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Profile
Founded in 1953 and the Brazilian oil sector leader, Petrobras is a publicly-held
corporation which closed 2012 as the seventh largest energy company in the
world in terms of market capitalization, according to the ranking published by
the Consulting firm PFC Energy. It was also ranked 12th by Petroleum
Intelligence Weekly (PIW), which, in addition to market cap, considers six
operational criteria.
In the oil, gas and energy industry, Petrobras operates in an integrated and
specialized manner in the exploration and production, refining, marketing,
transportation, petrochemical, oil product distribution, natural gas, electric
power, gas-chemical and biofuel segments.

Mission
To operate in a safe and profitable manner in Brazil and abroad, with social and
environmental responsibility, providing products and services that meet clients’
needs and contribute to the development of Brazil and the countries in which it
operates.

2020 Vision
We will be one of the world’s five largest energy companies and the preferred
choice of our stakeholders.
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OWNERSHIP STRUCTURE AT THE END OF 2012

Voting Capital
Common Sotck

Non Voting Capital
Preferred Stock

12.6%

23.9%

25.6%

6.7%
6.3%

50.2%
20.6%

16.4%
27.8%

9.9%

Stock Capital
16.7%

Federal Government

28.7%

BCO. NACIONAL DE DES. ECON. E SOCIAL ‐ BNDES
BNDES PARTICIPAÇÕES S.A. ‐ BNDESPAR

10.8%

CAIXA PREV. FUNC. DO BCO. DO BRASIL ‐ PREVI

6.9%
23.7%
2.8%

10.4%

Level 3 ADRs
Foreign investors (CVM Resolution no. 2,689)
Other individuals or legal entities

MAIN INDICATORS
Proven Oil, LNG, Condensate and Natural
Gas Reserves - ANP/SPE Criterion
(billion boe)

Oil, LNG, Condensate and Natural Gas
Production (thousand boed)
2.400
420

1,980

2008

2.526

2.583

2.622

2.598

413

427

452

479

2,113

2009

2,156

2010

2,170

2011

2.6

2.3

2.6

2.7

2.6

12.5

12.6

13.4

13.7

13.8

2009

2010

2011

2012

2,119

2012

2008
Oil, LNG and condensate

Natural gas

Oil, LNG and condensate

Natural gas
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Consolidated Net Income
R$ million
32.988

35.189

Consolidated earnings per share (R$)

33.313

3.76

30.051

3.43

3.57

21.182

2.55

'

2008

2009

2010

1.62

2011

2012

2008

2009

Oil and Oil Products Spills (m³)

30%
24%

26%
15%

436

13%

387.3

16%

12%

8%

234
2008

2009

2012

Debt ratios
21%

2008

2011

31%

668

254

2010

2010

2011

2012

2009

Short Term Debt/Total Debt

2010

2011

2012

Net Debt/Net Capitalization

Consolidated debt (R$ billion)
181

Market capitalization vs. Net equity
(R$ billion)

136.6
86.9

100.9

147.8

347
224

50.9

307

103.0
73.4

48.8

138

61.0

13.9

15.6

15.1

19.0

15.3

2008

2009

2010

2011

2012

2008

Long Term

332
292

343
255

164
2009
Market value

Short term

380

2010

2011

2012

Net equity

Net debt
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STATEMENT BY THE CEO
Dear Shareholders and Investors,
Net income for 2012 was R$ 21.18 billion. This result, 36% below 2011
net income, was the result of growing oil product imports at higher prices, the
depreciation of the Real, which impacts both our financial result and operating
costs, and the increase in non-recurring expenses such as dry hole expense.
Contributing to the lower income was the daily production of oil in Brazil, which
although within our target range, was 2% lower than 2011 (1,980 kbpd as
compared to 2,022 kbpd).
Our Brazilian refineries produced 1,997 kbpd of refined products, an
increase of 5% over 2011. Improved operating efficiency (98% utilization factor)
was responsible for the higher output, leading to record processing and reduced
import needs. Natural gas consumption increased to 74.9 million m3/d, up 22%
from the prior year, due to increased demand from thermal power plants.
Demand reached 89.4 million m3/d in the fourth quarter, as a result of record
daily energy generation (5,883 MW on November 26), with domestic gas
deliveries (49.6 million m3/d on October 11), reducing the need to import LNG
and Bolivian gas.
Despite the adversities faced by Petrobras in 2012, I would like to
reiterate my strong belief in the Company’s medium and long-term prospects.
This Admininistration fully recognizes the difficulties we face and is working
ceaselessly to overcome them. Following an extensive and detailed diagnosis
of our operating problems, we defined priorities and implemented short and
medium-term structuring initiatives to improve our financial and economic
results. The Operating Cost Optimization Program (Procop), the Program to
Increase the Operating Efficiency of the Campos Basin (Proef), the Divestment
Program (Prodesin) and the Logistics Infrastructure Optimization Program
(Infralog) are examples of these initiatives, which have built-in goals and
indicators established by various working teams and approved by the Executive
Board, and are currently being intensely monitored by top Management.
The positive results are already measurable. The Proef has already
begun to reverse the sharp drop in the efficiency of the Campos Basin
Operational Unit, which fell to as low as 67% in April of 2012 when the program
was implemented, but improved to 78% in December; the Procop established
515 cost reduction initiatives that will generate savings of R$32 billion between
2013 and 2016; and Infralog will rationalize the port, airport, pipeline and
terminal project portfolios in order to meet expected oil and oil product output
and market demand by 2020.
These new processes are now part of our daily routine and dialogue. I
would like to highlight the Executive Board meetings, which are now held twice
weekly to focus on the physical and financial monitoring of the principal projects
in our investment plan. We have also implemented a number of important
structural and organizational changes throughout the Company during 2012,
enhancing efficiency, while at the same time promoting needed administrative
changes. We are fully aware that only the constant pursuit of efficiency will
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allow us to achieve permanent gains that will improve the Company’s long term
profitability, which is this Administration’s primary objective.
In 2013, we can only expect to maintain the current level of oil
production. This is because of the concentration of planned maintenance that is
needed in the first half of the year. Eventually offsetting the impact of the
maintenance will be six new platforms to begin operations in the Sapinhoá,
Baúna and Piracaba, Lula Nordeste, Papa-Terra and Roncador fields. These
will contribute to growing production in the second half of the year, with the
surge of output expected to continue into 2014. We will maintain the pace of our
investments, which are estimated at R$97.6 billion in 2013, mostly allocated to
oil and gas exploration and production in Brazil.
I am determined, together with the Executive Board and its leadership, to
consolidate a process of improving management. Guided by transparency and
pragmatism, we will continue to devote all our knowledge and efforts to
achieving the goals of our Business and Management Plan, thereby generating
more value for our shareholders and investors.
Maria das Graças Silva Foster
CEO
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RESULTS AND MANAGEMENT
Analysis of the oil market
Oil prices in 2012 were influenced by fluctuations in global economic conditions,
especially in the developed countries, and by the sanctions imposed by the
United Nations on Iran. Brent crude prices ranged between a low of
US$88.74/bbl and a high of US$126.65/bbl and averaged US$111.58/bbl for the
year as a whole, 0.28% up on 2011 and the highest ever nominal average.
Oil consumption edged up by 0.9% over the year before, equivalent to less than
one million bpd, driven by non-OECD countries, such as India and China, while
demand from the OECD nations actually fell. The difficulties faced by the
European countries and doubts over the recovery of the US economy reduced
expectations regarding global economic growth and increased fears of a new
recession in the developed nations.
Supply was jeopardized by the economic sanctions imposed on Iran, which led
to a gradual reduction in the country’s output at the beginning of 2012. From
2011 july on, when the sanctions became effective, the process reduced
international market oil supply by around one million bpd, which helped keep
prices up throughout 2012. In addition to the direct impact of reduced
production, the oil market experienced several price spikes associated with the
risk of a more intense conflict involving Iran and with the possible closure of the
Strait of Hormuz, a strategic global oil route.
In 2012, OPEC maintained its production target at 30 million bpd, given that the
moderate growth anticipated for next year could be met by increased production
outside the organization.
In fact, production in the non-OPEC countries increased, fueled by nonconventional output in the United States, whose growth rate accelerated in
2012, partially offsetting the decline in the countries affected by the so-called
"Arab Spring" (except Libya and Sudan).

Corporate Strategy
Petrobras’ corporate strategy considers expanding all the company’s business
areas and is based on sustainable, integrated growth, profitability and social
and environmental responsibility.
The Business Plan is now called the Business and Management Plan (BMP),
underlining the company’s increased focus on project management and the
governance of internal processes.
Petrobras has announced in june its 2012-16 BMP, which is based on the
integrated management of its project portfolio, with an emphasis on the
8

recovery of oil and natural gas production volumes; priority for oil and natural
gas exploration and production projects in Brazil; compliance with and
alignment of the physical and financial goals of each project; and development
of the company's businesses with solid financial indicators.
All of the projects included in the 2012-16 BMP feature physical and financial
"S" curves as a unique management, planning and control reference, which are
monitored on a monthly basis. Senior management also monitors the physical
and financial progress of the most important investment projects, also on a
monthly basis, in order to the ensure compliance with the 2012-16 BMP targets.
The investments needed to achieve the Plan’s growth targets total US$236.5
billion, or an average of US$47.3 billion per year, of which US$225.5 billion
(95%) are allocated to projects in Brazil and US$11 billion (5%) to foreign
operations.
BMP 2012‐2016
US$ 236.5 billion

27.7%
(US$ 65.5 bi)

60.0 %
(US$ 141.8 bi)
5.8%
(US$ 13.8 bi)
2.1%
(US$ 5.0 bi)
1.5%
(US$ 3.6 bi)
1.6%
(US$ 3.8 bi)
1.3%
(US$ 3.0 bi)
E&P

Refining, Transportation & Marketing

Gas, Power and Gas Chemicals

Petrochemical Products

Distribution

Biofuels

Corporate segment

A review of the 2012-16 BMP portfolio did not result in the cancelation of any
projects. The Plan's physical goals will be attained through the management of
the portfolio, which is now divided into two groups:
(i)

Implementation Portfolio: all E&P projects in Brazil and the projects of
other segments that are in Phase IV (Ongoing Projects), totaling
US$208.7 billion in the 2016-2016 period.

(ii)

Assessment Portfolio: projects of other segments currently in Phase I
(Identification of Opportunities), Phase II (Conceptual Project) and
Phase III (Basic Project), totaling US$27.8 billion in the 2016-2016
period.
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Exploration & Production (E&P) will absorb most of the investments – US$141.8
billion, or 60% of the period total. Of this amount, US$131.6 billion will be
allocated to exploration and production in Brazil, of which US$49.7 billion in the
exploration and development of pre-salt discoveries. The Plan prioritizes local
production and envisages investments of US$18 billion in Transfer of Rights
projects. The oil and LNG production goals are now substantially more realistic the company currently expects Brazilian output of 2.5 million bpd by 2016 and
4.2 million bpd by 2020.
The Refining, Transportation and Marketing segment is expected to absorb
US$65.5 billion. The refining capacity expansion projects scheduled for start-up
by 2016 are the Abreu e Lima Refinery and the first refining phase of Comperj.
The company plans to maintain the previous plan’s refining capacity targets,
while aligning the refineries in the assessment portfolio with international
figures.
The Gas, Power and Gas-Chemical segment will invest US$13.8 billion, most of
which allocated to the Três Lagoas Fertilizer Unit, the Ammonium Sulfate
Production Unit and the Baixada Fluminense Thermal Power Plant.
Investments in the Biofuels segment are expected to reach US$3.8 billion, most
of which will go to the subsidiary Petrobras Biocombustíveis’ ethanol projects.
In 2012, Petrobras launched five programs to support the 2012-16 BMP:
- Operational Efficiency Increase Program (Proef) of the Campos Basin
and Rio de Janeiro Operational Units: aims to make the delivery of oil
production more reliable through platform and underwater system interventions
and maintenance, improving operational efficiency and preserving the integrity
of production systems.
- Operating Costs Optimization Program (Procop): aims to increase cash
flow within the time frame of the 2012-16 BMP, to improve productivity using
internal and external benchmarks and to strengthen the management model
focused on cost efficiency;
- Prominp-Petrobras Local Content Management Program: aims to make
the most of the domestic goods and service industry’s competitive capacity, in
order to meet the needs of the 2012-16 BMP, with deadlines and costs adjusted
to best market practices;
- Divestment Program (Prodesin): aims at obtaining funds to finance the
2012-16 BMP and optimize Petrobras’ asset portfolio;
- Logistics Infrastructure Optimization Program (Infralog): aims to plan,
monitor and manage projects and actions in an innovative manner to meet the
company's logistics infrastructure needs by 2020. The integrated analysis of
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logistics solutions will result in synergies and reduce costs in all Petrobras’
business segments, thereby contributing to capital discipline.
Investments
Petrobras invested R$84 billion in 2012, mostly in exploration, production
development and logistics infrastructure for the transportation of oil and oil
product output. To meet demand from the domestic market, the company
invested in the construction of refineries and the installation of units to improve
fuel quality. It also proceeded with Transpetro’s Fleet Modernization and
Expansion Program (Promef), invested in fertilizer and in thermal power plants,
thereby making as much use as possible of the natural gas chain, and
expanded ethanol and biodiesel production capacity, strengthening its presence
in the Brazilian biofuel market.
Investments
R$ million

