field in the northern part of the Espírito Santo Basin, was declared
commercial.
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New exploration blocks
In the tenth round of ANP bidding, in December 2008, Petrobras acquired 27 exploration blocks,
equivalent to 50% of the 54 available blocks, totaling 20,300 km2. The bonuses offered by the
company and its partners totaled BRL$ 56.7 million. Of this total, BRL$ 40 million correspond to
the portion of Petrobras. Of the 27 blocks, the company is the operator of 22, 5 in partnerships
and 17 with exclusive rights. In the other 5 blocks operation is up to their partners.
The portfolio of exploration concessions of the company, with purchases and returns made in
2008, now has 265 blocks, totaling 142,300 km². In addition to that, 35 other areas in operation,
with 12,700 km ² are undergoing discovery evaluation. The current exploration area of Petrobras
totals 155,000 km ².

Proven reserves
The proven reserves of oil, condensate and natural gas of Petrobras in Brazil reached 14.09 billion
boe in 2008 according ANP/SPE criterion, which corresponds to a volume increase of 1.2% over
the previous year. A total of 920 million boe in reserves were allocated and 747 million boe
produced, adding to the company's proved reserves of 173 million boe. With this merger, the
Reserves Replacement Ratio (IRR) remained at 123%. This means that for every barrel of oil
produced in the year 1.23 barrel was added to reserves. The indicator reserve/production (R/P)
decreased from 19.6 to 18.9 years.
The allocations in existing fields in 2008 by means of increased recovery projects were partly
responsible for the increase in proven reserves. The discoveries in exploratory blocks
incorporated into existing production fields also contributed to this result. The Espírito Santo presalt added 128 million boe to proven reserves.
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Projects for the future
The discoveries in the pre-salt layer will deserve special attention, starting with the extended well
test (EWT) in the Tupi field in 2009. The FPSO BW Cidade de São Vicente, with production
capacity of 30,000 bpd will be used in this test.
In 2009, four new systems should start producing in the Campos Basin:
•

•

Marlim Sul, Module 2 – the startup of the P-51, the first platform entirely built in Brazil,
with investments exceeding US$ 1 billion and capacity to produce 180,000 bpd of oil and
6 million cubic meters/day of natural gas is planned;
Marlim Leste field - the entry into operation of FPSO Cidade de Niterói, with capacity to

Report of Activities – 2008

40

•

•

produce 100,000 bpd of oil and 3.5 million m³/d of natural gas is planned;
Frade Field - the FPSO Frade will start production, with capacity of 100 thousand bpd of oil
and 2.5 million m³/d of natural gas, operated by Chevron, with participation of Petrobras
30%;
Parque das Conchas (area formed by Ostra, Abalone and Argonauta fields) - the FPSO
Espirito Santo is expected to start production, with capacity of 100 thousand bpd of oil
and 1.4 million m³/d of natural gas, operated by Shell, with Petrobras share of 35%.

The production of natural gas will also expand with several production projects of non-associated
gas. Three of these projects are part of Plangás: the FPSO Cidade de São Mateus, with capacity of
10 million m³/d, in Camarupim field (Espírito Santo Basin); the connection of a well in Canapu
field to the FPSO Cidade de Vitória (Espírito Santo Basin), with a capacity of 2 million m³/d; and
interconnection of a Lagosta well to Merluza platform (Santos Basin), with 1.8 million m³/d.
Also in 2009, at the Manati field in the state of Bahia, the platform will have a production
capacity expanded to 8 million m³/day of natural gas.

Refining and Marketing
Refining
In 2008, 11 Petrobras refineries installed in the country processed 1.765 million bpd of feedstock
and produced 1.787 million bpd of oil by-products, using, on average, 90.9% of its refining
capacity. From the total volume of oil processed, 77.9% came from Brazilian fields.
In July, a program was created to maximize production of diesel from the optimization of the
operating conditions of the refineries. With this program, Petrobras stopped importing 4.9
million barrels of diesel, which corresponded to savings of US$ 457 million.
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Petrobras has been investing in new refinery units and in technological improvements to convert
the heavy oil produced in Brazil into higher value by-products. These investments are more
urgent due to increased domestic production with heavy oil profile. In 2008, the delayed coking
unit of Duque de Caxias Refinery (Reduc) went into production. In 2009, the same will occur in
the Henrique Lage Refinery (Revap) and, in 2011, at the President Getúlio Vargas (Repar).
These investments provide greater flexibility to the company to set the basket of by-products to
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be produced according to demand and prices of the market and may opt for the use of imported
oil, which is lighter and allows the production of higher value by-products - or for heavy oil
refining.
Improving quality of products received major investments in 2008. Currently, projects for diesel
quality are in progress at - Henrique Lage refinery (Revap), Getulio Vargas (Repar), Capuava
(Recap) and Landulpho Alves (RLAM) - and for gasoline at refineries of Presidente Bernardes
(RPBC) Duque de Caxias (Reduc), Gabriel Passos (Regap), Landulpho Alves (RLAM), Getulio Vargas
(Repar), Henrique Lage (Revap), Capuava (Recap) and Paulinia (replan).
In 2008, projects have been completed at the Gabriel Passos and Getúlio Vargas refineries in
order to adopt the HBIO technology, which enables the inclusion of vegetable oil in diesel flow,
resulting in a high purity product. The Presidente Bernardes, Henrique Lage, Duque de Caxias and
Paulinia refineries are also adopting the use of this technology pioneered by Petrobras, which
brings advances in diesel fuel quality and environmental protection.
Also the ability to produce propylene, a product with high added value, increased with the entry
into operation of the unit of propylene at Henrique Lage Refinery, and investments and process
optimizations in Capuava Refinery, leading Petrobras to supply 335 921 tonnes to the market.
With the addition of the 64,689 tons produced by Refap S.A., the supply totaled 400,610 tonnes.
The propylene units of Gabriel Passos (Regap) and Paulinia (replan) refineries, with start of
production scheduled for 2009, will add 370,000 annual tons to the installed capacity of
Petrobras.

New Developments
Expected to operate at full capacity in 2011, Nordeste Refinery (Abreu e Lima Refinery) in
Pernambuco, will have capacity to process up to 230,000 barrels of heavy crude and will produce
up to 162,000 bpd of diesel, its flagship product. The refinery will also produce LPG, naphtha, fuel
oil for ships and petroleum coke.
65% of the earthworks were performed, and the executive project will be completed in 2009.
Bidding procedures for the construction of processing plants and utilities should also be
completed in 2009, in continuation of the equipment procurement process.
Premium refineries
Petrobras will build two premium refineries to produce high quality, low sulfur by products from
the processing of heavy oil and acid. The production profile of these refineries is basically related
to diesel, and also for the production of LPG, naphtha, fuel oil, asphalt and jet fuel. Part of the
coke produced is consumed within the units themselves for hydrogen generation and energy.
The Premium I Refinery will be built in Maranhão and will process 600,000 bpd, with startup of
the first phase scheduled for 2013, and the second phase for 2015. Premium II will be built in
Ceará, in Industrial and Port Complex of Pecém, with processing capacity of 300,000 bpd, and
start-up of the first phase projected for 2014, and the second in 2016.
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Sales & Marketing
The increase in domestic oil production, full use of the logistics structure in Brazil and abroad and
the use of external commercial opportunities allowed Petrobras to achieve excellent results in
marketing, both domestically and in the export in 2008.
Domestic Market
In 2008, Petrobras sold 1.748 million bpd of oil in the domestic market, an increase of 1.3% over
2007. The company set a record for sales in October, the month in which the effects of the
international crisis on sales began to be felt, with a sales volume of 1.779 million bpd.
The main products in sales volume were diesel oil, gasoline, LPG, naphtha, fuel oil and jet fuel.
The latter recorded the highest percentage sales growth (7.1%), due to the good performance of
the national economy, the average valuation of the real and the increased number of flights,
especially international.
Diesel sales rose 6.1%, outpacing the growth of the Brazilian economy. The supply to meet the
thermoelectric need early in the year, as well as GDP growth, the grain and cane sugar harvest
and investment in public works were the primary factors that drove sales of that product.
Sales of gasoline rose 4.3%, reflecting growth of almost 60% of the flex-fuel vehicles, thus
offsetting the drop in the fleet exclusively powered by gasoline. This behavior of the automobile
market, however, contributed more to the significant increase in ethanol consumption.
Furthermore, there was strong growth in household consumption, reflecting an increase in family
income.
Sales of LPG rose by 3.4%, a result linked to population growth, higher household consumption
and increased industrial use. Sales of fuel oil (bunker not included) decreased by 9.4%, primarily
affected by the substitution of the product by other energy sources. The naphtha sales fell by 9%,
mainly due to shutdowns of petrochemical plants throughout the year.

Exports x imports
Oil exports in 2008 reached the unprecedented mark of 439 thousand bpd, an increase of 24.4%
over the previous year; export of by-products fell 10.7%, to 234,000 bpd. Oil imports totaled
373,000 bpd, down 4.4%, while the by-products increased by 33.1% to 197,000 bpd.
Throughout the year, the largest economic activity in the country reflected in the levels of foreign
trade of by-products. Despite continued investment in refining capacity and increased
production, Petrobras kept its profile importer of middle distillates (diesel and jet fuel) and
exporter of gasoline.
Compared to diesel, the import was around 100,000 bpd, indicating a growth of 20.5% over
2007, with producers of the Middle and Far East as the main suppliers. Jet Fuel recorded the
most significant increase in imports (92.9%), totaling 26,500 bpd.
Report of Activities – 2008

44

Regarding exports, gasoline remains the most representative product, accounting for 40,000 bpd
in 2008, down 31.4% compared to 2007. Such behavior of gasoline exports is consistent with the
growth in domestic demand and also with shutdowns in some units of Petrobras refineries.
The offshore oil operations and by-products made entirely abroad reached an average of 552
thousand bpd, 5.8% lower than in 2007. However, the consolidation of low sulfur bunker
operations in northwest Europe raised the product sales in 51% in 2008.
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New Products
Petrobras launched the Add Cleaner, a fuel oil with additives dispersing and detergent action.
Tests held in the Combustion laboratories of the Institute of Technological Research (IPT) of the
state of São Paulo indicated a reduction of 68% in the emission of particulate matter compared
to an ordinary fuel oil.

