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Petrobras International Finance Company
Payments supported by a standby purchase agreement provided by
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- PETROBRAS

Petrdleo Brasileiro S.A. — PETROBRAS

(BRAZILIAN PETROLEUM CORPORATION — PETROBRAS)

The notes are general, unsecured, unsubordinated obligations of Petrobras International Finance
Company, or “PIFCo,” will mature on July 2, 2013, and will bear interest at the rate of 9.125% per
annum. Interest on the notes is payable on January 2 and July 2 of each year, beginning on January 2
2004. PIFCo will pay additional amounts related to the deduction of certain withholding taxes in respec
of certain payments on the notes. The notes will have the benefit of credit support provided by Petrélec
Brasileiro S.A. — PETROBRAS, or “Petrobras,” under the terms of a standby purchase agreement
which will obligate Petrobras to purchase from the noteholders their rights to receive payments in
respect of the notes from PIFCo in the event of nonpayment by PIFCo. The notes will be redeemable
without premium prior to maturity at PIFCo’s option solely upon the imposition of certain withholding
taxes.

PIFCo may apply for a listing of the notes on the Luxembourg Stock Exchange at some time after July
2, 2003, but there is no certainty that an application will be made or that the listing will be approved by
the Luxembourg Stock Exchange.

See “Risk Factors” on page S-17 to read about factors you should consider before buying the notes
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offe FHd i Ao blabsGedIRment and the accompanying prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has
approved or disapproved of these securities or determined if this prospectus is truthful or
complete. Any representation to the contrary is a criminal offense.

Per Note Total
Initial price to the public 99.196% $495,980,00
Underwriting discount 0.450% $ 2,250,00
Proceeds, before expenses, to PIFCo 98.746% $493,730,00

The offering price set forth above does not include accrued interest, if any. Interest on the notes will
accrue from the date of original issuance of the notes, expected to be July 2, 2003.

The underwriters expect to deliver the notes in book-entry form only through the facilities of The
Depository Trust Company against payment in New York, New York on or about July 2, 2003.

Joint Lead Managers and Joint Bookrunners

Bear, Stearns & Co. Inc. Deutsche Bank Securitie:

Co-Managers

HSBC Santander Central Hispan
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document consists of two parts. The first part is the prospectus supplement, which describes the
specific terms of the notes PIFCo is offering and certain other matters relating to PIFCo and Petrobras
and their financial condition. The second part, the accompanying base prospectus, gives more general
information about notes that PIFCo and Petrobras may offer from time to time. Generally, references tc
the prospectus mean this prospectus supplement and the accompanying prospectus combined. If the
description of the notes in this prospectus supplement differs from the description in the accompanying
prospectus, the description in this prospectus supplement supersedes the description in the
accompanying prospectus.

You should rely only on the information incorporated by reference or provided in this prospectus
supplement or in the accompanying prospectus. PIFCo and Petrobras have not authorized anyone to
provide you with different information. Neither PIFCo nor Petrobras is making an offer to sell the notes
in any state or country where the offer is not permitted. You should not assume that the information in
this prospectus supplement, the accompanying prospectus or any document incorporated by reference
as provided herein is accurate as of any date other than the date of the relevant document.

In this prospectus supplement, unless the context otherwise requires, references to “Petrobras” mean
Petroleo Brasileiro S.A.-Petrobras and its consolidated subsidiaries taken as a whole, and references
to “PIFCo” mean Petrobras International Finance Company, a wholly-owned subsidiary of Petrobras,

and its consolidated subsidiaries taken as a whole. Terms such as “we,” “us” and “our” generally refer
to both Petrobras and PIFCo, unless the context requires otherwise.

FOR NEW HAMPSHIRE RESIDENTS ONLY

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER THIS CHAPTER WITH THE STATE OF NEW HAMPSHIRE
NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS LICENSED
IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE SECRETARY OF STATE
THAT ANY DOCUMENT FILED UNDER RSA 421-B IS TRUE, COMPLETE AND NOT MISLEADING.
NEITHER ANY SUCH FACT NOR THE FACT THAT AN EXEMPTION OR EXCEPTION IS
AVAILABLE FOR A SECURITY OR A TRANSACTION MEANS THAT THE SECRETARY OF STATE
HAS PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED
OR GIVEN APPROVAL TO, ANY PERSON, SECURITY, OR TRANSACTION. IT IS UNLAWFUL TO
MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT
ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS PARAGRAPH.

DIFFICULTIES OF ENFORCING CIVIL LIABILITIES AGAINST NON-U.S. PERSONS

Petrobras is a sociedade de economia mista (mixed-capital company), a public sector company with
some private sector ownership, established under the laws of Brazil, and PIFCo is an exempt limited
liability company incorporated under the laws of the Cayman Islands. All or a substantial portion of the
assets of Petrobras and PIFCo are located outside the Unites States, and at any time all of their
executive officers and directors, and certain advisors named in this prospectus supplement, may
reside outside the United States. As a result, it may not be possible for you to effect service of process

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (3 of 219)7/2/03 6:00:00 AM



Prospectus Supplement

on any of those persons within the United States. In addition, it may not be possible for you to enforce
a judgment of a United States court for civil liability based upon the United States federal securities
laws against any of those persons outside the United States. For further information on potential
difficulties in effecting service of process on any of those persons or enforcing judgments against any
of them outside the United States, see “Difficulties of Enforcing Civil Liabilities Against Non-U.S.
Persons” in the accompanying prospectus.

S-1
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FORWARD-LOOKING STATEMENTS

Many statements made or incorporated by reference in this prospectus supplement are forward-
looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the
“Securities Act”) and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”), that are not based on historical facts and are not assurances of future results. Many of the
forward-looking statements contained in this prospectus supplement may be identified by the use of
forward-looking words, such as “believe,” “expect,” “anticipate,” “should,” “planned,” “estimate” and
“potential,” among others. We have made forward-looking statements that address, among other
things, our:

b1 7w LRI b1

* regional marketing and expansion strategy;

» drilling and other exploration activities;

* import and export activities;

» projected and targeted capital expenditures and other costs, commitments and revenues;
 liquidity; and

» development of additional revenue sources.

Because these forward-looking statements involve risks and uncertainties, there are important factors
that could cause actual results to differ materially from those expressed or implied by these forward-
looking statements. These factors include:

» our ability to obtain financing;

» general economic and business conditions, including crude oil and other commodity prices,
refining margins and prevailing exchange rates;

* competition;

» technical difficulties in the operation of our equipment and the provision of our services;
» changes in, or failure to comply with, governmental regulations;

* receipt of governmental approvals and licenses;

* Dbusiness abilities and judgment of personnel;

» availability of qualified personnel;

* international, Brazilian and Cayman Islands political, economic and social developments;
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* military operations, terrorist attacks, wars or embargoes;
» the costs and availability of adequate insurance coverage; and
» other factors discussed below under “Risk Factors.”

These statements are not guarantees of future performance and are subject to certain risks,
uncertainties and assumptions that are difficult to predict. Therefore, our actual results could differ
materially from those expressed or forecast in any forward-looking statements as a result of a variety
of factors, including those in “Risk Factors” set forth in this prospectus supplement and in documents
incorporated by reference in this prospectus supplement and the accompanying prospectus.

All forward-looking statements attributed to us or a person acting on our behalf are expressly qualified
in their entirety by this cautionary statement, and you should not place reliance on any forward-looking
statement contained in this prospectus supplement and the accompanying prospectus.

S-2
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PRESENTATION OF FINANCIAL AND OTHER INFORMATION

In this prospectus supplement, references to “Real,” “Reais” or “R$” are to Brazilian Reais and
references to “U.S. Dollars” or “U.S.$” are to United States Dollars.

The unaudited consolidated interim financial statements of PIFCo as of March 31, 2003 and for the
three months ended March 31, 2003 and 2002, which are included in PIFCo’s Report on Form 6-K
furnished to the Securities and Exchange Commission, or “SEC”, on June 19, 2003, and the audited
consolidated financial statements of PIFCo as of December 31, 2002 and 2001, and for the years
ended December 31, 2002, 2001 and 2000, which are included in PIFCo’s Annual Report on Form 20-
F furnished to the SEC on June 19, 2003, have been presented in U.S. Dollars and prepared in
accordance with accounting principles generally accepted in the United States of America (which we
refer to as “U.S. GAAP”). We refer to these financial statements as the “PIFCo financial statements.”

The unaudited consolidated interim financial statements of Petrobras as of March 31, 2003 and for the
three months ended March 31, 2003 and 2002, which are included in Petrobras’ Report on Form 6-K
furnished to the SEC on June 11, 2003, and the audited consolidated financial statements of Petrobras
as of December 31, 2002 and 2001, and for the years ended December 31, 2002, 2001 and 2000,
which are included in Petrobras’ Annual Report on Form 20-F furnished to the SEC on June 19, 2003,
have been presented in U.S. Dollars and prepared in accordance with U.S. GAAP. We refer to these
financial statements as the “Petrobras financial statements.” Petrobras publishes financial statements
in Brazil in Reais in accordance with the accounting principles required by Brazilian corporate law and
the regulations promulgated by the CVM (which we refer to as “Brazilian GAAP”). Brazilian GAAP
differs in significant respects from U.S. GAAP.

As described more fully in Note 2(a) to the audited consolidated financial statements of Petrobras as of
December 31, 2002 and 2001, and for the years ended December 31, 2002, 2001 and 2000, the U.S.
Dollar amounts as of the dates and for the periods presented in the Petrobras financial statements
have been remeasured or translated from the Real amounts in accordance with the criteria set forth in
Statement of Financial Accounting Standard No. 52 of the U.S. Financial Accounting Standards Board,
or SFAS 52. Accordingly, U.S. Dollar amounts presented in this prospectus supplement that were
derived from the financial statements have been translated from Reais at the period-end exchange rate
(for balance sheet items) or the average exchange rate prevailing during the period (for income
statement and cash flow items).

Unless the context otherwise indicates:

» historical data contained in this prospectus supplement that were not derived from the financia
statements have been translated from Reais on a similar basis;

» forward-looking amounts (including estimated future capital expenditures and legal and
environmental contingent liabilities) have been translated from Reais at the rate of R$3.43=U.
S.$1.00, which was the exchange rate (established by the Brazilian Ministry of Planning,
Budget and Management) that we used for purposes of translating budgetary and forward-
looking amounts into U.S. Dollars; and
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» estimated future capital expenditures are based on the most recently budgeted amounts,
which may not have been adjusted to reflect all factors that could affect such amounts. In
particular, as permitted under Brazilian GAAP, our planned future contributions to investments
funded through project finance are not included in estimated future capital expenditures and
are, instead, presented separately. For additional information regarding inflation in Brazil and
fluctuations in the exchange rate of the Real, see “Inflation and Exchange Rate Variation”
below.

S-3
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Certain figures included in this prospectus supplement have been subject to rounding adjustments;
accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of the
figures that precede them.

The crude oil and natural gas reserve data in this prospectus supplement are only estimates, and
Petrobras’ actual production, revenues and expenditures with respect to its reserves may differ
materially from these estimates.

INFLATION AND EXCHANGE RATE VARIATION
Inflation

Since the introduction of the Real as the new Brazilian currency in July 1994, inflation in Brazil has
remained relatively limited, although it has increased since the devaluation of the Real in January
1999. The annual rates of inflation, as measured by the National Consumer Price Index (indice
Nacional de Precos ao Consumidor), have decreased from 2,489.1% in 1993 to 929.3% in 1994, to
8.4% in 1999 and to 5.3% in 2000. The same index increased to 9.4% during 2001, to 14.7% in 2002
and to 7.9% in the first five months of 2003.

A large percentage of our total costs are in Reais, and our suppliers and service providers generally
attempt to increase their prices to reflect Brazilian inflation. As expressed in U.S. dollars, however,
these increases have been generally offset during the last four years by the effect of the appreciation
of the U.S. dollar against the Real.

Exchange Rate Variation

Since Petrobras adopted the Real as its functional currency in 1998, the devaluation of the Real has
had, and will continue to have, multiple effects on Petrobras’ results of operations. Petrobras’ reporting
currency for all periods is the U.S. Dollar. Petrobras maintains its financial records in Reais, and
translates its statements of operations for any given period into U.S. Dollars at the average rate for the
period. The amounts reported in Petrobras’ statements of operations in any given period will be
reduced at the same rate as the Real has devalued in relation to the U.S. Dollar during that period.

From its introduction on July 1, 1994 through March 1995, the Real appreciated against the U.S.
Dollar. On March 6, 1995, in an effort to address concerns about the overvaluation of the Real relative
to the U.S. Dollar, the Central Bank of Brazil (Banco Central do Brasil) introduced new exchange rate
policies that established a band within which the Real/U.S. Dollar exchange rate could fluctuate (faixa
de flutuacéo, or fluctuation band), and announced that it would buy or sell, as applicable, U.S. Dollars
whenever the rate approached the upper or the lower limit of the band. From March 1995 through
January 1999, the Central Bank of Brazil allowed the gradual devaluation of the Real against the U.S.
Dollar. Responding to pressure on the Real, on January 13, 1999, the Central Bank of Brazil widened
the foreign exchange rate band. Because the pressure did not ease, on January 15, 1999, the Central
Bank of Brazil allowed the Real to float freely. The Real depreciated 8.5% in 2000, 16% in 2001 and
52.3% in 2002 against the U.S. Dollar. As of June 20, 2003, the exchange rate of the Real to the U.S.
Dollar was R$2.888 per U.S.$1.00, representing an appreciation of approximately 22.16% in 2003 yeal
to-date. The Real may depreciate or appreciate substantially in the future. For further information
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regarding interest rate fluctuations, see “Risk Factors—Risks Relating to Petrobras.”

S-4
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The following table sets forth the commercial selling rate for U.S. Dollars for the periods and dates
indicated. The average exchange rates represent the average of the month-end exchange rates (R$/U
S.$) during the relevant period.

Commercial Selling Rate for U.S. Dollars

For the Year Ended December 31, (R$/U.S.$)

High Low Average(1) Period En
2002 3.955 2.271 2.998 3.53
2001 2.835 1.935 2.352 2.32
2000 1.985 1.723 1.830 1.95
2003
January 3.662 3.275 3.442 3.52
February 3.658 3.493 3.590 3.56
March 3.564 3.353 3.493 3.35
April 3.336 2.890 3.115 2.89
May 3.028 2.865 2.947 2.96
June (through 20) 2.978 2.839 2.884 2.88
Source: Central Bank of Brazil
1) Year-end figures stated for calendar years 2002, 2001 and 2000 represent the average of the month-end

exchange rates during the relevant period. The figure provided for the period of calendar year 2003 up to and
including June 20, 2003 represents the average of the exchange rates at the close of trading on each business da

during such period.
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INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

We are incorporating by reference into this prospectus supplement the following documents that we
have filed with the SEC.:

PIFCo

(1) the PIFCo Annual Report on Form 20-F for the year ended December 31, 2002, filed with the
SEC on June 19, 20083;

(2) the PIFCo Report on Form 6-K, furnished to the SEC on June 19, 2003, which includes
unaudited consolidated financial statements of PIFCo, prepared in accordance with U.S. GAAP,
as of March 31, 2003, and an analysis of PIFCo’s financial condition and results of operations for
the three months ended March 31, 2003 and 2002;

(3) any future filings of PIFCo on Form 20-F made with the SEC under the Exchange Act after
the date of this prospectus supplement and prior to the termination of the offering of the securities
offered by this prospectus supplement, and any future reports of PIFCo on Form 6-K furnished to
the SEC during that period that are identified in those forms as being incorporated into this
prospectus supplement or the accompanying prospectus.

Petrobras

(1) the Petrobras Annual Report on Form 20-F for the year ended December 31, 2002, filed with
the SEC on June 19, 2003;

(2) the Petrobras Report on Form 6-K, furnished to the SEC on June 11, 2003, which includes
unaudited consolidated financial statements of Petrobras, prepared in accordance with U.S.
GAAP, as of March 31, 2003, and an analysis of Petrobras’ financial condition and results of
operations for the three months ended March 31, 2003 and 2002;

(3) any future filings of Petrobras on Form 20-F made with the SEC under the Exchange Act aftel
the date of this prospectus supplement and prior to the termination of the offering of the securities
offered by this prospectus supplement, and any future reports of Petrobras on Form 6-K furnishec
to the SEC during that period that are identified in those forms as being incorporated into this
prospectus supplement or the accompanying prospectus.

No reference to Perez Companc S.A. in this prospectus supplement, the accompanying
prospectus or any document incorporated by reference into either of them should be understood
to incorporate by reference any filing made by Perez Companc S.A. or its affiliates (other than
PIFCo, Petrobras and its subsidiaries), including the Annual Report on Form 20-F for the year
ended December 31, 2001 filed by Perez Companc S.A. with the SEC on July 1, 2002.

WHERE YOU CAN FIND MORE INFORMATION

Information that we file later with the SEC that is incorporated by reference will automatically update
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and supersede this information. This means that you should look at all of the SEC filings and reports
that we incorporate by reference to determine if any of the statements in this prospectus supplement,
the accompanying prospectus or in any documents previously incorporated by reference have been
modified or superseded.

Documents incorporated by reference in this prospectus supplement are available without charge,
excluding all exhibits, unless an exhibit has been specifically incorporated by reference in this
prospectus supplement. Each person to whom this prospectus supplement and the accompanying

S-6
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prospectus are delivered may obtain documents incorporated by reference by requesting them either
in writing or orally, by telephone or by e-mail from us at the following address:

Luciana Bastos de Freitas Rachid
Executive Manager, Investor Relations
Petréleo Brasileiro S.A.—Petrobras
Avenida Republica do Chile, 65
20031-912—Rio de Janeiro—RJ, Brazil
Telephone: (55-21) 2534-1510/2534-9947
Email: petroinvest@petrobras.com.br

In addition, you may review copies of the materials we file with or furnish to the SEC without charge,
and copies of all or any portion of such materials can be obtained at the Public Reference Section of
the SEC, 450 Fifth Street, N.W., room 124, Washington D.C. 20549. Please call the SEC at 1-800-
SEC-0330 for further information on the public reference room. We also file materials with the SEC
electronically. The SEC maintains an Internet site that contains materials that we file electronically with
the SEC. The address of the SEC’s website is http://www.sec.gov.

S-7
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SUMMARY OF THE OFFERING

This summary of the offering made by PIFCo highlights key information described in greater detail
elsewhere, or incorporated by reference, in this prospectus supplement and the accompanying
prospectus. You should read carefully the entire prospectus supplement, including the accompanying
prospectus and the documents incorporated by reference, which are described under “Incorporation of
Certain Documents by Reference” and “Where You Can Find More Information” and in the
accompanying prospectus.

In this prospectus supplement, unless the context otherwise requires, references to “Petrobras” mean
Petroleo Brasileiro S.A. and its consolidated subsidiaries taken as a whole, and references to “PIFCo”
mean Petrobras International Finance Company, a wholly-owned subsidiary of Petrobras, and its

consolidated subsidiaries taken as a whole. Terms such as “we”, “us” and “our” generally refer to both
Petrobras and PIFCo, unless the context requires otherwise.

PIFCo

PIFCo is a wholly-owned subsidiary of Petrobras, incorporated under the laws of the Cayman Islands.
PIFCo was formed to facilitate and finance the import of crude oil and oil products into Brazil.
Accordingly, its primary purpose is to act as an intermediary between third-party oil suppliers and
Petrobras by engaging in crude oil and oil product purchases from international suppliers and resales
in U.S. Dollars to Petrobras on a deferred payment basis, at a price which represents a premium to
compensate PIFCo for its financing costs. PIFCo is generally able to obtain credit to finance purchases
on the same terms granted to Petrobras, and it buys crude oil and oil products at the same price that
suppliers would charge Petrobras directly.

As part of Petrobras’ strategy to expand its international operations and facilitate its access to
international capital markets, PIFCo engages in borrowings in international capital markets supported
by Petrobras, primarily through standby purchase agreements.

In addition, PIFCo engages in a number of non-core activities that are conducted by three wholly-
owned subsidiaries incorporated in 2001

» Petrobras Netherlands B.V., or PNBV, a Dutch company, incorporated to engage in leasing
activities of primarily offshore exploration and production of crude oil and natural gas
equipment to be used by Petrobras, while taking advantage of the import and export tax
benefits provided by the Netherlands and Brazil. As part of Petrobras’ restructuring of its
international business segment, PNBV became a wholly-owned subsidiary of Petrobras,
effective as of January 2003;

» Petrobras Europe Ltd., or PEL, a U.K. company, intended to act as an agent and advisor in
connection with Petrobras’ activities in Europe, the Middle East, the Far East and North Africa;
and
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» Petrobras Finance Limited, or PFL, a Cayman Islands company, incorporated with the purpose
of facilitating an export receivables securitization program linked to the resale of fuel oil and

bunker fuel bought from Petrobras.

In January 2003, PIFCo received Bear Insurance Company Ltd. — BEAR from Brasoil. BEAR is a
captive insurance company incorporated in Bermuda.

PIFCo’s principal executive office is located at Anderson Square Building, P.O. Box 714, George
Town, Grand Cayman, Cayman Islands, B.W.I., and its telephone number is (55-21) 2534-1410.

S-8
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Petrobras

Petrobras is one of the world’s largest integrated oil and gas companies, engaging in a broad range of
oil and gas activities. For the year ended December 31, 2002, Petrobras had sales of products and
services of U.S.$33.0 billion, net operating revenues of U.S.$22.6 billion and net income of U.S.$2.3
billion, and for the three months ended March 31, 2003, Petrobras had sales of products and services
of U.S.$9,578 million, net operating revenues of U.S.$7,043 million and net income of U.S.$2,309
million. Petrobras engages in a broad range of activities, which cover the following segments of its
operations:

exploration, development and production of crude oil and oil products in Brazil;

refining, transportation and marketing of crude oil, oil products and fuel alcohol, including
investments in petrochemicals;

distribution of oil products and fuel alcohol to end-users;

commercialization and transportation of natural gas produced in or imported into Brazil,
including participation in natural gas distribution and transportation companies in Brazil and
ownership in and development of thermoelectric power projects and related power activities;
and

international activities, including exploration and production, transportation, distribution and
natural gas and power activities outside of Brazil.

Petrobras’ principal executive office is located at Avenida Republica do Chile, 65 20031-912 — Rio de
Janeiro — RJ, Brazil, and its telephone number is (55-21) 2534-4477.