Fiscal year
2012
Exploration & Production
Refining, Transportation & Marketing
Gas and Power
International
Distribution
Biofuels
Corporate
Total Investments

42.970
28.860
4.166
5.098
1.307
299
1.437
84.137

%
51
34
5
6
2
‐
2
100

2011
34.251
27.117
3.848
4.440
1.157
503
1.230
72.546

%

%

47
37
5
6
2
1
2
100

25
6
8
15
13
(41)
17
16

E&P absorbed R$43 billion, of which R$26 billion went to production
development, R$12 billion to exploration and R$5 billion to infrastructure. These
investments were designed to develop production in the pre- and post-salt
fields, maintain output in the older fields and improve logistics and technological
infrastructure.
The year saw the start-up of the Cidade de Anchieta FPSO (floating production
storage and offloading platform), which focuses exclusively on output from the
pre-salt discoveries in the Campos Basin. In order to transport the gas
produced by this FPSO, Petrobras built the South-North Capixaba gas pipeline,
which connects the platform to the Cacimbas Gas Treatment Unit.
In 2013, two new production systems will begin operations in the Santos Basin:
FPSO Cidade de São Paulo, in the Sapinhoá pre-salt field, and FPSO Cidade
de Itajaí, in the Baúna and Piracaba fields, in shallow post-salt waters.
Another highlight was the successful conclusion of Brazil’s first dry-dock deck
mating operation, which was carried out on the P-55 semi-submersible platform
in the Rio Grande Shipbuilding Complex. The platform will be transported to the
Roncador field in the Campos Basin, for operational start-up in 2013.
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A substantial portion of the investments went to post-salt production
development projects in the Campos Basin, including the Papa-Terra field,
where the company will install the P-61 and P-63 platforms, which are in the
final stage of construction. Module 4 in the Roncador field, whose production
will be handled by the P-62 platform, will become operational in 2014.
The P-58 platform is under construction and will transport post- and pre-salt
output. The platform will be installed in the Parque das Baleias area and will
begin operations in 2014.
Investments in the Refining, Transportation & Marketing segment totaled R$29
billion. Of this total, R$21.7 billion went to refining projects, R$9.4 billion of
which to the Abreu e Lima Refinery (RNEST). The expansion of Petrobras
refining facilities also includes implementation of the first phase of Comperj.
Transpetro took delivery of two ships as part of Promef. In addition, the oil
tankers Zumbi dos Palmares (Suezmax) and Anita Garibaldi (Panamax) were
launched for delivery in 2013.
Investments in the Gas and Power area totaled R$4 billion. Petrobras began
construction of the UFN-III nitrogen-based fertilizer plant in Mato Grosso do Sul,
which will be the largest of its kind in Latin America and will allow Petrobras to
double domestic urea production, thereby helping reduce imports of this
essential agricultural input.
The company completed implementation of the Arla 32 project, in the fertilizer
plant in Camaçari, Bahia (Fafen BA). Arla 32 is a liquid emission-reducing agent
that has been used in heavy diesel-driven vehicles since January.
Petrobras began construction of the gas-powered Baixada Fluminense thermal
power plant, in Seropédica (RJ), and the third LNG regasification terminal in
Bahia (TRBA), which will increase the security of domestic gas supply.
Aiming to maintain its leadership of the Brazilian market and make its brand the
preferred choice of Brazilian consumers, R$1,3 billion were invested in the
Distribution segment, mainly allocated to expanding logistics capacity to cope
with growing domestic demand.
Investments in biofuels totaled R$299 million, 71% of which went to increasing
ethanol supply and to expand the market share of Petrobras Biocombustíveis.
The biodiesel segment received 29%, which was used to expand installed
capacity.
The International segment highlight was the start-up of production in the
Cascade and Chinook fields in the U.S. part of the Gulf of Mexico, connected to
FPSO BW Pioneer. Petrobras is the first company to develop an oil field in the
Gulf of Mexico with an FPSO, a model used regularly and successfully in Brazil.

Stock performance
The stock market closed the year with more positive than negative trends in
relation to the international economic and financial scenario. The leading global
markets all closed on a high note: in the United States, the Dow Jones Index
appreciated by 7.26% and the most important European exchanges also
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recorded gains. In Brazil, the Bovespa Index closed 7.40% up, at 60,952 points,
thanks to improved investor confidence.
Petrobras’ shares closed the year on a downward slope, as did those of its
peers. In Brazil, the company’s common shares (PETR3) fell by 15% and its
preferred shares (PETR4) by 9.17%. On the New York Stock Exchange (Nyse),
its common (PBR) and preferred (PBR/A) share receipts fell by 21.65% and
17.79%, respectively. As a result, Petrobras closed the year with a market cap
of US$124.22 billion.
Average Daily Traded Volume on the BM&FBovespa
(R$ million)
885

651

624

524

505

162

166

151

2008

2009

144

2010
PETR3 (Common shares)

143

2011

2012

PETR4 (Preferred shares)

Shareholders at BM&F Bovespa
(excluding FGTS and FIAs Petrobras quota holders)
396.975

347.721

344.179
313.870

307.519

190.952

1/1/2007
12/31/2007
12/31/2007

Source: Bovespa

1/1/2008
12/31/2008

1/1/2009
12/31/2009

1/1/2010
12/31/2010

1/1/2011

12/31/2011

1/1/2012
12/31/2012

FIAs= share investment fund
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Annual return comparison: Petrobras preferred shares (PETR4) vs. Ibovespa
(assuming reinvestment of dividends)
82.7%
66.0%
5.4%

60.6%
7.4%

1.0%
2.3%

2.9%

2.6%
-25.6%

-48.3%

-21.3%
-18.1%

-23.0%

-41.2%

2.2%
-9.2%
-7.0%

-18.3%

-46.0%
2010

2009

2008

Share return (PETR4)

Dividends

2011

2012

Return on the Ibovespa (*)
(*) includes dividends for comparison

Source: Bloomberg

Annual Return Comparison: PBR vs. Amex Oil
(assuming reinvestment of dividends)
100,5%
5.8%

94.7%

17.0%
13.1%

1.8%

4.1%
2.5%

2.2%

-20.6%
-35.4%

-18,1%

-34.3%

4.1%
1.8%
-21.6%
-19,9%

-32,1%

-57.5%
-55,7%
2010

2009

2008

Share return (PBR)
Source: Bloomberg

Dividends

2011

2012

Return on the Amex Oil (*)
(*) includes dividends for comparison
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Petrobras and Ibovespa Returns (*)
Real Accrued Variation
190.7%

80.9%
59.3%

IBOVESPA

-0.7%
-29.8%
-67.5%

10 years
(*) The IGP‐DI was used as deflator.

-16.0%

-21.4%

PETROBRAS PN
PETROBRAS ON

-72.6%

5 years

1 year

Source: Bloomberg

BUSINESS AREAS
Exploration and Production
In 2012, Petrobras consolidated its successful exploration of the pre-salt and
post-salt areas of the sedimentary basins in the South, Southeast and
Northeast of Brazil. It also moved ahead with activities related to the Discovery
Evaluation Plans (PADs) in these basins, confirming the initial evaluations of
previous discoveries.

Exploration
Petrobras drilled 137 exploratory wells, 80 of which onshore and 57 offshore, 19
of the latter in pre-salt discoveries, with an exploratory success rate of 64%.
The most important discoveries were in the Santos, Campos, Espírito Santo
and Sergipe-Alagoas basins. It is also worth mentioning the Leste de Igarapé
Chibata discovery in the BT-SOL-3 concession, in the Solimões Basin, through
a pioneering well. Confirmation of the area’s economic feasibility and the
discovery of Igarapé Chibata in the same concession may give rise to a new
production complex in the region.
SANTOS BASIN
The company made ten pre-salt discoveries and declared the economic
feasibility of the post-salt Baúna and Piracaba fields, previously known as Tiro
and Sidon, respectively, both of which producing light crude.
Four of the pre-salt discoveries were in the Transfer of Rights blocks: Franco
NW, Nordeste de Tupi, Sul de Guará and Franco SW. Drilling and assessment
of the areas is proceeding, aimed at renegotiation of the agreement in 2014.
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The other discoveries, related to the pre-salt evaluation plans, confirmed the
potential feasibility of Júpiter, Carioca Nordeste, Carioca Sela, Carcará, Iara
Oeste and Dolomita Sul.
Two wells are currently being drilled, known informally as Florim and Sul de
Tupi. The first is in the initial drilling stage and the second has confirmed the
presence of an excellent quality oil reservoir. In addition, preliminary evaluations
indicate that the Sul de Tupi and Lula Field Transfer of Rights reservoirs are
connected.
CAMPOS BASIN
Petrobras drilled four wells targeting post-salt reservoirs and carried out two
extended well tests (EWT), one in Aruanã and one in Oliva, which gave added
support to the declarations of economic feasibility regarding these areas, now
called Tartaruga Verde and Tartaruga Mestiça, respectively. Total recoverable
volumes in these new fields are expected to reach 230 million boe in Tartaruga
Verde and 121 million boe in Tartaruga Mestiça. Petrobras also concluded
assessment of the Piranga discovery, in Caratinga.
The company concluded assessment of the Carimbé discovery. Three EWTs
contributed for the production in the Barracuda/Caratinga (Carimbé discovery),
Marlim Leste (Tracajá discovery) and Brava fields (the latter EWT will end in
2013). Petrobras began drilling two new wells, one in the Forno area (Albacora
field) and one in Brava (Marlim field).
The Operational Efficiency Increase Program (Proef) of the Campos Basin and
Rio de Janeiro Operational Units has begun, reversing the tendency towards
reduced efficiency with average gains of 25,000 bpd in 2012. All in all, the Proef
interventions generated US$519 million in net present value (NPV) by year-end.
ESPÍRITO SANTO BASIN
Two discoveries in the post-salt areas are currently under assessment – the
Tambuatá Santo well, in the Golfinho field, which confirmed the presence of gas
and condensate; and the Grana-Padano prospect, in the BM-ES-24 concession,
where the company discovered oil.
Petrobras forwarded the final evaluation report on the oil discovery associated
with the deepwater well in the Cancã field to the ANP.
SERGIPE-ALAGOAS BASIN
The drilling of five ultra-deepwater pioneer wells in the Sergipe-Alagoas Basin
led to the post-salt discoveries of Barra-1, Moita Bonita, Farfan, Muriú and
Cumbe.
Drilling of the Barra-1 extension well in the Barra area of the BM-SEAL-11
concession revealed a light crude accumulation in a deeper reservoir. The
16

Farfan pioneer well also revealed a light crude accumulation in a similar
reservoir. In the same concession area, Petrobras discovered a further light
crude accumulation in the Cumbe well.
In the BM-SEAL-10 concession, drilling of the Moita Bonita well confirmed
another discovery in the region, while the Muriú well revealed a new crude
accumulation, both in ultra-deepwater.
Petrobras will present the ANP with an Assessment Plan for each discovery,
defining their potential.

Concessions
There were no ANP bids in 2012. Petrobras sold its 40% interest in the BS-4
concession in the Santos Basin, which included the Atlanta and Oliva fields, and
returned certain other blocks as envisaged. As a result, the company’s portfolio
comprises 117 concession agreements, totaling 90,708 km2, distributed through
168 exploratory blocks, 34,049 km2 of which corresponding to 52 discovery
evaluation plans.

Production
The increase in production resulting from the connection of new wells to a
variety of platforms (P-48, P-56, P-57, FPSO Cidade de Angra dos Reis) and
the operational start-up of four oil production projects helped Petrobras to
achieve its oil and liquefied natural gas (LNG) production targets in the 2012-16
BMP.
Oil production operated by Petrobras totaled 1.995 million bpd, of which
Petrobras itself accounted for 1.980 million, 2% down on 2011, but within the
annual goal determined by the 2012-16 BMP. The reduction was due to the
closure of the Frade field as a result of seepage, the higher-than-estimated
number of scheduled stoppages and the operational problems which led to
more interruptions than initially expected.
Petrobras conducted an EWT in the Iracema area through the FPSO Cidade de
São Vicente, in the BM-S-11 block of the pre-salt area of the Santos Basin. The
platform was connected to the RJS-647 well, at a depth of 2,212 meters.
Petrobras began the Espadarte and Oliva EWTs in the Campos Basin, which
were connected to the FPSO Cidade de Rio das Ostras.
September saw the start-up of FPSO Cidade de Anchieta, in the Baleia Azul
field, in the Parque das Baleias, in the Espírito Santo area of the Campos
Basin. This platform has a production capacity of 100,000 bpd of oil and 3.5
million m3/day of gas and produced 77,700 bpd of oil in December 2012, the
ramp-up having been faster than expected. The FPSO is designed for pre-salt
production in the Baleia Azul, Jubarte and Pirambu fields, where Petrobras
holds a 100% interest.
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Natural gas production totaled 63.5 million m³ per day in 2012, 3.3 million m³
more than in 2011, representing an increase of 5.5%. The upturn was mainly
due to higher output from the Lula field (FPSO Cidade de Angra dos Reis), the
interconnection of wells in Mexilhão (PMXL-1) and initial production from
Tambaú (FPSO Cidade de Santos).
It is also worth mentioning the Natural Gas Use Optimization Program (Poag
2015), which has improved the performance of the operational units in the
Southeast region due to the reduction in flaring and the consequent increase in
gas deliveries. Helped by Poag, the associated natural gas use ratio reached
the record level of 91.3%.
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Lifting costs
In 2012, lifting costs, excluding the government take, averaged US$13.92 boe,
11% up on the previous year, basically reflecting higher maintenance costs, due
to the higher number of well interventions and subsea operations, due to the
Campos Basin and Rio de Janeiro Operational Unit Proefs. With a lower impact,
operational costs also increased, due to higher personnel expenses and the
appreciation of the U.S. dollar, which impacted freight costs. In reais, extraction
costs averaged R$27.22/boe, 28% up on 2011, due to the above-mentioned
dollar appreciation.
Including the government take, extraction costs came to US$33.83./boe, 4% up
on 2011, chiefly due to the higher Special Participation rates in the Jubarte,
Marlim Sul and Lula fields, stable production, and the average reference price
for domestic oil in dollars. In reais, extraction costs averaged R$66.16/boe, 20%
up on the year before, influenced by the increase in the average reference price
for local oil in reais, due to the appreciation of the dollar.