Petrochemicals and Fertilizers
Petrobras has consolidated its presence in the petrochemical industry, a strategic segment that
diversifies the product portfolio and enhances oil and natural gas.
In June 2008, Petrobras, Petroquisa and Unipar gathered under Quattor Participações (initially
called Sociedade Petroquímica do Sudeste) all assets related to the investment agreement: 75%
of the total capital share of Rio Polímeros, 76.6% of the total capital of Suzano petrochemical,
77.2% of the total capital of petrochemical Union, 99.9% of the total capital share of Polietilenos
União, and all assets, rights and obligations that relate to the operation of Unipar Chemistry
Division (UDQ).
Quattor Participações became to be controlled by Unipar with 60% of the voting and total capital
of the company. Petrobras' participation in Quattor Participações increased to 40% of the voting
and total capital spread between Petrobras and Petroquisa in 31.9% and 8.1%, respectively.
Throughout 2008, Quattor Participações promoted went public by offering shares in Quattor
Petroquímica (formerly Suzano Petroquímica) and União Petroquímica, increasing its stake in
these companies. Moreover, these operations resulted in the disruption of the Corporate
Governance Practices Level 2 of Bovespa in Quattor and in the cancellation of registration as a
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public company of Petroquímica União
At the end of the year, Quattor Participações held 75% of the total capital of Rio Polímeros,
99.3% of the total capital of Quattor Petroquímica, 99.2% of the total capital of the União
Petroquímica and 100% of total capital of Polietilenos União, in addition to all assets, rights and
obligations related to the operation of UDQ.
On May 30, the first phase of the consolidation of petrochemical assets resulting from the
investment agreement signed on November 30, 2007 by Petrobras, Petroquisa, Odebrecht and
Braskem Norquisa process and amendments on May 14, 2008, was completed. During this phase,
Petrobras and Braskem Petroquisa transferred, through its wholly owned subsidiary Grust
Holdings S.A., its stakes in several petrochemical assets: 36.5% of the total capital of Copesul;
40% of the total share capital of Ipiranga Química S.A. (IQ) and Petrochemical Ipiranga S.A. (IPQ);
and 40% of the total capital of Petroquímica S.A. (PPSA). With these operations and the
subsequent cancellation of treasury shares, Petrobras, together with Petroquisa, increased its
share from 8.1% to 31% in the voting share capital (6.8% to 23.8% total capital).
In line with the Investment Agreement and the completion of the first phase of the consolidation
process, Petrobras, Petroquisa, Odebrecht and Norquisa signed a new shareholders' agreement
of Braskem, which extended the corporate governance standards and enabled greater
participation of Petrobras in the decision making process, which allowed the appointment of
three directors to the Board of Directors (BoD) and representatives for all advisory committees to
the BoD.
On September 30, Braskem completed an important step in the consolidation of the Brazilian
petrochemical assets, with the incorporation of the PPSA, IPQ and indirectly of Copesul itself,
merged into IPQ on September 11. The mergers promote the simplification of the corporate
structure, favoring the expansion of the company's competitiveness and strengthening the
domestic petrochemical industry.

Projects
Petrochemical Complex of Rio de Janeiro (Comperj) – The complex will process 150 thousand bpd
of oil for production of petrochemical raw materials and by-products from 2012. In addition to
the basic petrochemical unit (BPU), utilities central and second generation units, COMPERJ will
hold a center for training of workers and companies and a distribution center for liquid products
for loading terminals in Guanabara Bay. The earthworks are in progress.
Petrochemical Company of Pernambuco (PetroquímicaSuape) - In August, Citene, Petroquisa
partner in the venture, has indicated its intention to withdraw from society. To avoid prejudicing
the startup scheduled for 2010, Petroquisa acquired in September, the participation of Citene,
becoming 100% holder of the capital. In 2008, we initiated the phases of construction and
industrial assembly.
Integrated Textile Company of Pernambuco (Citepe) - Petroquisa acquired the interest of Citene
and now holds all the shares in the venture. Negotiations of the main equipment imported were
completed while earthmoving services are still in progress.
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With the acquisition of all shares of Citene in the companies PetroquímicaSuape and Citepe by
Petroquisa emerged the opportunity to integrate these projects and incorporate one PET bottle
grade unit. The negotiations for the entry of another partner in this integrated venture are in
progress.
Coquepar - In partnership with Brazil Energy and Unimetal, Petrobras will build two calcination
units of petroleum coke, one in Rio de Janeiro and another in Paraná, with emphasis in the
production of green coke. The total production capacity is 700 thousand tons/year.

Fertilizers
In 2008, Petrobras maintained its leadership in the domestic market of urea and ammonia, with
sales of around 650,000 tons of urea and 200,000 tons of ammonia produced at its two plants.
The marketing of two products generated gross revenue above BRL$ 1 billion, surpassing the
BRL$ 840 million recorded in 2007.
The Nitrogenous Fertilizer Factory of Bahia (BA-Fafen) produced 300 thousand tons of urea, the
largest volume of the last nine years. On the other hand, the production of the Nitrogenous
Fertilizer Factory of Sergipe (Fafen UP) exceeded 400 thousand tons of urea.
With regard to new projects, feasibility studies of an industrial urea plant and ammonia in the
Country are being developed (UFN-3) and nitric acid plant , in Bahia. UFN-3 will have an annual
capacity of 1 million tons of urea and 760,000 tons of ammonia, using gas as feedstock. In Bahia,
producing up to 120 tons/year of nitric acid, for the Camaçari Petrochemical Complex, with
investments of US$ 260 million is expected.

Transport
Fleet expansion and pipeline network
Petrobras operates in the segment of transport and storage of oil, oil by-products, ethanol and
natural gas through its subsidiary Petrobras Transporte S.A. (Transpetro), which operates 7033
km of oil pipelines, 4410 km of gas pipeline and 46 terminals - 20 onshore and 26 waterways - in
addition to 54 vessels.
In 2008, 59 million tons of oil and by-products were transported by ship, 4.8% less than in 2007.
Moreover, Transpetro carried 670 million cubic meters of liquid through its pipelines, similar
volume to 2007, and an average of 46 million cubic meters/day of natural gas, 31% higher than
the previous year.
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New Ships
The company continued in 2008 with the Program for Modernization and Expansion of the
Transpetro Fleet, which includes construction of 49 tankers. By maintaining a minimum
nationalization level of 65% in all constructions, the program helps to consolidate the Brazilian
shipbuilding industry.
The first phase of the program is in progress. Ten Suezmax type vessels are in process of
construction at Atlântico Sul Shipyard in Pernambuco. The next project is the construction of four
by-products ships that will begin to be assembled in 2009, at Maua shipyard in the state of Rio de
Janeiro. The first vessel is scheduled for delivery in 2010.
Another important step was taken in December, with the completion of the first public session of
bidding for the second phase of the program. Four shipyards submitted technical and commercial
proposals for the construction of four Suezmax vessels and three Aframax vessels, besides three
vessels with cargo capacity of 45,000 dwt and five ships with cargo capacity of 30,000 dwt, for
transporting of products. The results of the bidding will be released in 2009.

Terminals and Pipelines
As part of the initiatives of the Gas Production Anticipation Plan (Plangás), Cabiúnas unit, in Rio
de Janeiro, and Cacimbas unit in the Espírito Santo, will have their processing capabilities of
natural gas increased. To ensure the flow of LPG production, Petrobras is building and expanding
facilities on Ilha Comprida and Ilha Redonda, located in the Waterway Terminal of Guanabara Bay
in Rio de Janeiro.
In Guamaré terminal located in Rio Grande do Norte State, offshore and onshore infrastructure
will be expanded to allow movement of by-products from Potiguar Refinery, which began to be
assembled in 2009. The facility will produce diesel and gasoline from a mixture of naphtha and
other intermediate products. The project will receive investments of BRL$ 340 million with
startup scheduled to 2010.
In 2008, the gas pipeline network operated by Transpetro gained nearly 800 km, of which about
600 km Southeast and 200 km Northeast. Among the new pipelines, we highlight the 302 km long
Gascav (Cabiúnas-Vitória) in the Espírito Santo; the second stretch of Campinas-Rio, with an
extension of 254.5 km; the second stretch of Catu-Carmópolis, with an extension of 196 km; and
Açu-Serra do Mel, in Rio Grande do Norte, with a 33 km extension.
Moreover, the new pipeline pumping station Osorio-Canoas, in Rio Grande do Sul also started
operating, increasing the flow capacity of the Alberto Pasqualini Refinery (Refap). Altogether,
about BRL$ 250 million was invested in the oil pipeline.
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Ethanol export corridor
Petrobras continued in 2008 the implementation of the Ethanol Export Corridor project, a unique
system of pipeline transportation to the export of biofuel. With its completion scheduled for
2015 and a total investment exceeding US$ 1 billion, the project will expand the export capacity
of the country to 13 million m3/year, thus allowing the compliance with the growing demand for
Brazilian ethanol by the international market.
Besides adapting and improving the existing facilities, new pipelines, terminals, collection centers
and intermediate pumping stations, which will be integrated into the road, rail and waterway
transportation, including Tietê Waterway, in São Paulo, will be built.
By 2010, Petrobras plans to double the export capacity of ethanol of the Waterway Terminal of
Guanabara Bay in Rio de Janeiro, with the expansion of Ilha d'Água facilities. The works are
scheduled to start in the first half of 2009.