S-9
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Summary Financial Information for PIFCo

The following table sets forth PIFCo’s summary financial information, presented in U.S. Dollars and
prepared in accordance with U.S. GAAP. The data as of December 31, 2002, 2001 and 2000 and for
each of the three years in the period ended December 31, 2002 have been derived from the audited
consolidated financial statements of PIFCo as of December 31, 2002 and 2001 and for the years
ended December 31, 2002, 2001 and 2000, which are included in PIFCo’s Annual Report on Form 20-
F filed with the SEC on June 19, 2003. The data as of March 31, 2003 and for the three months ended
March 31, 2003 and 2002 have been derived from the unaudited consolidated financial statements of
PIFCo as of March 31, 2003 and for the three months ended March 31, 2003 and 2002, which are
included in PIFCo’s Report on Form 6-K furnished to the SEC on June 19, 2003. The information
below should be read in conjunction with, and is qualified in its entirety by reference to, the PIFCo
financial statements.

For the Three
Months Ended March 31, For the Year Ended December 31,

2003 2002 2002 2001 2000

(in thousands of U.S. Dollars)
Income Statement Data:
Sales of crude oil, oil products and

services $ 1,945,656 $ 1,141,650 $ 6,390,226 $ 6,260,514 $ 7,937,00:
Lease income — 2,993 36,062 10,682 —
Cost of sales (1,924,413) (1,139,636) (6,371,465) (6,253,009) (7,912,61¢
Lease expense — (238) (24,004) (10,542) —
General and administrative expenses (889) (233) (1,178) (114) —
Gross profit 20,354 4 536 29,641 7,531 24,38¢
Financial income(1) 87,559 34,792 219,580 158,804 221,57¢
Financial expense(1) (100,038) (66,735) (314,683) (187,101) (219,631
Gain on materials and equipment — — — 435 —
Net income (loss) $ 7,875 $ (27,407) $ (65462) $ (20,331) $ 26,32¢

As of December 31,

As of
March 31, 2003 2002 2001 2000
(in thousands of U.S. Dollars)

Balance Sheet Data:

Cash and cash equivalents $ 357,788 $ 260,629 $ 48,593 $ 51,19
Total assets 8,035,124 8,697,302 4,277,769 3,244,46
Loans payable to related parties 3,309,776 3,688,249 334,564 1,716,56
Short-term debt and current portion

of long-term debt 437,562 367,470 990,427 530,35
Capital lease — 68,948 — —
Long-term debt 3,545,116 3,248,716 2,335,000 245,00
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Capital lease—long-term — 601,733 —
Total stockholder’s equity 90,936 43,926 49,388 9,71

(1) Financial income represents primarily the profits made on sales of crude oil and oil products to Petrobras. Financial

expense consists primarily of costs incurred by PIFCo in financing its activities in connection with the importation by
Petrobras of oil and oil products.
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Summary Financial Information for Petrobras

The following table sets forth Petrobras’ summary consolidated financial information, presented in U.S.
Dollars and prepared in accordance with U.S. GAAP. The data as of December 31, 2002 and 2001
and for each of the three years in the period ended December 31, 2002 have been derived from the
audited consolidated financial statements of Petrobras as of December 31, 2002, 2001 and 2000 and
for the years ended December 31, 2002, 2001 and 2000, which are included in Petrobras’ Annual
Report on Form 20-F, filed with the SEC on June 19, 2003. The data as of March 31, 2003 and for the
three months ended March 31, 2003 and 2002 have been derived from the unaudited consolidated
financial statements of Petrobras as of March 31, 2003 and for the three months ended March 31,
2003 and 2002, which are included in Petrobras’ Report on Form 6-K furnished to the SEC on June 11
2003. The information below should be read in conjunction with, and is qualified in its entirety by

reference to, the Petrobras financial statements.
Three Months

Ended For the Year Ended
March 31, December 31,
2003 2002 2002 2001 2000

(in millions of U.S. Dollars)
Income Statement Data:

Sales of products and services $9,578 $7,476 $ 32,987 $ 34,145 $ 35,49¢
Net operating revenues 7,043 4,729 22,612 24,549 26,955
Cost of sales(1) (3,092) (2,476) (11,506) (12,807) (13,44¢
Depreciation, depletion and amortization (413) (402) (1,930) (1,729) (2,022
Exploration, including exploratory dry holes (67) (99) (435) (404) (44C
Impairment of oil and gas properties — — (75) (145) (37
Selling, general and administrative expenses(?) (460) (453) (1,741) (1,751) (1,45C
Research and development expenses (45) (38) (247) (132) (152
Total costs and expenses (4,077) (3,468) (15,834) (16,968) (17,55C
Other expense, net(3) (312) $ (240) (3,546) (2,789) (1,602
Income (loss) before effect of change in accounting

principles, income taxes and minority interest $ 2,654 1,021 3,232 4,792 7,80z
Cumulative effect of change in accounting principles,

net of taxes 697 — — — —
Income tax (expense) benefit (983) (357) (2,153) (1,389) (2,52¢
Minority interest (59) (51) 232 88 62
Net income $ 2,309 $ 613 $ 2,311 $ 3,491 $ 5,342

Cash Flow Data:
Cash provided by (used in):

Operating activities $ 2,256 $ 728 $ 6,287 $ 8,743 $ 7,714
Investing activities (1,067) (1,165) (6,656) (4,592) (3,651
Financing activities (186) (392) (1,614) (1,754) (81C
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As of December 31,

As of
March 31, 2003 2002 2001 2000
(in millions of U.S. Dollars)

Balance Sheet Data:
Cash and cash equivalents $ 4,501 $ 3,301 $ 7,360 $ 5,82
Total assets 37,298 32,018 36,864 39,13
Short-term debt and current portion of long-term
debt 1,532 1,398 2,041 4,08
Current portion of project financings and capital
lease obligations 768 588 978 8C
Long-term debt 7,330 6,987 5,908 4,83
Project financings and capital lease obligations 5,679 5,707 5,083 3,42
Total stockholders’ equity 11,712 9,301 13,247 14,70

(1) Amounts reported are net of impact of government regulation of U.S.$(68) million and U.S.$19 million for the years
ended December 31, 2001 and 2000, respectively.

(2) Amounts reported are net of impact of government regulation of U.S.$(45) million and U.S.$(81) million for the years
ended December 31, 2001 and 2000, respectively.

(3) Amounts reported include financial charges to the Petroleum and Alcohol Account of U.S.$2 million, U.S.$16 million
and U.S.$35 million for the years ended December 31, 2002, 2001 and 2000, respectively. For more information on
the Petroleum and Alcohol Account, see the audited Petrobras financial statements.
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Issuer

The Notes

Closing Date
Maturity Date

Interest

Interest Payment Dates

Codes
(a) Common Code
(b) ISIN
(c) CUSIP

Use of Proceeds

Indenture

The Offering
Petrobras International Finance Company, or “PIFCo”.

U.S.$500,000,000 aggregate principal amount of 9.125% Global
Notes due 2013. The notes will be payable in U.S. Dollars.

July 2, 2003.
July 2, 2013.

The notes will bear interest from the closing date at the rate of
9.125% per annum until July 2, 2013, payable semiannually in
arrears on each interest payment date. Interest is payable in U.S.
Dollars.

January 2 and July 2 of each year, commencing on January 2,
2004.

017201620
US71645WAG69
71645WAG6

PIFCo intends to use the net proceeds from the sale of the notes
for general corporate purposes, which will include the financing o
the purchase of oil product imports and may include the
repayment of existing trade-related debt and inter-company
loans. PIFCo may lend some portion of the net proceeds to
Petrobras, which Petrobras would use for general corporate
purposes. See “Use of Proceeds.”

The notes offered will be issued pursuant to an indenture
between PIFCo, as the issuer, and JPMorgan Chase Bank, as
trustee, dated as of July 19, 2002, as supplemented by the
second supplemental indenture, dated as of the closing date,
among PIFCo, Petrobras and the trustee. When we refer to the
indenture in this prospectus supplement we are referring to the
indenture as supplemented by the second supplemental
indenture. See “Description of the Notes.”
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Standby Purchase Agreement The notes will have the benefit of credit support in the form of a
standby purchase agreement under which Petrobras will be
obligated to make certain payments to the trustee in the event
PIFCo fails to make required payments of principal, interest and
other amounts due under the notes and the indenture. Under the
standby purchase agreement, Petrobras will be required to
purchase from the holders of the notes and pay to the trustee
amounts in respect of the noteholders’ right to receive (i) the
amount of any interest or other amounts not paid by PIFCo in
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accordance with the terms of the notes and the indenture, (ii) the entire
principal amount of the notes in the event PIFCo fails to make any
required payment of principal at the maturity of the notes or earlier upon
any redemption, repurchase or acceleration thereof prior to the maturity
date, (iii) the entire principal amount of the notes in the event that a
holder of a note requires PIFCo to repurchase such note in accordance
with the terms of the indenture and (iv) interest on all of the foregoing
amounts at the rate of 1% above the note rate, which we refer to as the
default rate, for payments beyond the date that PIFCo was required to
make such payments under the indenture. See “Description of the
Standby Purchase Agreement.”

Ranking The notes constitute general senior unsecured and
unsubordinated obligations of PIFCo which will at all times rank
pari passu among themselves and with all other senior
unsecured obligations of PIFCo that are not, by their terms,
expressly subordinated in right of payment to the notes.

The obligations of Petrobras under the standby purchase agreement
constitute general senior unsecured obligations of Petrobras which will at
all times rank pari passu with all other senior unsecured obligations of
Petrobras that are not, by their terms, expressly subordinated in right of
payment to Petrobras’ obligations under the standby purchase
agreement.

Early Redemption at PIFCo’s The notes will be redeemable in whole at their principal amount,

Option Solely for Tax Reasons plus accrued and unpaid interest, if any, to the date of
redemption, at PIFCo’s option at any time only in the event of
certain changes affecting taxation. The notes will not otherwise
be redeemable at PIFCo’s option prior to maturity or otherwise.
See “Description of the Notes—Optional Redemption.”

Covenants The terms of the indenture will require PIFCo, among other

things, to:

* pay all amounts owed by it under the indenture and the notes when
such amounts are due;

. perform all other obligations under the indenture;
. comply with all applicable laws;
. maintain all necessary governmental approvals;

. pay all uncontested taxes;
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. preserve its existence;
. maintain its properties;
. maintain adequate insurance;

. maintain its books and records in accordance with U.S.
GAAP;

* maintain an office or agent in New York for the purpose of service of
process and maintain a paying agent located in the United States;

S-13
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Events of Default

* ensure that the notes continue to be senior obligations of
PIFCo;

* use proceeds from the issuance of the notes for specified
purposes;

» give notice to the trustee of any default or event of default under the
indenture;

. provide certain financial statements to the trustee;

« take actions to maintain the trustee’s or the noteholders’ rights under
the relevant transaction documents; and

. replace the trustee upon any resignation or removal
thereof.

In addition, the terms of the indenture will restrict the ability of PIFCo and
its subsidiaries, among other things, to:

* undertake certain mergers, consolidations or similar
transactions;

. create certain liens on its assets or pledge its assets; and
. enter into certain transactions with its affiliates.

Similar covenants and some additional covenants apply to Petrobras
under the standby purchase agreement.

These covenants are subject to a number of important qualifications and
exceptions. See “Description of the Notes—Covenants” and “Description
of the Standby Purchase Agreement.”

The indenture will contain certain events of default, including the
following:

» failure to pay principal within three calendar days of its due
date;

» failure to pay interest within 30 calendar days of any interest
payment date;

» specified representations or warranties made by Petrobras in the
standby purchase agreement not being true when made;
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* Dbreach of a covenant or agreement in the indenture or the standby
purchase agreement by PIFCo and Petrobras, respectively if not
remedied within 60 calendar days;

» acceleration of or failure to make a payment on the indebtedness of
PIFCo, Petrobras or a material subsidiary thereof that equals or

exceeds U.S.$100 million;

» afinal judgment against PIFCo, Petrobras or a material subsidiary
thereof that equals or exceeds U.S.$100 million;
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» certain events of bankruptcy, liquidation or insolvency of PIFCo,
Petrobras or any material subsidiary;

e certain events relating to the unenforceability of the notes, the
indenture or the standby purchase agreement against PIFCo or
Petrobras;

» Petrobras ceases to own at least 51% of PIFCo’s outstanding voting
shares.

The events of default are subject to a number of important qualifications
and limitations. See “Description of the Notes—Events of Default.”

Modification of Notes, Indenture The terms of the indenture may be modified by PIFCo and the

and Standby Purchase trustee, and the terms of the standby purchase agreement may

Agreement be modified by Petrobras and the trustee, in some cases without
the consent of the holders. See “Description of the Standby
Purchase Agreement” in this prospectus supplement and
“Description of Debt Securities—Special Situations—Modification
and Waiver” in the accompanying prospectus.

Clearance and Settlement The notes will be issued in book-entry form through the facilities
of The Depository Trust Company (“DTC”) for the accounts of its
participants, and will trade in DTC’s Same-Day Funds Settlement
System. Beneficial interests in notes held in book-entry form will
not be entitled to receive physical delivery of certificated notes
except in certain limited circumstances. For a description of
certain factors relating to clearance and settlement, see
“Clearance and Settlement.”

Withholding Taxes; Additional Any and all payments of principal, premium, if any, and interest ir

Amounts respect of the notes will be made free and clear of, and without
withholding or deduction for, any taxes, duties, assessments,
levies, imposts or charges whatsoever imposed, levied, collected
withheld or assessed by Brazil or the Cayman Islands, or any
political subdivision or any taxing authority thereof or therein,
unless such withholding or deduction is required by law. If PIFCo
Is required by law to make such withholding or deduction, it will
pay such additional amounts as necessary to ensure that the
noteholders receive the same amount as they would have
received without such withholding or deduction, subject to certain
exceptions. In the event Petrobras is obligated to make payments
to the noteholders under the standby purchase agreement,
Petrobras will pay such additional amounts necessary to ensure
that the noteholders receive the same amount as they would
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have received without such withholding or deduction, subject to
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Governing Law

Form and Denomination

Listing

Risk Factors

certain exceptions. See “Description of the Notes—Covenants —
Additional Amounts” and “Description of the Standby Purchase
Agreement—Additional Amounts.”

The indenture, the notes and the standby purchase agreement
will be governed by, and construed in accordance with, the laws
of the State of New York.

The notes will be in global registered form without interest
coupons attached only in denominations of U.S.$1,000 and in
integral multiples of U.S.$1,000 in excess thereof and will be
transferable in principal amounts of U.S.$1,000 or any multiple
thereof.

The notes have not been listed on any securities exchange.
PIFCo may apply for a listing of the notes on the Luxembourg
Stock Exchange at some time after the closing date, but there is
no certainty that an application will be made or that the listing will
be approved by the Luxembourg Stock Exchange.

You should carefully consider the risk factors discussed
beginning on page S-17 before purchasing any notes.
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RISK FACTORS
Risks Relating to PIFCo
PIFCo may not earn enough money from its own operations to meet its debt obligations.

PIFCo is a direct wholly-owned subsidiary of Petrobras incorporated in the Cayman Islands as an
exempted company with limited liability. Accordingly, PIFCo’s financial position and results of
operations are largely affected by decisions of Petrobras. PIFCo has limited operations consisting
principally of the purchase of crude oil and oil products from third parties and the resale of those
products to Petrobras, with financing for such operations provided by Petrobras as well as third-party
credit providers. PIFCo also resells crude oil and oil products to third parties on a limited basis.
PIFCo’s ability to pay interest, principal and other amounts due on its outstanding and future debt
obligations will depend upon a number of factors, including:

» Petrobras’ continued utilization of PIFCo’s services for market purchases of crude oil and oll
products;

» Petrobras’ willingness to continue to make inter-company loans to PIFCo and provide other
financial support;

» PIFCo’s ability to access financing sources, including third-party credit facilities; and
* PIFCo’s ability to transfer its financing costs to Petrobras.

In the event of a material adverse change in Petrobras’ financial condition or results of operations or in
Petrobras’ financial support of it, PIFCo may not have sufficient funds to repay all amounts due on its
indebtedness. See “Risks Relating to Petrobras” for a more detailed description of certain risks that
may have a material adverse impact on Petrobras’ financial condition and therefore affect PIFCo’s
ability to meet PIFCo’s debt obligations.

If Brazilian law restricts Petrobras from paying PIFCo in U.S. dollars, PIFCo may have
insufficient U.S. dollar funds to make payments on PIFCo’s debt obligations.

PIFCo obtains substantially all of its funds from Petrobras’ payments in U.S. dollars for crude oil that it
purchases from PIFCo. In order to remit U.S. dollars to PIFCo, Petrobras must comply with Brazilian
foreign exchange control regulations, including preparing specified documentation to be able to obtain
U.S. dollar funds for payment to PIFCo. If Brazilian law were to impose additional restrictions,
limitations or prohibitions on Petrobras’ ability to convert Reais into U.S. dollars, it could restrict the
source of U.S. dollar funds available for PIFCo to make payment on PIFCo’s debt obligations. Such
restrictions could also have a material adverse effect on the Brazilian economy or Petrobras’ financial
condition.

PIFCo may be limited in its ability to pass on its financing costs.

PIFCo is principally engaged in the purchase of crude oil and oil products for resale to Petrobras, as
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described above. At any time, PIFCo may incur indebtedness related to such purchases and/or obtain
financing from Petrobras or third-party credit providers. As of December 31, 2002, approximately 45%
of our indebtedness on a stand-alone basis was floating-rate debt denominated in U.S. dollars.
Petrobras is in the process of changing its risk management processes, including those which may
affect PIFCo, but neither Petrobras nor PIFCo have yet entered into derivative contracts or made other
arrangements to hedge against interest rate risk. PIFCo has historically passed on its financing costs
to Petrobras by selling crude oil and oil products to Petrobras at a premium to compensate for PIFCo’s
financing costs. Although PIFCo and Petrobras are considering methods of continuing this practice in
the future, PIFCo cannot assure you that this practice will continue. PIFCo’s inability to transfer its
financing costs to Petrobras could have a material adverse effect on PIFCo’s business and its ability to
meet its debt obligations.
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Risks Relating to Petrobras
Petrobras’ operations are affected by the volatility of prices for crude oil and oil products.

Until January 2, 2002, the prices Petrobras was allowed to charge for crude oil and oil products (and,
as a result, Petrobras’ recorded prices for the calculation of net operating revenues) were determined
on the basis of a pricing formula established by the Brazilian government designed to reflect changes
in the Real/U.S. Dollar exchange rate and international market prices for relevant benchmark products.
However, as of January 2, 2002, the crude oil and oil products markets in Brazil were deregulated in
their entirety.

Historically, international prices for crude oil and oil products have fluctuated widely as a result of many
factors. Petrobras does not, and will not, have control over the factors affecting international prices for
crude oil and oil products. These factors include:

» global and regional economic and political developments in crude oil producing regions,
particularly in the Middle East;

» the ability of the Organization of Petroleum Exporting Countries (“OPEC”) and other crude oil
producing nations to set and maintain crude oil production levels and prices;

» other actions taken by major crude oil producing or consuming countries;
» global and regional supply and demand for crude oil and oil products;

» competition from other energy sources;

» domestic and foreign government regulations;

» weather conditions; and

» military action, such as the recent U.S. military action in Iraq.

The average prices of Brent crude, an international benchmark oil, were approximately U.S.$25.02 per
barrel for the year ended December 31, 2002, U.S.$24.44 per barrel for the year ended December 31,
2001 and U.S.$28.50 per barrel for the year ended December 31, 2000.

Changes in crude oil prices typically result in changes to prices for oil products. Lower crude oil prices
have various effects on Petrobras, including decreasing its net operating revenues, net income and
cash flows. In comparison, higher crude oil prices generally lead to increases in our net operating
revenues, net income and cash flows.

Petrobras expects continued volatility and uncertainty in international prices for crude oil and oil
products. Declines in international crude oil prices may adversely affect Petrobras’ financial condition
and the value of its proved reserves.
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Prices remain regulated for natural gas, electricity and certain petrochemicals. These controls could
have an adverse effect on revenues from these business activities.

Because of changes in government regulations, Petrobras faces increased competition and
may lose market share.

Substantial changes have been occurring in the oil and gas industry in Brazil as a result of the
continuing process of deregulation by the Brazilian government. As part of this deregulation, the
Brazilian government eliminated all price controls on crude oil and oil products in early 2002. Prices
remain regulated, however, for natural gas, electricity and certain petrochemicals. The changes in
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government regulation have enabled multi-national and regional oil companies to enter the Brazilian
energy market. Petrobras expects that competition in our downstream and upstream activities will
increase further, as existing and new patrticipants expand their activities as a result of these regulatory
changes.

Although Petrobras’ prices for crude oil and oil products are based on international prices, in
periods of high international prices or sharp devaluations of the Real, Petrobras may not be
able to adjust its prices in Reais sufficiently to maintain parity with international prices.

Since the Brazilian government’s elimination of all price controls on crude oil and oil products in
January 2002, there have been periods of high international prices or sharp devaluations of the Real
when Petrobras has been unable to increase prices in Reais sufficiently to maintain parity with
international prices. While Petrobras does not have an obligation to supply the Brazilian market, during
periods when the local prices of crude oil and oil products were below prevailing international prices, it:
competitors were unwilling to supply the local market. In order to ensure adequate supply of crude oil
and oil products in Brazil, Petrobras sold crude oil and oil products below prevailing international
prices.

As a result of deregulation of the Brazilian market, and the elimination of import tariffs in particular, our
competitors can sell products in the Brazilian market at parity with international prices. In light of this
increased competition, Petrobras has less flexibility to maintain local prices above international prices
to compensate for revenues not realized in periods in which Petrobras sold crude oil and oil products
below prevailing international market prices.

Petrobras may be required to sell some of its refining capacity in Brazil.

Petrobras presently owns 98.6% of the existing refining capacity in Brazil. Petrobras plans to upgrade
its present refineries and it may build new refineries in Brazil, sell participation interests in its present
refineries to new partners or engage in asset swaps, as it did through its business combination in 2001
involving assets of Repsol-YPF S.A. Although Petrobras is not presently subject to any requirement to
divest any assets, and the Brazilian government has not made any proposal in that respect, it is
possible that Petrobras will be required to divest a portion of its refining capacity or other assets in the
future. Any such divestiture could have a material adverse effect on Petrobras’ financial condition.

Petrobras’ ability to achieve growth is dependent upon its finding or acquiring additional
reserves, as well as successfully developing current reserves, and risks associated with
drilling may cause drilling operations to be delayed or cancelled.

Petrobras’ ability to achieve its growth objectives is highly dependent upon its level of success in
finding, acquiring or gaining access to additional reserves, as well as successfully developing current
reserves. In general, the volume of production from crude oil and natural gas properties declines as
reserves are depleted, with the rate of decline depending on reservoir characteristics. Unless
Petrobras conducts successful exploration and development activities or acquires properties
containing proved reserves, or both, its proved reserves will decline as reserves are extracted.