Pre-Salt Discoveries
The pre-salt share of the company’s domestic oil production increased from 5%
in 2011 to 7% in 2012. In December, it reached 10%. Petrobras produced
136,400 bpd of oil and 4.2 million m³/day of gas in the Santos and Campos
basins, totaling 162,900 boed. Annual pre-salt output by Petrobras and its
partners reached a record 245,600 bpd of oil.
All in all, 19 pre-salt wells were drilled in 2012. In the search for new exploration
trends in the Santos Basin, Petrobras and its partners drilled six wells outside
the central region of the cluster, where exploratory risks are greater, four of
which proved to be non-productive. However all the other wells drilled in the
Campos and Santos basins were positive, giving a pre-salt exploratory success
rate of 82%.
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The occurrence of ultra-deepwater light crude accumulations was confirmed in
various blocks of the Santos Basin, the most important being the Carioca
Nordeste and Carioca Sela wells in the BM-S-9 block. New good-quality oil
accumulations were also confirmed in the BM-S-8 and BM-S-11 blocks
(Carcará and Iara Oeste wells, respectively).
The Dolomita Sul well, in the BM-S-42 block, confirmed the potential of the
region outside the limits of pre-salt conglomerate of the Santos Basin (PPSBS).
Preliminary results from the Júpiter Nordeste well, also in the BM-S-24 block,
confirmed the presence of natural gas and condensate.
Petrobras concluded the drilling of four new wells, Franco NW, Franco SW,
Nordeste de Tupi and Sul de Guará, in the Transfer of Rights area.
The first production system of the Santos Basin pre-salt discoveries, FPSO
Cidade Angra dos Reis, which operates the Lula Pilot Project, is nearing its full
processing capacity of 100,000 bpd with only four producing wells and one
injection well. In the same area was also concluded the drilling of the region’s
first horizontal well to analyze the characteristics of the Lula reservoir, with
operational start-up scheduled for 2013.
Two itinerant FPSOs with a processing capacity of 30,000 bpd will be used to
perform EWTs in exploratory areas or Anticipated Production Systems (APS) in
in the PPSBS fields. BW Cidade de São Vicente concluded the Iracema EWT in
2012 and will operate the Sapinhoá Norte and Lula Sul APS, while the Dynamic
Producer will execute the EWTs in Franco 1 and NE de Tupi in 2013.
FPSO Cidade de Anchieta began operations in the Baleia Azul area of the
Campos Basin. In the same basin, Petrobras also produces pre-salt oil in the
Brava, Carimbé, Barracuda, Nautilus and Tracajá areas.

Integrated Planning of the Pre-Salt System
The excellent performance of the reservoirs and the success of the associated
water, gas and carbon dioxide injections pushed up well productivity in the
region, positively impacting investments.
The eight replicant FPSOs, whose hulls are under construction in Brazil, will be
used to develop the BM-S-8, BM-S-9 and BM-S-11 blocks in the Santos Basin
pre-salt discoveries. The contracting of topside modules and the integration
packages of replicants one to six was concluded. Petrobras has not yet decided
who will be responsible for the integration of replicants seven and eight, and is
awaiting an assessment of the performance of the already contracted
shipyards.
In 2012, Petrobras also signed an agreement to convert four VLCC (Very Large
Crude Carrier) ships into hulls for the future P-74, P-75, P-76 and P-77
platforms, which will be used to develop the Transfer of Rights areas.
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Drilling Rigs
Petrobras’ strategy focuses on anticipating demand, building new equipment,
and long-term contracting. In line with the Plansal, the company approved the
contracting of 21 drills, concluding the plan to contract 28 offshore drilling rigs to
be built in Brazil to meet demand from the long-term drilling program, especially
in the pre-salt discoveries.
Sixteen offshore drilling rigs began operations, 15 of which operating at a water
depth of more than 2,000 meters, joining the 25 units with the same
characteristics already in operation. The company took delivery of a jack-up
drill, built in Brazil, capable of operating at a water depth of 106 meters. In 2012,
Petrobras signed contracts for three more offshore rigs, two of which for a water
depth of less 999 meters and one for 1,500 meters.
Drilling rigs
Contracted

Own

Onshore

24

11

Offshore (based on
water-depth (WD)

65

9

jack-up rigs

0

5

Floating rigs

65

4

up to 1.999m WD

25

4

2.000 to 3.000m WD

40

0

TOTAL

89
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Projects for 2013
The most important systems that will begin production in 2013 are:


Sapinhoá field (Santos Basin) – pilot project – FPSO Cidade de São Paulo –
located in the BMS-9 block, with a production capacity of 120,000 bpd of oil
and five million m3/day of gas. Began operations on January 7;



Baúna-Piracaba fields (Santos Basin) - FPSO Cidade de Itajaí, with a
production capacity of 80,000 bpd of oil and two million m3/day of gas. This
will be the first definitive system in the area;



Lula field (Santos Basin) - Lula Nordeste pilot project / FPSO Cidade de
Paraty –with a production capacity of 120,000 bpd of crude and five million
m³/day of gas per day;
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Papa-Terra field (Campos Basin) - P-61 (Tension-Leg Wellhead Platform –
TLWP) and P-63 (FPSO) – these platforms will have a joint processing
capacity of 140,000 bpd of crude and one million m³/day of gas;



Roncador field (Campos Basin) – P-55 (semi-submersible) – with a
production capacity of 180,000 bpd of crude and a processing capacity of six
million m³/day of gas.

Petrobras will execute six EWT/APSs, five of which in the Santos Basin’s presalt discoveries and one in the Campos Basin. In the Santos Basin – Franco 1
and Nordeste de Tupi EWTs (FPSO Dynamic Producer); Sapinhoá Norte and
Lula Sul EWTs (FPSO Cidade São Vicente); and the Lula Central APS (FPSO
Cidade de Angra dos Reis). In the post-salt areas of the Campos Basin – the
Espadarte 3 EWT (FPSO Cidade de Rio das Ostras).

Proven reserves
Petrobras’ proven oil, condensate and natural gas reserves in Brazil and abroad
totaled 16.440 billion boe in 2012, according to the criteria of the National
Petroleum, Natural Gas and Biofuel Agency (ANP) and the Society of
Petroleum Engineers (SPE), 0.2% up on the previous year. Petrobras
appropriated reserves of 914 million boe in proven reserves and produced 885
million boe.
For every barrel of oil equivalent extracted in 2012 in Brazil and abroad,
Petrobras appropriated 1.03 boe, corresponding to a reserve replacement ratio
of 103.3%. The reserve/production indicator (R/P) stood at 18.6 years.
The most important appropriations in 2012 in Brazil include:
• the success of post-salt exploration activities in several Brazilian basins:
-the appropriation of volumes from new discoveries near to existing
infrastructure in the Golfinho field, in the Espírito Santo Basin; the Marlim
Sul field, in the Campos Basin; and the Araçás, Cexis, Fazenda Panelas
and Taquipe fields, in the Recôncavo Basin; and
- the declaration of the commercial feasibility of the Tartaruga Verde and
Tartaruga Mestiça fields, in the Campos Basin; the Baúna and Piracaba
fields, in the Santos Basin; and the Piranema Sul and Arapaçu fields, in
the Sergipe-Alagoas Basin.
• the expansion of proven pre-salt reserves due to the higher number of wells
drilled and the better-than-expected performance of production systems in the
Campos and Santos basins.
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Evolution of Proven Reserves in Brazil
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Refining and marketing
Refining
Petrobras’ 12 refineries in Brazil processed 1.944 bpd of crude in 2012, with an
average capacity use of 96%, and produced 1997,000 bpd of oil products.
Brazilian fields were responsible for 82% of total processed crude.
Brazilian crude production reached record levels, 5% up on 2011, due to the
refineries’ improved operational efficiency.
On January 1, 2013. distribution of S-10 diesel began throughout Brazil, fully
replacing S-50 diesel. S-10 has a lower maximum sulfur content of 10 parts per
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million and is available at around 5,900 service points, 2,400 of which owned by
Petrobras.

New developments
Abreu e Lima refinery
The Abreu e Lima refinery will have a heavy crude processing capacity of
230,000 bpd and will produce up to 162,000 bpd of low-sulfur diesel (10 ppm).
The unit will also produce LPG (liquefied petroleum gas), petrochemical
naphtha, fuel oil for ships and petroleum coke. Start-up of the first production
unit is scheduled for November 2014 and the second for May 2015.
Premium refineries
Petrobras is studying the availability of building two refineries for the production
of premium oil products (high-quality and low-sulfur-content compounds),
optimizing the use of local oil. These refineries will basically produce middle
distillates, such as diesel, jet fuel, and coke, part of which will be used by the
units themselves to generate steam and power. Both can also produce asphalt
to supply the domestic market if necessary.
The Premium I refinery will be built in Bacabeira (MA), approximately 60 km
from São Luiz, the state capital. It will be capable of processing 600,000 bpd of
domestic crude into S10 ppm Euro V diesel (high quality and exceptionally low
sulfur content) with international specifications. Construction will take place in
two phases of 300,000 bpd each, with operations scheduled from 2018 on and
2021. The development will also have a port terminal to receive, store and
transfer bulk liquids and solids.
The Premium II refinery, scheduled to begin operations from 2018 on, will be
built in Caucaia (CE), with a crude processing capacity of 300,000 bpd. The
refinery will be connected to a port terminal in Pecém by an 11 km pipeline.
Rio de Janeiro Petrochemical Complex (Comperj)
The Comperj refinery, under construction in Itaboraí (RJ), is programmed to
operate in two phases: the first phase is expected to be concluded in 2015, with
a crude processing capacity of 165,000 bpd, and the second phase, scheduled
after 2018, will extend this capacity to 465,000 bpd.

Sales
Domestic market
The company sold 2.285,000 bpd of oil products in the domestic market in
2012, 7% more than in 2011.
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Diesel sales increased by 6%, reflecting strong retail growth and partially
sustained by imports. Higher consumption of goods increased the use of trucks
and, consequently, demand for diesel.
Gasoline sales recorded the highest growth rate among the leading oil products,
climbing by 17% over 2011, chiefly due to the expansion of the flex-fuel vehicle
fleet and low ethanol production, which made the ethanol/gasoline price ratio
more favorable to gasoline consumption. In addition, the reduction from 25% to
20% in the anhydrous ethanol content of Gasoline C pushed up sales of
Gasoline A.
LPG sales remained flat, the decline in industrial production being offset by
population growth, the increase in individual purchasing power and the social
policies designed to complement income.
Naphtha sales dipped by 1% due to the petrochemical market downturn, while
jet fuel sales increased by 5%, thanks to the higher number of international
flights and flights by small domestic airlines.
Fuel oil consumption grew by 2% due to the emergency dispatch of thermal
power plants during the final quarter. This extra demand for thermal power
offset the reduction in fuel oil sales due to its replacement by natural gas in the
thermal energy and industrial segments.
Exports vs. imports
Oil exports totaled 364,000 bpd, 15% down on 2011, chiefly due to the
processing of a higher volume of national oil in Brazil’s refineries and the
decline in production. Oil product shipments came to 184,000 bpd, down by 9%,
due to higher demand in the local gasoline and diesel markets.
Oil imports stood at 346,000 bpd, down 1% compared to 2011, while oil product
imports climbed by 12% to 433,000 bpd. Gasoline imports moved up due to
higher local consumption, fueled by the increase in the vehicle fleet and the
reduction in ethanol consumption. Despite the production upturn, gasoline
imports jumped by 102% to 87,000 bpd.
The company’s 2012 financial trade balance, based on oil and oil product export
and import volume, excluding natural gas, LNG and nitrogen compounds,
recorded a deficit of US$10.7 billion.