Distribution
Petrobras Distribuidora recorded in 2008 the largest financial results in its history. For the first
time, net income exceeded the barrier of BRL$ 1 billion, reaching a total of BRL$ 1.3 billion,
57.1% more than in the previous year, due to the steady increase in sales volume and continued
effort to maintain cost control.
The Brazilian market of fuel distribution continued to expand, with growth of 8.9%, higher than
the 8.2% rate recorded in 2007. Some of the factors that contributed for the expansion were the
economic growth, the expansion of the national fleet of vehicles, specifically the flex-fuel vehicles
(flex) and the largest number of seats offered by airlines.
As the only company in the industry present in all regions of Brazil, with 5,998 service stations,
Petrobras Distribuidora had a significant share in serving this growing market. Once again, the
company reached record sales totaling 37.8 million of m3 marketed. Moreover, the company
continued to lead the market, increasing its share and reaching 34.9% market share at the end of
the year (0.6 percentage points above the 34.3% in December 2007).
To build a quality differential and strengthen the brand in the market, Petrobras Distribuidora
continued to focus on the De Olho no Combustível /An Eye Out On The Fuel program and ended
the year with 5,434 certified stations. Based on the quality standards of ISO 9001:2000, this
program covers from the testing of fuels on the field until the cleaning of tanks and filters.
Studies conducted by the company, comparing quality programs developed by other companies
in the same industry, indicate that the De Olho no Combustível /An Eye Out On The Fuel program
is the most complete on the market.
The company's investments totaled BRL$ 409.6 million, concentrated in the distribution of oil,
natural gas, ethanol and biodiesel, especially in the development and modernization of the
Network of Service Centers in support to commercial and industrial clients in logistics operations
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and Safety, Environment and Health programs. One of the focal points is the start of construction
of the pipeline to internalization of natural gas in the south of the Espírito Santo, which will
correspond to 60 km of distribution network for natural gas supply in the city of Cachoeiro de
Itapemirim, with a capacity of 600,000 m3/day.

Natural Gas
Petrobras completed major infrastructure projects, as regards pipelines and liquefied natural gas
(LNG), continuing the process of expanding the supply of natural gas. The company's average
production in 2008 reached 51.1 million m3/day, 17.8% more than in 2007. Excluding the gas
used in the production, injection and loss process, the total domestic supply, considering the
partners was 29 million m3/day. Through the Bolivia-Brazil gas pipeline an average of 29 million
m3/day was made available to the Brazilian market, an increase of 12% compared to 2007, using
100% of the capacity of the pipeline the entire year. The total supply to the Brazilian market was,
on average, 58 million m3/day.
In order to make this movement possible, a total of BRL$ 6 billion was invested in the year for
transportation infrastructure, 71% more than in 2007. In addition to the network expansion, it is
also worth mentioning the construction of LNG import terminals and the Gas Production
Anticipation Plan (Plangás), which should increase the domestic supply of Southeast to 55 million
m3/day by December 2010.

Transportation
The gas pipeline transportation network of the company in the country was extended by 776 km,
totaling 6933 km, with the entry into operation of the following pipelines:
•

•

•

•

Cabiúnas (RJ) - Vitória (ES),
(ES) initial stretch of the 303 km long Southeast-Northeast
(GASENE) pipeline, with capacity of 20 million m³/day, enables the sending of natural gas
produced in the Espírito Santo Basin to the South East Region ;
Catu (BA) - Itaporanga (SE) 196 km long and capacity of 10 million m³/day, flows natural
gas from Manati and Gasene. With the completion of the pipeline and the increased
production of Manati, the state of Bahia becomes an exporter of natural gas to the
Northeast;
TaubatéTaubaté-Japeri stretch of CampinasCampinas-Rio pipeline,
pipeline 255 km long and capacity of 8.6 million
m³/day. The entry into operation of Taubaté-Japeri enables the transfer of up to 1.6
million m³/day of gas to the consumer market, increasing the supply of imported volumes
by the Bolivia-Brazil gas pipeline to Southeast markets;
Extension of the Pecém LNG terminal pipeline,
pipeline 22 km long and capacity of 7 million
m³/day.

The works of Gasene, linking the Southeast and Northeast meshes, are on schedule. The 954 km
long Cacimbas-Catu stretch, started in 2008, with capacity of 20 million m3/day, will start to
operate in early 2010.
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In the North Region, the 660 km long Urucu-Coari-Manaus gas pipeline, will be operational in the
second half of 2009. This project will enable the sending of Urucú gas for consumption in Manaus
with benefits for the environment, due to the replacement of fuel oil and diesel consumed in
thermal power plants.
Other projects started in 2008:
• Gasduc III, 183 km long: increases the transport capacity between Cabiúnas and Rio de
Janeiro (completion in 2009);
• Caraguatatuba-Taubaté, 96 km long: enables the production distribution of Mexilhão
(completion in 2010);
• Paulínia-Jacutinga, 93 km long: enables the delivery of natural gas to south of Minas
Gerais (completion in 2009);
• Reduc-Japeri, 45 km long: allows the distribution of LNG and natural gas for the
thermoelectric market in the Southeast Region (completion in 2009).

Liquefied natural gas (LNG)
The Petrobras' LNG project will provide greater flexibility and security to the supply of natural gas
to thermal and non-thermal markets. Brazil is a pioneer in adopting the LNG transfer model from
a supply vessel to another regasification vessel via cryogenic arms - capable of withstanding
temperatures of around minus 160 º C - installed in a fixed pier.
In August 2008 the first LNG regasification terminal in the country, in Port Pecém, Ceará, was
opened. The terminal provides support to the role of Petrobras as a player in the international
LNG market. The Pecém terminal has a regasification capacity of 7 million m3/day.
To interconnect the Pecém terminal to the transportation network of the Northeast Region
(Gasfor), a gas pipeline extension was built with the same capacity of 7 million m³/day. The gas
processed in Pecém will be used primarily for the generation of electricity in TermoCeará and
Termofortaleza power plants in Ceará and Jesus Soares Pereira plant in Rio Grande do Norte.
For the regasification of LNG Petrobras chartered two vessels: Vessel Golar Spirit, who arrived in
Brazil in July 2008, and the Golar Winter, which is undergoing conversion process in Singapore
and is expected to arrive in Brazil in May 2009. On the way to Brazil, the Golar Spirit made the
first shipment of LNG in Trinidad & Tobago. The vessel has the regasification capacity of 7 million
m³/day and storage of 129,000 cubic meters of LNG, equivalent to 77 million cubic meters of
natural gas.
The second regasification terminal with a capacity of 20 million m3/day, in Guanabara Bay, is
scheduled to open in early 2009. The 15 km long pipeline extension from the LNG terminal was
completed in 2008.
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Sales & marketing
Negotiations for new contracts to supply natural gas from Petrobras to state distribution
companies continued in 2008. The new contracts were signed with eight distributors:. Algás, BRES, CEG, Ceg-Rio, Cegás, Copergás, Potigás and Sergas.

Distribution
In 2008, the distributors have sold, on average, 50 million m3/day of natural gas, an increase of
20% over 2007. Petrobras holds interests in 20 of the 27 state distribution companies in Brazil,
with percentages between 24% and 100%.
Within the non-thermoelectric segments the cogeneration stood out, with growth of 18% over
2007. Consumption of residential, commercial and industrial sectors increased 9%, 4% and 2%,
respectively, while the automotive segment fell 5 %.
However, the consumption of gas for power generation rose 150% compared to 2007, observing
a high production of thermoelectric plants almost all year.
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Electric Power
Petrobras set a new record of generating electricity for the National Interconnected System (SIN)
in 2008, generating 2.0251 MW average, a volume 253% higher than in 2007.
In addition to greater supply and logistics expansion of natural gas, the storage conditions of the
reservoirs of hydroelectric plants and the implementation of operating rules and diversified
earnings also contributed to this result. Accordingly, the strong operational performance of 17
thermal power plants (TPPs) that comprise the thermoelectric generating Petrobras, with an
installed capacity of 5,443 MW was also a main point.

¹ - Taking into account chartered and owned UTEs (100% lease of energy).
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Investments
In 2008, investments in the electricity sector reached BRL$ 664 million, with special attention to
the following projects:
• In September, TPP Jesus Soares Pereira (Termoaçu - RN), adding 320 MW of installed
capacity to supply the Northeast region was opened;
• Biofuel conversions for the UTEs Sepé Tiaraju (Canoas - RS), Termoceará (EC) and Barbosa
Lima Sobrinho (RJ), capable of generating electricity from natural gas and diesel oil were
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completed. Such flexibility allows increasing the availability and reliability in the
generation of electricity to the National Interconnected System.

Incorporation of Assets
The energy assets of Petrobras Distribuidora were transferred to the Gas and Energy Area of
Petrobras. The incorporated generation facilities consist of interests in 15 small hydropower
(PCHs), and eight oil powered thermal plants. Considering the assets in business operation and
those under construction, these projects have a total installed capacity of 1,471 MW.
Petrobras interest in generation projects
Location
Status

Type

Plant

State

Petrobras
Interest
(%)

Petrobras Capacity (MW)

ES
ES
RJ
RJ
MG
MG
MG
GO
GO

21
4.5
19
30
22.5
15
19
30
30

49
49
49
49
49
49
49
49
49

10.29
2.205
9.31
14.7
11.025
7.35
9.31
14.7
14.7

AM
AM
AM

83
83
85

30
30
52

24.9
24.9
44.2

ES
ES
RJ
GO

27
30
25
18

49
49
49
49

13.23
14.7
12.25
8.82

N

TO
TO

11.4
14

14
14

1.596
1.96

Arembepe
Camaçari Muricy I
UTE O.C.
Suape II

NE

BA
BA
PE

148
148
350

30
49
20

44.4
72.52
70

Brentech
UTE O.D. CEP

CO
NE

GO
RN

140
118

30
20

42
23.6

PCH
operating

São Joaquim
Fumaça 4
Calheiros
Santa Fé
Funil
Carangola
Bonfante
Irara
Jataí

Region

Installed
Capacity
(MW)

SE

CO

187.6
93.6

Tambaqui
Jaraqui
UTE O.C.
Manauara

N

94.00

PCH

São Simão
São Pedro
Monte Serrat
Retiro Velho

SE
CO

49.0
Areia
Água Limpa

under construction

3.6

305.1

186.9

65.6
TOTAL

1471.4

SE = Southeast / CO = Middle West / N = North / NE = Northeast

Of this total, three thermoelectric power plants and nine PCHs are in operation. Other small
hydro and thermal oil are expected to begin commercial operation in 2009.