Petrobras’ exploration and development activities expose it to the inherent risks of drilling, including the

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (35 of 219)7/2/03 6:00:03 AM



Prospectus Supplement

risk that no economically productive crude oil or natural gas reserves will be discovered. The costs of
drilling, completing and operating wells are often uncertain and numerous factors beyond Petrobras’
control may cause drilling operations to be curtailed, delayed or cancelled. Petrobras’ future drilling,
exploration and acquisition activities may not be successful and, if unsuccessful, could have a material
adverse effect on Petrobras’ financial condition.
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Petrobras’ crude oil and natural gas reserve estimates involve some degree of uncertainty and
may prove to be incorrect over time.

The proved crude oil and natural gas reserves set forth in Petrobras’ annual report is Petrobras’
estimated quantities of crude oil, natural gas and natural gas liquids that geological and engineering
data demonstrate with reasonable certainty to be recoverable from known reservoirs under existing
economic and operating conditions (i.e. prices and costs as of the date the estimate is made).
Petrobras’ proved developed crude oil and natural gas reserves are reserves that can be expected to
be recovered through existing wells with existing equipment and operating methods. There are
numerous uncertainties inherent in estimating quantities of proved reserves. The reliability of proved
reserve estimates depends on:

the quality and quantity of our geological, technical and economic data;

the prevailing crude oil and natural gas prices applicable to Petrobras’ production (which in the
past have been subject to Brazilian government regulation);

the production performance of Petrobras’ reservoirs; and

extensive engineering judgments.

Many of the factors, assumptions and variables involved in estimating reserves are beyond Petrobras’
control and may prove to be incorrect. The results of Petrobras’ future drilling, testing and production
activity may lead it to make significant revisions to its reserve estimates.

Petrobras’ equipment, facilities and operations are subject to numerous environmental and
health regulations which may become more stringent in the future and may result in increased
liabilities and increased capital expenditures.

Petrobras’ facilities are subject to a wide variety of federal, state and local laws, regulations and permit
requirements relating to the protection of human health and the environment. Petrobras could be
exposed to civil penalties, criminal sanctions and closure orders for non-compliance with these
environmental regulations, which, among other things, limit or prohibit emissions or spills of toxic
substances produced in connection with Petrobras’ operations. Current and past waste disposal and
emissions practices may require Petrobras to clean up or retrofit its facilities at substantial cost and
could result in substantial liabilities. The Instituto Brasileiro do Meio Ambiente dos Recursos Naturais
Renovaveis (Brazilian Institute of the Environment and Renewable Natural Resources), or IBAMA, has
been investigating Petrobras’ oil platforms in the Campos Basin, and may impose fines, restrictions on
operations or other sanctions in connection with its investigations.

Petrobras spent approximately U.S.$466 million in 2002, U.S.$473 million in 2001 and U.S.$356
million in 2000 to comply with environmental laws. However, since environmental laws are becoming
more stringent in Brazil and in other jurisdictions where Petrobras operates, it is likely that its
environmental capital expenditures and costs for environmental compliance will increase, perhaps
substantially, in the future. In addition, due to the possibility of unanticipated regulatory or other
developments, the amount and timing of future environmental expenditures may vary widely from
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those currently anticipated. The amount of investments Petrobras makes in any given year is subject tc
limitations by the Brazilian government. Accordingly, expenditures required for compliance with
environmental regulation could result in reductions in other strategic investments that Petrobras has

planned, with a resulting decrease to its profits, and future environmental costs may have a material
adverse effect on its financial condition.
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In the past, significant oil spills have occurred and Petrobras has incurred, and may continue tc
incur, liabilities in connection with oil spills, including clean up costs, government fines, and
potential lawsuits.

From time to time, oil spills occur in connection with our operations. Since January 1, 2000, Petrobras
has experienced 11 significant oil spills. In each of these, Petrobras undertook cleanup efforts as
promptly as possible. Nevertheless, in some situations, Petrobras was fined by various state and
federal environmental agencies, became the defendant in several civil and criminal suits, and remain
subject to several investigations and potential civil and criminal liabilities as a result of past oil spills.
These or any future oil spills may have a material adverse effect on Petrobras’ financial condition.
Accordingly, if one or more of the potential liabilities resulting from these oil spills were to result in an
actual fine or civil or criminal liability, such fine or liability could have a material adverse effect on
Petrobras’ financial condition.

Petrobras may incur losses and spend time and money defending pending litigation and
arbitration.

Petrobras is currently a party to numerous legal proceedings relating to civil, administrative,
environmental, labor and tax claims filed against it. Petrobras is also pursuing discussions with various
government authorities and with Repsol-YPF over Petrobras’ licenses, including its right to operate
certain platforms, in connection with the 2001 Repsol-YPF asset swap. These claims involve a wide
range of issues and seek substantial amounts of money and other remedies. Several individual
disputes account for a significant part of the total amount of claims against Petrobras. Petrobras’
audited financial statements as of December 31, 2002 include reserves totaling U.S.$50 million as of
that date, for probable and reasonably estimable losses and expenses Petrobras may incur in
connection with all of Petrobras’ pending litigation and a separate provision of U.S.$105 million related
to various tax assessments received from the Instituto Nacional de Seguridade Social (National
Security Institute, or INSS).

In the event that a number of the claims that Petrobras considers to represent remote or reasonably
possible risks of loss were to be decided against it, or in the event that the losses estimated turn out to
be higher than the reserves made, the aggregate cost of unfavorable decisions could have a material
adverse effect on Petrobras’ financial condition. Additionally, Petrobras’ management may be required
to direct its time and attention to defending these claims, which could preclude them from focusing on
its core business. Depending on the outcome, certain litigation, including matters involving Petrobras’
platforms and asset swaps, could result in restrictions on its operations and have a material adverse
effect Petrobras’ financial condition.

Proposed legislative changes to the ICMS tax imposed by the State of Rio de Janeiro may have
a material adverse effect on Petrobras’ results of operation and financial condition.

The governor of the State of Rio de Janeiro is considering signing a bill into law that would increase
the amount of Imposto sobre Circulacdo de Mercadorias e Servicos (state value-added tax, or ICMS)
that Petrobras is required to pay by approximately R$5.4 billion (U.S.$1.9 billion) per year. The
proposed new law would change the point of collection of part of the ICMS from the refinery level to the
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wellhead level of production in the State of Rio de Janeiro. If it becomes effective, Petrobras may be
unable to utilize part of the taxes imposed at the wellhead level in Rio de Janeiro to offset taxes that
are imposed at the refinery level in other states, and therefore would be paying taxes on the same oil
products at both the production and refining level. Petrobras believes that the proposed new law would
be an unconstitutional form of taxation, and intends to challenge the law if it becomes effective. If the
law becomes effective, it would significantly increase the amount of taxes Petrobras pays, and such
increase could have a material adverse effect on its level of investments and, therefore, on its financial
condition.
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Labor disputes, strikes, work stoppages and protests could lead to increased operating costs.

All of Petrobras’ employees, except the maritime employees, are subject to a collective bargaining
agreement with the Oil Workers’ Unified Federation, which was signed on December 4, 2002,
retroactive to September 1, 2002. This collective bargaining agreement will expire on October 31,
2003. On December 27, 2002, Petrobras signed a separate collective bargaining agreement with the
maritime employees’ union retroactive to November 1, 2002, which will expire on October 31, 2003.

From time to time, Petrobras has been subject to strikes and work stoppages. In 2001, Petrobras’ oil
workers began a five-day strike. While this strike was settled, it did result in a decrease in crude oil
production. If Petrobras’ workers were to strike, the resulting work stoppages could have an adverse
effect on Petrobras, as it does not carry insurance for losses incurred as a result of business
interruptions of any nature, including business interruptions caused by labor action. As a result,
Petrobras’ financial condition could be adversely affected by future strikes, work stoppages, protests ot
similar activities.

Petrobras’ expansion into the domestic power market is relatively recent and has generated
losses, and the regulatory environment remains uncertain.

Consistent with the global trend of other major oil and gas companies and to secure demand for its
natural gas, Petrobras is currently expanding its business into the domestic power market. Despite a
number of incentives introduced by the former Brazilian government to promote the development of
thermoelectric power plants, development of such plants by private investors has been slow to
progress. Petrobras currently invests in 16 of the 39 gas-fired power generation plants being built or
proposed to be built in Brazil under the program to promote the development of thermoelectric plants,
known as the Programa Prioritario de Termoelectricidade (Thermoelectric Priority Program, or PPT).
Petrobras invests in some of these plants with partners, many of whom may have power purchase
agreements with the plants. Contractual disputes involving Petrobras have arisen in connection with
these investments and may continue to arise, and, depending on their outcome, such disputes could
have an adverse economic impact on Petrobras, including on the profitability of these investments.

Petrobras has a limited history of investing in thermoelectric plants, and thermoelectric plants has not
previously operated in a competitive environment in Brazil. Thermoelectric plants have faced difficulties
passing on to electricity offtakers foreign currency financing costs of developing new generating
capacity, and have had to contend with the reluctance of many distribution companies to sign power
purchase agreements due mainly to their existing initial contracts, which provide for a guaranteed price
from 1998 to 2002, which is phased out over the following four years. In addition, demand for
thermoelectric power in Brazil has been lower than expected. In 2002, Congress passed a law
increasing government intervention in the market, and the current administration is studying the
implementation of changes that could be material to the natural gas and power sector. It is not clear
that thermoelectric power generation will remain a priority for the country. In addition, the energy policy
of the new administration remains uncertain.

During 2002, Petrobras experienced significant losses relating to its investments in thermoelectric
power generation. As a result, in 2002 Petrobras created a U.S.$205 million provision for losses
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related to Petrobras’ commitments to off-take electricity from certain thermoelectric power plants.
Petrobras increased this provision in the first quarter of 2003 by a further U.S.$205 million. After
deducting the losses incurred in the first quarter of 2003, which amounted to U.S.$111 million, the
balance of the provision totaled U.S.$316 million as of March 31, 2003. Petrobras has limited its
investments in this area, but its participation in the domestic power market may never become
profitable. As a result, Petrobras’ participation in this market may have a material adverse effect on its
financial condition.
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Petrobras is in the process of implementing a new Strategic Plan, which may have a material
adverse effect on its competitive position or ability to expand its operations.

On April 17, 2003, Petrobras announced the adoption of revisions to its Strategic Plan for the period
2003-2007. The new Strategic Plan maintains Petrobras’ core strategies and objectives, but reduces
its overall budgeted capital expenditures for the year 2003. The revisions for 2003 reflect an
environment of decreased access to financial markets and increased volatility in foreign exchange
rates and crude oil prices. The changes to Petrobras’ Strategic Plan, particularly the decrease in
overall budgeted capital expenditures, could affect Petrobras’ ability to achieve certain of its strategic
goals, and in particular, could adversely affect Petrobras’ competitive position or ability to expand its
operations.

Petrobras may not be able to obtain financing for all of its planned investments.

The Brazilian government maintains control over Petrobras’ budget and establishes limits on its
investments and long-term debt. As a state-controlled entity, Petrobras must submit its proposed
annual budgets to the Ministry of Planning, Budget and Management, the Ministry of Mines and
Energy, and the Brazilian Congress for approval. Petrobras is endeavoring to obtain financing that
does not require Brazilian government approval, such as structured financings, but there can be no
assurance that it will succeed. As a result, Petrobras may not be free to make all the investments it
envisions, including those Petrobras has agreed to make to expand and develop its crude oil and
natural gas fields. If Petrobras is unable to make these investments, its future operating results and
financial condition may be adversely affected. In addition, failure to make Petrobras’ planned
investments in Brazil could hurt its competitive position in the Brazilian oil and gas sector, particularly
as other companies enter the market.

Currency fluctuations could have a material adverse effect on Petrobras’ financial condition
and results of operations, because most of its revenues are in Reais and a large portion of its
liabilities are in foreign currencies.

The principal market for Petrobras’ products is Brazil, and over the last three fiscal years over 86% of
its revenues have been denominated in Reais. A substantial portion of Petrobras’ indebtedness and
some of its operating expenses and capital expenditures are, and are expected to continue to be,
denominated in or indexed to U.S. Dollars and other foreign currencies. In addition, during the year
ended December 31, 2002, Petrobras imported U.S.$5.2 billion of crude oil and oil products, the prices
of which were all denominated in U.S. Dollars.

As a result of downward pressure on the Real, on January 15, 1999, the Central Bank of Brazil allowec
the Real to float freely. The Real depreciated 9.3% in 2000, 18.7% in 2001 and 52.3% in 2002 against
the U.S. Dollar. As of June 20, 2003, the exchange rate of the Real to the U.S. Dollar was R$2.888 per
U.S.$1.00, representing an appreciation of approximately 22.16% in 2003 year-to-date. There is no
assurance that this trend will continue, and the Real may depreciate further in the future. Petrobras
cannot predict the impact on its operations of any future substantial devaluation of the Real, which
could adversely affect Petrobras’ operating cash flows and its ability to meet its foreign currency-
denominated obligations. You should consider this risk in light of past devaluations of the Real caused
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by inflationary and other pressures.
Petrobras is exposed to increases in prevailing market interest rates.

As of December 31, 2002, approximately 45% of Petrobras’ total indebtedness consisted of floating
rate debt. Although Petrobras is changing its risk management practices, it has not yet entered into
derivative contracts or made other arrangements to hedge against interest rate risk. Accordingly, if
market interest rates (principally LIBOR) rise, Petrobras’ financing expenses will increase.
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In the aftermath of the U.S. military action in Iraq there may be changes to the international oil
markets, some of which could have an adverse effect on Petrobras.

Following the U.S. military action in Iraqg, the United Nations eliminated sanctions that had limited Iraq’s
ability to participate in the international oil markets. As a result, it is expected that in the future, Iraq will
substantially increase its production and export sales of crude oil and oil products. Given the
uncertainty surrounding the circumstances under which Iraqg’s oil industry will be managed over the
next few years, it is impossible to predict the economic or political goals which the United States
government or any other party controlling such industry will seek to achieve. The changes to the
international oil markets that could result from Iraq’s re-entry into such markets could have a material
adverse effect on Petrobras’ financial condition.

Petrobras’ ability to obtain affordable insurance coverage may be adversely affected by
changes in the insurance markets, its recent history of claims under its insurance policies and
changes in the insurance markets following the September 11, 2001 terrorist attacks.

The insurance premiums charged for some or all of the coverage historically maintained by Petrobras
and its subsidiaries has increased significantly in the past as a result of changes in the insurance
markets and claims under its insurance policies. Following the March 15, 2001 explosion that sank
Platform P-36, Petrobras’ insurance costs increased substantially, from U.S.$36.0 million in 2001 to U.
S.$46.4 million in 2002. For 2003, these costs have decreased to U.S.$30.5 million. Petrobras’
insurance costs may increase, or coverage may be unavailable, in the future. The premiums for war
risk and terrorism insurance have also increased substantially in the past, and in some cases, such
insurance is not available. Following the September 11, 2001 terrorist attacks, insurance underwriters
have issued general notices of cancellations to their customers for war risk and terrorism insurance in
respect of a wide variety of insurance coverage, including, but not limited to, liability coverage.
Petrobras does not know whether insurance underwriters will offer to reinstate some or all of these
types of coverage and, if reinstatement is offered, the extent to which premiums may be increased.
The failure to obtain insurance against risks inherent in Petrobras’ business may expose Petrobras to
catastrophic losses that may have a material adverse effect on its financial condition.

Petrobras may not achieve the anticipated timing, efficiencies and benefits of integrating Perez
Companc into its business.

On October 17, 2002, Petrobras agreed to acquire 58.62% of the capital stock of Perez Companc, an
Argentine sociedad anonima and the second largest Argentine energy company, from the Perez
Companc family and the Perez Companc Foundation for approximately U.S.$1.03 billion. The
completion of the Perez Companc acquisition was contingent upon antitrust approval from the
Argentine government’s Comisién Nacional de Defensa de la Competencia (the “National Council for
the Defense of Competition” or the “CNDC”). The CNDC approved the transaction on May 13, 2003.
Upon approval of the transaction, Perez Companc agreed to divest itself of its equity interest in
Transener S.A., which operates most of Argentina’s high-tension electricity lines. This divestiture is in
line with Perez Companc’s strategic plan and does not affect Petrobras’ strategic plan in Latin
America.
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It is possible that Petrobras may not achieve the anticipated timing, efficiencies and benefits of
integrating Perez Companc into its business. Differing corporate cultures, legal and regulatory
environments, personalities, languages and other factors may pose challenges to the success of the
acquisition. Failure to achieve the anticipated timing, efficiencies and benefits of integrating Perez
Companc into Petrobras’ business may negatively impact Petrobras and its ability to implement its
strategic objectives in South America.
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Perez Companc is subject to substantial risks relating to its business and operations in
Argentina and other South American countries.

Perez Companc has approximately 59.6% of its total crude oil and natural gas production and 45.6%
of its proved crude oil and natural gas reserves located in Argentina at December 31, 2002. As a
result, Perez Companc’s financial condition may be adversely affected by Argentine political instability,
fluctuations in the Argentine economy and governmental actions concerning the economy, including:

» the imposition of exchange controls, which could restrict the flow of capital out of Argentina
and make it more difficult for Perez Companc to service its non-Peso denominated debt;

» the imposition of restrictions on the export of crude oil and oil products, which could decrease
Perez Companc’s U.S. Dollar cash receipts;

» the devaluation of the Argentine Peso, which could lead to significant losses in Perez
Companc’s net foreign currency position and, therefore, restrict its ability to make payment on
its foreign-currency denominated debt;

* increases in export tax rates for crude oil and oil products, which could lead to a reduction in
Perez Companc’s export margins and cash flows; and

» other measures enacted by the Argentine government to address Argentina’s economic crisis,
including the pesification of utility rates, which combined with the devaluation of the Argentine
Peso, resulted in payment defaults by three of Perez Companc’s affiliated utility companies,
TGS, CIESA (the parent of TGS), and Transener, and which could lead to defaults by other
affiliated utility companies.

Perez Companc is also active in Venezuela, Ecuador, Bolivia, Peru and Brazil. Production from
Venezuela accounted for approximately 28.7% of Perez Companc’s total average production in barrels
of oil equivalent in 2002, constituting the largest operation outside Argentina. Accordingly, Perez
Companc’s operations may be negatively affected by:

» the continuing political and economic instability in Venezuela, particularly the labor strikes and
other forms of political protest directed against the Hugo Chavez administration;

» any decisions by OPEC to decrease production volumes, as Venezuela is a member of OPEC
and

» any decision by the Venezuelan government to modify the terms and conditions of Perez
Companc’s operating agreements in Venezuela.

If one or more of the risks described above were to materialize, Petrobras may not be able to realize
the benefits that it currently intends to realize from the Perez Companc acquisition, and that
development might negatively impact Petrobras and its ability to implement its strategic objectives in
South America.
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Risks Relating to the Relationship between Petrobras and the Brazilian Government

The interests of the Brazilian government, as Petrobras’ controlling shareholder, may conflict
with the interests of its other shareholders and creditors.

The Brazilian government, as Petrobras’ controlling shareholder, has pursued, and could continue to
pursue, certain of its macroeconomic and social objectives through us. These initiatives have not
always been in Petrobras’ best interests or the best interests of its other shareholders and creditors.
Brazilian law requires the Brazilian government to own a majority of Petrobras’ voting stock,
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and so long as it does, the Brazilian government will have the power to elect a majority of the members
of its board of directors and, through them, a majority of the executive officers who are responsible for
Petrobras’ day-to-day management. As a result, Petrobras may engage in activities that give
preference to the Brazilian government’s agenda rather than to its own economic and business
objectives. In particular, Petrobras continues to assist the Brazilian government to ensure that the
supply of crude oil and oil products in Brazil meets Brazilian consumption requirements. Accordingly,
Petrobras may continue to make investments, incur costs and engage in sales on terms that are not
necessarily in its best interests or in the best interests of Petrobras’ shareholders and creditors.

Luiz Inacio Lula da Silva was elected President of Brazil in October 2002 and took office on January 1,
2003. As a result, there have been significant changes in Petrobras’ board of directors and senior
management in recent months. The reconstituted board of directors and new senior management may
pursue a strategy or conduct operations in a manner that diverges significantly from the strategy and
operations pursued by Petrobras’ previous management. Changes in government or government
policy could have a material adverse effect on Petrobras’ financial condition.

If the Brazilian government reinstates controls over the prices Petrobras can charge for crude
oil and oil products, such price controls could affect Petrobras’ financial condition and results
of operations.

In the past, the Brazilian government set prices for crude oil and oil products in Brazil, often below
prevailing prices on the world oil markets. These prices involved elements of cross-subsidy among
different oil products sold in various regions in Brazil. The cumulative impact of this price regulation
system on us is recorded as an asset on Petrobras’ balance sheet under the line item “Petroleum and
Alcohol Account—Receivable from the Brazilian government.” The balance of the account at
December 31, 2002 was U.S.$182 million. Effective January 2, 2002, all price controls for crude oil anc
oil products ended, and while no price controls were imposed in 2002, the Brazilian government could
decide to reinstate price controls in the future as a result of market instability or other conditions. If this
were to occur, it could have a material adverse effect on Petrobras’ financial condition.

Brazilian political and economic conditions may have a material adverse effect on us.

The Brazilian economy has been characterized by significant involvement by the Brazilian government
which often changes monetary, credit and other policies to influence Brazil's economy. The Brazilian
government’s actions to control inflation and other economic policies have often involved wage and
price controls, modifications to the Central Bank’s base interest rates, and other measures, such as the
freezing of bank accounts, which occurred in 1990.

The Brazilian government’s economic policies may have important effects on Brazilian corporations
and other entities, including us, and on market conditions and prices of Brazilian securities. Petrobras’
financial condition may be adversely affected by the following factors and the Brazilian government’s
response to these factors:

» devaluations and other exchange rate movements;
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* inflation;

» exchange control policies;
» social instability;

* price instability;

* energy shortages;
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interest rates;

liquidity of domestic capital and lending markets;

tax policy; and

other political, diplomatic, social and economic developments in or affecting Brazil.

In addition, Petrobras cannot predict the effect that the policies of the new Brazilian administration may
have on Brazilian economic conditions or on its financial condition.

The current Argentine economic, political and social crisis could adversely affect the financial
condition and results of operation of Perez Companc and Petrobras’ other Argentine
operations.

Since 1999, the Argentine economy has been in a recession marked by reduced levels of consumptior
and investment, increased unemployment, declining gross domestic product and capital flight.