Petrochemicals
Petrobras’ petrochemical activities are integrated with its other business
segments in order to increase production of petrochemicals and biopolymers,
preferably through acquiring stakes in Brazilian and foreign companies.
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Restructuring of petrochemical holdings portfolio
The restructuring of the company’s petrochemical holdings portfolio was
approved. The operation included the partial spin-off of BRK Investimentos
Petroquímicos S.A., Braskem S.A.’s parent company, with the proportional
merger of the spun-off portions by Petrobras and Petrobras Química S.A. –
Petroquisa.
The subsequent incorporation of Petroquisa by Petrobras reduced management
costs, streamlined and aligned business decisions and simplified the investment
approval process.
With the merger of Petroquisa, such as Innova, the following companies
became Petrobras subsidiaries, jointly controlled companies or affiliated
companies (December 31, 2012):







Braskem S.A. (36.20%) – main products: ethylene, polyethylene,
polypropylene and PVC;
Deten Química S.A. (27.88%) – produces raw material for detergents;
Metanor S.A. / Copenor S.A. (34.54%) - methanol, formaldehyde and
hexamine;
Fábrica Carioca de Catalisadores (50%) –catalysts and additives;
Innova S.A. (100%) - ethylbenzene, styrene and polystyrene;
Petrocoque S.A. (50%) –calcined petroleum coke.

Braskem
Braskem acquired Sunoco’s propylene purification assets to strengthen its
presence in the United States. It also inaugurated a new PVC unit in Alagoas,
with an annual production capacity of 200,000 tonnes, and a butadiene unit in
Rio Grande do Sul, with a production capacity of 100,000 tonnes/year. These
units absorbed investments of R$1 billion and R$300 million, respectively.
Main Projects
The 2012-16 BMP calls for petrochemical investments under implementation
and evaluation of US$5.0 billion. The following are particularly worth
mentioning:


Companhia Petroquímica de Pernambuco (PetroquímicaSuape) and
Companhia Integrada Têxtil de Pernambuco (Citepe) – responsible for the
implementation of the Suape Petrochemical Complex, these companies will
produce purified terephthalic acid (PTA), polyethylene terephthalate (PET
resin), textile polymers and polyester yarn.



Comperj – the petrochemical units will produce basic petrochemicals
(ethene, propene, benzene, p-xylene and butadiene) and their associated
products (styrene, ethylene glycol, polyethylene and polypropilene, among
others).
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Companhia de Coque Calcinado de Petróleo – Coquepar - Petrobras will
hold a 45% interest in a petroleum coke calcining unit in Paraná, with a total
production capacity of 350,000 tonnes/year.

Transportation
Transportation and storage
Petrobras Transporte S.A. (Transpetro), a Petrobras subsidiary in the
petroleum, oil product, biofuel and natural gas transportation and storage
segment, operates 7.179 km of oil pipelines, 7.355 km of gas pipelines and 48
terminals — 20 onshore and 28 offshore, in addition to 60 vessels.
In 2012, it transported 46.9 million tonnes of oil and oil products by ship, 7.6%
up on 2011. Its oil pipelines and terminals handled 774.4 million m³ of liquids,
3.6% up on 2011, and an average of 60.7 million m³ of natural gas per day,
18% more than in 2011. The daily natural gas handling record was 80.7 million
m³.

New vessels
The Fleet Modernization and Expansion Program (Promef) envisages the
construction of 49 vessels, adding four million dwt to the current fleet tonnage
and allowing the incorporation of new technologies. The program was
developed based on three premises: the ships will be built in Brazil, there will be
a minimum nationalization ratio of 65% in the first phase and 70% in the second
phase, and the shipyards will become internationally competitive.
One vessel was delivered in 2011 and two in 2012: the João Cândido, the first
Suezmax crude oil tanker, with a capacity of 157,000 tpb, and the Sérgio
Buarque de Holanda and Rômulo Almeida, the second and third oil product
tankers, with a capacity of 48,500 tpb each.
The other 46 ships, scheduled to be delivered between 2013 and 2020, will be
built in Brazilian shipyards.
The fleet also gained seven contracted vessels, five of which DP relief vessels
(with dynamic positioning), with a total capacity of 480,000 tpb, and two crude
and heavy oil product ships, with a total capacity of 309,000 tpb.

Terminals and oil pipelines
Two LPG and natural gas pipelines connecting the Processing Complex in
Cacimbas, in the north of Espírito Santo, to the new terminal at Barra do Riacho
entered the pre-operational phase. The terminal will have a storage capacity of
109,6 m³ of products and will enable oil production from the platform-ship
Cidade de Anchieta.
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Natural gas operations
The Cabiúnas terminal is Brazil's
comprising seven plants with a joint
of natural gas and 4,500 m³/day of
basin. In 2012, processed volume
m³/day, respectively.

largest natural gas processing complex,
processing capacity of 19.7 million m³/day
natural gas condensate from the Campos
averaged 12.4 million m³/day and 1,260

The gas pipeline operated by Transpetro connects Brazil’s Southeast and
Northeast regions and transports the natural gas produced in Amazonas. The
pipeline has 28 reception points and 130 delivery points and its transportation
capacity is facilitated by 11 compression stations, with a total installed capacity
of 432,8 HP.

Distribution
Petrobras Distribuidora is the largest fuel distributor in Brazil, with sales of 51.4
million m³ in 2012, 4.6% up on 2011. Annual net operating revenue totaled
R$80.1 billion and net income stood at R$1.9 billion. The leader in the domestic
fuel market, with an annual market share of 38.1% and 7,641 service points, the
company posted record sales of 4.7 million m3 in October.
Petrobras Distribuidora – Sales Volume Trends
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In line with its strategy of maintaining the leadership of the Brazilian oil product
and biofuel distribution market, Petrobras Distribuidora invested R$1.352 billion
in 2012, R$713 million of which in the maintenance and expansion of its
logistics infrastructure; R$177 million in the development and modernization of
the gas station network; R$53.6 million in gas distribution and energy sales;
R$90.2 million in the aviation segment; and R$35.5 million in the consumer
segment. Another R$52.8 million went towards information technology, R$23.7
million to chemicals and R$5.6 million to asphaltic products.
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Liquigás, a subsidiary that distributes LPG, absorbed R$184.9 million, allocated
to maintenance of the LPG distribution infrastructure.
Distribution investments increased by 16.8% over the previous year, due to
higher local consumption of oil products and the consequent logistic challenges,
chiefly in the Southeast, North and Midwest regions. In addition, the changes in
the diesel mix, designed to reduce sulfur emissions by around 72% by the end
of 2013, demanded further investments in fuel distribution.
The year’s most important projects included the construction of the Cruzeiro do
Sul (AC) and Porto Nacional (TO) distribution centers, the modernization and
expansion of the Duque de Caxias (RJ) lubricant unit, and conclusion of the
Barac I floating dock in Caracaraí (RR). The company also invested in
adjustments to the operational installations in preparation for the sale of S-10
diesel.
Petrobras also implemented important projects to increase aviation operating
capacity, by expanding the aircraft supply fleet and acquiring equipment for
airports and distribution pools.
Gas station investments went to repairing, equipment and adjustments to visual
elements, as well as the expansion of the BR Mania and Lubrax+ convenience
services. In the same segment, the Company implemented Premmia, a
customer loyalty program designed to boost sales.

Natural gas
Natural gas supply totaled 74.9 million m³/day in 2012, 22% up on the year
before, fueled by higher demand from thermal power plants, in accordance with
the needs of the National System Operator (ONS), due to the low levels of
water reservoirs.
Domestic supply came to 39.5 million m3/day, (excluding liquefied gas and gas
used in the production process and well injection, as well as losses). Of this
total, 27.0 million m3/day (excluding gas used for transportation) arrived via the
Bolivia-Brazil gas pipeline, and regasified LNG totaled 8.4 million m3/day.
Brazil’s gas pipeline network currently extends for 9,190 km.
Projects completed in 2012
Five delivery points: Suape, Carmópolis II, Recap II, Resende II and Japeri II.
Ongoing projects
Gasfor II Pipeline (Fortaleza – CE) - Horizonte-Caucaia stretch, extending for
83.2 km;
Cabiúnas Route - this will increase the natural gas processing capacity of the
Tecab – Reduc System (Cabiúnas Terminal – Duque de Caxias Refinery) from
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23 million m3/day to 28 million m3/day, and Tecab’s natural gas condensate
processing capacity from 4,500 m3/day to 6,000 m3/day.
Nine delivery points: UTE Baixada Fluminense, Pindamonhangaba II,
Guaratinguetá, Barra Mansa II, Aquiraz, São Mateus, Goiana II, Rio das Flores
and São Bernardo do Campo II.

Liquefied natural gas
In 2012, the company executed 62 Master Sales Agreements (MSAs) and
conducted 50 cargo purchase operations – 45 of which in Brazil and five resold
in the export market. It also re-exported six shipments.
Ongoing projects
Petrobras continued to implement Bahia’s LNG regasification terminal (TRBA),
the third such terminal installed in the country, with a capacity of 14 million m³ of
natural gas per day, which will become operational in 2013. The Golar Winter
regasification vessel will be transferred from the Baía de Guanabara
Regasification Terminal (TRBGUA) to operate at the TRBA.
In order to replace the Golar Winter, Petrobras chartered an energy bridge
regasification vessel to operate between December 2012 and May 2014 and
another vessel that is under construction and will become operational in May
2014. The two ships will allow the company to use TRBGUA’s full natural gas
injection capacity, of 20 million m³/day.

Sales
In March, Petrobras carried out new electronic auctions for short-term natural
gas sales, maintaining the rules adopted in 2011. In these auctions, the gas
distributors entered into six-month contracts totaling 8.2 million m³/day.
In September, the company established a new short-term natural gas sales
model, comprising three monthly auctions for supply in the first, second and
third subsequent month. In the first three rounds, in September, October and
November, the Company sold supply for October, November and December
2012, and January and February 2013, with respective sales volume of 7.3
million m³/day, 7 million m³/day, 7.1 million m³/day, 1.3 million m³/day and
389,000 m³/day.
In order to reallocate unsold volumes to the thermoelectric market, in 2011
Petrobras began selling gas on the secondary market. This type of sale is
offered to clients in the industrial segment where natural gas is not the major
source of fuel. In 2012 there were 14 supply agreements in force, totaling 2.43
million m3/day.

30

Distribution
Distributors’ gas sales in Brazil averaged 55 million m³/day in 2012, 15% up on
2011, reflecting the 99% increase in consumption from gas-powered thermal
plants demanded by the ONS.
Petrobras maintains interests in 21 natural gas distributors, and is the
controlling shareholder of Gas Brasiliano and the BR concessionaire in Espírito
Santo, and also has stakes varying from 23.5% to 83% in the others. In most
cases, it also participates in their technical and commercial management.
These 21 distributors sold 28 million m³/day in 2012, 14% up on 2011 and
equivalent to 51% of Brazil’s gas distribution market.
Location of the gas distribution companies by state

Electric Power
In 2012, Petrobras generated 2,699 average MW for the National
Interconnected System (SIN), from its 18 owned and leased thermal power
plants (UTEs), with a joint installed capacity of 6,235.2 MW.
Generation was 313% higher than in 2011 due to dispatch requests from the
ONS, the delivery of fixed volumes, the supply of steam to clients and energy
exports to Uruguay.
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The Company's installed generating capacity totaled 7,028 MW, including
projects in which it is a minority shareholder.
Petrobras sold 2,675 average MW of electric power in the unregulated market.
Petrobras - Thermal Power Generation
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generation projects.
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Projects concluded in 2012:
Closing of the cycle of the Luís Carlos Prestes UTE (Três Lagoas – MS) —
increase in installed capacity from 252 MW to 368 MW.
Suape II UTE (Cabo de Santo Agostinho – PE) — Construction of the 380 MW
Suape II Thermal Plant. Petrobras retains a 20% interest.
Ongoing Projects:
Closing of the cycle of the Sepé Tiaraju UTE (Canoas – RS) — Expansion of
the Sepé Tiaraju UTE, scheduled for 2014, with an increase in installed capacity
from 161 MW to 248 MW.
Baixada Fluminense UTE (Seropédica-RJ) — Construction of the 530 MW plant
to meet demand of the agreement entered into between Petrobras and the
winner of the A-3 Energy Auction, in 2011. Operational start-up is scheduled for
2014.
Solar Energy — Initial construction of the 1.1 MW Alto do Rodrigues
Photovoltaic Plant – (Alto do Rodrigues – RN), with an installed capacity of 1.1
MW. The plant will become operational in 2013.