Participation in new energy auctions
In 2008, the federal government held Auctions for Purchasing of New Energy to meet the needs
of electricity distribution companies in the country, from new thermoelectric power plants. In A-3
auction, with power delivery from 2011, the total contracted installed capacity was 1,935 MW.
Petrobras will supply natural gas to winning projects that correspond to 26% of this contracted
capacity, equivalent to 504 MW.
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In turn, at A-5 auction, with power delivery as of 2013, the total contracted capacity was 5,566
MW. The company will supply natural gas to winning projects representing 20% of the contracted
capacity, i.e., 1,125 MW.

Renewable Energy
Petrobras expects investment of US$ 669 million by 2013 in renewable energy projects, including
studies and generation of electricity through wind, solar and small hydro power plants.

Wind Power
The company has developed its own projects in places where Cenpes has been performing the
measurement of wind power potential for years. Some partnerships have also been established
with the purpose of participating at a specific wind power auction that the Federal Government is
preparing for 2009. The first wind power project by Petrobras, Piloto de Macau Wind Farm, with
1.8 MW installed, completed five years of operation, reaching 24,500 MWh produced since its
implementation, avoiding the emission of about 6000 tonnes of CO2 per year into the
atmosphere.

Solar Energy
Petrobras has eight thermo systems installed in refineries, fertilizer plants and at the company’s
main building for heating water in locker rooms and cafeterias. These systems totaled 2,180 m2
of closed flat collectors, which avoided the emission of 309 tons of CO2 into the atmosphere
throughout 2008. Also in 2008, in search of energy conservation and contribution to the
environment, without losing focus on the economic aspect, we continued the work of
exploration, technical and financial analyzes, and preparation of basic designs. For 2009, we
expect the installation of 4,648 m2 of collectors in 14 business units, thus avoiding the emission
of about 968 tonnes of CO2 per year into the atmosphere.

Small Hydropower Plants (PCHs)
Optimization studies of the PCH Pira project, which envisages an installed capacity of 19.5 MW
and will be built by Petrobras in the Rio do Peixe, in Santa Catarina, were performed. The
environmental impact is low since the area provided for the reservoir is 0.3 km2, which is
considered small even if compared to other power plants that in most cases, present areas of up
to 3 km2. In 2009 new PCHs projects aimed at expanding the company's portfolio of projects will
be developed.
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BIOFUELS
The 2009-2013 Business Plan emphasizes the biofuels segment, providing investments of US$ 2.8
billion. Of this total, US$ 2.4 billion will be for the production of biodiesel and ethanol, while US$
400 million are directed to infrastructure, primarily ethanol pipelines. Out of the amount
allocated to production, 91% will be invested in Brazil and 9% abroad. The goal for 2013 is to
achieve a production of 706 thousand m3 of biodiesel and 1.25 million m3 of ethanol.

Petrobras Biocombustível
To strengthen its activities in the biofuels segment, the company created Petrobras
Biocombustível in July 2008, a wholly owned subsidiary that gathers the activities that were
previously distributed in various areas of Petrobras. The goal of the new subsidiary is to develop
and manage projects to produce biodiesel and ethanol.
In doing so, the company prepares to meet part of the growing global demand for biofuels. Less
polluting, biodiesel and ethanol contribute to the diversification of the energy matrix, with
positive impact on reducing global warming, due to reduced consumption of fossil fuels. Biofuel
production also allows the generation of employment and income in rural areas, taking
advantage of the favorable conditions of the country, such as climate, water and a large
agricultural frontier to be explored without the need to advance into forest areas or demarcated
reserves.

Biodiesel
In addition to the environmental benefits, biodiesel production will reduce the need to import
diesel, which will favor the balance of trade of the company. Petrobras Biocombustível has three
plants producing biodiesel in the municipalities of Candeias (BA), Quixadá (EC) and Montes Claros
(MG), with a total production capacity of 170 000 m3 per year. In addition to that, Petrobras has
two experimental plants in Guamaré (RN), operated by Cenpes, in which develops its own
technology for biodiesel production.
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Petrobras Biocombustível follows the guidelines of the National Program for Production and Use
of Biodiesel (PNPB), and Candeias and Quixadá plants already hold the Social Fuel Seal, created
by the Ministry of Agrarian Development. The Montes Claros plant will be certified soon. The
company is partnering with organizations representing family farmers for the supply of oil. The
goal is to work with 80,000 families in areas where power plants are located, including the signing
of long-term contracts, guarantee of fair prices, distribution of seeds and providing technical
assistance in addition to an initial program of soil improvement.
The biodiesel plants of Petrobras Biocombustível are equipped with instrumentation and
automated control systems, as well as flexibility in processing various kinds of crude vegetable
oils and alternative feedstock such as animal fat, frying oils and waste fats.

Ethanol
In order to contribute to the goal of Petrobras of exporting 4.2 million m3/year of ethanol in
2013, the production model adopted by Petrobras Biocombustível considers partnerships with
foreign companies and domestic ethanol producers to build Bioenergetic Complexes (CBio),
which will also produce electricity by using cane sugar bagasse.
Petrobras intensified its operations of ethanol trading in 2008 in order to strengthen long-term
relationships with clients. The volume of ethanol sold exceeded 500,000 m3, with shipping of
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loads to Europe, Japan and especially the United States. Petrobras America Inc. acted directly on
admission, storage and marketing of anhydrous ethanol in the U.S. market. Petrobras Singapore
Private Limited did the same in relation to industrial ethanol, for the Asian market.

In addition to the Marine Terminal of Ilha d’Água in South-Central region, the logistics of export
via ports of Santos and Paranagua has also been widely used due to the large volume
concentrated in the first half. The procurement of tanking capacity in Korea was essential to the
growth of exports, supplying not only the Korean market, but also the Japanese and Australian.
In early 2009, Petrobras will make its first shipment of anhydrous ethanol to Costa Rica. This
operation is the result of an international auction, which brought together the largest trading
companies in the industry. In addition to this pioneering volume, another auction is expected to
supply product for one year.

INTERNATIONAL
International Operations
The discovery of oil in the pre-salt layer in Brazil generated the need to realign strategy for
international operations of Petrobras as of 2008. Accordingly, the focus becomes the conquest of
markets, growth in downstream, natural gas business in order to complement the Brazilian
market, the integrated management of critical resources in upstream and alignment of portfolio
to national segments, in order to generate value in the company's business.
In exploration and production of oil and gas segment, the company has assets in 19 countries:
USA, Mexico, Angola, Nigeria, Tanzania, Mozambique, Senegal, India, Portugal, Iran, Pakistan,
Libya, Turkey, Bolivia, Colombia, Ecuador, Peru, Venezuela and Argentina. In Refining sector
operates in Argentina, the U.S. and Japan, and in the distribution segment, Uruguay, Paraguay,
Colombia, Argentina and Chile. In Argentina, the company is also present in the petrochemicals
and electricity sectors.
Petrobras also maintains a cooperation agreement with Cuba in various segments of the oil
production chain, as well as offices located in UK, Japan, China and Singapore.
The overseas production in 2008 was 123,600 bpd of oil and 17.1 million cubic meters/day of
natural gas – respectively, 6.3% and 25% of the total production of the company. During the year,
foreign investment totaled US$ 6.1 billion, 66% for the maintenance and development of oil and
gas, and 20% for the exploration. The Refining and Petrochemical segments received 9%, while
the Gas and Energy and Distribution had 5%.
The international proven reserves decreased to 0.99 billion boe, 9% lower than in 2007,
representing 7% of the total reserves of the company, according to ANP/SPE criterion. The
reduction is due to the volume produced in the year (82 million boe) and changes in Ecuador,
with the return of block 31 and decreased participation in block 18, from 35% to 15%.
Furthermore, a reduction of reserves of Nigeria, motivated by technical reviews.
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In the management area, Petrobras continued its program of International Process Integration
(Proani). The program intended to implement a single management model to facilitate the
identification of new business opportunities, information exchange and professional
development of employees abroad, was fully implemented with success in Argentina. The next
units to receive the Proani are those of Angola, the United States and Chile.
For the period 2009-2013, the new Business Plan of the company envisages an investment for
the International Area of US$ 15.9 billion. The Exploration and Production segment will receive
79% of the funds - mostly for the development and maintenance of production assets in the
United States, Nigeria, Angola and Argentina. The Refining, Transportation, Marketing and
Petrochemicals will hold 7%, of which about 40% focused on new business. The Gas & Energy
and Distribution segments will support 13% of the resources, especially for the new business.
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Business expansion
In 2008, Petrobras pursued the expansion of its international activities. The company signed an
agreement to acquire the distribution assets of ExxonMobil in Chile for about US$ 400 million and
maintained its expansion strategy in the Gulf of Mexico, acquiring 23 new exploration blocks, for
US$ 179 million through auction.
The company reached an agreement with Cupet, Cuban state oil company, providing cooperation
in exploration and production, lubricants, refining, research, development and human resources.
A partnership with the American company Oil Shale Exploration Company (Osec) and Japan's
Mitsui has also been established to examine the possibility of extracting shale oil from bitumenimpregnated rocks in the U.S. state of Utah, applying Petrosix ® technology, patented by
Petrobras.
In 2008 contracts between Petrobras, Mitsui and Transocean for the structuring of the drillship
Petrobras 10000 project were signed. The ship, under construction at Samsung shipyard, is
undergoing the testing phase. Negotiations between Petrobras, Mitsubishi and Schahin to design
drillship Petrobras 10000 II, under construction and assembly in the same yard were also
executed.