On December 20, 2001, President Fernando de la Rla resigned, and since then, Argentina has had
several presidents, including President Eduardo Duhalde, who held office from January 2002 to May
2003. During his term, President Duhalde and his government undertook a number of far-reaching
initiatives, including:

» ratifying the suspension of payment of certain of Argentina’s sovereign debt;

» amending Argentina’s Convertibility Law to allow the exchange rate of the Argentine Peso to
float, breaking the Peso’s decade-old one-to-one relationship to the U.S. Dollar, and resulting
in a 66.4% decline in the value of the Peso against the U.S. Dollar from January 7, 2002 to
March 31, 2003;

» converting certain U.S. dollar-denominated debts into peso-denominated debts at a one-to-
one exchange rate and U.S. dollar-denominated bank deposits into peso-denominated bank
deposits at an exchange rate of 1.4 Argentine Pesos per U.S.$1.00;

» restructuring bank deposits and maintaining restrictions on bank withdrawals;

* enacting an amendment to the Argentine Central Bank’s charter to (i) allow it to print currency
in excess of the amount of the foreign reserves it holds, (ii) make short-term advances to the
Argentine federal government and (iii) provide financial assistance to financial institutions with
liquidity constraints or solvency problems;

* imposing restrictions on transfers of funds abroad subject to certain exceptions; and

* requiring the deposit into the banking system of foreign currency earned from exports, subject
to certain exceptions.
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The rapid and radical nature of recent changes in the Argentine social, political, economic and legal
environment created an atmosphere of great uncertainty in the banking system. As a result,
commercial and financial activities were virtually paralyzed during 2002, further aggravating the
economic recession which precipitated the current crisis. Moreover, due to the depth of the social and
political crisis that affected Argentina in 2002, Argentina continues to face risks, including: (i) civil
unrest, rioting, looting, nation-wide protests, widespread social unrest and strikes, (i) expropriation,
nationalization and forced renegotiation or modification of existing contracts and (iii) changes in
taxation policies, including royalty and tax increases and retroactive tax claims.

On May 25, 2003, a new president, Néstor Kirchner, took office. There is uncertainty as to the nature
and scope of the measures to be adopted by Mr. Kirchner's government to address many of the
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country’s unresolved economic problems, including the renegotiation of its external debt. Petrobras
cannot predict the policies the new Kirchner administration may adopt or the effect that those policies
could have on Argentine economic conditions and Petrobras’ activities in Argentina.

Petrobras has acquired a majority interest in several entities with operations in Argentina, including
Perez Companc. The financial condition and results of operation of Perez Companc and other
acquisitions may be adversely affected by Argentine political instability, fluctuations in the Argentine
economy and governmental actions concerning the economy, which could result in Petrobras’ failure tc
realize the benefits it currently expects to realize from those acquisitions.

Historical Brazilian government control of Petrobras’ sales prices and regulation of its
operating revenues mean that its results of operations cannot be easily compared from year to
year.

One of the tools available to the Brazilian government to control inflation and pursue other economic
and social objectives has been the regulation of oil product prices. The method by which the Brazilian
government has controlled Petrobras’ prices has varied from year to year. Until December 31, 2001,
the Brazilian government regulated the prices at which Petrobras was permitted to sell its oil products.
The Brazilian government also established freight subsidies to ensure uniform oil product prices
throughout Brazil, but these subsidies have since been phased out. Beginning in July 1998, and until
the institution of price deregulation on January 2, 2002, the Brazilian government established a new
methodology for calculating Petrobras’ net operating revenues.

Because of this government price control and the change in methodology:

» the various line items in Petrobras’ financial statements are not necessarily comparable from
period to period; and

» Petrobras’ results of operations reflect not only its consolidated operations, but also the results
of economic activity undertaken on behalf of the Brazilian government.

Additionally, from time to time, the Brazilian government may impose specific taxes or other special
payment obligations on Petrobras’ operations that may affect its results of operations.

Petrobras does not own any of the crude oil and natural gas reserves in Brazil.

A guaranteed source of crude oil and natural gas reserves is essential to an oil and gas company’s
sustained production and generation of income. As a result, many oil and gas companies own crude Oi
and natural gas reserves. Under Brazilian law, the Brazilian government owns all crude oil and natural
gas reserves in Brazil. Petrobras possess the exclusive right to develop its reserves pursuant to
concession agreements awarded to us by the Brazilian government, but if the Brazilian government
were to restrict or prevent us from exploiting these crude oil and natural gas reserves, Petrobras’ ability
to generate income would be adversely affected.

The Brazilian government is no longer contingently liable for Petrobras’ liabilities in the event
of its insolvency.
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On March 1, 2002, an amended Brazilian corporate law became effective. Among other changes, the
amended law provides for the termination of the contingent liability of the Brazilian government for the
liabilities and obligations of mixed capital companies, such as us and, as a consequence, for the
termination of mixed capital companies’ immunity from bankruptcy legal proceedings. Accordingly, the
Brazilian government will not be contingently liable, as it was in the past, for any of Petrobras’
obligations incurred after the enactment of this law, including any obligations under the notes.
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Risks Relating to Brazil

The Brazilian government’s actions to maintain economic stability, as well as public
speculation about possible future actions, may contribute significantly to economic uncertainty
in Brazil and to heightened volatility in the Brazilian securities markets.

Petrobras’ principal market is Brazil, which has periodically experienced extremely high rates of
inflation. Inflation, along with recent governmental measures to combat inflation and public speculation
about possible future measures, has had significant negative effects on the Brazilian economy. The
annual rates of inflation, as measured by the National Consumer Price Index (indice Nacional de
Precos ao Consumidor), have decreased from 2,489.1% in 1993 to 929.3% in 1994, to 8.4% in 1999
and to 5.3% in 2000. The same index increased to 9.4% during 2001, to 14.7% in 2002 and to 7.9% in
the first five months of 2003.

Brazil may experience high levels of inflation in the future. The lower levels of inflation experienced
since 1994 may not continue. Future governmental actions, including actions to adjust the value of the
Real, could trigger increases in inflation.

Over the last three fiscal years, approximately 86% of Petrobras’ revenues has been denominated in
Reais, although prices for crude oil and oil products have been based on international prices. A
substantial portion of Petrobras’ indebtedness and some of its operating expenses and capital
expenditures are, and are expected to continue to be, denominated in or indexed to the U.S. Dollar
and other foreign currencies. In addition, during the year ended December 31, 2002, Petrobras
imported approximately U.S.$5.2 billion of crude oil and oil products, the prices of which were all
denominated in U.S. Dollars.

As a result of inflationary pressures, the Real and its predecessor currencies have been devalued
periodically during the last four decades. Through this period, the Brazilian government has
implemented various economic plans and utilized a number of exchange rate policies, including
sudden devaluations, periodic mini-devaluations during which the frequency of adjustments has
ranged from daily to monthly, floating exchange rate systems, exchange controls and dual exchange
rate markets. From time to time, there have been significant fluctuations in the exchange rates
between the Real and the U.S. Dollar and other currencies. For example, the Real declined in value
against the U.S. Dollar by 9.3% in 2000, 18.7% in 2001 and 52.3% in 2002.

Devaluation of the Real relative to the U.S. Dollar could create additional inflationary pressures in
Brazil by generally increasing the price of imported products and requiring recessionary governmental
policies to curb aggregate demand. On the other hand, appreciation of the Real against the U.S. Dollar
may lead to a deterioration of the country’s current account and the balance of payments, as well as
dampen export-driven growth. The potential impact of the floating exchange rate and of measures by
the Brazilian government aimed at stabilizing the Real is uncertain. In addition, a substantial increase
in inflation may weaken investor confidence in Brazil. Future devaluation of the Real could have a
material adverse effect on Petrobras’ financial condition.

The current crisis in Argentina could adversely affect the Brazilian economy, adversely
affecting Petrobras’ ability to finance its operations and its investments in Argentina.
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In the past, the Brazilian economy and the securities of Brazilian companies have been, to varying
degrees, influenced by economic and market conditions in other emerging market countries,
particularly in Latin America, as well as by investors’ responses to those conditions.

Any further deterioration of the Argentine economy and further devaluation of the Argentine Peso coulc
adversely affect the Brazilian economy, as Argentina is one of Brazil’s principal trading partners,
accounting for 26% of Brazil's exports in 2002. Adverse developments in the Brazilian economy could,
in turn, negatively impact Petrobras’ business and results of operations.

S-29

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (56 of 219)7/2/03 6:00:03 AM



Prospectus Supplement

Risks Relating to the Notes and the Standby Purchase Agreement

The absence of an existing public market for these notes may affect the ability of noteholders
to sell these notes in the future and may affect the price they would receive if such sale were to
occur.

The notes are new securities for which there is currently no existing public market, and there is no
assurance that one will develop. The liquidity of and trading market for the notes also may be
adversely affected by a general decline in the market for similar securities. Such a decline may
adversely affect Petrobras’ liquidity and trading markets independent of Petrobras’ prospects or
financial performance.

Petrobras may not be able to pay its obligations under the standby purchase agreement in
Dollars.

In the past, the Brazilian economy has experienced balance of payment deficits and shortages in
foreign exchange reserves, and the government has responded by restricting the ability of Brazilian or
foreign persons or entities to convert Reais into foreign currencies generally, and U.S. Dollars in
particular. The government may institute a restrictive exchange control policy in the future. Any
restrictive exchange control policy could prevent or restrict Petrobras’ access to U.S. Dollars to meet
its U.S. Dollar obligations, including under the standby purchase agreement.

The notes will not require approval by or registration with the Central Bank, since the proceeds of the
notes will be paid to PIFCo and will not be entering Brazil in connection with the issuance. Payment
under the notes by PIFCo will by made from outside Brazil. Payments by Petrobras to PIFCo for the
import of oil, the expected source of PIFCo’s cash resources to pay its obligations under the notes, will
not require approval by or registration with the Central Bank. There may be other regulatory
requirements that Petrobras will need to comply with in order to make funds available to PIFCo. If
Petrobras is required to make payments under the standby purchase agreements, specific Central
Bank approval will be required. Any specific approval from the Central Bank may only be requested
when such payment is to be remitted abroad by Petrobras, and will be granted by the Central Bank on
a case-by-case basis. It is not certain that any such approvals will be obtainable at a future date. In the
event that no approvals are obtained or obtainable for Petrobras’ payment of amounts owed under the
notes, the indenture and the standby purchase agreement through remittances from Brazil, Petrobras
may lawfully pay the amounts due under the notes in Brazilian currency through international transfer
of Reais. However, no assurance can be given that this financial mechanism for transfer of Reais will
be available in the future.

In the event that no approvals are obtained or obtainable for Petrobras’ payment of amounts owed by
PIFCo through remittances from Brazil, Petrobras may lawfully pay the amounts due under the notes ir
Brazilian currency through international transfer of Reais. Through the international transfer of Reais
mechanism, payments made in Brazilian currency by Petrobras will be deposited in non-resident
accounts held by foreign financial institutions, which would then purchase U.S. Dollars through the
floating market for foreign exchange and remit U.S. Dollars to the relevant agent for payment of the
notes. No assurance can be given that the international transfer of Reais or the floating market will
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remain legally or commercially available to Brazilian residents.

Restrictions on the movement of capital out of Brazil may impair your ability to receive
payments on the standby purchase agreement.

The Brazilian government may impose restrictions on the conversion of Brazilian currency into foreign
currencies and on the remittance to foreign investors of proceeds from their investments in Brazil.
Brazilian law permits the government to impose these restrictions whenever there is a serious
imbalance in Brazil's balance of payments or there are reasons to foresee a serious imbalance.
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The Brazilian government imposed remittance restrictions for approximately six months in 1990.
Similar restrictions, if imposed, would impair or prevent the conversion of payments on the standby
purchase agreement from Reais into U.S. Dollars and the remittance of the U.S. Dollars abroad.
Petrobras cannot assure you that the Brazilian government will not take similar measures in the future.

Judgments of Brazilian courts enforcing Petrobras’ obligations under the standby purchase
agreement would be payable only in Reais.

If proceedings were brought in Brazil seeking to enforce Petrobras’ obligations under the standby
purchase agreement, Petrobras would not be required to discharge its obligations in a currency other
than Reais. Under the Brazilian exchange control limitations, an obligation to pay amounts
denominated in a currency other than Reais, which is payable in Brazil, may be satisfied in Reais at
the rate of exchange, as determined by the Central Bank, in effect on the date of payment.

Enforcement of Petrobras’ obligations under the standby purchase agreement might take
longer than expected.

Petrobras will enter into the standby purchase agreement described herein in support of PIFCo’s
obligation under the notes and the indenture. Petrobras’ obligation to purchase from the noteholders
any unpaid amounts of principal, interest and other amounts due under the notes and the indenture
applies, subject to the limitations described below under “Description of the Standby Purchase
Agreement—Purchase Obligations,” irrespective of whether any such amounts are due at maturity of
the notes or otherwise.

Petrobras has been advised by its counsel that the enforcement of the standby purchase agreement in
Brazil against Petrobras, if necessary, will occur under a form of judicial process that, while similar, has
certain procedural differences from those applicable to enforcement of a guarantee and, as a result,
the enforcement of the standby purchase agreement may take longer than would otherwise be the
case with a guarantee.

A finding that Petrobras is subject to U.S. bankruptcy laws and that the standby purchase
agreement executed by Petrobras was a fraudulent conveyance could result in noteholders
losing their legal claim against Petrobras.

PIFCo’s obligation to make payments on the notes is supported by Petrobras’ obligation under the
standby purchase agreement to make payments on PIFCo’s behalf. Petrobras has been advised by its
external U.S. counsel that the standby purchase agreement is valid and enforceable in accordance
with the laws of the State of New York and the United States. In addition, Petrobras has been advised
by its general counsel, Mr. Nilton de Almeida Maia, that the laws of Brazil do not prevent the standby
purchase agreement from being valid, binding and enforceable against Petrobras in accordance with
its terms. In the event that U.S. federal fraudulent conveyance or similar laws are applied to the
standby purchase agreement, and Petrobras, at the time it entered into the standby purchase
agreement:

» was or is insolvent or rendered insolvent by reason of its entry into the standby purchase
agreement;
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» was or is engaged in business or transactions for which the assets remaining with Petrobras
constituted unreasonably small capital; or

* intended or intend to incur, or believed or believe that Petrobras would incur, debts beyond its
ability to pay such debts as they mature; and

* in each case, received or receive less than reasonably equivalent value or fair consideration
therefor,

S-31

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (60 of 219)7/2/03 6:00:03 AM



Prospectus Supplement

then Petrobras’ obligations under the standby purchase agreement could be avoided, or claims in
respect of the standby purchase agreement could be subordinated to the claims of other creditors.
Among other things, a legal challenge to the standby purchase agreement on fraudulent conveyance
grounds may focus on the benefits, if any, realized by Petrobras as a result of PIFCo’s issuance of
these notes. To the extent that the standby purchase agreement is held to be a fraudulent conveyance
or unenforceable for any other reason, the holders of the notes would not have a claim against
Petrobras under the standby purchase agreement and will solely have a claim against PIFCo. PIFCo
cannot assure prospective investors that, after providing for all prior claims, there will be sufficient

assets to satisfy the claims of the noteholders relating to any avoided portion of the standby purchase
agreement.
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USE OF PROCEEDS

PIFCo intends to use the net proceeds of the issuance of the notes after deduction of commissions for
general corporate purposes, which will include the financing of the purchase of oil product imports and
may include the repayment of existing trade-related debt. PIFCo has not, however, identified specific
issues of trade-related debt that will be retired in the short term. PIFCo may temporarily invest funds
that it does not need immediately for these purposes in marketable securities, and may lend a part of
the net proceeds of the issuance of the notes to Petrobras, which Petrobras would use for general
corporate purposes.

RATIO OF EARNINGS TO FIXED CHARGES
PIFCo

The following table contains the consolidated ratios of earnings to fixed charges of PIFCo for the
periods indicated:

Three Months

Year Ended December 31, Ended March 31
1998 1999 2000 2001 2002 2002 200¢
Ratio of earnings to fixed charges 1.02 114 129 0.89 0.77 0.59 1.0

For purposes of computing the ratio of earnings to fixed charges, earnings are divided by fixed
charges. Earnings represent the sum of income from continuing operations before income taxes and
minority interests for PIFCo and its consolidated subsidiaries plus fixed charges, minus interest
capitalized, plus amortization of interest capitalized. Fixed charges represent interest accrued on
indebtedness of PIFCo and its consolidated subsidiaries, including interest capitalized, plus one-third
of rents, the proportion deemed representative of the interest factor.

Petrobras

The following table contains the consolidated ratios of earnings to fixed charges of Petrobras for the
periods indicated:

Three Months

Year Ended December 31, Ended March 31,
1998 1999 2000 2001 2002 2002 2003
Ratio of earnings to fixed charges 0.38 157 497 417 3.49 5.07 10.5

For purposes of computing the ratio of earnings to fixed charges, earnings are divided by fixed
charges. Earnings represent the sum of income from continuing operations before income taxes and
minority interests for Petrobras and its consolidated subsidiaries plus fixed charges, minus interest
capitalized, plus amortization of interest capitalized. Fixed charges represent interest accrued on
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indebtedness of Petrobras and its consolidated subsidiaries, including interest capitalized, plus one-
third of rents, the proportion deemed representative of the interest factor.
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CAPITALIZATION

PIFCo

The following table sets out the consolidated short-term debt and capitalization of PIFCo as of March
31, 2003 and as adjusted to give effect to the issue of the notes. There have been no material changes
in the consolidated capitalization of PIFCo since March 31, 2003. This table should be read in
conjunction with the unaudited PIFCo financial statements included in the PIFCo Report on Form 6-K
that was furnished to the SEC on June 19, 2003 and is incorporated by reference into this prospectus
supplement.

1)

As of March 31, 2003

Actual

As Adjusted for
the Offering

(in thousands of U.S. Dollars)

Short-term debt:

Short-term debt $ 333,962
Current portion of long-term debt 103,600
Intercompany loans 3,309,776
Total short-term obligations 3,747,338

Long-term debt:

Long-term debt 3,545,116

Total long-term debt 3,545,116
Shareholder’s equity

Capital stock() 50

Additional paid in capital 159,135

Retained earnings. (68,249)

Total shareholder’s equity 90,936
Total capitalization $7,383,390
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Petrobras

The following table sets out the consolidated short-term debt and capitalization of Petrobras as of
March 31, 2003 and as adjusted to give effect to the issue of the notes and Petrobras’ obligations in
respect thereof under the standby purchase agreement. Petrobras did not consolidate Perez Companc
S.A. at December 31, 2002, and accordingly the table does not include the debt of Perez Companc S.
A., which totaled approximately U.S.$2.2 billion at December 31, 2002, that will be added to Petrobras’
consolidated capitalization when Petrobras consolidates Perez Companc S.A. There have been no
material changes in the consolidated capitalization of Petrobras since March 31, 2003. This table
should be read in conjunction with the unaudited financial statements included in the Petrobras Report
on Form 6-K that was furnished to the SEC on June 11, 2003 and is incorporated by reference into this
prospectus supplement.

As of March 31, 2003

As Adjusted fc
Actual the Offering

(in millions of U.S. Dollars)
Short-term debt:

Short-term debt $ 810 $ 81
Current portion of long-term debt 722 72
Current portion of project financings 418 41
Capital lease obligations 350 35
Total short-term obligations 2,300 2,30
Long-term debt:
Foreign currency denominated 6,188 6,68
Local currency denominated 1,142 1,14
Total long-term debt 7,330 7,83
Project financings 3,918 3,91
Capital lease obligations 1,761 1,76
Stockholders’ equity(1)(@) 11,712 11,71
Total capitalization $27,021 $ 27,52

(1) Comprising (a) 634,168,418 shares of common stock and (b) 461,802,497 shares of preferred stock, in each case
with no par value and in each case which have been authorized and issued.

(2) Stockholders’ equity includes a loss in the amount of U.S.$1,434 million related to “Amounts not recognized as net
periodic pension cost.” This item would decrease if the discount rate assumption for determining the expense and
liability related to Petrobras’ pension plan were to be increased. See “Analysis of Financial Condition and Results of
Operations—Pension Plan” in the Petrobras Report on Form 20-F, filed with the SEC on June 19, 2003.
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DESCRIPTION OF THE NOTES

The following description of the terms of the notes supplements and modifies the description of the
general terms and provisions of debt securities and the indenture set forth in the accompanying
prospectus, which you should read in conjunction with this prospectus supplement. In addition, we
urge you to read the indenture and the second supplemental indenture, because they, and not this
description, will define your rights as holders of these notes. If the description of the terms of the notes
in this summary differs in any way from that in the accompanying prospectus, you should rely on this
summary. You may obtain copies of the indenture and the second supplemental indenture upon
request to the trustee or with the SEC at the addresses set forth under “Where You Can Find More
Information.”

Second Supplemental Indenture

PIFCo will issue the notes under an indenture dated as of July 19, 2002 between PIFCo and
JPMorgan Chase Bank, as trustee, as supplemented by a second supplemental indenture among
PIFCo, Petrobras and the trustee dated as of the closing date, which provides the specific terms of the
notes offered by this prospectus supplement, including granting noteholders rights against Petrobras
under the standby purchase agreement. Whenever we refer to the indenture in this prospectus
supplement, we are referring to the indenture as supplemented by the second supplemental indenture.

General

The notes will be general, senior, unsecured and unsubordinated obligations of PIFCo having the
following basic terms:

* The title of the notes will be the 9.125% Global Notes due 2013;

* The notes will:
— be issued in an aggregate principal amount of U.S.$500,000,000;
— mature on July 2, 2013;

— bear interest at a rate of 9.125% per annum from the closing date until July 2, 2013, until all
required amounts due in respect of the notes have been paid;

— be issued in global registered form and in denominations that are even multiples of U.S.
$1,000; and

— have the benefit of the standby purchase agreement described below under “Description of
the Standby Purchase Agreement.”
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* Interest on the notes will be paid semiannually on January 2 and July 2 of each year (each of
which we refer to as an “interest payment date”), commencing on January 2, 2004, and the
regular record date for any interest payment date will be the tenth business day preceding that
date; and

* In the case of amounts not paid by PIFCo under the indenture and the notes, interest will
continue to accrue on such amounts at a default rate equal to 1% in excess of the interest rate
on the notes, from and including the date when such amounts were due and owing and
through and including the date of payment of such amounts by PIFCo or Petrobras.
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Place of Payment

PIFCo will pay interest, principal, additional amounts and any other money due on the notes at the
corporate trust office of the trustee in New York City (which is currently located at 4 New York Plaza,
15th Floor, New York, New York 10004, Attention: Institutional Trust Services) or such other paying
agent office in the United States as PIFCo appoints. You must make arrangements to have your
payments picked up at or wired from that office. PIFCo may also choose to pay interest by mailing
checks. Interest on global notes will be paid to the holder thereof by wire transfer of same-day funds.