Fertilizers
Petrobras has two fertilizer plants in Bahia (Fafen-BA) and Sergipe (Fafen-SE),
whose products are urea, ammonia, nitric acid, carbon dioxide and Arla 32, a
32.5% solution of urea in demineralized water for use in diesel-powered heavy
vehicles to reduce the emission of pollutants.
The company entered into an agreement with Vale S.A. for the acquisition of
Araucária Nitrogenados S.A., located in Araucária, Paraná, which will make
avaliabe of 700,000 tonnes/year of urea and 475,000 tonnes/year of ammonia
from asphaltic residue supplied by the Presidente Getúlio Vargas Refinery
(Repar) in Araucária.
Sales in 2012 came to 848,000 tonnes of urea and 230,000 tonnes of ammonia.
Petrobras’ urea production reached the record level of 855,000 tonnes. Of this
total, Fafen (BA) produced 401,000 tonnes, also a new record.
Ongoing projects
Petrobras is building one new fertilizer plant and expanding two existing ones.
Nitrogen Fertilizer Plant III (Três Lagoas-MS) – This plant, which is in the
implementation phase, will provide 1,223,000 tonnes of urea and 70,000 tonnes
of ammonia per year as of 2014.
Expansion of Fafen-SE — An ammonium sulfate plant under implementation
which will produce 303,000 tonnes per year from surplus sulfuric acid produced

33

by the Abreu e Lima Refinery (RNEST). Operations are scheduled to begin in
2013.
Arla 32 at Fafen-BA — In June, Petrobras concluded the second construction
phase of the Arla 32 project, for production of 200,000 m³/year.

BIOFUELS
Biodiesel
Petrobras Biocombustível S.A. (PBIO) owns three biodiesel plants directly, in
Candeias (BA), Quixadá (CE) and Montes Claros (MG), and two others through
the jointly-owned subsidiary BSBIOS, in Passo Fundo (RS) and Marialva (PR),
with a joint production capacity of 765,000 m3/year. All the plants have received
the Social Fuel Seal, signifying compliance with the guidelines of the National
Program for Biodiesel Production and Use (PNPB).
PBIO recorded the highest sales to the local market in the latest ANP auctions.
The changes to the auction rules, which extinguished the limit of 80% of the
plants’ installed capacity, contributed to PBIO’s market share’s
increase.
Petrobras Biocombustível is developing two projects in Pará that will use palm
oil as raw material: the Pará Project, which includes a biodiesel unit with
production capacity of 230,000 m³/year, to supply the local market, with a focus
on the North region; and the Belém Project, a partnership with Galp Energia, for
the production of 270 tonnes/year of green diesel in Portugal, to be sold to the
European market.
Ethanol
PBIO, through its joint subsidiary Nova Fronteira and its affiliated companies
Total and Guarani, holds an interest in ten ethanol plants in Minas Gerais, São
Paulo and Goiás and one in Mozambique, in Africa. The three companies jointly
closed the 2012/2013 harvest with a sugarcane crushing capacity of 22.5 million
tonnes, ethanol production of 822,000 m³ and sugar output of 1.6 million
tonnes. They also sold 540 GWh of surplus electricity.
Total Agroindústria
PBIO retains 43.58% of Total Agroindústria Canavieira S.A., which owns an
ethanol plant in Bambuí-MG, with a current sugarcane crushing capacity of 1.2
million tonnes/year.
The company will invest R$130 million in capacity expansions, doubling
sugarcane crushing capacity to 2.4 million tonnes/year and raising ethanol
production capacity to 206,000 m3 per year, in turn increasing sales of surplus
energy from sugarcane bagasse from the current 30 GWh/year to 167
GWh/year.
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Guarani
In 2012, PBIO invested R$212.5 million in Guarani S.A, increasing its interest to
35.76%. The transaction followed an investment agreement with Tereos
Internacional S.A. for the acquisition of up to 45.7% of Guarani via a capital
transfer of up to R$1.6 billion over five years. Currently, Guarani owns seven
units in São Paulo and one in Mozambique.
Investments totaling R$748 million are under way to raise sugarcane crushing
capacity, ethanol production, sugar output and energy cogeneration by 2015.
As a result, sugarcane crushing capacity will increase from 21.5 million to 24.6
million tonnes/year, in turn expanding ethanol production capacity to 1.1 billion
m³/year, sugarcane production capacity to 1.8 million tonnes/year, and surplus
energy sales to 1,319 GWh/year.
Nova Fronteira
PBIO retains 49% of Nova Fronteira Bioenergia S.A. This partnership with the
São Martinho Group is aimed at expanding ethanol production in the Midwest
region of Brazil. The plant’s current sugarcane crushing capacity totals 3.4
million tonnes/year.
Nova Fronteira has announced investments of R$720 million in the Boa Vista
Unit over the next three years. The funds will be allocated to expanding the
unit’s sugarcane crushing capacity to up to 8.0 million tonnes/year, increasing
annual ethanol output from 211,000 m3 to 700,000 m³ per year. Surplus energy
sales are expected to climb from 265 GWh/year to 600 GWh/year.

International Market
International Operations
Petrobras operates in 21 countries outside Brazil. Its international operations
are based on the following strategic pillars:
•

Applying the technical and geo-scientific knowledge acquired by Petrobras’
E&P operations off the Brazilian coast to areas with similar characteristics and
high potential oil reserves, with a current focus on the West African coast and
the Gulf of Mexico;

•

Focusing on natural gas businesses to complement gas supply to the
Brazilian market.
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Petrobras throughout the world
Activities
Exploration
&
Production

Gas &
Power

Refining /
Petrochemical

Distribution /
Sales

Argentina
Bolivia

√
√

√
√

√

√

Brazil

√

√

√

Countries

Representation

American Continent

Chile
Colombia
U.S.A.
Mexico
Paraguay
Peru
Uruguay
Venezuela

√

Headquarters

√
√

√
√
√

√

√
√

√
√
√

√

√

African Continent
Angola
Benin
Libya
Namibia
Nigeria
Gabon
Tanzania

√
√
√
√
√
√
√

European Continent
Netherlands
United Kingdom*
Portugal

√

√
√

√

Asian Continent
China*
Singapore*
Japan
Turkey

√

√
√
√

√

*In these countries the representation offices are under the management of the Downstream area, not the
International Area

In 2012, Petrobras invested R$5 billion in its international businesses, 91% of
which went to exploration and production and 9% to refining, petrochemicals,
distribution and gas and power activities. Production totaled 145.9 bpd of oil and
16.5 million m³/day of natural gas, totaling 243.100 boed, while Petrobras’
refineries processed 176.800 bpd of crude from a total capacity of 230.500 bpd.
Capacity use averaged 70% in the year.
International proven oil and natural gas reserves totaled 711 million boe, 0.8%
up on 2011, resulting in a reserve replacement ratio of 108%. According to the
SPE criterion, this volume represents 4.3% of the Company’s total reserves.

Business Development
The Americas
In addition to Brazil, Petrobras operates in 10 countries in the Americas:
Argentina, Bolivia, Chile, Colombia, the United States, Mexico, Paraguay, Peru,
Uruguay and Venezuela. There are 866 gas stations, in addition to exploration
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and production assets in eight of these countries, which jointly produced 93.800
bpd of oil and 16.500 million m³/day of natural gas, totaling 191,000 boed.
In Argentina, oil and gas production fell by 2% over 2011, influenced by the
natural decline of the mature fields.
In Bolivia, natural gas output from the San Alberto, San Antonio and Itaú fields
helped supply the Brazilian market via the Bolivia-Brazil pipeline.
In Colombia, in addition to crude production from onshore fields, the Company
continued with its offshore exploration activities, including the Tayrona block.
In Peru, Petrobras produces crude in Lot 10, where the hiring of an additional
rig enabled it to surpass the annual production target. The Company also
continued to develop production in Lot 57 and explore Lot 58, both of which
contain gas discoveries.
In the United States, Petrobras moved ahead with its exploration project
schedule and began operations in Cascade & Chinook, increasing production in
the country, where it already retains the Coulomb and Cottonwood fields.

Africa
Oil production in Nigeria (Akpo and Agbami fields) and Angola (block 2) totaled
52.100 bpd.
The Company also maintains exploratory activities in Tanzania, carried out 3D
seismic surveys in Benin, and continued with the exploratory analysis works in
Gabon.
The well drilled in the Kabeljou-01 exploratory area in Namibia turned out to be
dry, but Petrobras will continue evaluating the remaining potential of the block.

Asia and Oceania
Petrobras owns a refinery in Okinawa Island, in Japan, with a processing
capacity of 100,000 bpd. The Company interrupted its activities in New Zealand
after the 2D seismic assessment indicated that the oil and gas reserves in the
Raukumara Basin were not economically feasible.

Europe
The Company has exploration projects in the Peniche and Alentejo basins in
Portugal and acquired seismic assessments, whose analysis is under way.
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Unit Lifting Cost - International Market (US$/bbl)
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International Proven Reserves of Oil, LNG, Condensate and Natural
Gas - SPE Criterion (million boe)

1,270
1,090
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514
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Oil, LGN and condensate

Natural gas
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Research & Development
Petrobras invested R$2,2 billion in R&D in 2012. These funds are managed and
coordinated by the Company’s Leopoldo Américo Miguez de Mello Research
and Development Center (Cenpes), the largest research complex in the
southern hemisphere and privately used by Petrobras, which has 1,897
employees, 1,420 of whom dedicated exclusively to R&D and 314 to basic
project engineering. In terms of qualifications, 23% of researchers have a
doctorate and 42% have a master’s degree.
The main achievements in 2012 were:















Conclusion of the new geological model of Brazil’s Atlantic continental
shelf, which will provide more precise estimates of the exploratory risk
inherent to offshore sedimentary basins;
Updating of the geological evolution model for the Parnaíba basin, thereby
improving the analysis of conditioning factors for the presence of oil and
gas accumulations in the area;
Conclusion of the 3D seismic velocity model for the Jupiter discovery in
the pre-salt area of the Santos basin. This model will determine the most
appropriate acquisition, processing and analysis strategies, thereby
improving the visualization of reservoirs, essential for optimizing
investments in the exploration and production development stages.
Application of state-of-the-art technology and analyses in simulators
developed at Petrobras that will help with the drilling of the first horizontal
well in the pre-salt discoveries. This type of well will reduce pre-salt
development costs, increasing production from fewer wells;Installation of
the first intelligent pre-salt completion systems, which will also permit
increased production;
Operational start-up of the largest helico-axial multiphase subsea pump in
the world, developed by Petrobras and Framo Engineering, which
increased liquids production in the Barracuda field by around 6,000 bpd.
Operational start-up of the subsea seawater injection system, developed
by Petrobras and Framo Engineering, which currently injects 500 m3/d in
the Albacora field, in the Campos Basin;
Preparation of the Basic Project and Technical Documentation for the P74, P-75, P-76 and P-77 platform bids in the Onerous Assignment oil
fields. The project was conceived by balancing investment and operating
expenses, with technical parameters and costs in line with international
specifications;
Increase of 5% in gasoline production from the Gabriel Passos Refinery
(Regap), by using the new iso-zoom additive;
Operational start-up of the first cracked naphtha hydrodesulfurization
industrial unit with Petrobras technology, in the Capuava Refinery,
enabling the production of gasoline with a sulfur content of up to 50 ppm,
in accordance with ANP specifications for 2014;
Reduction of Regap’s water consumption by 420 million liters per year,
equivalent to the daily consumption of 6,000 people, through a pioneering
refinery wastewater reuse system;
40






Implementation of advanced controls in the ammonia fertilizer plant in
Bahia, which reduced the unit’s natural gas consumption by 4.6% and will
prevent emissions of 17,000 tonnes of CO2 per year;
Start-up of the energy recovery system in the Paulínia Refinery, specified
by Petrobras. Its production of between 11 and 13 MW, reduces the
refinery’s electricity purchase costs by up to 90%;
Implementation of SACIOT technology in the Planalto Paulista Refinery
(Replan), which reduced particulate emissions by 25% at a cost 20 times
lower than conventional technology.
Development of the new marine monitoring system, which will meet the
requirements of environmental bodies for the disposal of water produced
offshore.

Petrobras invested R$586 million in universities and national science and
technology institutions in 2012, allocated to R&D projects, the training of
technicians and researchers, and the expansion of laboratory infrastructure.
Partnerships with suppliers were also strengthened, chiefly in regard to pre-salt
projects.

SOCIAL AND ENVIRONMENTAL RESPONSIBILITY
Social Responsibility
Petrobras invested R$323,2 million in 839 social, cultural, environmental and
sporting projects in 2012. In September, the company began the public
selections for the Petrobras Environmental Program and the Petrobras
Development and Citizenship Program, which will allocate R$102 million to
environmental projects and R$145 million to social projects over two years. The
chosen initiatives will be announced in the first quarter of 2013.
One of the segments of the Petrobras Sports & Citizenship Program focuses on
social inclusion and the development of children and teenagers through sporting
activities. The public selection, whose investments will total R$30 million in two
years, benefited 32 educational sports projects in 17 Brazilian states.
The company carried out the second edition of the public selection for the
Petrobras Community Integration program. Investments totaling R$14 million
will be allocated to 74 social projects in the communities surrounding the
company’s units in the states of São Paulo, Paraná, Santa Catarina and Rio
Grande do Sul.
In June, the Rio+20 United Nations Conference on Sustainable Development
was held in Rio de Janeiro with the participation of more than 100 heads of
state and government representatives, as well as top executives and
representatives of civil society. Petrobras, one of the event’s official sponsors,
drew attention to second generation ethanol production technology.
Petrobras’ CEO, Maria das Graças Silva Foster, took part in the Women
Leaders Forum and the Rio+20 Corporate Sustainability Forum. In the latter,
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she was appointed a member of the UN Global Compact International Council,
by UN Secretary General Ban Ki-Moon.
Petrobras was listed in the Dow Jones Sustainability Index (DJSI) for the
seventh consecutive year. The DJSI contains 340 companies, 26 of which from
the oil and gas industry. The Company was granted the maximum rating in the
transparency criterion for the sixth consecutive year, and was also considered a
benchmark in the “cleaner fuels” and “environmental management policies and
systems” categories.
For the third consecutive year, Petrobras was recognized as one of the world's
100 most sustainable companies during the World Economic Forum in Davos.
The Global 100 ranking, created by the Canadian magazine Corporate Knights,
evaluated 3,500 companies based on criteria such as energy management,
GHG emissions, water resources, waste, innovation, safety and transparency.