Development of business
South America
Argentina – In 2008, Petrobras obtained regulatory approval for the acquisition of company
Burlington Resources Argentina Holding Limited, for BRL$ 77.6 million, which held respectively
52.4% and 25.7% of Sierra Chata and Parva Negra blocks. With this transaction, the company,
which already operated both assets, became the holder of 100% interest in Parva Negra and
45.5% in Sierra Chata.
The production in the country reached 51.7 thousand bpd of oil and 8.2 million cubic meters/day
of natural gas, totaling 100,000 boe daily. Highlights included parts of Austral Basin, such as
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Medanito, Puesto Hernandez and Entre Lomas. The reserves in the country amounted to 290.6
million boe.
In addition to the E&P assets, Petrobras owns refineries Ricardo Eliçabe and San Lorenzo (with
combined capacity of 81 thousand bpd), which in 2008 processed 71,400 bpd, with an utilization
factor of 88%. The company also holds a 28.5% stake in the Del Norte refinery (Refinor), via its
subsidiary PESA. In the petrochemical and fertilizer industry, there are four units: Puerto General
San Martin, Zarate, Campana and Innova, the latter producing styrene, polystyrene and
ethylbenzene.
Petrobras also has a natural gas powered thermoelectric plant (Genelba), a hydroelectric (Pichi
Picu Leufu) and Transportadora Gas Del Sur, with the largest pipeline network in the country, in
addition to interests in EDESUR (power distributor in Buenos Aires) and Companhia Mega, which
markets ethane, propane, butane and natural gasoline. In addition, the company sells fuels and
by-products on their 651 service stations.
Boli
Bolivia – Petrobras continued its activities in exploration and production of gas and energy,
concentrated in the fields of San Alberto and San Antonio. The production in 2008 was 8.4 million
bpd of oil and 7.8 million cubic meters/day of natural gas, totaling 54,500 boepd, 10% less than in
2007. This change was motivated by the implementation of the contract clauses establishing the
transfer of production, as against agreed with the Bolivian state owned company, only from
September 2007. Accordingly, the effects of declining production were only felt in full in 2008,
since from January to August 2007 the production levels prior to the new contract were
maintained.
Chile – In August, Petrobras signed an agreement with ExxonMobil to acquire in 2009 for about
US$ 400 million, the company's assets in the country. With this transaction, the company will
operate in the Distribution segment, with 233 service stations, 109 owned, among other assets,
in addition to selling aviation products at 11 airports. The transaction will be completed following
the integration phase of the operational and information systems.
Colo
Colombia –Petrobras is present in the segments of E&P and Distribution, with assets that include
68 service stations, one storage base and a lubricants plant in Puente Aranda, with a total trading
volume of 491 thousand cubic meters of fuel. The production in the country in 2008 was 15.3
thousand bpd of oil and 24 billion cubic meters of natural gas daily, totaling 15.5 thousand bpd.
Ecuador – In October, an agreement that establishes a deadline of one year to negotiate the
migration of concession contracts of Palo Azul unified field and block 18 was signed, in which
Petrobras participates, into a new contract model to be presented by the Ecuadorian
government. Block 18 had an average production of 11,400 bpd.
On December 31, the block 31 was returned, according to the conditions established in
agreement with the government. The investments in this block totaled about US$ 200 million.
Anticipating the difficulty of developing the block, the company had already made provision for
asset write-off in 2007.
Paraguay
Paraguay – Petrobras continued its activities in the Distribution segment, with 165 gas stations
and 55 convenience stores throughout Paraguay. The company is also active in LPG marketing,
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and storage facilities and fuel marketing and aviation products in airports of Asunción and Ciudad
Del Este. In 2008, 344 thousand m3 of products were sold in the country.
Peru – The company made a gas and condensate discovery in Block 57, which operates in
consortium, holding a 46.2% stake. The production tests, still in progress, recorded a flow rate of
1 million m3/day and 198 m3/day of gas condensate. The available data are insufficient to
accurately define the resources discovered, but the dimensions of the reservoir allow
accommodating volumes of about 2 TCF (56 billion m3). The average production in the country in
2008 was 14.1 thousand bpd of oil and 336 thousand cubic meters/day of natural gas, totaling
16,100 bpd.
Uruguay
Uruguay – In 2008, a total of 147,400 m3/day of natural gas and a total of 458 thousand m3 of
fuel were sold. The company operates in the natural gas sector through two distribution
companies in Montevideo markets and in the country’s inland, and also in the fuel distribution
segment, with a network of 89 service stations and facilities for marketing of aviation, marine,
petrochemicals and asphalt products.
Venezuela – In 2008, production reached 12.7 thousand bpd of heavy oil and 222 thousand
m3/day gas, totaling 14,100 bpd. With operations in four blocks, the company is studying
expanding its operations in the country, analyzing the possibility of producing extra-heavy oil in
Carabobo I, in the Orinoco stretch, in association with Petróleos de Venezuela (PDVSA).

North America
United States - Petrobras has interests in 259 offshore blocks in the U.S. Gulf of Mexico, including
23 blocks acquired at auction held in March, being the operator of 161. The company also holds
exploration rights onshore in Texas.
The highlight in 2008 was the participation in the discovery of hydrocarbons in deep waters, in
the Stones well, operated by Shell, of which the company holds 25% in the consortium. The
volume and commercial viability of the discovery will be evaluated with additional drilling. The
initial drilling demonstrates the potential of this reservoir, located in the area known as Walker
Ridge Quadrant, where the company is currently developing the production of the Cascade and
Chinook fields.
The average production of Petrobras in the Gulf of Mexico was 4.6 billion boe, 60% lower than
2007, due to problems of production flow in the Coulomb field and the decline of production in
the field of Cottonwood, in addition to the hurricane season that halted production in the area.
In the second year of operation with Petrobras as a partner, the Pasadena Refinery (PRSI) in
Texas, with a capacity of 100,000 bpd, processed 68,800 bpd, due to unscheduled downtime. In
October, the Arbitration Chamber, in an international suit, gave a valid provisional ruling for the
option of selling the 50% stake in Astra Oil Trading NV in PRSI to Petrobras America Inc., a
subsidiary of the company in the U.S. If the judgment is confirmed, the Company will hold 100%
of PRSI and its affiliates.
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Mexico – Mexico - Petrobras continued its participation in two multi service contracts for Pemex
in Cuervito and Fronterizo blocks. The average production of natural gas reached about 414
thousand m3/day.

Africa
Nige
Nigeria – the Agbami (Block OML 127) and Akpo (Block OML 130) projects - giant fields in the
Niger Delta Basin - are the major Petrobras investments in the country, in addition to the
exploratory block OPL 315, where the company is the operator.
Agbami, whose peak production will reach 250,000 bpd in early 2010, began production in July
2008. Petrobras holds 13% interest of investments in the field and actively participated in all
phases of development of production. The world's largest FPSO is operating in Agbami.
Akpo, which goes into production in 2009 is expected to peak 185,000 bpd this year. The portion
of Petrobras in the investments of OML 130 block is 20%. Also in this block three other
accumulations were discovered, namely: Egina, Egina South and Preowei. The development
project of Egina is under review by the control agencies of the Nigerian government.
In OPL 315 block, in which the company is the operator with a 45% interest, exploration activities
are underway, and the drilling of the first well is planned for 2010. Petrobras holds a 37.5%
interest in OPL 324, where it acts as operator, having completed exploration work and
contractual commitments, with no prospect of new discoveries.
Angola – The main highlights are the discoveries of oil in Sangos and N'Goma-1, confirming the
great potential of Block 15/06, in which the company holds a 5% stake.
Block 2 in the Lower Congo Basin, where Petrobras has a 27.5% stake, generated an average
production of 2.5 million bpd in 2008. In other blocks in which Petrobras is the operator (6, 18
and 26) and participates in the consortium (34), the exploratory work is in progress.
Lib
Libya – The 18 area in the Libyan sector of the Mediterranean Sea, in which is the operator with
70% interest, Petrobras continued the exploratory program, conducting seismic and geological
interpretation surveys.
Tanza
Tanzania – The local office is in the process of opening. The company is present in blocks 5 and 6,
with 100% participation. In both we continued the exploration program, given the contractual
commitments.
Mozambique – In Zambezi Delta Block, in which Petrobras holds 17% stake, the exploratory
timeline is followed, with the interpretation of the seismic survey conducted in 2008.
Senegal – The company holds 40% stake in the deepwater Rufisque Profond block, which is
undergoing exploratory evaluation.
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Asia
Iran
Iran – Petrobras fulfilled its contractual obligations by conducting seismic surveys and drilling of
two wells. In Taftan-1 oil discovery has proved to be sub-commercial.
Turkey
Turkey – Following the acquisition of seismic data in Kirklarelli and Sinop blocks, on the western
and eastern parts of the Turkish sector of the Black Sea, the year 2008 was devoted to the
continuation of exploration activities.
Pak
Pakistan
istan – The Company holds 50% stake in exploratory block G in the Indus Basin, Middle East, in
partnership with Oil and Gas Development Company Limited. The study of technical and
economic feasibility, in the final phase will determine the option of entering the next exploration
period.
Japan
Japan – The acquisition of control of Nansei Sekiyu refinery was completed in Okinawa, which has
a processing capacity of 100,000 bpd and store 9.6 million barrels of oil by-products, and provide
logistical support (piers and monobuoy) for distribution of company’s products in the Asian
market.
India – The Company maintained a partnership with the Indian state-owned company Oil and
Natural Gas Corporation, via exploration and production contract in three exploration blocks in
the Krishna Godavari, Mahanadi and Cauvery Basin off the east coast of the country.

Europe
Portugal –During the year investments in seismic were performed and the data are under review
for the decision of future activities. The company has an agreement to operate four offshore
blocks in the country's coast, in the Peniche Basin, in partnership with the Portuguese companies
Galp Energia SGPS and Partex Oil and Gas.