Optional Redemption

The notes are not redeemable prior to the stated maturity at PIFCo’s option except in the
circumstances described under “Description of Debt Securities—Optional Tax Redemption” in the
accompanying prospectus.

Depositary with Respect to Global Securities

The notes will be issued in global registered form with The Depository Trust Company as depositary.
For further information in this regard, see “Clearance and Settlement.”

Events of Default
The following events will be events of default with respect to the notes:

» PIFCo does not pay the principal or any premium on the notes within three calendar days of its
due date and the trustee has not received such amounts from Petrobras under the standby
purchase agreement by the end of that three-day period.

» PIFCo does not pay interest, including any additional amounts, on the notes within 30 calenda
days of their due date and the trustee has not received such amounts from Petrobras under
the standby purchase agreement by the end of that thirty-day period.

* Any representation or warranty made by Petrobras relating to the enforceability and validity of
the notes, indenture or standby purchase agreement was untrue when made and there would
be a material adverse effect on the holders of the notes.

» PIFCo or Petrobras remains in breach of any covenant or any other term of the notes,
indenture or standby purchase agreement (other than any failure to make any payment under
the standby purchase agreement, for which there is no cure) for 60 calendar days (inclusive of
any cure period contained in any such covenant or other term for compliance thereunder) after
receiving a notice of default stating that it is in breach. The notice must be sent by either the
trustee or holders of 25% of the principal amount of the notes.

» If the total aggregate principal amount of all of the indebtedness of PIFCo or Petrobras or
indebtedness of a material subsidiary which meets one of the following conditions equals or
exceeds U.S.$100,000,000 (or its equivalent in another currency):
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— the maturity of any indebtedness of PIFCo or Petrobras or the material subsidiary is
accelerated in accordance with the terms of that indebtedness, it being understood that

prepayment or redemption by us or the material subsidiary of any indebtedness is not
acceleration for this purpose;
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— we fail or the material subsidiary fails to pay any indebtedness when due or, as the case
may be, beyond any applicable grace period specified in the relevant transaction document;
and

— we fail or the material subsidiary fails to pay when due any amount payable by us or the
material subsidiary under any guarantee for, or indemnity in respect of, the indebtedness of
any other person.

* One or more final and non-appealable judgments or final decrees is entered against us or a
material subsidiary involving in the aggregate a liability (not paid or fully covered by insurance)
of U.S.$100,000,000 (or its equivalent in another currency) or more, and all such judgments or
decrees have not been vacated, discharged or stayed within 120 calendar days after rendering
of that judgment.

* We stop paying or we admit that we are generally unable to pay our debts as they become
due, we are adjudicated or found bankrupt or insolvent or we are ordered by a court or pass a
resolution to dissolve (or a similar event occurs with respect to a material subsidiary).

*  We commence or a material subsidiary commences voluntarily proceedings under any
applicable liquidation, insolvency, composition, reorganization or any other similar laws, or we
file or a material subsidiary files an application for the appointment of an administrative or
other receiver, manager or administrator, or any such or other similar official, in relation to us
or a material subsidiary or any events occur or action is taken that has effects similar to those
events or actions described in this paragraph.

* We enter or a material subsidiary enters into any composition or other similar arrangement
with our or a material subsidiary’s creditors (such as a concordata, which is a type of
liquidation agreement), or proceedings are initiated against us or any material subsidiary unde
applicable bankruptcy, insolvency or intervention law or law with similar effect and is not
discharged or removed within 90 calendar days, or a receiver, administrator or similar person
is appointed in relation to, or a distress, execution, attachment, sequestration or other process
is levied, enforced upon, sued out or put in force against, the whole or a substantial part of our
or a material subsidiary’s undertakings or assets and is not discharged or removed within 90
calendar days or any events occur or action is taken that has effects similar to those events or
actions described in this paragraph.
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» Any action, condition or thing (including the obtaining or effecting of any necessary consent,
approval, authorization, exemption, filing, license, order, recording or registration) at any time
required to be taken, fulfilled or done in order (i) to enable PIFCo and Petrobras lawfully to
enter into, exercise their rights and perform and comply with their obligations under the notes,
the indenture or the standby purchase agreement, (ii) to ensure that those obligations are
legally binding and enforceable or (iii) to make such documents admissible in evidence in the
Courts of Brazil and the Cayman Islands that is not taken, fulfilled or done within ten calendar
days after notice has been given to PIFCo or Petrobras, as applicable, by the trustee or once
any authorization or consent has been given, is removed, withdrawn, modified, withheld or
otherwise fails to remain valid and subsisting in full force and effect.

* Any of the indenture, the notes or the standby purchase agreement, or any part of those
documents, ceases to be in full force and effect or binding and enforceable against PIFCo or
Petrobras, it becomes unlawful for PIFCo or Petrobras to perform any material obligation.

» under any of the foregoing documents to which it is a party, or PIFCo or Petrobras contests
the enforceability of any of the foregoing documents or denies that it has liability under any of
the foregoing documents to which it is a party.

» Petrobras fails to retain at least 51% direct or indirect ownership of the outstanding voting and
economic interests (equity or otherwise) of and in PIFCo.
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For purposes of the events of default:

* ‘“indebtedness” means any obligation (whether present or future, actual or contingent and
including any guarantee) for the payment or repayment of money which has been borrowed or
raised (including money raised by acceptances and all leases which, under generally acceptec
accounting principles in the United States, would be a capital lease obligation); and

* “material subsidiary” means a subsidiary of PIFCo or Petrobras which on any given date of
determination accounts for more than 7.5% of Petrobras’ total consolidated assets (as set fortt
on Petrobras’ most recent balance sheet prepared in accordance with U.S. GAAP).

Covenants
PIFCo will be subject to the following covenants with respect to the notes:
Payment of Principal and Interest

PIFCo will duly and punctually pay the principal of and any premium and interest and other amounts
(including any additional amounts in the event withholding and other taxes are imposed in Brazil or the
Cayman Islands) on the notes in accordance with the notes and the indenture.

Performance Under the Indenture

PIFCo will duly and punctually perform, comply with and observe all obligations and agreements to be
performed by it under the terms of the indenture and the notes.

Maintenance of Corporate Existence

PIFCo will, and will cause each of its subsidiaries to, maintain their corporate existence and take all
reasonable actions to maintain all rights, privileges and the like necessary or desirable in the normal
conduct of business, activities or operations, unless PIFCo’s board of directors determines that
preserving PIFCo’s or a subsidiary’s corporate existence is no longer desirable in the conduct of
PIFCo’s or its subsidiaries’ business and is not disadvantageous in any material respect to
noteholders.

Maintenance of Properties

PIFCo will, and will cause each of its subsidiaries to, maintain and keep in good condition, repair and
working order (normal wear and tear excepted) all properties used or useful in the conduct of PIFCo’s
or its subsidiaries’ businesses and will cause, and will cause each of its subsidiaries to cause, to be
made all necessary repairs, renewals, replacements and improvements to the property, all as in
PIFCo’s judgment is necessary to conduct the business carried on in connection with the property, but
PIFCo will not be required to maintain or cause any subsidiary to maintain any of those properties if the
failure to maintain such properties does not, and will not, have a material adverse effect on PIFCo and
its subsidiaries taken as a whole or the rights of the noteholders.

Compliance with Laws
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PIFCo will comply, and will cause each of its subsidiaries to comply, at all times in all material respects
with all applicable laws, rules, regulations, orders, and directives of any governmental authority having
jurisdiction over it or its subsidiaries, its business or those of its subsidiaries or any of the transactions
contemplated in the indenture, except where the failure to comply would not have a material adverse
effect on PIFCo and its subsidiaries taken as a whole or the rights of the noteholders.
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Maintenance of Government Approvals

PIFCo will, and will cause each of its subsidiaries to, duly obtain and maintain in full force and effect all
approvals, consents or licenses of any governmental authority which are necessary under the laws of
Brazil, the Cayman Islands or any other jurisdiction having jurisdiction over PIFCo or its business or
PIFCo’s subsidiaries and their businesses, or the transactions contemplated in the indenture in order
for PIFCo to conduct its business or for it to perform its obligations under the indenture or the notes or
the validity or enforceability of either such document except, in the case of such approval, consent or
license relating to the conduct of its business, where the failure to comply would not have a material
adverse effect on PIFCo and its subsidiaries taken as a whole or the rights of the noteholders.

Payments of Taxes and Other Claims

PIFCo will, and will cause each of its subsidiaries to, pay or discharge any present or future taxes or
other governmental charges (or interest on any of those) and all lawful claims for labor, materials and
supplies which, if unpaid, might by law become a lien upon the property of PIFCo or a subsidiary, but
PIFCo will not be required to pay or discharge or cause to be paid or discharged any such charge or
claim whose amount, applicability or validity is being contested in good faith and, if appropriate, by
appropriate legal proceedings or where the failure to do so would not have a material adverse effect or
PIFCo and its subsidiaries taken as a whole or the rights of the noteholders.

Maintenance of Insurance

PIFCo will, and will cause each of its subsidiaries to, maintain insurance with insurance companies tha
PIFCo reasonably believes to be financially sound in the amounts and covering the risks that are
usually carried by companies engaged in similar businesses and owning or operating properties or
facilities similar to PIFCo’s or those of its subsidiaries, in the same general locations in which PIFCo or
its subsidiaries owns or operates properties or facilities, except when the failure to do so would not
have a material adverse effect on PIFCo and its subsidiaries taken as a whole or the rights of the
noteholders.

Maintenance of Books and Records

PIFCo will, and will cause each of its subsidiaries to, maintain books, accounts and records in
accordance with U.S. GAAP.

Maintenance of Office or Agency

So long as notes are outstanding, PIFCo will maintain in the Borough of Manhattan, the City of New
York, an office or agency where notices to and demands upon it in respect of the indenture and the
notes may be served. Initially, this office will be located at 570 Lexington Avenue, New York, New York
10022-6837. PIFCo will not change the designation of the office without prior notice to the trustee and
designating a replacement office in the same general location.

Ranking

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (74 of 219)7/2/03 6:00:04 AM



Prospectus Supplement

PIFCo will ensure that the notes will at all times constitute its general senior, unsecured and
unsubordinated obligations and will rank pari passu, without any preferences among themselves, with
all of its other present and future unsecured and unsubordinated obligations (other than obligations

preferred by statute or by operation of law).
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Use of Proceeds

PIFCo will use the proceeds from the offer and sale of the notes after the deduction of any
commissions principally for general corporate purposes, including the financing of the purchase of oll
product imports and the repayment of existing trade-related debt and inter-company loans.

Statement by Officers as to Default and Notices of Events of Default

PIFCo (and each other obligor on the notes) will deliver to the trustee, within 90 calendar days after the
end of its fiscal year, an officer’s certificate, stating whether or not to the best knowledge of its signers
PIFCo is in default on any of the terms, provisions and conditions of the indenture or the notes (without
regard to any period of grace or requirement of notice provided under the indenture) and, if PIFCo (or
any obligor) are in default, specifying all the defaults and their nature and status of which the signers
may have knowledge. Within 10 calendar days (or promptly with respect to certain events of default
relating to PIFCo’s insolvency and in any event no later than 10 calendar days) after PIFCo becomes
aware or should reasonably become aware of the occurrence of any default or event of default under
the indenture or the notes, it will notify the trustee of the occurrence of such default or event of default.

Provision of Financial Statements and Reports

In the event that PIFCo files any financial statements or reports with the SEC or publishes or otherwise
makes such statements or reports publicly available in Brazil, the United States or elsewhere, PIFCo
will furnish a copy of the statements or reports to the trustee within 15 calendar days of the date of
filing or the date the information is published or otherwise made publicly available.

PIFCo will provide, together with each of the financial statements delivered as described in the
preceding paragraph, an officer’s certificate stating(i) that a review of PIFCo’s activities has been made
during the period covered by such financial statements with a view to determining whether PIFCo has
kept, observed, performed and fulfilled its covenants and agreements under this indenture; and (ii) that
no event of default, or event which with the giving of notice or passage of time or both would become
an event of default, has occurred during that period or, if one or more have actually occurred,
specifying all those events and what actions have been taken and will be taken with respect to that
event of default or other event.

Delivery of these reports, information and documents to the trustee is for informational purposes only
and the trustee’s receipt of any of those will not constitute constructive notice of any information
contained in them or determinable from information contained in them, including PIFCo’s compliance
with any of its covenants under the indenture (as to which the trustee is entitled to rely exclusively on
officer’s certificates).

Further Actions

PIFCo will, at its own cost and expense, and will cause its subsidiaries to, at their own cost and
expense, take any action, satisfy any condition or take any action to be taken, fulfilled or done in order
to (i) enable it to lawfully enter into, exercise its rights and perform and comply with its obligations
under the notes and the indenture, (ii) to ensure that its obligations under the notes and the indenture
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are legally binding and enforceable, (iii) to make the notes and the indenture admissible in evidence in
the courts of the State of New York, Brazil or the Cayman Islands, (iv) enable the trustee to exercise
and enforce its rights under and carry out the terms of the notes and the indenture, (v) to take any and
all action necessary to preserve the enforceability of, and maintain the trustee’s rights under the notes
and the indenture, and (vi) assist the trustee in its performance of obligations under the notes and the
indenture but PIFCo will not be required to meet this requirement if it promptly (and in no event later
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than two business days after any request by the trustee) provides to the trustee a written opinion of
counsel reasonably acceptable to the trustee specifying that the failure to take an action or satisfy a
condition described above would not have an adverse effect on the rights of noteholders.

Appointment to Fill a Vacancy in Office of Trustee

PIFCo, whenever necessary to avoid or fill a vacancy in the office of trustee, will appoint a successor
trustee in the manner provided in the indenture so that there will at all times be a trustee with respect
to the notes.

Payments and Paying Agents

PIFCo will, prior to 3:00 p.m., New York City time, on the business day preceding any payment date of
the principal of or interest on the notes or other amounts (including additional amounts), deposit with
the trustee a sum sufficient to pay such principal, interest or other amounts (including additional
amounts) so becoming due.

Additional Amounts

Except as provided below, PIFCo will make all payments of amounts due under the notes and the
indenture through the paying agent for the note in the United States and each other document entered
into in connection with the notes and the indenture without withholding or deducting any present or
future taxes, levies, deductions or other governmental charges of any nature imposed by Brazil, the
Cayman Islands, or any political subdivision of such jurisdictions (the “taxing jurisdictions”). If PIFCo is
required by law to withhold or deduct any taxes, levies, deductions or other governmental charges,
PIFCo will pay the noteholders any additional amounts necessary to ensure that they receive the same
amount as they would have received without such withholding or deduction.

PIFCo will not, however, pay any additional amounts in connection with any tax, levy, deduction or
other governmental charge that is imposed due to any of the following (“excluded additional amounts™)

» the noteholder or trustee has a connection with the taxing jurisdiction other than merely
holding the notes or receiving principal or interest payments on the notes (such as citizenship,
nationality, residence, domicile, or existence of a business, a permanent establishment, a
dependent agent, a place of business or a place of management present or deemed present
within the taxing jurisdiction);

* any tax imposed on, or measured by, net income;
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» the noteholder or trustee fails to comply with any certification, identification or other reporting
requirements concerning its nationality, residence, identity or connection with the taxing
jurisdiction, if (xX) such compliance is required by applicable law, regulation, administrative
practice or treaty as a precondition to exemption from all or a part of the tax, levy, deduction or
other governmental charge, (y) the noteholder or trustee is able to comply with such
requirements without undue hardship and (z) at least 30 calendar days prior to the first
payment date with respect to which such requirements under the applicable law, regulation,
administrative practice or treaty will apply, PIFCo has notified all noteholders or the trustee
that they will be required to comply with such requirements;

» the noteholder or trustee fails to present (where presentation is required) its note within 30
calendar days after PIFCo has made available to the noteholder or trustee a payment under
the standby purchase agreement, provided that PIFCo will pay additional amounts which a
noteholder or trustee would have been entitled to had the note owned by such noteholder or
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trustee been presented on any day (including the last day) within such 30 calendar day period,;

e any estate, inheritance, gift, value added, use or sales taxes or any similar taxes, assessments
or other governmental charges; or

» where any additional amounts are imposed on a payment on the notes to an individual and are
required to be made pursuant to any European Union Directive on the taxation of savings
income relating to the proposal for a directive published by the European Commission on July
18, 2001 or otherwise implementing the conclusions of the ECOFIN Council meeting of
November 26-27, 2000 or any law implementing or complying with, or introduced in order to
conform to, such directive;

» where the noteholder could avoid any additional amounts by requesting that a payment on the
notes be made by, or presenting the relevant notes for payment to, another paying agent
located in a member state of the European Union; or

» where the noteholder or trustee would have been able to avoid the tax, levy, deduction or
other governmental charge by taking reasonable measures available to such noteholder or
trustee.

PIFCo will pay any stamp, administrative, excise or property taxes arising in a taxing jurisdiction in
connection with the notes and will indemnify the noteholders for any such stamp, administrative, excise
or property taxes paid by noteholders.

Negative Pledge

So long as any note remains outstanding, PIFCo will not create or permit any lien, other than a PIFCo
permitted lien, on any of its assets to secure (i) any of its indebtedness or (ii) the indebtedness of any
other person, unless PIFCo contemporaneously creates or permits such lien to secure equally and
ratably its obligations under the notes and the indenture or PIFCo provides such other security for the
notes as is duly approved by a resolution of the noteholders in accordance with the indenture. In
addition, PIFCo will not allow any of its subsidiaries to create or permit any lien, other than a PIFCo
permitted lien, on any of its assets to secure (i) any of its indebtedness, (ii) any of the subsidiary’s
indebtedness or (iii) the indebtedness of any other person, unless it contemporaneously creates or
permits the lien to secure equally and ratably its obligations under the notes and the indenture or
PIFCo provides such other security for the notes as is duly approved by a resolution of the noteholders
in accordance with the indenture.

This covenant is subject to a number of important exceptions, including an exception that permits
PIFCo to grant liens in respect to indebtedness the principal amount of which, in the aggregate,
together with all other liens not otherwise described in a specific exception, does not exceed 7.5% of
PIFCo’s consolidated total assets (as determined in accordance with U.S. GAAP) at any time as at
which PIFCo’s balance sheet is prepared and published in accordance with applicable law.

Transactions with Affiliates
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PIFCo will not, and will not permit any of its subsidiaries to, enter into or carry out (or agree to enter
into or carry out) any transaction or arrangement with any affiliate (which means any entity which
controls, is controlled by or under common control with PIFCo), except for any transaction or
arrangement entered into or carried out on terms no less favorable to PIFCo or the subsidiary than
those which could have been obtained on an arm’s-length basis with a person that is not an affiliate.
However, this requirement will not apply to transactions (i) between Petrobras and PIFCo or any of
PIFCo’s subsidiaries or (ii) except as otherwise permitted under clause (i), between or among PIFCo,
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Petrobras and any of their respective subsidiaries not involving any other person so long as
consummation of any transaction described in this clause (ii) will not have a material adverse effect on
PIFCo and its subsidiaries taken as a whole or have a material adverse effect on the rights of the
noteholders.

Limitation on Consolidation, Merger, Sale or Conveyance

PIFCo will not, in one or a series of transactions, consolidate or amalgamate with or merge into any
corporation or convey, lease or transfer substantially all of its properties, assets or revenues to any
person or entity (other than a direct or indirect subsidiary of Petrobras) or permit any person (other

than a direct or indirect subsidiary of PIFCo) to merge with or into it unless:

» either PIFCo is the continuing entity or the person (the “successor company”) formed by the
consolidation or into which PIFCo is merged or that acquired or leased the property or assets
of PIFCo will be a corporation organized and validly existing under the laws of the Cayman
Islands and will assume (jointly and severally with PIFCo unless PIFCo will have ceased to
exist as a result of that merger, consolidation or amalgamation), by a supplemental indenture
(the form and substance of which will be previously approved by the trustee), all of PIFCo’s
obligations under the indenture and the notes;

» the successor company (jointly and severally with PIFCo unless PIFCo will have ceased to
exist as part of the merger, consolidation or amalgamation) agrees to indemnify each
noteholder against any tax, assessment or governmental charge thereafter imposed on the
noteholder solely as a consequence of the consolidation, merger, conveyance, transfer or
lease with respect to the payment of principal of, or interest, the notes;

* immediately after giving effect to the transaction, no event of default, and no default has
occurred and is continuing;

* PIFCo has delivered to the trustee an officers’ certificate and an opinion of counsel, each
stating that the transaction and the supplemental indenture comply with the terms of the
indenture and that all conditions precedent provided for in the indenture and relating to the
transaction have been complied with; and

* PIFCo must deliver a notice describing that transaction to Moody'’s to the extent that Moody’s
Is at that time rating the notes.

Notwithstanding anything to the contrary in the foregoing, so long as no default or event of default
under the indenture or the notes will have occurred and be continuing at the time of the proposed
transaction or would result from the transaction:
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* PIFCo may merge, amalgamate or consolidate with or into, or convey, transfer, lease or
otherwise dispose of all or substantially all of its properties, assets or revenues to a direct or
indirect subsidiary of PIFCo or Petrobras in cases when PIFCo is the surviving entity in the
transaction and the transaction would not have a material adverse effect on PIFCo and its
subsidiaries taken as a whole, it being understood that if PIFCo is not the surviving entity,
PIFCo will be required to comply with the requirements set forth in the previous paragraph; or

* any direct or indirect subsidiary of PIFCo may merge or consolidate with or into, or convey,
transfer, lease or otherwise dispose of assets to, any person (other than PIFCo or any of its
subsidiaries or affiliates) in cases when the transaction would not have a material adverse
effect on PIFCo and its subsidiaries taken as a whole; or

» any direct or indirect subsidiary of PIFCo may merge or consolidate with or into, or convey,
transfer, lease or otherwise dispose of assets to, any other direct or indirect subsidiary of
PIFCo or Petrobras; or
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» any direct or indirect subsidiary of PIFCo may liquidate or dissolve if PIFCo determines in
good faith that the liquidation or dissolution is in the best interests of Petrobras, and would not
result in a material adverse effect on PIFCo and its subsidiaries taken as a whole and if the
liquidation or dissolution is part of a corporate reorganization of PIFCo or Petrobras.

PIFCo may omit to comply with any term, provision or condition set forth in certain covenants or any
term, provision or condition of the indenture, if before the time for the compliance the holders of at leas
a majority in principal amount of the outstanding notes waive the compliance, but no waiver can
operate except to the extent expressly waived, and, until a waiver becomes effective, PIFCo’s
obligations and the duties of the trustee in respect of any such term, provision or condition will remain
in full force and effect.