Health, Safety, the Environment and Energy Efficiency
(HSE)
In 2012, Petrobras invested R$5.1 billion in its integrated health, safety and the
environment management operations and projects.
In order to improve its HSE performance, the company developed initiatives to
meet legislative requirements and adopted practices to ensure the safe and
profitable operation of its units.
At the close of 2012, 88% of Petrobras’ 295 operational units in Brazil and
abroad had ISO 14001 (environmental management) and OHSAS 18001
(health and safety management) certification. All the oil refined in Brazil was
processed in units certified in accordance with the above-mentioned standards.

Safety
Petrobras adopted safety measures to improve the reporting and registration of
accidents, in addition to encouraging a corporate culture focused on the
prevention and elimination of risks. The Company emphasized the importance
of all employees, including operational staff, previously evaluating the risks
involved in each activity before carrying it out.
As of 2012 the Company included the Recordable Injury Rate (RIR) as one of
its safety indicators, replacing the Accident Frequency Rate, which was based
on time-lost accidents only. The RIR includes accidents without lost time, as
well as first-aid cases.
The other indicators are the Number of Fatalities and the Fatal Accident Rate
(FAR), which is the number of fatalities per 100 million man-hours worked. In
2012, both of these indicators, which include data from Company employees
and outsourced company employees, recorded a decline.
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Oil and oil product spills
In 2012, oil and oil product spills totaled 387 m³, 36% below the maximum alert
limit of 601 m³ established for the year. The Company kept its spill volume
below one m3 per million barrels of oil produced, making it a benchmark for
excellence in the global oil and gas industry. The adoption of a new spill
communication, treatment and registration model permitted the daily monitoring
of these incidents, their impacts and their mitigation measures.
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Petrobras also defined the Zero Spill Plan, which is designed to reduce the risk
of spills during operations and optimize their management if they do occur.
Comprising initiatives in the management, processing and integrity areas, the
Plan is being implemented in the Company’s business areas and subsidiaries.
Oil spills from Petrobras x peer group average (m3)
(Oil spills larger than 1 barrel- 0,159m3 - that af f ected the environment)

6,687
5,083

3,125
2,873
436
2008

668

254
2009
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Petrobras

234

387

2011
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Peer group average

Environment
Petrobras always seeks to minimize the environmental impact of its operations
and products in order to reduce pollution and the consumption of natural
resources.

Water resources and effluents
With the aim of ensuring sustainable water supply for its activities, Petrobras
has been investing in the rationalization of water use in its operations. In 2012,
nearly 22.8 billion liters of water were reused, around 6% more than in 2011
and enough to supply a city with a population of 550,000. Water savings from
rationalization and reuse guarantees Petrobras a reliable water source, thereby
sparing natural resources.

Solid waste
Petrobras does everything possible to reduce its solid waste output and
encourage reuse and recycling, as well as identifying and testing cleaner and
innovative waste treatment technologies. In 2012, the company recycled 40% of
total treated volume, with energy recovery playing an important role.

Biodiversity
Petrobras maps protected and endangered areas within and around its facilities.
In order to consolidate this survey, it uses a system that allows integrated
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access to internal and external environmental information. The Company also
participates in several initiatives that contribute to the understanding and
conservation of biodiversity, such as the UN’s Proteus Project, various
biodiversity characterization and monitoring studies, and the International
Petroleum Industry Environmental Conservation Association’s Biodiversity
Working Group.

Energy efficiency, atmospheric emissions and climate change
Petrobras always seeks to reduce the intensity of its greenhouse gas emissions
and maximize the energy efficiency of its activities.
In 2012, gas flaring was reduced by 60.8% and 91.2% of the associated gas
was used, an improvement over the previous year. Investments of R$58 million
in energy efficiency projects, optimization and reliability, as well as changes in
operational procedures, generated savings of around 4,000 boed. The
highlights included the use of renewable energy and the development of energy
efficiency initiatives through the National Program for the Rationalization of Oil
and Natural Gas Product Use (CONPET).
It is also worth mentioning the agreement with the Japan Bank for International
Cooperation for a loan of up to US$1 billion to finance energy efficiency projects
aimed at reducing GHG emissions.

Health
Petrobras monitors corporate indicators measuring the prevalence of health
problems, workplace accidents and occupational diseases, as well as the
performance of health-related initiatives throughout the year. It also monitors
employees’ lost time due to illness or accidents through the Percentage of Time
Lost (PTL) indicator, which stood at 2.23%, lower than the annual maximum
alert limit of 2.41%.

Contingency management and emergency measures
Petrobras maintains standards, procedures and structured plans for dealing
with emergencies at corporate, local and regional levels. The material resources
include 45 large-scale oil collecting vessels; 261 support vessels and vehicles;
165,000 meters of oil spill containment booms; 167,000 meters of absorbent
booms; 481 oil skimmers; and 225,000 liters of chemical dispersants, among
other items available in its ten Environmental Defense Centers and 13
advanced bases, as well as in the Emergency Response Centers, present in
more than 20 cities in Brazil.
The Company is a member of Clean Caribbean and Americas and Oil Spill
Response Limited, organizations specializing in promoting and complementing
resources to ensure an efficient response to oil spills on a global scale.
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In 2012, Petrobras carried out 51 regional and corporate emergency
simulations, which, whenever necessary, involved the Brazilian Navy, Civil
Defense, firefighters and the Military Police, as well as environmental bodies,
municipal authorities and local communities.

MANAGEMENT & ORGANIZATIONAL STRUCTURE
Financing
Corporate financing
Recognition of Petrobras’ credit quality by banks, investors and official credit
agencies (ECAs) was reflected in favorable financing costs and terms, despite
the economic turbulence in Europe, enabling the company to maintain the
liquidity level needed to implement its investment plan.
Petrobras raised funds on the domestic and international capital markets
through bond issues totaling US$ 10.8 billion and bank loans totaling US$5.5
billion. ECA financing came to US$878 million, and US$2.4 billion was
contracted from the BNDES.

Financing suppliers and clients
The aim of the Progredir (Progress) program, the main financing tool for the
developing Petrobras supply chain, is to facilitate access to working capital by
firms supplying products and services to the company, by ensuring lower
interest rates, since the credit risk assumed by the banks is that of Petrobras
itself.
In 2012, 428 companies took out 677 loans totaling R$3.3 billion, guaranteed by
the flow of receivables from their supply contract. Since October, these
companies have also been able to get advances on deliveries through the
Progredir portal on the Petrobras website.
Suppliers can also take out loans through Receivables Backed Investment
Funds (FIDCs), capital market instruments through which they can receive
advances if they have a contract with the company. Petrobras monitors 12
FIDCs related to its suppliers and is an investor in some of them. In 2012, these
FIDCs advanced R$600 million to 233 companies through 1,263 operations.
Since the program was launched, the FIDCs have disbursed R$3.8 billion in
1,528 operations involving 294 companies.
FIDCs are also used to streamline Petrobras’ cash flow from some of its product
sales to customers, who also benefit. For example, there has been a FIDC in
place for Braskem’s sales since 2011, which obtained R$500 million in 2012
with operations totaling R$1.5 billion.
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Risk management
Petrobras’ risk management is handled by the Executive Board, based on
specific policies and guidelines.

Market risks
Petrobras is exposed to several risks, especially those resulting from variations
in oil and oil product prices, and exchange or interest rates, which can
adversely affect the value of its financial assets and liabilities, as well as its
future earnings and cash flow.
The company adopts an integrated risk management strategy, according to
which management does not focus on individual risks (of particular operations
or business units), but takes a broader and more consolidated approach, taking
advantage of possible natural hedges. Structural initiatives created as a result
of the proper management of corporate capital and debt are preferred to
derivative financial instruments.

Insurance
Petrobras takes out insurance policies in order to transfer to the insurance
market risks that could generate substantial losses, as well as those risks for
which insurance is mandatory due to legal or contractual provisions. The
company is capable of absorbing a large share of its risks and, as a result,
takes out policies with deductibles of up to US$80 million. Most of the pipeline
network in Brazil and the risks related to well control and lost earnings (in case
of accidents) are not insured. Platforms, refineries and other facilities are
covered by operational and petroleum risk policies, while cargo handling is
covered by transportation policies, and vessels by hull and machinery
insurance. Civil liability and environmental pollution are also covered by specific
policies.
Projects and facilities under construction, with potential maximum damages of
more than US$80 million, are covered against engineering risks by insurance
taken out by Petrobras itself. Given the volume of investments envisaged in the
2012-16 BMP, the total amount paid in insurance premiums to cover the
engineering risks associated with the new projects is expected to increase
substantially. In order to meet this demand, Petrobras maintains two umbrella
insurance policies that cover engineering risks, one for onshore projects and the
other for offshore projects.
For insurance purposes, assets are evaluated at their replacement cost. The
maximum indemnification limit of the operational risk policy is US$1.4 billion. In
the case of the petroleum risk policy, the limit is US$2 billion, corresponding to
the highest replacement cost for the company’s platforms. In 2012, the total
premium of the company’s main insurance policies (operating and petroleum
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risk) came to US$97 million over 18 months, while insured assets totaled
US$142 billion.

Credit
The volume of credit granted, which had been increasing every year, declined
slightly in 2012 due to the international crisis.
Petrobras’ policy for granting and reviewing customer credit complies with
Sarbanes-Oxley (SOX) guidelines. After analysis, credit is approved by the
Credit Commissions or higher instances.
The control of credit utilization in Brazil and abroad is centralized and the credit
control and granting processes are constantly being improved, supporting the
increasingly sustainable sales performance. This allows Petrobras to build
closer relations with its customers and increase the use of credit as a
commercial instrument.

Human resources
In 2012, Petrobras was once again recognized for its excellence in human
resources management. For the fifth consecutive year, it was elected one of the
most desired companies to work for, according to a survey by the consulting
firm Aon Hewitt, which interviewed around 30,000 professionals in more than
150 companies throughout Brazil. It also regained its top position in the
“Empresa dos Sonhos dos Jovens” (Young People’s Dream Company) survey
conducted by Cia. de Talentos, while a survey by the consulting firm DMRH
elected it the “Executives’ Dream Company”.

Workforce Growth
The Petrobras System closed 2012 with 85,065 employees, 3.8% up on 2011.
The parent company hired 2,798 employees throughout the year.
Personnel ‐ Petrobras System
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Personnel by Department ‐ Parent Company
Exploration & Production

26,644

Refining, Transportation & Marketing

12,639

Corporate Engineering Technology and materials

8,412

Corporate + services

4,821

Concessions granted*

2,603

Gas & Power

2,038

Financial

1,841

Strategic area

1,838

International Area

541

Recently hired personnel from Petrobras University

501

Personnel ‐ Subsidiaries
Thermal‐power
plants
TBG
330
291
Other companies
1,107

Petrobras
Biocombustível
166

Petrobras
Distribuidora/Liquigás
7,720
Transpetro
5,933

Thermal power plants: Termoaçu S.A, Sociedade Fluminense de Energia Ltda, Termomacaé Ltda, Termoceará Ltda,
Arembepe Energia S.A, Energética Camaçari Muricy I S.A.
Other companies: Companhia Petroquímica de Pernambuco, Companhia Integrada Têxtil de Pernambuco - CITEPE,
Ipiranga Asfaltos S/A, INNOVA, Breitener Energia, Breitener Jaraqui, Breitener Tambaqui, Gaspetro and Gas
Brasiliano.

Benefits
The Multidisciplinary Healthcare Plan (AMS) covered 276.000 beneficiaries at
approximately 21.000 points of service. Expenses with medical consultations,
tests and hospitalization totaled R$990 million.
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Multidisciplinary Healthcare Plan (AMS) ‐
Beneficiaries x Net Cost (Petrobras)
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Petrobras spent R$203.5 million on educational benefits, involving 24.610
employees and 35.506 dependents.
Evolution of Tuition Costs by Modality (R$ million)
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0.8 1.2

2009
Secondary Education

2010
Preschool

Companion benefit

1.1

2011
Childcare tuition

2.6

1.4

3.5

2012
Young college education program

Personnel costs
Personnel costs include employees’ fixed compensation (salaries, extras and
charges) and expenses related to the benefits. In 2012, these costs totaled
R$17.3 billion for the parent company, 18.8% up on the previous year, due to
the wage increase (real rise of 2.77%), the expansion of the workforce and the
further increase in the payroll, due to time-of-service increases and promotions.
In the Petrobras System as a whole, personnel costs totaled around R$21.7
billion.
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Personnel Costs ‐ Petrobras System
(R$ million)
21.666
18.468
15.917
14.044
12.917

2008

2009

2010

2011

2012

Human resources development
Petrobras has developed a series of human resources training initiatives,
recognizing the importance of professional qualification and man-power
availability to its Business and Management Plan.
In 2012, the Company invested R$239.3 million in training, averaging 96.3
hours per employee. There were around 226 thousand activities, included
continuous education courses in Brazil and abroad and training courses for
newly-hired staff.
In addition to investing in its workforce, the company also maintains the
Petrobras Human Resources Training Program, which grants scholarships to
courses related to the industry in order to create skilled professionals for the oil,
gas, power and biofuel industries.
The Ciência Sem Fronteiras (Science without Frontiers) program offers
scholarships for undergraduate and graduate students to study abroad, taking
courses related to the oil, gas, power and biofuel industries. The program will
grant 5,000 such scholarships by 2018.