INTANGIBLE ASSETS
Petrobras values its intangible assets, acknowledging their fundamental importance to the
market value of the company and as an advantage over competitors. The management strategy
of intangible assets of Petrobras has been consistently recognized by the market.
In 2008, the company was again among the 49 finalists of the Global Most Admired Knowledge
Enterprises (MAKE), an award given by British institution Know Network to companies that stand
for innovation and the application and development of entrepreneurial knowledge. Petrobras
was the only finalist from Latin America. The institution also ranked the company as the sixth
among the 18 largest companies in the global sector of oil and natural gas.
In the second edition of the Intangíveis Brasil Award (Intangible Brazil), Petrobras was awarded,
ranking first in the Infrastructure sector and category Corporate Knowledge, and second in the
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ranking of the 50 best companies in managing intangibles in Brazil. Organized by the Modern
Consumer Magazine in partnership with consultancy DOM Strategy Partners, the award is given
to companies that generate value from the management of their intangible assets.
The model of intellectual capital of the Company classifies intangible assets into capital of
technological, organizational, and human relations field. To enhance the management of these
assets, Petrobras has a project in partnership with the Energy Institute of the Pontifical Catholic
University (PUC) in Rio de Janeiro to establish guidelines and parameters for quantitative and
qualitative valuation of each asset, embedded in an integrated management system.

Technological field capital
The company's commitment to technological development is reflected in the volume of
resources devoted to P&D activities, which in 2008 totaled BRL$ 1.7 billion, maintaining the 2007
level.
Petrobras is a Brazilian company that generates more patents in Brazil and abroad, and owns the
domain of numerous technologies. In 2008, 72 patents were filed in the country, 17% more than
the previous year. The patent portfolio covers all areas of the company.
The Leopoldo Américo Miguez Mello Research and Development Center (Cenpes) is responsible
for developing the technologies to be incorporated in the production processes of the company,
meeting the current and future needs of Petrobras. To support these activities, Cenpes has a
qualified technical staff, formed by over 2000 professionals, 60% of which with higher education
level, being 58% with post-graduate level in masters or doctorate.
In recent years, Cenpes has expanded interaction with the academic and scientific communities
in Brazil and abroad, participating in collaborative research networks and centers of competence
in creating national institutions to meet various regional vocations. The collaboration network
covers a hundred of institutions from all regions of the country and more than 70 companies and
International Science & Technology institutions. The partnership involves multi-client projects,
research on cooperative arrangements, strategic alliances and technological exchange.
With investments of around BRL$ 400 million per year, the partnership with national institutions
of science and technology has been essential to position the Brazilian technological park, which
supports the company's performance at a level similar to the most advanced levels in the world.

Projects
In 2008 the geochemical characterization of the Espírito Santo Basin, which, combined with
important technological advances will contribute to the development of production in pre-salt
was completed. Testing of the mooring system of the FPSO that will operate in the Tupi area was
also conducted.
Moreover, in December the integrated 3D modeling of Santos, Campos and Espírito Santo basins,
which will be essential in exploration of reserves in these areas, was completed.
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In the Campos Basin, the pilot production of the Siri reservoir project in the Badejo field went
into operation. This was an important step to strengthen the technological leadership position of
Petrobras in offshore production of extra-viscous and heavy oil.
Another highlight of the year was the implementation of the SGN (Nitrogen Generator System)
Technology on the head of a production well in the Roncador field, which removes gas hydrates
from submarine producing wells, ensuring better oil flow and operational continuity during
extraction.

Expansion of processing capacity
In 2008, the basic engineering design of the Abreu e Lima refinery were completed, incorporating
technologies developed by Cenpes that increase the processing capacity of extra heavy and
viscous oils. The advancement of this technology enabled the pilot scale processing of oil API 8
through Fluid Catalytic Cracking - FCC.
This new processing technique of oils does not generate solid waste and is self-sufficient in
energy consumption, contributing to the sustainability of the refinery. Another technology with a
focus on sustainability is CO2 capture in coking units, which was developed on a pilot scale and
helps to make the process cleaner.
The Petrochemical Complex of Rio de Janeiro (Comperj) also had its basic engineering projects
completed. The high point is the petrochemical FCC unit, which employs innovative technology
developed and patented by Petrobras in many countries, to be applied in future projects of the
company in the areas of refining and petrochemicals.

Biofuels
In 2008 the process of production of jet fuel made from renewable raw materials (BIOQAV) was
developed. Until December 2009, a total of 50m3 of the new fuel for the first test flight will be
produced on a pilot scale
Petrobras is also investing in the development of second generation biofuels, using sugar cane
bagasse and straw as feedstock, and other plant fragments. In 2008, testing in pilot scale for the
production of ethanol from sugar cane bagasse continued. Based on the information obtained,
the design of a production-scale demonstration unit, scheduled for completion in 2009 will be
developed.
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Organizational Capital
Brand
Petrobras brand is a strategic asset of the company, being one of the ten most valuable brands in
Brazil, according to consulting firm Brand Analytics. In 2008, its value grew 28.2% over 2007,
reaching BRL$ 2.8 billion.
In the Dow Jones Sustainability Indexes (DJSI) for the second consecutive year Petrobras was
considered a benchmark in brand management, and, according to Reputation Institute, the
company is the energy company with the best reputation in the world, besides being the best
company reputation in Brazil.
This year, Petrobras completed the project of identifying the variables that comprise and build
the value of its brand, establishing metrics to track its development and management. This
methodology enabled, for example, to estimate the return on brand equity of the investments
made in sponsoring the AT&T Williams Formula 1 team, which ended in 2008.
The increasing internationalization of the company turned brands of Petrobras products and
services potentially global. Thus, brand development and the establishment of protection clauses
now consider their possible use in various markets worldwide.
Reflecting its strategy of global brand protection and development of intellectual property, the
company received the award for best brand management team in Latin America in the World
Trademark Review - Industry Awards and was also appointed as a member of the Working
Committees of the International Trademark Association.

Management practices
Throughout the year, Petrobras continued with the implementation of Lean & Six Sigma (LSS)
international methodologies, which aim at increasing the financial return on investment by
optimizing processes. Pilot projects conducted in nitrogen fertilizer factory in Bahia and at
Petrobras University, and two production platforms and two refineries, trained 169 people. The
projects will ensure an initial financial gain of US$ 250 million per year to the company.
In 2008, we completed the first phase of the mapping project of macroprocesses of Petrobras
Value Chain. Macroprocesses relating to the areas of business, management and support - the
latter two have already been deployed to the second level of the chain - have been identified.
Another completed project was the preparation of Corporate Methodology for Process
Management, with the participation of various segments of the company, which will contribute
to the integration of processes and initiatives of Petrobras.
The Commission of Organization and Management and the Subcommittee on Operational
Excellence, which act as forums for process optimization, deepening, dissemination, integration
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and improvement of the various initiatives and practices of organization and management in the
company were also created.

Human Capital
Knowledge management
Petrobras recognizes its human capital as an essential asset and provides its employees with
opportunities to develop and enhance skills. In 2008, for the third consecutive year, the company
was recognized as benchmark in Human Capital Development of the Dow Jones Sustainability
Indexes (DJSI).
In addition to courses, lectures and workshops for improvement and training, the company
promotes the exchange of experiences among its employees as part of its strategy of knowledge
management. Petrobras completed in 2008, the Knowledge Management Corporate Program,
presented to all areas of the company at the workshop "The Company that Learns", organized by
the Commission for Knowledge Management.
Produced with the participation of various working groups, the program covers topics such as
Knowledge Strategy, Networks and Communities, Organizational learning and Knowledge
Management in Projects, and also includes the methodology for Knowledge Management
Diagnosis and Planning. The methodology, which was successfully applied in pilot projects at the
International Area, will enable each unit of the company to perform the Maturity Assessment and
Planning of its Knowledge Strategy.
Other successful initiatives were continued and expanded such as the Intercultural Education
Program, for preparation and improvement of the labor force of the International Area; the
Petrobras Challenges program, aimed at preservation and transmission of technical, cultural and
business knowledge; and the Communities of Practice Program, which promotes the exchange of
experience and expertise in Exploration and Production, involving more than 6000 employees.
Other programs such as the Knowledge Management program in the Downstream area and How
the Organization Learns in the Engineering area, based on lessons learned and best practices in
project management were also important.
In addition, Petrobras participated in four groups of international benchmarking study on
practices of knowledge management, coordinated by the American Productivity & Quality
Center, focusing on themes as Internal Specialists Identification, Development of Future
Knowledge, New Paradigms in Innovation and Web 2.0.

Work force training
In 2008, Petrobras invested approximately BRL$ 55 million in the National Plan for Professional
Qualification of Prominp (Mobilization Program of the National Oil and Gas Industry).
Since its inception, more than 32,000 students have benefited from the plan, which aims to
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empower, by 2010, 112,000 professionals in 175 specialties, from elementary to higher
education level. Free courses are offered in more than 80 educational institutions spread across
17 states as well as allowances for unemployed students during the course.

Relationship Capital
Petrobras conducts regular surveys to monitor the image and reputation of the company before
its various stakeholders. 18 indicators, covering management, competitiveness, growth,
international operations, future vision, social support, ethics and social and environmental
responsibility are assessed.

All information is consolidated in the Corporate Image Monitoring System (Sismico) and
monitored by the company's management, providing the basis for planning guidelines and
communication actions and management practices in several areas.

Investor Relations
The year 2008 was marked by a significant increase in the shareholder base, which reached
nearly 1 million investors, 40% more than in 2007. The split of shares of the company occurred in
the first half of the year and disclosure and communication policies of Petrobras contributed to
this increase.
The company held over 500 meetings and conference calls with institutional investors and
participated in over 40 conferences and events in Brazil and abroad. Apart from North America
and Europe, the company also promoted roadshows in Asia, Middle East and Oceania.
In Brazil, more than 20 visits by investors to Petrobras operation units and facilities were
organized. The investors’ participation program in sponsored sporting events, especially Formula
Truck, Stock Car and Formula 1 was maintained.
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In addition, about 80 thousand people participated in lectures, meetings and chats in Brazil and
abroad. Over 16 thousand shareholders were assisted by phone, and about 5000 letters, faxes
and emails were answered.
In compliance with its policy of transparency, the company released near hundred reports to the
market, informing on acquisitions, discoveries, stock splits and other topics of direct impact on
market rates.