As used above, the following terms have the meanings set forth below:

“indebtedness” means any obligation (whether present or future, actual or contingent and including any
guarantee) for the payment or repayment of money which has been borrowed or raised (including
money raised by acceptances and all leases which, under generally accepted accounting principles in
the United States, would be a capital lease obligation).

A “guarantee” means an obligation of a person to pay the indebtedness of another person including,
without limitation:

* an obligation to pay or purchase such indebtedness;

» an obligation to lend money or to purchase or subscribe for shares or other securities or to
purchase assets or services in order to provide funds for the payment of such indebtedness;

» an indemnity against the consequences of a default in the payment of such indebtedness; or
» any other agreement to be responsible for such indebtedness.

A “lien” means any mortgage, pledge, lien, hypothecation, security interest or other charge or
encumbrance on any property or asset including, without limitation, any equivalent created or arising
under applicable law.

A “PIFCo permitted lien” means a:

(a) lien arising by operation of law, such as merchants’, maritime or other similar liens arising in
PIFCo’s ordinary course of business or that of any subsidiary or lien in respect of taxes,
assessments or other governmental charges that are not yet delinquent or that are being
contested in good faith by appropriate proceedings;

(b) lien arising from PIFCo’s obligations under performance bonds or surety bonds and appeal
bonds or similar obligations incurred in the ordinary course of business and consistent with
PIFCo’s past practice;
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(c) lien arising in the ordinary course of business in connection with indebtedness maturing not
more than one year after the date on which that indebtedness was originally incurred and which is
related to the financing of export, import or other trade transactions;

(d) lien granted upon or with respect to any assets hereafter acquired by PIFCo or any subsidiary
to secure the acquisition costs of those assets or to secure indebtedness incurred solely for the
purpose of financing the acquisition of those assets, including any lien existing at the time of the
acquisition of those assets, so long as the maximum amount so secured does not exceed the
aggregate acquisition costs of all such assets or the aggregate indebtedness incurred solely for
the acquisition of those assets;
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(e) lien granted in connection with indebtedness of a wholly-owned subsidiary owing to PIFCo or
another wholly-owned subsidiary;

() lien existing on any asset or on any stock of any subsidiary prior to the acquisition thereof by
PIFCo or any subsidiary the lien is not created in anticipation of that acquisition;

(9) lien existing as of the date of the indenture;
(h) lien resulting from the indenture or the standby purchase agreement, if any;

() lien incurred in connection with the issuance of debt or similar securities of a type comparable
to those already issued by PIFCo, on amounts of cash or cash equivalents on deposit in any
reserve or similar account to pay interest on those securities for a period of up to 24 months as
required by any rating agency as a condition to the rating agency rating those securities as
investment grade;

() lien granted or incurred to secure any extension, renewal, refinancing, refunding or exchange
(or successive extensions, renewals, refinancings, refundings or exchanges), in whole or in part,
of or for any indebtedness secured by lien referred to in paragraphs (a) through (i) above (but not
paragraph (c)), so long as the lien does not extend to any other property, the principal amount of
the indebtedness secured by the lien is not increased, and in the case of paragraphs (a), (b) and
(e), the obligees meet the requirements of the applicable paragraph; and

(k) lien in respect of indebtedness the principal amount of which in the aggregate, together with
all other liens not otherwise qualifying as PIFCo permitted liens pursuant to another part of this
definition of PIFCo permitted liens, does not exceed 7.5% of PIFCo’s consolidated total assets
(as determined in accordance with U.S. GAAP) at any date as at which PIFCo’s balance sheet is
prepared and published in accordance with applicable law.

A “wholly-owned subsidiary” means, with respect to any corporate entity, any person of which 100% of
the outstanding capital stock (other than qualifying shares, if any) having by its terms ordinary voting
power (not dependent on the happening of a contingency) to elect the board of directors (or equivalent
controlling governing body) of that person, is at the time owned or controlled directly or indirectly by
that corporate entity, by one or more wholly-owned subsidiaries of that corporate entity or by that
corporate entity and one or more wholly-owned subsidiaries.

Further Issuances

The indenture by its terms does not limit the aggregate principal amount of notes that may be issued
under it and permits the issuance, from time to time, of additional notes (also referred as add-on notes)
of the same series as is being offered under this prospectus supplement. The ability to issue add-on
notes is subject to several requirements, however, including that (i) no event of default under the
indenture or event that with the passage of time or other action may become an event of default (such
event being a “default”) will have occurred and then be continuing or will occur as a result of that
additional issuance and (ii) the add-on notes will rank pari passu and have equivalent terms and
benefits as the notes offered under this prospectus supplement. Any add-on notes will be part of the
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same series as the notes that PIFCo is currently offering and the noteholders will vote on all matters in
relation to the notes as a single series.

Covenant Defeasance

Any restrictive covenants of the indenture may be defeased as described in the accompanying
prospectus.
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Conversion
The notes will not be convertible into, or exchangeable for, any other securities.
Listing

PIFCo may apply for a listing of the notes on the Luxembourg Stock Exchange at some time after the
closing date, but there is no certainty that an application will be made or that the listing will be
approved by the Luxembourg Stock Exchange.

Rating

Notwithstanding the section titled “Additional Terms of the PIFCo Securities” in the accompanying
prospectus, the notes will not have an investment-grade rating from a nationally recognized statistical
rating organization upon initial issuance.

Currency Rate Indemnity

PIFCo has agreed that, if a judgment or order made by any court for the payment of any amount in
respect of any notes is expressed in a currency (the “judgment currency”) other than U.S. Dollars (the
“denomination currency”), PIFCo will indemnify the relevant noteholder against any deficiency arising
from any variation in rates of exchange between the date as of which the denomination currency is
notionally converted into the judgment currency for the purposes of the judgment or order and the date
of actual payment. This indemnity will constitute a separate and independent obligation from PIFCo’s
other obligations under the indenture, will give rise to a separate and independent cause of action, will
apply irrespective of any indulgence granted from time to time and will continue in full force and effect
notwithstanding any judgment or order for a liquidated sum or sums in respect of amounts due in
respect of the relevant note or under any judgment or order described above.

The Trustee and the Paying Agent

JPMorgan Chase Bank is the trustee under the indenture and has been appointed by PIFCo as
registrar and paying agent with respect to the notes. JPMorgan Chase Bank is a lender to PIFCo and
certain of PIFCo’s affiliates. PIFCo may have normal banking relationships with JPMorgan Chase Banl
in the ordinary course of business. The address of the trustee is 4 New York Plaza, 15th Floor, New
York, New York, 10004. PIFCo will at all times maintain a paying agent in New York City until the notes
are paid.
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CLEARANCE AND SETTLEMENT
Book-Entry Issuance

Except under the limited circumstances described below, all notes will be book-entry notes. This
means that the actual purchasers of the notes will not be entitled to have the notes registered in their
names and will not be entitled to receive physical delivery of the notes in definitive (paper) form.
Instead, upon issuance, all the notes will be represented by one or more fully registered global notes.

Each global note will be deposited with The Depository Trust Company (“DTC”), a securities
depositary, and will be registered in the name of DTC’s nominee. For background information
regarding DTC, see “—Depository Trust Company,” below. No global note representing book-entry
notes may be transferred except as a whole by DTC to a nominee of DTC, or by a nominee of DTC to
another nominee of DTC. Thus, DTC will be the only registered holder of the notes and will be
considered the sole representative of the beneficial owners of the notes for purposes of the indenture.
For an explanation of the situations in which a global note will terminate and interests in it will be
exchanged for physical certificates representing the notes, see “Legal Ownership—Global Securities”
in the accompanying prospectus.

The registration of the global notes in the name of DTC’s hominee will not affect beneficial ownership
and is performed merely to facilitate subsequent transfers. The book-entry system, which is also the
system through which most publicly traded common stock is held in the United State, is used because
it eliminates the need for physical movement of securities certificates. The laws of some jurisdictions,
however, may require some purchasers to take physical delivery of their notes in definitive form. These
laws may impair the ability of holders to transfer the notes.

In this prospectus supplement, unless and until definitive (paper) notes are issued to the beneficial
owners as described below, all references to “holders” of notes or “noteholders” shall mean DTC.
PIFCo, Petrobras, the trustee and any paying agent, transfer agent or registrar may treat DTC as the
absolute owner of the notes for all purposes.

Primary Distribution
Payment Procedures
Payment for the notes will be made on a delivery versus payment basis.
Clearance and Settlement Procedures

DTC participants that hold securities through DTC on behalf of investors will follow the settlement
practices applicable to United States corporate debt obligations in DTC’s Same-Day Funds Settlement
System. Securities will be credited to the securities custody accounts of these DTC participants agains
payment in the same-day funds, for payments in U.S. Dollars, on the settlement date.

Secondary Market Trading
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We understand that secondary market trading between DTC participants will occur in the ordinary way
in accordance with DTC'’s rules. Secondary market trading will be settled using procedures applicable
to United States corporate debt obligations in DTC’s Same-Day Funds Settlement System. If payment
is made in U.S. Dollars, settlement will be free of payment. If payment is made in other than U.S.

Dollars, separate payment arrangements outside of the DTC system must be made between the DTC
participants involved.
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The Depository Trust Company

The policies of DTC will govern payments, transfers, exchange and other matters relating to the
beneficial owner’s interest in notes held by that owner. We have no responsibility for any aspect of the
actions of DTC or any of their direct or indirect participants. We have no responsibility for any aspect of
the records kept by DTC or any of their direct or indirect participants. We also do not supervise DTC in
any way. DTC and their participants perform these clearance and settlement functions under
agreements they have made with one another or with their customers. Investors should be aware that
DTC and its participants are not obligated to perform these procedures and may modify them or
discontinue them at any time.

The description of the clearing systems in this section reflects our understanding of the rules and
procedures of DTC as they are currently in effect. DTC could change its rules and procedures at any
time.

DTC has advised us as follows:
« DTCis:
— a limited purpose trust company organized under the laws of the State of New York;
— a member of the Federal Reserve System;
— a “clearing corporation” within the meaning of the Uniform Commercial Code; and

— a “clearing agency” registered pursuant to the provisions of Section 17A of the Exchange
Act.

» DTC was created to hold securities for its participants and to facilitate the clearance and
settlement of securities transactions between participants through electronic book-entry
changes to accounts of its participants. This eliminates the need for physical movement of
certificates.

» Participants in DTC include securities brokers and dealers, banks, trust companies and
clearing corporations and may include certain other organizations. DTC is partially owned by
some of these participants or their representatives.

* Indirect access to the DTC system is also available to banks, brokers, dealer and trust
companies that have relationships with participants.

* The rules applicable to DTC and DTC participants are on file with the SEC.

S-49

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (91 of 219)7/2/03 6:00:04 AM



Prospectus Supplement

DESCRIPTION OF THE STANDBY PURCHASE AGREEMENT

The following summary describes the material provisions of the standby purchase agreement. This
summary does not purport to be complete and is subject to, and qualified in its entirety by reference to,
the provisions of the standby purchase agreement. For information on how you may obtain copies of
the standby purchase agreement, see “Where You Can Find More Information.”

General

In connection with the execution and delivery of the indenture and the notes offered by this prospectus
supplement, Petrobras will enter into a standby purchase agreement with the trustee for the benefit of
the noteholders. The standby purchase agreement will provide that, in the event of a nonpayment of
principal, interest and other amounts on the notes, Petrobras will be required to purchase the
noteholders’ rights to receive those payments on the terms and conditions described below. The
second supplemental indenture to the indenture provides that the standby purchase agreement will be
considered part of the indenture. As a result, the holders of the notes will have the benefit of the
standby purchase agreement. The standby purchase agreement is designed to function in a manner
similar to a guarantee and obligates Petrobras to make the payments discussed in this prospectus
supplement. The standby purchase agreement entails certain risks described in “Risk Factors—Risks
Relating to the Notes and the Standby Purchase Agreement.”

Ranking

The obligations of Petrobras under the standby purchase agreement constitute general unsecured
obligations of Petrobras which at all times will rank pari passu with all other senior unsecured
obligations of Petrobras that are not, by their terms, expressly subordinated in right of payment to the
obligations of Petrobras under the standby purchase agreement.

Purchase Obligations
Partial Purchase Payment

In the event that, prior to the maturity date of the notes, PIFCo fails to make any payment on the notes
on the date that payment is due under the terms of the notes and the indenture (which we refer to as
the “partial non-payment due date”), other than in the case of an acceleration of that payment in
accordance with the indenture:

» Petrobras will be obligated to pay immediately to the trustee, for the benefit of the noteholders
under the indenture, the amount that PIFCo was required to pay but failed to pay on that date
(which we refer to as the “partial non-payment amount”); and

» the trustee will provide notice to Petrobras of the failure of PIFCo to make that payment.

To the extent that Petrobras fails to pay the partial non-payment amount immediately when required,
Petrobras will be obligated to pay, in addition to that amount, interest on that amount at the default rate
from the partial non-payment due date to and including the actual date of payment by Petrobras. We
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refer to this interest as the “partial non-payment overdue interest” and, together with the partial non-
payment amount, as the “partial non-payment amount with interest.”
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Payment of the partial non-payment amount with interest will be in exchange for the purchase by
Petrobras of the rights of the noteholders to receive that amount from PIFCo. The noteholders will
have no right to retain those rights, and, following the purchase and sale described above, the notes
will remain outstanding with all amounts due in respect of the notes adjusted to reflect the purchase,
sale and payment described above. Upon any such payment, Petrobras will be subrogated to the
noteholders to the extent of any such payment.

The obligation of Petrobras to pay the partial non-payment amount with interest will be absolute and
unconditional upon failure of PIFCo to make, prior to the maturity date of the notes, any payment on
the notes on the date any such payment is due. All amounts payable by Petrobras under the standby
purchase agreement in respect of any partial non-payment amount with interest will be payable in U.S.
Dollars and in immediately available funds to the trustee. Petrobras will not be relieved of its
obligations under the standby purchase agreement unless and until the trustee indefeasibly receives
all amounts required to be paid by Petrobras under the standby purchase agreement (and any related
event of default under the indenture has been cured), including payment of the partial nonpayment
overdue interest as described in this prospectus supplement.

Total Purchase Payment

In the event that, at the maturity date of the notes (including upon any acceleration of the maturity date
in accordance with the terms of the indenture), PIFCo fails to make any payment on the notes on the
date that payment is due (which we refer to as the “total non-payment due date”),

» Petrobras will be obligated to pay immediately to the trustee, for the benefit of the noteholders
under the indenture, the amount that PIFCo was required to pay but failed to pay on that date
(which we refer to as the “total non-payment amount”); and

» The trustee will provide notice to Petrobras of the failure of PIFCo to make that payment.

To the extent that Petrobras fails to pay the total non-payment amount immediately when required,
Petrobras will be obligated to pay, in addition to that amount, interest on that amount at the default rate
from the total non-payment due date to and including the actual date of payment by Petrobras. We
refer to this interest as the “total non-payment overdue interest” and, together with the total non-
payment amount, as the “total non-payment amount with interest.”

Payment of the total non-payment amount with interest by Petrobras will be in exchange for the
purchase by Petrobras of the rights of the noteholders to receive that amount from PIFCo. The
noteholders will have no right to retain those rights, and, following the purchase and sale described
above, Petrobras will be subrogated to the noteholders to the extent of any such payment.

The obligation of Petrobras to pay the total non-payment amount with interest will be absolute and
unconditional upon failure of PIFCo to make, at the maturity date of the notes, or earlier upon any
acceleration thereof in accordance with the terms of the indenture, any payment in respect of principal,
interest or other amounts due under the indenture and the notes on the date any such payment is due.
All amounts payable by Petrobras under the standby purchase agreement in respect of any total
nonpayment amount with interest will be payable in U.S. Dollars and in immediately available funds to
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the trustee. Petrobras will not be relieved of its obligations under the standby purchase agreement
unless and until the trustee receives all amounts required to be paid by Petrobras under the standby

purchase agreement (and any related event of default under the indenture has been cured), including
payment of the total non-payment overdue interest.
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Covenants

For so long as any of the notes are outstanding and Petrobras has obligations under the standby
purchase agreement, Petrobras will, and will cause each of its subsidiaries to, comply with the terms o
the covenants set forth below:

Performance Obligations Under the Standby Purchase Agreement and Indenture

Petrobras will pay all amounts owed by it and comply with all its other obligations under the terms of
the standby purchase agreement and the indenture in accordance with the terms of those agreements.

Maintenance of Corporate Existence

Petrobras will, and will cause each of its subsidiaries to, maintain in effect its corporate existence and
all necessary registrations and take all actions to maintain all rights, privileges, titles to property,
franchises, concessions and the like necessary or desirable in the normal conduct of its business,
activities or operations. However, this covenant will not require Petrobras or any of its subsidiaries to
maintain any such right, privilege, title to property or franchise or require Petrobras to preserve the
corporate existence of any subsidiary, if the failure to do so does not, and will not, have a material
adverse effect on Petrobras and its subsidiaries taken as a whole or have a materially adverse effect
on the rights of the holders of the notes.

Maintenance of Properties

Petrobras will, and will cause each of its subsidiaries to, keep all its property used or useful in the
conduct of its business in good working order and condition. However, this covenant will not require
Petrobras to maintain any such property if the failure to do so does not, and will not, have a material
adverse effect on Petrobras and its subsidiaries taken as a whole or have a materially adverse effect
on the rights of the holders of the notes.

Compliance with Laws and Agreements

Petrobras will comply, and will cause its subsidiaries to comply, at all times in all material respects with
all applicable laws (including, without limitation, environmental laws), rules, regulations, orders and
directives of any government or governmental authority, agency or instrumentality having jurisdiction
over Petrobras and each of Petrobras’ subsidiaries, Petrobras’ business or any of the transactions
contemplated in the standby purchase agreement; and Petrobras will comply, and will cause its
subsidiaries to comply, with all covenants and other obligations contained in any agreements to which
they are a party, except in either case where the failure so to comply would not have a material
adverse effect on Petrobras and its subsidiaries taken as a whole or have a material adverse effect on
the rights of the holders of the notes.

Maintenance of Governmental Approvals
Petrobras will, and will cause its subsidiaries to, duly obtain and maintain in full force and effect all

governmental and third-party approvals, consents or licenses which are necessary under the laws of
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Brazil, the Cayman Islands or any other relevant jurisdiction, for it to perform its obligations under the
standby purchase agreement transactions contemplated therewith or for the validity or enforceability of
the standby purchase agreement.
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Payments of Taxes and Other Claims

Petrobras will, and will cause each of its subsidiaries to, pay or discharge or cause to be paid or
discharged, before the same becomes delinquent, (i) all taxes, assessments and governmental
charges levied or imposed upon Petrobras or that subsidiary, as the case may be, and (ii) all lawful
claims for labor, materials and supplies which, if unpaid, might by law become a lien upon the property
of Petrobras or such subsidiary, as the case may be. However, neither Petrobras nor any subsidiary
will be required to pay or discharge or cause to be paid or discharged any such tax, assessment,
charge or claim whose amount, applicability or validity is being contested in good faith and, if
appropriate, by appropriate legal proceedings or where the failure to do so would not have a material
adverse effect on Petrobras and its subsidiaries taken as a whole or have a material adverse effect on
the rights of holders of the notes.

Maintenance of Ownership of PIFCo

For so long as any notes are outstanding, Petrobras will retain no less than 51% direct or indirect
ownership of the outstanding voting and economic interests (equity or otherwise) of and in PIFCo.
Failure to maintain such ownership will constitute an “event of default” under the indenture.

Maintenance of Insurance

Petrobras will, and will cause each of its subsidiaries to, maintain insurance with insurance companies
that Petrobras reasonably believes to be financially sound in such amounts and covering such risks as
are usually carried by companies engaged in similar businesses and owning or operating properties or
facilities similar to those owned or operated by Petrobras or its subsidiaries, as the case may be, in the
same general areas in which Petrobras and its subsidiaries own or operate their properties or facilities,
except where the failure to do so would not have a material adverse effect on Petrobras and its
subsidiaries taken as a whole or have a material adverse effect on the rights of holders of the notes.

Maintenance of Books and Records

Petrobras will, and will cause each of its material subsidiaries to, maintain books, accounts and
records in accordance with U.S. GAAP (in the case of Petrobras and PIFCo) and in the case of its
subsidiaries, generally accepted accounting principles in the jurisdictions where each such person is
organized.

Maintenance of Office or Agency

So long as any of the notes are outstanding, Petrobras will maintain in the Borough of Manhattan, The
City of New York, an office or agency where notices to and demands upon Petrobras in respect of the
standby purchase agreement may be served. Initially this office will be located at Petrobras’ existing
principal U.S. office at 570 Lexington Avenue, 43rd Floor, New York, New York 10022-6837. Petrobras
will agree not to change the designation of their office without prior notice to the trustee and
designation of a replacement office in the same general location.

Ranking
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Petrobras will ensure at all times that its obligations under the standby purchase agreement will be its
general senior unsecured and unsubordinated obligations and will rank pari passu, without any
preferences among themselves, with all other present and future senior unsecured and
unsubordinated obligations of Petrobras (other than obligations preferred by statute or by operation of
law) that are not, by their terms, expressly subordinated in right of payment to the obligations of
Petrobras under the standby purchase agreement.
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Notice of Certain Events

Petrobras will give notice to the trustee, as soon as is practicable and in any event within ten calendar
days after Petrobras becomes aware, or should reasonably become aware, of the occurrence of any
event of default or a default under the indenture, accompanied by a certificate of Petrobras setting fortt
the details of that event of default or default and stating what action Petrobras proposes to take with
respect to it.

Limitation on Consolidation, Merger, Sale or Conveyance

Petrobras will not, in one or a series of transactions, consolidate or amalgamate with or merge into any
corporation or convey, lease or transfer substantially all of its properties, assets or revenues to any
person or entity (other than a direct or indirect subsidiary of Petrobras) or permit any person (other
than a direct or indirect subsidiary of Petrobras) to merge with or into it unless:

either Petrobras is the continuing entity or the person (the “successor company”) formed by
such consolidation or into which Petrobras is merged or that acquired or leased such property
or assets of Petrobras will be a corporation organized and validly existing under the laws of
Brazil and will assume (jointly and severally with Petrobras unless Petrobras will have ceased
to exist as a result of such merger, consolidation or amalgamation), by an amendment to the
standby purchase agreement (the form and substance of which will be previously approved by
the trustee), all of Petrobras’ obligations under the standby purchase agreement;

the successor company (jointly and severally with Petrobras unless Petrobras will have
ceased to exist as part of such merger, consolidation or amalgamation) agrees to indemnify
each noteholder against any tax, assessment or governmental charge thereafter imposed on
such noteholder solely as a consequence of such consolidation, merger, conveyance, transfer
or lease with respect to the payment of principal of, or interest on, the notes;

immediately after giving effect to the transaction, no event of default, and no default has
occurred and is continuing;

Petrobras has delivered to the trustee an officers’ certificate and an opinion of counsel, each
stating that the transaction and the amendment to the standby purchase agreement comply
with the terms of the standby purchase agreement and that all conditions precedent provided
for in the standby purchase agreement and relating to such transaction have been complied
with; and

Petrobras has delivered notice of any such transaction to Moody’s describing that transaction
to Moody’s to the extent that Moody'’s is at that time rating the notes.