Corporate governance
Petrobras strives to constantly improve its corporate governance practices and
management instruments. As a publicly-held company, it is subject to the
regulations of the Brazilian Securities and Exchange Commission (CVM) and
the Securities, Commodities and Futures Exchange (BM&FBovespa). In the
international markets, it complies with the regulations of the SEC and NYSE in
the United States, the Madrid Stock Exchange (Latibex) in Spain, and the
Argentinean Securities and Exchange Commission (CNV) and Buenos Aires
Stock Exchange in Argentina.
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Petrobras’ corporate governance structure is constituted by the Board of
Directors and its three associated advisory committees (Audit, Compensation &
Succession and Environment), an Executive Board, a Fiscal Council, an Internal
Audit area, an Ombudsman, a Business Committee and Integration
Committees.
The Board of Directors currently comprises ten members, one of whom
appointed by the employees. The new member is elected annually, based on a
specific regulation approved by the Board itself.
In order to increase the transparency of its activities, in 2012 Petrobras’ Board
of Directors revised its Committees' internal regulations.
The training programs for executive officers of the Petrobras System companies
in 2012 emphasized the adoption of best corporate governance practices in
Brazil and abroad. These programs were created to reinforce commitment to
the principles of transparency and social responsibility that are part of the
company’s DNA.
Another important initiative was the development of a unified base for the
company's policies and guidelines to be disclosed to employees and
management of the companies making up the Petrobras System.

Internal controls
Pursuant to Section 404 of the Sarbanes-Oxley Act (SOX) and CVM Instruction
480/09, Petrobras and Petrobras Argentina’s Internal Control Certifications for
2011 were concluded. As in previous years, the consolidated financial
statements were approved by the independent auditors, with no reservations.
These certifications are planned and put into operation by Petrobras’ Internal
Control area and include the main processes of the parent company and those
subsidiaries and affiliates considered relevant according to SOX/CVM criteria
and regulations. The work is supervised by the Financial Area’s Corporate
Committees and the Board of Directors’ Audit Committee.
The annual certification process is divided into three phases: evaluation of
entity-level controls in order to assess the corporate governance environment;
management’s self-evaluation of business processes and internal controls; and
the testing of these controls by the internal auditors.

Information on the provision of services other than the external
audit by the independent auditors – CVM Instruction 381/2003
The company’s business management instruments are based on its Code of
Ethics, Code of Best Practices and Corporate Governance Guidelines.
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Article 29 of the Bylaws determines that the independent auditors may not
provide consulting services to the company for the duration of their audit
contract.
Petrobras has hired PricewaterhouseCoopers Auditores Independentes to
provide specialized accounting services for fiscal years 2012, 2013 and 2014.
During fiscal year 2012, PricewaterhouseCoopers Auditores Independentes
provided the following services for Petrobras and its subsidiaries and affiliates:
Auditing of accounts
SOX audit
Additional audit-related services
Other
Total

R$ thousand
13,415
967
243
497
15,122

Organizational Structure
In 2012, in line with its Strategic Plan, changes were introduced to Petrobras’
organizational structure, including:


Creation of the Corporate and Service Area, alteration of the Corporate Area
to the Strategic Area and of the Service Area to the Engineering, Technology
and Materials Area (ETM). The creation of the new area redistributes those
areas that report directly to the CEO, increasing the latter’s focus on the
Company’s business issues, and to the Head of ETM in regard to technological
management and project activities.



Local content – Structuring the CEO’s office in regard to E&P, Refining,
Transportation & Marketing, and Gas & Energy for matters related to local
content. These structures were created to meet the Company’s local content
commitments as well for the coordination of internal and external initiatives
related to the National Oil and Gas Industry Mobilization Program (Prominp).



Strategic Area – Structure of the Petrobras Ombudsman’s Department to
meet the requirements of the Access to Information Law.



Corporate and Services Area – Creation of the Social Responsibility (SR)
executive management area to strengthen responsibilities, and standardize and
develop control mechanisms to ensure the efficiency and effectiveness of SR
projects.



Exploration and Production Area – Creation of the Exploration and
Production executive management area and the Drilling Rig and Stationary
Production Unit Investment Management Program, enabling greater
monitoring and implementation control of large E&P projects (rigs, offshore
installations, stationary production platforms and pipelines).
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Engineering, Technology and Materials Area – Elimination of the
Engineering executive management and creation of the Engineering,
Technology and Corporate Materials executive management. Engineering
for Downstream Projects; Engineering for Exploration and Production
Projects; and Engineering for Gas and Energy Projects, ensuring a greater
focus on planning, cost management and project implementation performance.
- New Businesses – Centralization of the Company’s investment and
divestment activities in the New Businesses executive management area,
with the creation of five temporary general management areas to serve
Petrobras' Divestment Program (Prodesin) and generate funds for the 20122016 BMP. Consequently, the International Business Development
executive management area was eliminated and the Company made
adjustments to the units related to these activities in other Company Business
Areas.

GENERAL ORGANIZATION OF THE COMPANY
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FINANCIAL ANALYSIS
Economic-Financial Summary Consolidated
R$ millon

Sales revenues
Net income (loss) before financial results, profit-sharing and
income taxes
Own activity
Subsidiaries/Affiliated companies
Net income attributable to Shareholders of Petrobras
Basic and diluted earnings per share 1
Gross margin (%)

Δ%

2012

2011

281,379

244,176

32,397

45,403

21,098

32,927

84
21,182

386
33,313

1.62
25

2.55
32

15
(29)
(36)
(78)
(36)

Operating margin (%) 2
Net margin (%)
EBITDA – R$ million

12
8
53,439

19
14
62,246

(36)
(7)
(7)
(6)
(14)

Net debt 3
Total assets
Investments, Property, plant and equipment and Intangible assets

147,817
677,716
512,400
345,433

103,022
600,097
436,799
332,224

43
13
17
4

55/45

61/39

254,852

291,564

Shareholders' equity
Net third parties capital / total net liabilities 4
Market value (parent company)

(13)

Composition of Ebitda 5 - Consolidated
R$ millon
2012

2011

Net income
Net finance income (expense)
Income tax and social contribution
Depreciation, depletion and amortization
EBITDA

20,959
3,723
6,794
21,766
53,242

33,110
(122)
11,241
17,739
61,968

(37)
(40)
23
(14)

Share of profit of equity-accounted investments
Impairment
EBITDA

(84)
281
53,439

(386)
664
62,246

(78)
(58)
(14)
-

19

25

(6)

2.77

1.66

67

Adjusted EBITDA margin (%) 6
Net debt/EBITDA

Δ%

1

1

Basic and diluted earnings per share calculated based on the weighted average number of shares.

2

Calculated based on net income before financial results, profit-sharing and income taxes.

3
Our net debt is not computed in accordance with International Standards -IFRS and should not be considered in isolation or as
a substitute for total long-term debt calculated in accordance with IFRS. Our calculation of net debt may not be comparable to
the calculation of net debt by other companies. Management believes that net debt is an appropriate supplemental measure that
helps investors assess our liquidity and assists management in targeting leverage improvements.
4
Total liabilities net of cash and cash equivalents/financial investments.
5
Our EBITDA is not an IFRS measure and represents net income (loss) before net finance income (expense), income tax and
social contribution and depreciation, depletion and amortization. We provide our adjusted EBITDA (according to Instrução CVM
n° 527 of October 4, 2012) by excluding share of profit of equity-accounted investments and impairment, so as to give additional
information about our capacity to pay debt, carry out investments and cover working capital needs. Both measures should not
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Main consolidated economic indicators
23

Economic and financial indicators
Brent crude (US$/bbl)
Average commercial selling rate for U.S. dollar (R$/U.S.$)
Period-end commercial selling rate for U.S. dollar (R$/U.S.$)
Price indicators
Domestic basic oil product prices (R$/bbl)
Sales price - Brazil
. Crude oil (U.S. dollars/bbl) 7
. Natural gas (U.S. dollars/bbl)
Sales price - International
. Crude oil (U.S. dollars/bbl)
. Natural gas (U.S. dollars/bbl)

2012

2011

Δ%

111.58
1.96
2.04

111.27
1.67
1.88

17
9

186.55

167.87

11

104.60
48.45

102.24
52.96

2
(9)

94.37
17.99

91.37
17.28

3
4

Sales Volumes – Consolidated
Mbbl/d
2012
Diesel
Gasoline
Fuel oil
Naphtha
LPG
Jet fuel
Others

2011

Δ%

937
570
84
165
224
106
199

880
489
82
167
224
101
188

6
17
2
(1)
5
6

Total oil products
Ethanol and other products
Natural gas

2,285
83
357

2,131
86
304

7
(3)
17

Total domestic market
Exports
International sales

2,725
554
506

2,521
633
563

8
(12)
(10)

Total international market

1,060

1,196

(11)

Total

3,785

3,717

2

The volume of domestic sales volumes were 8% higher compared to 2011,
primarily due to the oil products set out below:

be considered as substitutes for net income before financial results, profit-sharing and income taxes or as better measures of
liquidity than operational cash flow for the periods above. Adjusted EBITDA may not be comparable with the same indicator
reported by other companies.
6
Adjusted EBITDA margin equals Adjusted EBITDA divided by sales revenues

7
Average between exports and the internal transfer prices from Exploration & Production to Refining, Transportation and
Marketing.
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 Gasoline (a 17% increase) – due to the increase in the flex-fuel
automotive fleet, higher competitive advantage relative to ethanol in most
Brazilian federal states and the reduction of the anhydrous ethanol
content on Type C gasoline as from October 2011 (from 25% to 20%);
 Diesel (a 6% increase) – due to the increase in the retail sector, along
with higher thermoelectric consumption in the northern region of Brazil;
 Natural gas (a 17% increase) – due to higher thermoelectric demand,
driven by lower water reservoir levels at hydroelectric power plants.
 Jet fuel (a 5% increase) – due to higher demand in the aviation sector.
Export volumes decreased by 12% due to higher feedstock processed, lower oil
production and higher demand from domestic market.

Consolidated Results
The Company reported a consolidated net income of R$ 21,182 million in 2012,
a 36% decrease compared with R$ 33,313 million in 2011, mainly reflecting the
following factors:
Gross Profit
Gross profit was 8% lower (R$ 6,330 million) compared to 2011, mainly due to:





Rising export prices and higher oil product prices in the domestic market
due to increased gasoline and diesel prices and to the impact of the
depreciation of the Real (17% impact) on oil products that are adjusted to
reflect international prices;
An 8% increase in domestic sales volumes, mainly of gasoline (17%
increase), diesel (6%), jet fuel (5%) and natural gas (17%), partially offset
by lower crude oil exports volumes due to higher feedstock processed and
to the lower crude oil production.







15% increase in sales revenues (R$ 37,203 million), reflecting:

26% increase in the cost of sales (R$ 43,533 million), due to:

An 8% increase in domestic sales volumes of oil products, mainly met by
imports;
Higher crude oil and oil products imports costs, as well as higher
production taxes driven by the depreciation of the Real relative to the U.S.
dollar;
Higher depreciation, depletion and amortization costs due to the
operational start-up of new facilities.
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Net income before financial results, profit-sharing and income taxes
Net income before financial results, profit-sharing and income taxes reached R$
32,397 million, a 29% decrease compared to 2011, due to the lower gross profit
and to a 21% increase in operating expenses, mainly as a result of:


An increase in selling expenses (R$ 654 million), higher freight costs
driven by the increase of sales volumes and higher employee
compensation expenses arising from the 2011 and 2012 Collective
Bargaining Agreements;



An increase in administrative and general expenses (R$ 1,195
million), reflecting higher employee compensation expenses arising
from the 2011 and 2012 Collective Bargaining Agreements, larger
workforce and increased third-party technical services;



Higher exploration costs (R$ 3,443 million), reflecting higher write-offs
of dry or sub-commercial wells;



Higher other operating expenses (R$ 1,607 million), mainly due to
increased losses on legal proceedings.

Net finance income (expense)
Net finance expense of R$ 3,723 million (compared with a net finance income
of R$ 122 million in 2011), driven by the effect of the depreciation of the Real
relative to the U.S. dollar on a higher net debt.