Relationship with Clients
The relationship between Petrobras and its clients followed the guidelines set in the Client
Relationship Model. Based on corporate governance principles as fairness, transparency and
accountability for results, the model seeks to stimulate a pro-client culture in the company, and
gives it a unique identity in dealing with the market, without restricting the performance of
independent units.
Petrobras maintains several relationship channels. The main tool is the Client Channel, an area in
the website where it is possible to make requests, schedule withdrawals, generate payments and
monitor the entire business process online. Launched in 2000, the channel has over 6,700
registered users, and is open daily 24 hours in the air.
Another relationship tool is the Client Satisfaction Survey, administered by the company since
1997, which measures the degree of satisfaction with the quality of products, in addition to
measuring the levels of dissatisfaction and loyalty.
Petrobras also answers questions and takes complaints and suggestions through its Customer
Service Unit (SAC), via email and phone, also available on the website. In 2008, approximately
7,700 direct client contacts by SAC were made.

Relationship with Suppliers
One of Petrobras guidelines is to prioritize the national market of goods and services wherever
the market proves competitive and self-sustaining. In 2008, 78% of the company's acquisitions
were carried out with Brazilian suppliers, representing an increase of eight percentage points
over 2007. Only 19.4% of assets and 22.5% of the services were purchased from foreign
suppliers. As a whole, US$ 45.2 billion were procured - US$ 7 billion in assets and US$ 38.2 billion
in services.
Over 13 000 new suppliers entered the Petronect Portal, e-procurement portal of Petrobras,
which now has 57 thousand registered members, including suppliers from Brazil, Argentina,
Bolivia, Colombia, Ecuador, United States, Peru, Singapore and Venezuela. Since 2003, the
company performed 526 thousand purchases and procurements, 298 direct auctions and 537
reverse auctions by the Portal.
To stimulate the development of new suppliers of materials and services, Petrobras establishes
partnerships for technological cooperation and covenants involving suppliers, universities and
Centres of Excellence. At the end of 2008, there were 123 development projects in progress
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totaling BRL$ 223 million.
Seeking to strengthen the segment of small businesses, the company has an agreement with the
Brazilian Service of Support for Micro and Small Enterprises (Sebrae), which fosters competitive
and sustainable integration in the supply chain of oil and gas. Six thousand companies from 11
states have participated in the actions developed.
In addition, Petrobras maintains a corporate registry of suppliers of goods and services, which
includes technical, economic, legal and managerial requirements, and requirements for HSE,
specific for service providers. With approximately 4,800 companies, the registry serves as the
basis for the selection of suppliers in procurement and bids. The requirements for registration
are available on the company website.
For the supply of goods, the Conditions of Supply of Materials (CFM-2005) established from the
interaction with associations are in force. The hiring standards and contractual guidelines of
Petrobras are included in the Contractual Procedures Manual (MPC). The documents are also
available on the company website.

SOCIAL AND ENVIRONMENTAL RESPONSIBILITY
Management in Social Responsibility
In 2008, Petrobras continued its activities guided by social responsibility and transparency,
aligned with the principles of the Global Compact of the United Nations (UN). Reaffirming its
commitment to sustainable development, the company developed and supported projects to
protect the environment and initiatives to reduce social inequalities. A total of BRL$ 554.5 million
was invested in 2,323 social, environmental, cultural and sporting projects.
The Management Committee of Social Responsibility related to the Business Committee
composed of executives and managers of areas and subsidiaries of the company, has
strengthened its role to discuss sustainability issues and monitor the activities and initiatives
related to the theme. Among the issues addressed in 2008 are the ramifications of Petrobras
Social Responsibility Policy launched in 2007, and the inclusion of the topic as a corporate
function in the Strategic Plan 2020. The Census for Petrobras Diversity and investments
systematics in social and environmental projects were also discussed.
The Census achieved 62% of voluntary participation an outcome considered as excellent for its
first edition. The research aimed to raise fundamental information for the development of
policies, affirmative action and other initiatives for the continuous promotion of equality and
combating discrimination.

Social Responsibility Policy
Petrobras maintains a Corporate Social Responsibility Policy, which includes guidelines on
corporate performance, integrated management, sustainable development, human rights,
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diversity, working principles, sustainable social investment and workforce engagement, and also
expresses the concept of social responsibility for the company.

Representations and International Recognition
In 2008, Petrobras participated in major international forums and discussions on social
responsibility. The company was invited to the Private Sector Forum on the Millennium
Development Goals and Sustainability of Food Production, held by the UN, participating in
roundtables "Energy and Biofuels" and "Poverty and Hunger". The company also attended the
debates of the International Organization for Standardization (ISO) on the development of ISO
26000, the international standard for social responsibility to be launched in 2010.
In the first edition of the GRI Readers' Choice Awards, held in May, the Company Social and
Environmental 2006 Balance was elected the best report in categories All Stakeholders and Civil
Society. The award considers the opinions of readers of sustainability reports from around the
world. In addition, Petrobras participated in meetings of the Stakeholder Council of the Global
Reporting Initiative (GRI) as a representative member of the corporate sector.
In April, the company was named one of the oil and gas companies with a high level of
transparency regarding its income, as reported by Transparency International. The study
evaluated 42 companies and highlighted the participation of 17 in the Extractive Industries
Transparency Initiative (EITI), of which Petrobras is a member.
The company also attended the meetings of the World Business Council for Sustainable
Development (WBCSD), held in Switzerland and South Africa, and in the discussions of
Partneering Against Corruption Initiative (PACI), promoted by the World Economic Forum in the
United States.
Petrobras' performance allowed the company to hold, for the third consecutive year the Dow
Jones Sustainability Indexes (DJSI), the world's most important sustainability index.
Petrobras publicly reaffirmed its commitment to social responsibility and ensured that at no time
failed to comply with the environmental regulations in the country, in response to claims that it
had violate the Resolution 315/2002 of the National Environmental Council (CONAMA). In
addition, it undertook to provide the Diesel S-50 (with lower sulfur content) starting in January
2009, according to the schedule agreed between the Federal Prosecution Service Federal, the
Brazilian Institute of Environment and Renewable Resources (IBAMA), National Agency of
Petroleum, Natural Gas and Biofuels (ANP), vehicle manufacturers, engine manufacturers, the
National Association of Automobile Manufacturers (Anfavea) and Technology Company of
Environmental Sanitation of São Paulo (Cetesb).

Health, Safety and Environment
The commitment to safety, health and environment (HSE) is part of Petrobras' strategic planning.
In 2008, the company invested BRL$ 2.4 billion in safety, BRL$ 1.7 billion in actions to protect the
environment and BRL$ 365 million in health, totaling BRL$ 4.5 billion.
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In order to achieve international standards of excellence in HSE, Petrobras continued its projects
in HSE Excellence and Climate Change, gathering the major corporate actions of the company in
the area and included in the 2020 Strategic Plan.
By year end, 93% of certifiable units in Brazil and abroad were in accordance with ISO 14001 (on
the environment) and BS standards 8800 or OHSAS 18001 (health and safety related), receiving
their certifications granted by national and international bodies. In addition, 52 operating units in
Argentina, Brazil, United States, Peru and Ecuador went through the process of internal
management evaluation, which measures the implementation of HSE practices in the company.

Operational safety
Continuing the trend of previous years, reaching performance comparable to international
benchmarks in the oil and gas industry, Petrobras recorded a reduction in 2008 to 0.59 in Work
Related Accident Leave Rate (TFCA), which corresponds to the number of casualties with leave
for every million man-hours of exposure to risk, even in a scenario of increased operational
activity.
The Fatal Accident Rate (FAR), equivalent to the number of fatalities per 100 million man-hours
of risk exposure, increased from 2.28 in 2007 to 2.40 in 2008. The number of fatalities in the
workforce, including employees and outsourced employees was 18. Out of all the cases, five are
related to a plane crash and four in traffic accidents - a sharp reduction in relation to the nine
fatalities in traffic accidents registered in 2007 as a result of various preventive actions made by
the company in this area.
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Environment
The environmental responsibility actions have focused on increasing the eco-efficiency of
products and processes in order to reduce the consumption of natural resources and the impacts
on the environment.

Atmospheric emissions and climate change
The main management objective of Petrobras on climate change is to reduce the intensity of
emissions of greenhouse gases (GHG) in their processes and products in order to achieve the
levels considered to be excellent in the global energy industry, contributing to business
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sustainability and mitigation of global climate change.
The company monitors its air emissions through the Management System of Air Emissions
(Sigea), which provides an inventory of principal emissions, especially greenhouse gases (carbon
dioxide, methane and nitrous oxide) and regulated pollutants (carbon monoxide, oxides of sulfur
and nitrogen, volatile organic compounds and particulate matter), keeping an updated record
since 2002. The monitoring of emissions developments is essential for the planning of reduction
efforts by Petrobras that prioritize energy efficiency, reduction of burning of associated gas, the
use of renewable energy sources and technological research and development.
In 2008, the company avoided the emission of 930 tons of carbon dioxide (CO2), as recorded by
its indicator: Avoided Emissions of Greenhouse Gases. Petrobras aims to prevent the emission of
2.3 and 4.5 million tonnes of CO2 in 2009 and 2013, respectively. The goals set by the company
allow mitigating the growth curve of the volume of emissions without restricting the expansion of
business, considering a business as usual scenario (usual way of conducting business).

Water resources and wastewater
Petrobras has over 70 ongoing projects related to water treatment and distribution, wastewater
collection and treatment and water reuse in different areas and subsidiary systems. In 2008, the
company collected 195.2 million m3 of fresh water for use in its operations.
Among the projects, the Refinery Capuava (Recap), in São Paulo, the first unit of Petrobras with
zero effluent discharge stands out. The Water Reuse Station inaugurated in the refinery in 2008
will reduce the uptake of water in about 0.7 million m3 per year. Furthermore, the effluent of the
Station can be used for industrial purposes by Petrobras and other companies in the region.
The projects in refineries Henrique Lage (Revap) and Presidente Getúlio Vargas (Repar), with
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completion scheduled for 2009 and 2011, respectively, will enable the saving of more than 7.6
million m3 of water per year.