Notwithstanding anything to the contrary in the foregoing, so long as no default or event of default
under the indenture or the notes has occurred and is continuing at the time of such proposed
transaction or would result from it:

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (100 of 219)7/2/03 6:00:04 AM



Prospectus Supplement

» Petrobras may merge, amalgamate or consolidate with or into, or convey, transfer, lease or
otherwise dispose of all or substantially all of its properties, assets or revenues to a direct or
indirect subsidiary of Petrobras in cases when Petrobras is the surviving entity in such
transaction and such transaction would not have a material adverse effect on Petrobras and its
subsidiaries taken as whole, it being understood that if Petrobras is not the surviving entity,
Petrobras will be required to comply with the requirements set forth in the previous paragraph;
or

» any direct or indirect subsidiary of Petrobras may merge or consolidate with or into, or convey,
transfer, lease or otherwise dispose of assets to, any person (other than Petrobras or any of
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its subsidiaries or affiliates) in cases when such transaction would not have a material adverse
effect on Petrobras and its subsidiaries taken as a whole; or

» any direct or indirect subsidiary of Petrobras may merge or consolidate with or into, or convey,
transfer, lease or otherwise dispose of assets to, any other direct or indirect subsidiary of
Petrobras; or

» any direct or indirect subsidiary of Petrobras may liquidate or dissolve if Petrobras determines
in good faith that such liquidation or dissolution is in the best interests of Petrobras, and would
not result in a material adverse effect on Petrobras and its subsidiaries taken as a whole and if
such liquidation or dissolution is part of a corporate reorganization of Petrobras.

Negative Pledge

So long as any note remains outstanding, Petrobras will not create or permit any lien, other than a
Petrobras permitted lien, on any of its assets to secure (i) any of its indebtedness or (ii) the
indebtedness of any other person, unless Petrobras contemporaneously creates or permits the lien to
secure equally and ratably its obligations under the standby purchase agreement or Petrobras
provides other security for its obligations under the standby purchase agreement as is duly approved
by a resolution of the noteholders in accordance with the indenture. In addition, Petrobras will not allow
any of its subsidiaries to create or permit any lien, other than a Petrobras permitted lien, on any of
Petrobras’ assets to secure (i) any of Petrobras’ indebtedness, (ii) any of its own indebtedness or

(i) the indebtedness of any other person, unless Petrobras contemporaneously creates or permits the
lien to secure equally and ratably Petrobras’ obligations under the standby purchase agreement or
Petrobras provides such other security for its obligations under the standby purchase agreement as is
duly approved by a resolution of the noteholders in accordance with the indenture.

As used the “Description of the Notes”, the following terms have the respective meanings set forth
below:

A “guarantee” means an obligation of a person to pay the indebtedness of another person including
without limitation:

* an obligation to pay or purchase such indebtedness;

* an obligation to lend money, to purchase or subscribe for shares or other securities or to
purchase assets or services in order to provide funds for the payment of such indebtedness;

* an indemnity against the consequences of a default in the payment of such indebtedness; or
» any other agreement to be responsible for such indebtedness.

“Indebtedness” means any obligation (whether present or future, actual or contingent and including,
without limitation, any guarantee) for the payment or repayment of money which has been borrowed or
raised (including money raised by acceptances and all leases which, under generally accepted
accounting principles in the country of incorporation of the relevant obligor, would constitute a capital
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lease obligation).

A “lien” means any mortgage, pledge, lien, hypothecation, security interest or other charge or
encumbrance on any property or asset including, without limitation, any equivalent created or arising
under applicable law.

A “project financing” of any project means the incurrence of indebtedness relating to the exploration,
development, expansion, renovation, upgrade or other modification or construction of such project
pursuant to which the providers of such indebtedness or any trustee or other intermediary on
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their behalf or beneficiaries designated by any such provider, trustee or other intermediary are granted
security over one or more qualifying assets relating to such project for repayment of principal, premium
and interest or any other amount in respect of such indebtedness.

A “qualifying asset” in relation to any project means:

any concession, authorization or other legal right granted by any governmental authority to
Petrobras or any of Petrobras’ subsidiaries, or any consortium or other venture in which
Petrobras or any subsidiary has any ownership or other similar interest;

any drilling or other rig, any drilling or production platform, pipeline, marine vessel, vehicle or
other equipment or any refinery, oil or gas field, processing plant, real property (whether
leased or owned), right of way or plant or other fixtures or equipment;

any revenues or claims which arise from the operation, failure to meet specifications, failure to
complete, exploitation, sale, loss or damage to, such concession, authorization or other legal
right or such drilling or other rig, drilling or production platform, pipeline, marine vessel, vehicle
or other equipment or refinery, oil or gas field, processing plant, real property, right of way,
plant or other fixtures or equipment or any contract or agreement relating to any of the
foregoing or the project financing of any of the foregoing (including insurance policies, credit
support arrangements and other similar contracts) or any rights under any performance bond,
letter of credit or similar instrument issued in connection therewith;

any oil, gas, petrochemical or other hydrocarbon-based products produced or processed by
such project, including any receivables or contract rights arising therefrom or relating thereto
and any such product (and such receivables or contract rights) produced or processed by
other projects, fields or assets to which the lenders providing the project financing required, as
a condition therefor, recourse as security in addition to that produced or processed by such
project; and

shares or other ownership interest in, and any subordinated debt rights owing to Petrobras by,
a special purpose company formed solely for the development of a project, and whose
principal assets and business are constituted by such project and whose liabilities solely relate
to such project.

A “Petrobras permitted lien” means a:

(a) lien granted in respect of indebtedness owed to the Brazilian government, Banco Nacional de
Desenvolvimento Econdmico e Social or any official government agency or department of Brazil
or of any state or region thereof;

(b) lien arising by operation of law, such as merchants’, maritime or other similar liens arising in
Petrobras’ ordinary course of business or that of any subsidiary or lien in respect of taxes,
assessments or other governmental charges that are not yet delinquent or that are being
contested in good faith by appropriate proceedings;

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (104 of 219)7/2/03 6:00:04 AM



Prospectus Supplement

(c) lien arising from Petrobras’ obligations under performance bonds or surety bonds and appeal
bonds or similar obligations incurred in the ordinary course of business and consistent with
Petrobras’ past practice;

(d) lien arising in the ordinary course of business in connection with indebtedness maturing not
more than one year after the date on which that indebtedness was originally incurred and which is
related to the financing of export, import or other trade transactions;

(e) lien granted upon or with respect to any assets hereafter acquired by Petrobras or any
subsidiary to secure the acquisition costs of those assets or to secure indebtedness incurred
solely for the purpose of financing the acquisition of those assets, including any lien existing at
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the time of the acquisition of those assets, so long as the maximum amount so secured will not
exceed the aggregate acquisition costs of all such assets or the aggregate indebtedness incurred
solely for the acquisition of those assets;

(f) lien granted in connection with the indebtedness of a wholly-owned subsidiary owing to
Petrobras or another wholly-owned subsidiary;

(g) lien existing on any asset or on any stock of any subsidiary prior to its acquisition by
Petrobras or any subsidiary so long as that lien is not created in anticipation of that acquisition;

(h) lien over any qualifying asset relating to a project financed by, and securing indebtedness
incurred in connection with, the project financing of that project by Petrobras, any of Petrobras’
subsidiaries or any consortium or other venture in which Petrobras or any subsidiary has any
ownership or other similar interest;

() lien existing as of the date of the indenture;
() lien resulting from the transaction documents;

(k) lien, incurred in connection with the issuance of debt or similar securities of a type
comparable to those already issued by PIFCo, on amounts of cash or cash equivalents on
deposit in any reserve or similar account to pay interest on such securities for a period of up to
24 months as required by any rating agency as a condition to such rating agency rating such
securities investment grade, or as is otherwise consistent with market conditions at such time, as
such conditions are satisfactorily demonstrated to the trustee;

() lien granted or incurred to secure any extension, renewal, refinancing, refunding or exchange
(or successive extensions, renewals, refinancings, refundings or exchanges), in whole or in part,
of or for any indebtedness secured by any lien referred to in paragraphs (a) through (k) above
(but not paragraph (d)), provided that such lien does not extend to any other property, the
principal amount of the indebtedness secured by the lien is not increased, and in the case of
paragraphs (a), (b), (c) and (f), the obligees meet the requirements of that paragraph, and in the
case of paragraph (h), the indebtedness is incurred in connection with a project financing by
Petrobras, any of Petrobras’ subsidiaries or any consortium or other venture in which Petrobras o
any subsidiary have any ownership or other similar interest; and

(m) lien in respect of indebtedness the principal amount of which in the aggregate, together with
all liens not otherwise qualifying as Petrobras permitted liens pursuant to another part of this
definition of Petrobras permitted liens, does not exceed 7.5% of Petrobras’ consolidated total
assets (as determined in accordance with U.S. GAAP) at any date as at which Petrobras’ balance
sheet is prepared and published in accordance with applicable law.

A “wholly-owned subsidiary” means, with respect to any corporate entity, any person of which 100% of
the outstanding capital stock (other than qualifying shares, if any) having by its terms ordinary voting

power (not dependent on the happening of a contingency) to elect the board of directors (or equivalent
controlling governing body) of that person is at the time owned or controlled directly or indirectly by tha
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corporate entity, by one or more wholly-owned subsidiaries of that corporate entity or by that corporate
entity and one or more wholly-owned subsidiaries.

Transactions with Affiliates

Petrobras will not, and will not permit any of its subsidiaries to, enter into or carry out (or agree to enter
into or carry out) any transaction or arrangement with any affiliate (which means any entity as to
controlling, controlled by or under common control with Petrobras), except for any transaction or
arrangement entered into or carried out on terms no less favorable to Petrobras or such subsidiary
than those which could have been obtained on an arm’s-length basis with a person that is not an
affiliate; provided, however, that the foregoing will not apply to transactions (i) between Petrobras and
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PIFCo or any subsidiary of PIFCo or (ii) except as otherwise permitted pursuant to clause (i), between
or among Petrobras, PIFCo and any of their respective subsidiaries not involving any other person so
long as consummation of any such transaction described in this clause (ii) will not have a material
adverse effect on Petrobras and its subsidiaries taken as a whole or have a material adverse effect on
the rights of the holders of the notes.

Provision of Financial Statements and Reports

Petrobras will provide to the trustee, in English or accompanied by a certified English translation
thereof, (i) within 90 calendar days after the end of each fiscal quarter (other than the fourth quarter),
its unaudited and consolidated balance sheet and statement of income calculated in accordance with
U.S. GAAP, (ii) within 120 calendar days after the end of each fiscal year, its audited and consolidated
balance sheet and statement of income calculated in accordance with U.S. GAAP and (iii) such other
financial data as the trustee may reasonably request. Petrobras will provide, together with each of the
financial statements delivered hereunder, an officers’ certificate stating that a review of Petrobras’ and
PIFCo’s activities has been made during the period covered by such financial statements with a view
to determining whether Petrobras and PIFCo have kept, observed, performed and fulfilled their
covenants and agreements under the standby purchase agreement and the indenture, as applicable,
and that no event of default has occurred during such period. In addition, whether or not Petrobras is
required to file reports with the SEC, Petrobras will file with the SEC and deliver to the trustee (for
redelivery to all holders of notes) all reports and other information it would be required to file with the
SEC under the Exchange Act if it were subject to those regulations. If the SEC does not permit the
filing described above, Petrobras will provide annual and interim reports and other information to the
trustee within the same time periods that would be applicable if Petrobras were required and permitted
to file these reports with the SEC.

Further Actions

Petrobras will, at its own cost and expense, and will cause its subsidiaries to, at their own cost and
expense, take any action, satisfy any condition or do anything (including the obtaining or effecting of
any necessary consent, approval, authorization, exemption, filing, license, order, recording or
registration) at any time required, in the reasonable opinion of the trustee, in accordance with
applicable laws or regulations, to be taken, fulfilled or done in order (a) to enable Petrobras to lawfully
enter into, exercise its rights and perform and comply with its obligations under the standby purchase
agreement and each other transaction document entered into in connection with the standby purchase
agreement to which it is a party, (b) to ensure that Petrobras’ obligations under the standby purchase
agreement and each other transaction document entered into in connection with the standby purchase
agreement are legally binding and enforceable, (c) to make the notes, the indenture and the standby
purchase agreement admissible in evidence in the courts of the State of New York, the Cayman
Islands or Brazil, (d) to enable the trustee to exercise and enforce its rights under and carry out the
terms, provisions and purposes of the notes, the indenture and the standby purchase agreement, (e) tc
take any and all action necessary to preserve the enforceability of, and maintain the trustee’s rights
under, the notes, the indenture and the standby purchase agreement and (f) to assist the trustee in the
trustee’s performance of its obligations under the notes, the indenture and the standby purchase
agreement. However, Petrobras will not be required to take any action contemplated by the standby
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purchase agreement if it promptly provides to the trustee a written opinion from counsel reasonably
acceptable to the trustee specifying that the failure to take such action or satisfy such condition would
not have an adverse effect on the rights of the holders of the notes.

Importation of Oil and Oil Products

Petrobras will, in each calendar year, purchase from PIFCo not less than 80% (on a U.S. Dollar value)
of the oil and oil products it imports.
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Additional Amounts

Except as provided below, Petrobras will make all payments of amounts due under the standby
purchase agreement through the paying agent for the note in the United States and each other
document entered into in connection with the standby purchase agreement without withholding or
deducting any present or future taxes, levies, deductions or other governmental charges of any nature
imposed by Brazil, the Cayman Islands, or any political subdivision of such jurisdictions (the “taxing
jurisdictions”). If Petrobras is required by law to withhold or deduct any taxes, levies, deductions or
other governmental charges, Petrobras will pay the noteholders any additional amounts necessary to
ensure that they receive the same amount as they would have received without such withholding or
deduction.

Petrobras will not, however, pay any additional amounts in connection with any tax, levy, deduction or
other governmental charge that is imposed due to any of the following (“excluded additional amounts™)

» the noteholder or trustee has a connection with the taxing jurisdiction other than merely
holding the notes or receiving principal or interest payments on the notes (such as citizenship,
nationality, residence, domicile, or existence of a business, a permanent establishment, a
dependent agent, a place of business or a place of management present or deemed present
within the taxing jurisdiction);

» any tax imposed on, or measured by, net income;

» the noteholder or trustee fails to comply with any certification, identification or other reporting
requirements concerning its nationality, residence, identity or connection with the taxing
jurisdiction, if (xX) such compliance is required by applicable law, regulation, administrative
practice or treaty as a precondition to exemption from all or a part of the tax, levy, deduction or
other governmental charge, (y) the noteholder or trustee is able to comply with such
requirements without undue hardship and (z) at least 30 calendar days prior to the first
payment date with respect to which such requirements under the applicable law, regulation,
administrative practice or treaty will apply, Petrobras has notified all noteholders or the trustee
that they will be required to comply with such requirements;

» the noteholder or trustee fails to present (where presentation is required) its note within
30 calendar days after Petrobras has made available to the noteholder or trustee a payment
under the standby purchase agreement, provided that Petrobras will pay additional amounts
which a noteholder or trustee would have been entitled to had the note owned by such
noteholder or trustee been presented on any day (including the last day) within such
30 calendar day period;

e any estate, inheritance, gift, value added, use or sales taxes or any similar taxes, assessments
or other governmental charges;
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» where any additional amounts are imposed on a payment on the notes to an individual and are
required to be made pursuant to any European Union Directive on the taxation of savings
income relating to the proposal for a directive published by the European Commission on
July 18, 2001 or otherwise implementing the conclusions of the ECOFIN Council meeting of
November 26-27, 2000 or any law implementing or complying with, or introduced in order to
conform to, such directive;

» where the noteholder could avoid any additional amounts by requesting that a payment on the
notes be made by, or presenting the relevant notes for payment to, another paying agent
located in a member state of the European Union; or

» where the noteholder or trustee would have been able to avoid the tax, levy, deduction or
other governmental charge by taking reasonable measures available to such noteholder or

trustee.
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Petrobras will pay any stamp, administrative, excise or property taxes arising in a taxing jurisdiction in
connection with the notes and will indemnify the noteholders for any such stamp, administrative, excise
or property taxes paid by noteholders.

Events of Default

There are no events of default under the standby purchase agreement. The indenture, however,
contains events of default relating to Petrobras which may trigger an event of default and acceleration
of the notes. See “Description of the Notes—Events of Default.” Upon any such acceleration (including
any acceleration arising out of the insolvency or similar events relating to Petrobras), if PIFCo fails to
pay all amounts then due under the notes and the indenture, Petrobras will be obligated to make a
total purchase payment as described above.

Amendments

The standby purchase agreement may only be amended or waived in accordance with its terms
pursuant to a written document which has been duly executed and delivered by Petrobras and the
trustee, acting on behalf of the holders of the notes. Because the standby purchase agreement forms
part of the indenture, it may be amended by Petrobras and the trustee, in some cases without the
consent of the holders of the notes.

Except as contemplated above, the indenture will provide that the trustee may execute and deliver any
other amendment to the standby purchase agreement or grant any waiver thereof only with the
consent of the noteholders of a majority in aggregate principal amount of the notes then outstanding.

Governing Law
The standby purchase agreement will be governed by the laws of the State of New York.
Jurisdiction

Petrobras has consented to the non-exclusive jurisdiction of any court of the State of New York or any
U.S. federal court sitting in the Borough of Manhattan, The City of New York, New York, United States
and any appellate court from any thereof. Service of process in any action or proceeding brought in
such New York State federal court sitting in New York City may be served upon Petrobras at
Petrobras’ New York office. The standby purchase agreement provides that if Petrobras no longer
maintains an office in New York City, then it will appoint a replacement process agent within New York
City as its authorized agent upon which process may be served in any action or proceeding.

Waiver of Immunities

To the extent that Petrobras may in any jurisdiction claim for itself or its assets immunity from a suit,
execution, attachment, whether in aid of execution, before judgment or otherwise, or other legal
process in connection with the standby purchase agreement (or any document delivered pursuant
thereto) and to the extent that in any jurisdiction there may be immunity attributed to Petrobras, PIFCo
or their assets, whether or not claimed, Petrobras has irrevocably agreed with the trustee, for the
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benefit of the noteholders, not to claim, and to irrevocably waive, the immunity to the full extent
permitted by law.
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Currency Rate Indemnity

Petrobras has agreed that, if a judgment or order made by any court for the payment of any amount in
respect of any of its obligations under the standby purchase agreement is expressed in a currency (the
“jludgment currency”) other than U.S. Dollars (the “denomination currency”), Petrobras will indemnify
the trustee, on behalf of the noteholders, against any deficiency arising from any variation in rates of
exchange between the date as of which the denomination currency is notionally converted into the
judgment currency for the purposes of the judgment or order and the date of actual payment. This
indemnity will constitute a separate and independent obligation from Petrobras’ other obligations under
the standby purchase agreement, will give rise to a separate and independent cause of action, will
apply irrespective of any indulgence granted from time to time and will continue in full force and effect.
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PLAN OF DISTRIBUTION

Under the terms and subject to the conditions contained in the underwriting agreement dated June 27,
2003 by and among PIFCo, Petrobras, Bear, Stearns & Co. Inc., with offices at 383 Madison Avenue,
New York, New York 10179, Deutsche Bank Securities Inc., with offices at 60 Wall Street, New York,
New York 10005, HSBC Securities (USA) Inc., with offices at 452 Fifth Avenue, New York, New York
10018 and Santander Central Hispano Investment Securities Inc., with offices at 45 East 53rd Street,
New York, New York, 10022, as underwriters, the underwriters have agreed to purchase, and PIFCo
has agreed to sell to the underwriters, the number of notes set forth opposite the name of such
underwriters below:

Underwriters Principal Amount of Notes
Bear, Stearns & Co. Inc. U.S$ 225,000,000
Deutsche Bank Securities Inc. 225,000,000
HSBC Securities (USA) Inc. 25,000,000
Santander Central Hispano Investment Securities
Inc. 25,000,000
Total US$ 500,000,000

The underwriting agreement provides that the obligation of the underwriters to pay for and accept
delivery of the notes is subject to, among other conditions, the delivery of certain legal opinions by its
counsel. The underwriters are obligated to take and pay for all of the notes offered hereby if any notes
are taken. The notes will initially be offered at the price indicated on the cover page hereof. After the
initial offering of the notes, the offering price and other selling terms may from time to time be varied by
the underwriter.

The underwriting agreement provides that PIFCo will indemnify the underwriters against certain
liabilities, including liabilities under the Securities Act, and will contribute to payments the underwriters
may be required to make in respect thereof.

Prior to this offering, there has been no active market for the notes.

PIFCo has been advised by the underwriters that the underwriters intend to make a market in the
notes as permitted by applicable laws and regulations. The underwriters are not obligated, however, to
make a market in the notes and any such market-making may be discontinued at any time at the sole
discretion of the underwriters. In addition, such market-making activity will be subject to the limits
imposed by the Exchange Act. Accordingly, no assurance can be given as to the liquidity of, or the
development or continuation of trading markets for, the notes.

In connection with this offering, certain persons participating in this offering may engage in transaction:s
that stabilize, maintain or otherwise affect the price of the notes. Specifically, the underwriters may bid
for and purchase notes in the open market to stabilize the price of the notes. The underwriters may
also over-allot this offering, creating a short position, and may bid for and purchase notes in the open
market to cover the short position. In addition, the underwriters may bid for and purchase the notes in
market-making transactions and impose penalty bids. These activities may stabilize and maintain the
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market price of the notes above market levels that may otherwise prevail. The underwriters are not
required to engage in these activities, and may end these activities at any time.

The underwriters have from time to time in the past provided, and may in the future provide,
investment banking, financial advisory and other services to Petrobras, PIFCo and Petrobras’ or
PIFCo’s affiliates for which the underwriters have received or expects to receive customary fees.

The underwriters have not offered, sold or delivered, and they will not offer, sell or deliver any of the
bonds, directly or indirectly, or distribute this prospectus supplement, the accompanying prospectus or
any other offering material relating to the notes, in or from any jurisdiction except under
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circumstances that will, to the best knowledge and belief of the underwriters, after reasonable
investigation, result in compliance with the applicable laws and regulations of such jurisdiction.