Net Income by Business Segment
Petrobras is an integrated energy company, with the greater part of its oil and
gas production in the Exploration & Production segment being transferred to
other business segments of the Company.
The measurement of segment results includes transactions carried out with
third parties and transactions between business areas which are charged at
internal transfer prices defined between the areas using methods based on
market parameters.
R$ millon
2012
Exploration & Production
Refining, Transportation and Marketing
Gas & Power
Biofuel
Distribution
International

45,446
(22,931)
1,638
(218)
1,793
1,305

2011

Δ%

40,594
(9,955)
3,109
(157)
1,175
1,949

12
130
(47)
39
53
(33)
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Exploration & Production
Net income was higher due to increased domestic crude oil prices
(sales/transfer), reflecting the depreciation of the Real and to lower impairment
charges. These effects were partially offset by higher maintenance and repair
costs related to wells, freight costs for oil platforms, depreciation of equipments
and production taxes due to the start-up of new systems/wells, along with
higher write-offs of dry or sub-commercial wells mainly drilled between 2009
and 2012 (at higher costs), especially in areas of new exploratory frontiers.
The spread between the average domestic oil price (sale/transfer) and the
average Brent price diminished from US$ 9.03/bbl in 2011 to US$ 6.98/bbl in
2012.
Refining, Transportation And Marketing
Net losses were higher due to the impact of the depreciation of the Real on
crude oil costs (acquisition/transfer) and oil product costs (imports), and also
due to a higher share of oil product imports over sales volumes. These effects
were partially offset by higher oil product sales prices (both domestic and
exports) and by a 5% increase in oil product outputs.
Gas & Power
Net income decreased due to lower margins on natural gas sales, driven by the
impact of the appreciation of the U.S. dollar on LNG import costs and higher
share of LNG imports over sales volumes, to meet the higher domestic
thermoelectric demand, and also due to the positive impact of tax credits in
2011 (R$ 928 million).
These effects were partially offset by higher average electricity prices and sales
volumes, due to the lower hydroelectric availability, driven by lower rainfall
levels in all Brazilian regions.
Biofuel
Losses on biodiesel operations in 2012 were partially offset by changes in
auction rules in the fourth quarter 2011. This effect was more than offset by a
decrease in the share of profit of investments due to lower results from
associates from the ethanol sector and by an increase in research and
development expenses.
Distribution
Net income was higher due to a 16% increase in sales margins, driven by the
impact of ethanol prices volatility in 2011, leading to inventory losses. Net
income was higher also due to a 4% increase in sales volumes, as well as
improved operational efficiency.
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International
Net income was lower mainly due to impairment losses in the Pasadena
refinery in the United States (R$ 464 million).

Added Value Distributed
The distribution of the consolidated value added of Petrobras reached in 2012
R$ 181,504 million (R$ 181,081 million in 2011). The distribution of value added
can be observed in the following graphs:

Added Value Distributed 2011

Added Value Distributed 2012
Shareholders
5%
Government
58%

Thirds
16%

Government
58%

Shareholders
7%
Thirds
13%

Staff
10%

Staff
14%

Retained
Value
7%

Retained
Value
12%

Liquidity and Capital Resources
Cash flow - Consolidated
R$ millon
12.31.2012

Cash and cash equivalents at beginning of period
(+) Net cash provided by (used in) operating activities
(-) Net cash provided by (used in) investment activities
Investments in operating segments
Investments in marketable securities
(=) Net cash flow
(+) Net financings
(+) Proceeds from long-term financing
(-) Repayments
(-) Dividends paid
(+) Acquisition of non-controlling interest
(+) Effect of exchange rate differences on cash and cash
equivalents
Cash and cash equivalents at the end of period

12.31.2011

35,747
54,145
(74,939)
(79,263)
4,324
(20,794)
17,316
48,931
(31,615)
(6,187)
520

29,416
56,322
(57,838)
(69,445)
11,607
(1,516)
18,277
40,433
(22,156)
(10,659)
46

1,026
27,628

183
35,747

At December 31, 2012, we had cash and cash equivalents of R$ 27,628 million
compared with R$ 35,747 million at December 31, 2011.
Net cash provided by operating activities in 2012 (R$ 54,145 million) decreased
by 4% compared to 2011 (R$ 56,322 million), mainly driven by lower gross
margins due to the impact of the depreciation of the Real on imports of crude oil
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and oil products and production taxes, as well as higher import volumes in 2012
(excluding depreciation, depletion and amortization from cost of sales).
Net cash used in investment activities increased from R$57,838 million in 2011
to R$74,939 million in 2012, mainly invested in Exploration & Production
(R$41,933 million) and Refining, Transportation and Marketing (R$26,932
million) activities.
Cash provided by long-term financing (R$48,931 million) along with cash
provided by operating activities (R$ 54,145 million) sourced part of our capital
expenditures needs, repayment of debts and payment of dividends, hence
R$8,119 million from our cash and cash equivalents were used in 2012.
Adjusted cash and cash equivalents - Consolidated
R$ millon
12.31.2012

12.31.2011

27,628
20,869

35,747
16,785

48,497

52,532

Cash and cash equivalents
Government securities
Adjusted cash and cash equivalents 8

Our adjusted cash and cash equivalents8 reached R$ 48,497 million at
December 31, 2012 (which includes government securities with maturity of
more than 90 days of R$ 20,869 million), 8% lower compared with R$ 52,532
million at December 31, 2011.

Debt
The consolidated debt, relating to loans and financing in the Brazil and abroad,
has reached R$ 196,314 million, as shown below:
R$ millon
12.31.2012
Current debt 9
Long-term debt
Total

10

Cash and cash equivalents
Government securities (maturity of more than 90 days)
Adjusted cash and cash equivalents
Net debt 11
Net debt/(net debt+shareholders' equity)
Total net liabilities 12
Capital structure (Net third parties capital / total net liabilities)

12.31.2011

Δ%

15,320

18,966

(19)

180,994

136,588

33

196,314

155,554

26

27,628

35,747

(23)

20,869

16,785

24

48,497

52,532

(8)

147,817
30%

103,022
24%

43

629,219
45%

6

547,565

15

39%

6

US$ millon
12.31.2012
Current debt

12.31.2011

Δ%

7,497

10,111

(26)

Long-term debt

88,570

72,816

22

Total

96,067

82,927

16

Net debt

72,335

54,922

32
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The net debt of the Consolidated Petrobras Group in Reais increased by 43%
over December 31, 2011, due to the long-term funding and to an impact of a
8.9% depreciation of the Real relative to the U.S. dollar.

Total Gross Debt
12.31.2012

By Currency

By Category
Notes
35%
Non-current
debt
92%

Current debt
8%

U.S. dollars
55%

Reais
indexed to
U.S. dollars
16%

BNDES
25%

Reais
21%

Euro
6%

Others
2%

Others
5%
Financial
Institutions
29%

Export Credit
Notes
6%

By Maturity
Af ter 2018

2014
62%

5%
8%

60%

Gross Debt - R$ million

10%

2015

15%
2016

2017
196.314
155.554

155.554

196.314

Net Debt
Cash and Cash Equivalents

103,022

147,817

52,532

48,497

12.31.2011

12.31.2012

Contractual Obligations
The following table summarizes our contractual obligations and commitments
pending at 12.31.2012:
R$ millon
Payments due by Period
Total

2013

20142017

2018
onwards

Contractual obligations
Items of the balance sheet: 13
Debt obligations
With transfer of benefits, risks and controls of assets
Total of items of the balance sheet

186,529
213
186,742

5,711
16
5,727

70,204
66
70,270

110,614
131
110,745

Other long-term contractual commitments
Natural gas ship or pay
Contract service
Contracts for the supply of natural gas
Without transfer of benefits, risks and controls of assets
Purchase commitments
International purchase commitments
Total other long-term commitments

8,719
128,030
33,694
166,720
41,160
42,471
420,794

1,336
55,770
5,689
34,175
12,591
17,950
127,511

4,907
56,102
19,532
72,162
24,639
18,571
195,913

2,476
16,158
8,473
60,383
3,930
5,951
97,371

607,536

133,238

266,183

208,116

Total
4
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Taxes and Production Taxes
Consolidated Taxes and Contribuitions
The economic contribution of Petrobras, measured through the generation of
current taxes and social contributions, amounted to R$ 73,043 million.
R$ millon
Economic Contribution - Brazil
Domestic Value-Added Tax (ICMS)
14

CIDE
PIS/COFINS
Income Tax and Social Contribution
Others
Subtotal - Brazil
Economic Contribution - International
Total

2012

2011

39,412
2,023
15,951
4,850
3,934
66,170
6,873
73,043

36,763
7,488
14,685
9,822
2,369
71,127
5,650
76,777

Δ%
7
(73)
9
(51)
66
(7)
22
(5)

Production Taxes
R$ millon
Brazil
Royalties
Special participation charges
Rental of areas
Subtotal - Brazil
International

Total

2012

2011

14,459
15,783
156
30,398
903

12,533
13,837
137
26,507
699

31,301

27,206

Δ%

15
14
14
15
29
15

Production taxes in Brazil increased in 2012 compared to 2011, mainly due to a
15% increase in the reference price for domestic oil that reached an average of
R$192.73/bbl (U.S.$98.63/bbl) in 2012 compared to R$168.07/bbl
(U.S.$100.39/bbl) in 2011, driven by a 17% depreciation of the Real relative to
the U.S. dollar.

Assets and Liabilities subject to Exchange Variation
The Company is exposed to foreign exchange risk from recognized assets and
liabilities, arising from the volatility of currency markets, mainly the Real relative
to the U.S. dollar. The balances of assets and liabilities in foreign currency of
subsidiaries outside of Brazil are not included on the exposure below when
transacted in a currency equivalent to their respective functional currencies. On
December 31, 2012, the Company had a net liability position regarding foreign
exchange exposure hence the appreciation of the Real relative to the U.S.
dollar generates an exchange variation income, while the depreciation of the
Real generates an exchange variation expense.

63

The net foreign exchange exposure increased from R$ 55,575 million on
December 31, 2011 to R$ 104,467 million on December 31, 2012, due to the
exchange depreciation and to the financing and loans.
ASSETS

R$ millon

Current assets
Non-current assets
Tota l a sse ts

12.31.2012

12.31.2011

3,784
13,609
17,393

14,718
12,153
26,871

LIABITIES

R$ millon
12.31.2012

Current liabilities
Long-term liabilities
Tota l lia bilities
(-) BNDES Loans - in Reais indexed to U.S. dollar
Ne t a sse ts (lia bilitie s) in Re a is
Net Derivatives (notional value contracted)
Ne t Ex posure

12.31.2011

(20,647)
(67,780)
(88,427)
(28,775)
(99,809)
(1,371)
(101,180)

(19,853)
(36,885)
(56,738)
(26,633)
(56,500)
925
(55,575)

Remuneration to shareholders
Dividends proposed for 2012 comprise interest on capital of R$ 8,876 million
and were approved by the Board of Directors, as set out below:
Common Share (ON)
Date of
approval

Total

04.02.2012
02.04.2013

05.31.2012
-

Total
Amount

Amount

Amount
per share
(Pre-Tax)

1,489
2,009

0.20
0.27

1,120
4,258

0.20
0.76

2,609
6,267

3,498

0.47

5,378

0.96

8,876

Amount
1st payment of interest on capital
2nd payment of interest on capital

Preferred Share (PN)

Amount
per share
(Pre-Tax)

Date of payment

Dividends proposed for 2012 will be voted at the 2013 Annual General Meeting
and are consistent with the rights granted to preferred shares in the Company’s
bylaws and comprise the minimum mandatory dividend for common shares.
Dividends proposed for 2012 represent 44.73% of the adjusted net income
(adjusted in accordance with Brazilian Corporation Law), as 3% of the book
value of shareholders’ equity regarding preferred shares stake was higher than
the minimum mandatory dividend of 25% of the adjusted net income for the
year.
Interim distributions of interest on capital in 2012 will be deducted from the
distribution to be made at the close of fiscal year 2012 and indexed based on
the SELIC rate from the date of payment to December 31, 2012. The remaining
amount of interest on capital will be indexed based on the SELIC rate from
December 31, 2012 to the date of payment, which will be voted at the 2013
Annual General Meeting.
Interest on capital is subject to a withholding income tax rate of 15%, except for
shareholders that are declared immune or exempt, pursuant to Law 9,249/95.
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Board of Directors
Guido Mantega – Chairman
Maria das Graças Silva Foster
Miriam Aparecida Belchior
Francisco Roberto de Albuquerque
Josué Christiano Gomes da Silva
Jorge Gerdau Johannpeter
Márcio Pereira Zimmermann
Luciano Galvão Coutinho
Sergio Franklin Quintella
Sílvio Sinedino Pinheiro
Board of Executive Officers
Maria das Graças Silva Foster
CEO
Almir Guilherme Barbassa
Chief Financial and Investor Relations Officer
José Miranda Formigli Filho
Exploration and Production Officer
José Carlos Cosenza
Downstream Officer
José Alcides Santoro Martins
Gas & Energy Officer
José Eduardo de Barros Dutra
Corporate and Services Officer
José Antonio de Figueiredo
Engineering, Technology and Materials Officer
Fiscal Council
Sitting members
Marisete Fátima Dadald Pereira
César Acosta Rech
Nelson Rocha Augusto
Maria Lúcia de Oliveira Falcón
Paulo José dos Reis Souza
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