Waste
Petrobras takes several measures to waste management and minimization. In 2008, the company
established a maximum permissible limit (AML) for the generation of hazardous solid waste in
their processes. The volume of waste generated was 233 thousand tons, below the LMA of 293
tons set for the year, even with the increased production of crude and refined oil.
The company also invests in the development of innovative technologies for recycling and waste
minimization, and has pursued the expansion of the percentage of recycling and reuse in their
units. In 2008, 30% of the hazardous solid waste was reused.

Biodiversity
Petrobras develops numerous initiatives for the preservation and restoration of biodiversity. In
2008, the company continued with the mapping of sensitive, protected and vulnerable areas in
their regions of influence. The mapped data will be entered in a geographic information system
(GIS) that will also house other biodiversity information. The database will help the company
prevent and resolve any impacts to biodiversity around its operations.
In addition, the company holds the Center for Environmental Excellence of Petrobras in the
Amazon (Ceap), which by 2012 will receive approximately BRL$ 500 million in investments.
Through Ceap partnerships with universities, research institutions, government agencies and
NGOs are established, with the aim of consolidating information and knowledge to help minimize
the impact of the company activities on the ecosystem of the Amazon region.

Operations in emergencies
The policy of emergencies action has ten Environmental Protection Centers (ADCs) in continuous
operation, equipped with special vessels, oil skimmers and absorption booms, in addition to
skilled professionals. Thirteen outposts of CDAs provide coverage for different regions of the
country. The Company also maintains three vessels at standing position for emergency response
in Guanabara Bay, on the coast of São Paulo and the coast of Sergipe and Alagoas.
In 2008, Petrobras has promoted seven regional drills, involving the Brazilian Navy, Civil Defence,
Firefighters, Police, environmental, municipal governments and local communities’ bodies, as
well as four large drills in units located in Argentina, Colombia, Mexico and Uruguay.
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Leaking of oil and by-products
The volume of leaks in 2008 was 40% below the maximum permissible limit (AML) set for the
year, keeping in consistent level with the benchmarks of excellence in the oil and gas industry
worldwide.

Health
Petrobras develops several activities to promote health and well-being of their employees,
encouraging beneficial organizational practices and a healthy lifestyle. In 2008, the company held
a series of initiatives to promote healthy eating, which added to the actions related to stimulation
of physical activity and prevention and control of tobacco, ethanol and other drugs, already in
progress.
The actions, which were defined based on the epidemiological profile of employees, included
individual periodic nutrition assessment, nutritional education to employees and their families,
and guidance on the nutritional composition of meals served in units, plus guidance on
requirements for hygiene and sanitary control in the company’s facilities and service companies.
Such actions are extended to all situations where food is supplied by Petrobras, including internal
and external events.
Regarding HIV/AIDS, the Petrobras' policy has as principles the non-discrimination,
confidentiality, counseling and adoption of assistance measures, health education and
epidemiological surveillance of the disease.
The company monitors the results on health with indicators such as Percentage of Time Lost
(PTP), referring to the employees leaves from work due to illness or accidents. In 2008, a PTP of
2.31% it was recorded.
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Sponsorships
Social Projects
The main investments in social projects of the company are concentrated in the Petrobras
Development & Citizenship program, which aims to contribute to local, regional and national
development, promoting social inclusion and decent productive people living in socially
disadvantaged. In 2008, BRL$ 225 million were invested in social projects, 95.7% was allocated to
initiatives supported by the program.
The program involves long-term projects across the country, considering three lines of action:
income generation and job opportunities, education for professional qualifications and guarantee
to the rights of children and adolescents. One of the modalities for Petrobras Development &
Citizenship is public selection, which included 72 new projects in the 2007 edition, whose results
were disclosed in May 2008.
Petrobras monitors the development of the projects supported through a set of indicators and
performance targets, which make it possible to monitor and evaluate the results in an integrated
manner across the country. In 2008, a social investment systematic was established for
Petrobras, and a handbook of good practice in the management of social investment, which
considers the three dimensions of sustainability - economic, social and environmental, was
developed. The manual has as a reference the methodologies used by the UN Global Compact,
GRI, WBCSD and agenda 21.
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Partial results of the Petrobras Development & Citizenship account for 520 000 people served
directly, 6,865 work stations generated by direct investment, increased of 201% in average per
capita income of the projects participants and 34% of participants in vocational courses with
certificates recognized by the National System of Professional Certification. Furthermore, 23% of
the public assisted is in the range of 15 to 29 years, and 96% of participants in the projects to
protect children and adolescents had the total period of assistance completed. Information was
obtained from 295 corporate projects.
Another action by Petrobras in the social realm is the transfer of resources to the Fund for
Childhood and Adolescence (FIA). In 2008, approximately BRL$ 48.5 million was allocated to 268
projects. Major initiatives in partnership with the Special Secretariat for Human Rights and local,
state and national boards for the rights of children and adolescents seek to act in the following
areas: child labor, sexual exploration, domestic violence, educational measures and family and
community living, among others.

Environmental projects
The company invests in environmental projects and supports initiatives aiming at environmental
preservation and dissemination of ecological awareness through the Petrobras Environmental
Program (PPA), contributing to the development of a Brazilian environmental agenda. In 2008, an
amount of BRL$ 53 million was invested in 173 projects throughout the country.
In August, Petrobras launched the new phase of the program, which will allocate in the 20082012 period, a total of BRL$ 500 million to sponsorships and other strategic actions, such as the
strengthening of environmental organizations and their networks and dissemination of
information for the sustainable development.
The third public selection process of PPA had its results released in December. The selection
included 47 initiatives in all regions of the country, which will receive a total of BRL$ 60 million
over the next two years.
The new PPA motto is "Water and climate: contributions to sustainable development", expanding
the theme of the previous phase, that covered water and its biodiversity. The program has three
lines of action: management of surface and underground water bodies; recovery or conservation
of species and coastal, marine and freshwater environments; and carbon sequestration and
avoided of emissions.

De Olho No Ambiente Program (An Eye Out On The Environment)
The Eye Out On The Environment Program was created in 2004 with the objective of contributing
to sustainable development in communities with a low level of social inclusion in areas of
influence of Petrobras units, strengthening the company's relationship with the communities
involved and systematizing a process of ongoing dialogue.
The methodology of the program strengthens community natural processes. In 2008, An Eye Out
On The Environment reached 352 community agendas in 144 Brazilian municipalities. Products
generated collaborate to identify action opportunities for the Development & Citizenship
Program of Petrobras and Petrobras Environmental Program.
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Cultural Sponsorship
The of cultural sponsorship policy of Petrobras is aligned to Strategic Plan of the company, which,
in addition to profitability, underscores its commitment to social responsibility and the
development of the Country. The company strives to protect and value the Brazilian culture
through a sponsoring policy of social reach, combined with public policies for the sector and
focused on affirming Brazilian identity.
Throughout the year, Petrobras invested BRL$ 206.8 million in Culture and sponsored near
thousand projects. Through public selection and direct choice, actions supported by the company
aim at contributing to the strengthening the opportunities for creation, production,
dissemination and enjoyment of Brazilian culture. In addition, Petrobras sponsors projects that
seek to contribute to the ongoing construction of the Brazilian cultural memory, consolidating
the work of rescue, recovery, and organization of the material and immaterial culture of our
culture, prioritizing those at risk, expanding access to these collections.
In 2008, the company launched the fifth edition of the Petrobras Cultural Program (CPP), which
allocates BRL$ 42 million for public selected projects. Through the program, Petrobras sponsors
projects of public interest and provides democratic access to resources. PPC is the main action of
the company in the cultural sphere and the program that most invests in sponsoring cultural
programs launched in the country. The processes are transparent and widely disseminated
throughout Brazil.
PPC is formed by the lines of action "Production and Dissemination", "Preservation and Memory"
and "Training and Education for the Arts." In these three segments projects ranging from cinema,
literature, performing arts, digital culture, music, visual arts and intangible heritage are
sponsored. The Built Heritage projects are sponsored by invitation from the company, which
primarily assists restoration actions of listed buildings and of eminent importance for the history,
architecture and Brazilian culture, also noting the urgency of restoration action in question.

Sports Sponsorship
Petrobras is one of the biggest boosters of sport in Brazil. In research conducted by international
consultants Market Analysis, Petrobras brand is considered the most associated with the national
sport. In 2008, the company invested approximately BRL$ 61.4 million in projects throughout the
country, by means of Petrobras Motor Sports and Petrobras Performance Sports programs.
In Petrobras Performance Sport Program, the company sponsors handball, surfing and tennis,
besides football, with the sponsorship of the Club de Regatas do Flamengo, team with the highest
number of fans in the country. The company also sponsors the Brazilian Olympic spirit, with
official sponsorship of the Brazilian Olympic Committee (COB). Furthermore, it was one of the
first companies to use the benefits of the Federal Law for Sport Incentive, sponsoring the
preparation of the Brazilian delegation to the Beijing Games in 2008.
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In Petrobras Motor Sports Program, the company operates with a focus on technological
cooperation, using the racetracks for research and development of its products, under the most
rigorous conditions. A significant example was the technical partnership with Formula One team
Williams, ended in late 2008. The result was the development of Podium gasoline, currently
considered the best fuel available in the Brazilian market, representing the highest level of
seriousness and commitment of Petrobras with the sector.
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PETROBRAS ORGANIZATIONAL STRUCTURE
Approved by the Board of Directors in October 2000, the new organization model of Petrobras
has been improved to fit the Strategic Plan. In 2008, changes in organizational structure, which
resulted in the implementation of new organizational structure and management units of the
company and the creation of executive management in the Pre-Salt Business Segment
Exploration and Production, were promoted.
In the Financial Area, the Center for Financial Operations of Petrobras, which now executes, in
concentrated form, all financial, accounting and tax transactions, was created. Activities related
to biofuels were transferred to a new wholly owned subsidiary, Petrobras Biocombustível S.A.
Also the transfer of telecommunications activities to the area of Services continued, with the
creation of the executive management of Information Technology and Telecommunications. In
addition to that, restructuring projects for the overseas units linked to the International Business
Area, were approved.
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