Each of the underwriters will act as follows with respect to each of the following jurisdictions:

Cayman Islands. No invitation may be made to the public in the Cayman Islands to
subscribe for or purchase the notes.

United Kingdom. (a) Neither such underwriter nor any affiliate of it has offered or sold nor,
prior to the expiry of the period of six months from the issue date of the notes, will offer or sell
any notes to persons in the United Kingdom, except to persons whose ordinary activities
involve them in acquiring, holding, managing or disposing of investments (as principal or
agent) for the purposes of their businesses or otherwise in circumstances which have not
resulted and will not result in an offer to the public in the United Kingdom within the meaning o
the Public Offers of Securities Regulations 1995 or the Financial Services and Markets Act
2000, as amended (“the FSMA”); (b) such underwriter has only communicated or caused to be
communicated and will only communicate or cause to be communicated any invitation or
inducement to engage in investment activity (within the meaning of section 21 of the FSMA)
received by it in connection with the issue or sale of any notes in circumstances in which
section 21(1) of the FSMA does not apply to PIFCo or Petrobras; (c) such underwriter has
complied and will comply with all applicable provisions of the FSMA with respect to anything
done by it in relation to the notes in, from or otherwise involving the United Kingdom.

Italy. The notes may not be offered, sold or delivered (including in the secondary market)
except to professional investors (Operatori Qualificati ) as defined in article 31, second
paragraph, of CONSOB regulation No. 11522 of July 1, 1998, as amended from time to time,
other than individuals.

France. The notes may not be offered or sold to the public in France and neither this
prospectus supplement, which has not been submitted to the clearance procedure of the
French authorities, nor any other offering material or information contained therein relating to
the notes may be released, issued, or distributed or caused to be released, issued, or
distributed, directly or indirectly, to the public in France, or used in connection with any offer fol
subscription or sale of the notes to the public in France. Any such offers, sales and
distributions may be made in France only to (i) qualified investors (investisseurs qualifiés) and/
or (ii) a restricted circle of investors (cercle restreint d’'investisseurs), in each case investing for
their own account, all as defined in Article L. 411-2 of the Code monétaire et financier and
Décret no. 98-880 dated October 1, 1998. The notes may be resold only in compliance with
Articles L. 411-1 Seq, L. 412-1 and L. 621-8 of the Code monétaire et financier.
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Netherlands. The notes may not be offered, sold, transferred or delivered in or from The
Netherlands, as part of their initial distribution or as part of any re-offering, and neither this
prospectus supplement nor any other document in respect of the offering may be distributed ol
circulated in The Netherlands, other than to individuals or legal entities which include, but are
not limited to, banks, brokers, dealers, institutional investors and undertakings with a treasury
department, who or which trade or invest in securities in the conduct of a business or
profession.

Japan. The notes have not been and will not be registered under the Securities and
Exchange Law of Japan. Each underwriter has represented and agreed that it has not offered
or sold, and it will not offer or sell, directly or indirectly, any notes in Japan or to, or for the
account or benefit of, any resident of Japan or to, or for the account or benefit, of any resident
for reoffering or resale, directly or indirectly, in Japan or to, or for the account or benefit of, any
resident of Japan except (i) pursuant to an exemption from the registration requirements of, or
otherwise in compliance with, the Securities and Exchange Law of Japan and (ii) in
compliance with the other relevant laws and regulations of Japan.
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* Hong Kong. No offer to sell the notes has been or will be made in the Hong Kong Special
Administrative Region of the People’s Republic of China, or “Hong Kong”, by means of any
document, other than to persons whose ordinary business is to buy or sell shares or
debentures, whether as principal or agent, except in circumstances which do not constitute an
offer to the public within the meaning of the Companies Ordinance (Cap.32) of Hong Kong,
and unless permitted to do so under the securities laws of Hong Kong, no person has issued
or had in its possession for the purposes of issue, and will not issue or have in its possession
for the purpose of issue, any advertisement, document or invitation relating to the notes in
Hong Kong other than with respect to the notes intended to be disposed of to persons outside
Hong Kong or only to persons whose business involves the acquisition, disposal or holding of
securities whether as principal or agent.

» Singapore. This prospectus supplement has not been registered as a prospectus with the
Monetary Authority of Singapore. Accordingly, this prospectus supplement and any other
document or material in connection with the offer or sale, or invitation or subscription or
purchase, of the notes may not be circulated or distributed, nor may the notes be offered or
sold, or be made the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than under circumstances in which such offer, sale or
invitation does not constitute an offer or sale, or invitation for subscription or purchase, of the
notes to the public in Singapore.

e Spain. The notes have not been registered with the Spanish National Commission for the
Securities Market and, therefore, no notes may be publicly offered, sold or delivered, nor any
public offer in respect of the notes made, nor may any prospectus or any offering or publicity
material relating to the notes be distributed, in the Kingdom of Spain by such underwriter or
any person on its behalf, except in compliance with Spanish law and regulation.

e Brazil. Such underwriter has not offered or sold, and will not offer or sell, any note in Brazil,
except in compliance with applicable Brazilian laws or pursuant to an available exception
therefrom.

Other than with respect to registration of the notes under the Securities Act, no action has been or will
be taken in any country or jurisdiction by Petrobras, PIFCo or the underwriters that would permit a
public offering of notes, or possession or distribution of any offering material in relation thereto, in any
country or jurisdiction where action for that purpose is required. Persons into whose hands this
prospectus supplement or the accompanying prospectus comes are required by Petrobras, PIFCo and
the underwriters to comply with all applicable laws and regulations in each country or jurisdiction in or
from which those persons purchase, offer, sell or deliver notes or have in their possession or distribute
such offering material, in all cases at their own expense.

The notes have not been and will not be registered in Brazil for the purpose of their offering or
distribution therein or abroad. Subsequent trading of the notes in private transactions is not subject to
registration in Brazil to the extent such trading does not qualify as a public offering or distribution.
Persons wishing to offer or acquire the notes within Brazil should consult with their own counsel as to
the applicability of registration requirements or any exemption therefrom.
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This prospectus supplement does not constitute a prospectus within the meaning of Article 652a of the
Swiss Code of Obligations (Schweizerisches Obligationenrecht). Neither the offering contemplated in
this prospectus supplement nor the notes have been or will be approved by any Swiss regulatory
authority.

The expenses of the offering, excluding the underwriting discount, are estimated to be U.S.$500,000
and will be borne by PIFCo.
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The underwriters propose to offer the notes initially at the public offering price set forth on the cover
page of this prospectus supplement and to dealers at that price less a selling concession not in excess
of 0.45% of the principal amount of the notes. After the initial public offering of the notes, the public
offering price and concession and discount to dealers may be changed.

In compliance with NASD guidelines the maximum compensation to the underwriter or agents in
connection with the sale of the notes pursuant to this prospectus supplement and the accompanying
prospectus will not exceed 8% of the aggregate total offering price to the public of the notes as set
forth on the cover page of this prospectus supplement; however, it is anticipated that the maximum
compensation paid will be significantly less than 8%.
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TAXATION
United States Tax Considerations

The following is a summary of certain United States federal income tax considerations that may be
relevant to a holder of a note that is, for U.S. federal income tax purposes a citizen or resident of the
United States or a domestic corporation or that otherwise is subject to United States federal income
taxation on a net income basis in respect of the note (a “U.S. Holder”). This summary is based on laws
regulations, rulings and decisions now in effect, all of which are subject to change. This summary deals
only with U.S. Holders that will hold notes as capital assets, and only if the U.S. Holder obtained the
notes during the initial offering. This summary does not address tax considerations applicable to
investors that may be subject to special tax rules, such as banks, tax-exempt entities, insurance
companies, dealers in securities or currencies, traders in securities electing to mark to market, persons
that will hold notes as a position in a “straddle” or conversion transaction, or as part of a “synthetic
security” or other integrated financial transaction or persons that have a “functional currency” other
than the U.S. Dollar.

INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISORS IN DETERMINING THE TAX
CONSEQUENCES TO THEM OF HOLDING NOTES, INCLUDING THE APPLICATION TO THEIR
PARTICULAR SITUATION OF THE UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS
DISCUSSED BELOW, AS WELL AS THE APPLICATION OF STATE, LOCAL, FOREIGN OR
OTHER TAX LAWS.

Payments of Interest

Payments of interest on a note (which may include additional amounts) will generally be taxable to a U
S. Holder as ordinary interest income when such interest is accrued or received, in accordance with
the U.S. Holder’s regular method of tax accounting. Interest income, in respect of the notes will
constitute foreign source income for United States federal income tax purposes and, with certain
exceptions, will be treated separately, together with other items of “passive income” or, in the case of
certain holders, “financial services income” for purposes of computing the foreign tax credit allowable
under the United States federal income tax laws. The calculation of foreign tax credits, involves the
application complex of rules that depend on a U.S. Holder’s particular circumstances. U.S. Holders
should consult their own tax advisors regarding the availability of foreign tax credits and the treatment
of additional amounts.

A holder of notes that is, with respect to the United States, a foreign corporation or a nonresident alien
individual (a “Non-U.S. Holder”) generally will not be subject to U.S. federal income or withholding tax
on interest income earned in respect of notes, unless such income is effectively connected with the
conduct by the Non-U.S. Holder of a trade or business in the United States.

Sale or Disposition of Notes

A U.S. Holder will generally recognize capital gain or loss upon the sale, exchange, retirement or other
disposition of a note in an amount equal to the difference between the amount realized upon such sale
exchange, retirement or other disposition (other than amounts attributable to accrued interest, which
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will be taxed as such) and such U.S. Holder’s adjusted tax basis in the note. A U.S. Holder’s tax basis
in the note will generally equal the U.S. Holder’s cost for the note. Gain or loss realized by a U.S.
Holder on the sale, exchange, retirement or other disposition of a note will generally be United States
source gain or loss for United States federal income tax purposes unless it is attributable to an office ol
other fixed place of business outside the United States and certain other conditions are met.
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A Non-U.S. Holder will not be subject to U.S. federal income or withholding tax on gain realized on the
sale or other disposition of notes unless (i) such gain is effectively connected with the conduct by the
Non-U.S. Holder of a trade or business in the United States or (ii) in the case of gain realized by an
individual Non-U.S. Holder, that Non-U.S. Holder is present in the United States for 183 days or more
in the taxable year of the sale or other disposition and certain other conditions are met.

Backup Withholding and Information Reporting

A U.S. Holder may, under certain circumstances, be subject to “backup withholding” with respect to
certain payments to that U.S. Holder, unless the holder (i) is a corporation or comes within certain
other exempt categories, and demonstrates this fact when so required, or (ii) provides a correct
taxpayer identification number, certifies that it is not subject to backup withholding and otherwise
complies with applicable requirements of the backup withholding rules. Any amount withheld under
these rules generally will be creditable against the U.S. Holder’'s U.S. federal income tax liability. While
Non-U.S. Holders generally are exempt from backup withholding, a Non-U.S. Holder may, in certain
circumstances, be required to comply with certain information and identification procedures in order to
prove entitlement to this exemption.

Brazilian Tax Considerations

The following discussion is a summary of the Brazilian tax considerations relating to an investment in
the notes by a nonresident of Brazil. The discussion is based on the tax laws of Brazil as in effect on
the date hereof and is subject to any change in Brazilian law that may come into effect after such date.
The information set forth below is intended to be a general discussion only and does not address all
possible tax consequences relating to an investment in the notes.

PROSPECTIVE INVESTORS SHOULD CONSULT THEIR OWN TAX ADVISERS AS TO THE
CONSEQUENCES OF PURCHASING THE NOTES, INCLUDING, WITHOUT LIMITATION, THE
CONSEQUENCES OF THE RECEIPT OF INTEREST AND THE SALE, REDEMPTION OR
REPAYMENT OF THE NOTES OR COUPONS.

Generally, an individual, entity, trust or organization domiciled for tax purposes outside Brazil
(“Nonresidents”) is taxed in Brazil only when income is derived from Brazilian sources. Therefore, any
gains or income paid by PIFCo in respect of the notes issued by it in favor of Nonresident noteholders
are not subject to Brazilian taxes.

Interest, fees, commissions, expenses and any other income payable by a Brazilian resident to a
Nonresident are generally subject to income tax withheld at source. As of January 1, 1996, the rate of
withholding tax is 15% or such other lower rate as provided for in an applicable tax treaty between
Brazil and another country. If the recipient of the payment is domiciled in a tax haven jurisdiction, as
defined by Brazilian tax regulations, the rate will be 25%.

If the payments with respect to the notes are made by a Brazilian source, the noteholders will be
indemnified so that, after payment of all applicable Brazilian taxes collectable by withholding, deductior
or otherwise, with respect to principal, interest and additional amounts payable with respect to the
notes (plus any interest and penalties thereon), a noteholder will retain an amount equal to the
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amounts that such noteholder would have retained had no such Brazilian taxes (plus interest and
penalties thereon) been payable. The Brazilian obligor will, subject to certain exceptions, pay additiona
amounts in respect of such withholding or deduction so that the holder receives the net amount due.
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Gains on the sale or other disposition of the notes made outside Brazil by a Nonresident, other than a
branch or a subsidiary of Brazilian resident, to another Nonresident are not subject to Brazilian taxes.
Gains made by a Brazilian Nonresident from the sale or other disposition of these notes to a Brazilian
resident, subject to certain assumptions and conditions, are not subject to Brazilian taxes.

Generally, there are no inheritance, gift, succession, stamp, or other similar taxes in Brazil with respect
to the ownership, transfer, assignment or any other disposition of the notes by a Nonresident, except
for gift and inheritance taxes imposed by some Brazilian states on gifts or bequests by individuals or
entities not domiciled or residing in Brazil to individuals or entities domiciled or residing within such
states.

Cayman Islands Tax Considerations

The Cayman Islands currently have no exchange control restrictions and no income, corporate or
capital gains tax, estate duty, inheritance tax, gift tax or withholding tax applicable to PIFCo or any
holder of notes issued by PIFCo. Accordingly, payment of principal of (including any premium) and
interest on, and any transfer of, the notes will not be subject to taxation in the Cayman Islands; no
Cayman Islands withholding tax will be required on such payments to any holder of a note; and gains
derived from the sale of notes will not be subject to Cayman Islands capital gains tax. The Cayman
Islands are not party to any double taxation treaties.

No stamp duties or similar taxes or charges are payable under the laws of the Cayman Islands in
respect of the execution and issue of notes by PIFCo unless they are executed in or brought within (for
example, for the purposes of enforcement) the jurisdiction of the Cayman Islands, in which case stamp
duty of 0.25% of the face amount thereof may be payable on each note (up to a maximum of 250
Cayman Islands Dollars (“CI$") (U.S.$312.50) unless stamp duty of CI$500 (U.S.$625.00) has been
paid in respect of the entire issue of notes.

The foregoing conversions of Cayman Islands Dollars to U.S. Dollars have been made on the currently
applicable basis of U.S.$1.25 = CI$1.00.

LEGAL MATTERS

Walkers, special Cayman Islands counsel for PIFCo, will pass upon the validity of the notes and the
indenture for PIFCo and the underwriters as to certain matters of Cayman Islands law. Mr. Nilton de
Almeida Maia, Petrobras’ general counsel, will pass upon, for PIFCo and Petrobras, the validity of the
issuance of the notes and certain matters of Brazilian law relating to the notes, the indenture and the
standby purchase agreement. The validity of the notes, indenture and standby purchase agreement
will be passed upon for PIFCo and Petrobras by Cleary, Gottlieb, Steen & Hamilton.

Machado, Meyer, Sendacz e Opice—Advogados will pass upon the validity of the indenture and the
standby purchase agreement for the underwriters as to certain matters of Brazilian law. Shearman &
Sterling LLP will pass upon the validity of the notes, the indenture and the standby purchase
agreement for the underwriters as to certain matters of New York law.
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INDEPENDENT ACCOUNTANTS

The consolidated financial statements incorporated in this prospectus by reference to the annual
reports on Forms 20-F for Petrobras and PIFCo for the year ended December 31, 2002, have been so
incorporated in reliance on the report of PricewaterhouseCoopers Auditores Independentes,
independent accountants, given on the authority of said firm as experts in accounting and auditing.

With respect to the unaudited consolidated financial information of Petrobras for the three-month
periods ended March 31, 2003 and 2002, incorporated by reference in this prospectus supplement,
PricewaterhouseCoopers Auditores Independentes reported that they have applied limited procedures
in accordance with professional standards for a review of such information. However, they did not audi
and they do not express an opinion on that unaudited financial information. Accordingly, the degree of
reliance on their report on such information should be restricted in light of the limited nature of the
review procedures applied. PricewaterhouseCoopers Auditores Independentes is not subject to the
liability provisions of Section 11 of the Securities Act of 1933 for their report on the unaudited financial
information because that report is not a “report” or a “part” of the registration statement prepared or
certified by PricewaterhouseCoopers Auditores Independentes within the meaning of Sections 7 and
11 of the Act.

With respect to the unaudited consolidated financial information of PIFCo for the three-month periods
ended March 31, 2003 and 2002, incorporated by reference in this prospectus supplement,
PricewaterhouseCoopers Auditores Independentes reported that they have applied limited procedures
in accordance with professional standards for a review of such information. However, they did not audi
and they do not express an opinion on that unaudited financial information. Accordingly, the degree of
reliance on their report on such information should be restricted in light of the limited nature of the
review procedures applied. PricewaterhouseCoopers Auditores Independentes is not subject to the
liability provisions of Section 11 of the Securities Act of 1933 for their report on the unaudited financial
information because that report is not a “report” or a “part” of the registration statement prepared or
certified by PricewaterhouseCoopers Auditores Independentes within the meaning of Sections 7 and
11 of the Act.
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PROSPECTUS

$8,000,000,000

.v.1 PETROLEO BRASILEIRO S.A.
- PETROBRAS

Petrdleo Brasileiro S.A. — PETROBRAS
(BRAZILIAN PETROLEUM CORPORATION — PETROBRAYS)

Debt Securities, Warrants,

Preferred Shares,
Preferred Shares Represented by American Depositary Shares,

Common Shares,
Common Shares Represented by American Depositary Shares,

Mandatory Convertible Securities,
Guarantees and
Standby Purchase Agreements

=J» PETROBRAS INTERNATIONAL
. FINANCE COMPANY

Petrobras International Finance Company

Debt Securities accompanied by Guarantees or
Standby Purchase Agreements

Petréleo Brasileiro S.A. — Petrobras may offer from time to time debt securities, warrants, preferred
shares, common shares and mandatory convertible securities guarantees and standby purchase
agreements, and Petrobas International Finance Company may issue debt securities accompanied by
guarantees or standby purchase agreements of Petrobras, with an aggregate offering price of up to
$8,000,000,000 (or the equivalent amount in other currencies, currency units or composite securities).
Petrobras may issue its common shares or preferred shares in the form of American depositary
shares. An accompanying prospectus supplement will specify the terms of the securities.

We may sell these securities directly or to or through underwriters or dealers, and also to other
purchasers or through agents. The names of any underwriters or agents will be set forth in an
accompanying prospectus supplement.
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Neither the Securities and Exchange Commission nor any other regulatory body has approved
or disapproved of these securities or passed upon the accuracy or adequacy of this
prospectus. Any representation to the contrary is a criminal offense.

Prospectus dated August 14, 2002.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the U.S. Securities and Exchange
Commission (which we refer to as the SEC) utilizing a “shelf” registration process. Under this shelf
process, Petrobras may sell any combination of debt securities, warrants, preferred shares, common
shares and securities mandatorily convertible into its preferred or common shares, and PIFCo may sell
debt securities accompanied by guarantees or standby purchase agreements of Petrobras in one or
more offerings. Any preferred shares or common shares of Petrobras, in one or more offerings, may be
in the form of American depositary shares (which we refer to as ADSs) and evidenced by American
depositary receipts (which we refer to as ADRs). From the sales of the debt securities, warrants,
preferred shares, common shares, mandatory convertible securities and debt securities accompanied
by guarantees and standby purchase agreements, we will receive an aggregate amount of up to
$8,000,000,000 (which is the aggregate issue price of all securities issued).

This prospectus, and the documents incorporated by reference in this prospectus, provide you with a
general description of the debt securities, warrants, preferred shares, common shares, securities
mandatorily convertible into our preferred or common shares, guarantees and standby purchase
agreements that we may offer. Each time we offer securities pursuant to this prospectus, we will
provide one or more prospectus supplements, attached to the front of this prospectus, that will contain
specific information about the terms of those securities and their offering. The prospectus supplements
may also add, update or change other information contained in this prospectus. The registration
statement that we filed with the SEC includes exhibits that provide more detail on the matters
discussed in this prospectus. Before you invest in any securities offered by this prospectus, you should
read this prospectus, any related prospectus supplements and the related exhibits filed with the SEC,
together with the additional information described under the heading “Where You Can Find More
Information”.

FORWARD-LOOKING STATEMENTS

Many statements made or incorporated by reference in this prospectus are forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934 that are not based on historical facts and are not assurances of future results.
Many of the forward-looking statements contained in this prospectus may be identified by the use of
forward-looking words, such as “believe”, “expect”, “anticipate”, “should”, “planned”, “estimate” and
“potential”’, among others. We have made forward-looking statements that address, among other
things, our:

regional marketing and expansion strategy;

drilling and other exploration activities;

import and export activities;

projected and targeted capital expenditures and other costs, commitments and revenues;
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* liquidity; and
» development of additional revenue sources.

Because these forward-looking statements involve risks and uncertainties, there are important factors
that could cause actual results to differ materially from those expressed or implied by these forward-
looking statements. These factors include:

» our ability to obtain financing;
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» general economic and business conditions, including crude oil and other commodity prices,
refining margins and prevailing exchange rates;

* competition;

» technical difficulties in the operation of our equipment and the provision of our services;

» changes in, or failure to comply with, governmental regulations;

» receipt of governmental approvals and licenses;

* Dbusiness abilities and judgment of personnel;

» availability of qualified personnel;

* international and Brazilian political, economic and social developments;

* military operations, terrorist attacks, wars or embargoes; and

» the costs and availability of adequate insurance coverage.
These statements are not guarantees of future performance and are subject to certain risks,
uncertainties and assumptions that are difficult to predict. Therefore, our actual results could differ
materially from those expressed or forecast in any forward-looking statements as a result of a variety
of factors, including those in “Risk Factors” set forth in supplements to this prospectus and in
documents incorporated by reference in this prospectus.
All forward-looking statements attributed to us or a person acting on our behalf are expressly qualified

in their entirety by this cautionary statement, and you should not place reliance on any forward-looking
statement contained herein.
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PETROBRAS AND PIFCO

In this prospectus, unless the context otherwise requires, references to “Petrobras” means Petrdleo
Brasileiro S.A. and its consolidated subsidiaries taken as a whole and references to “PIFCo” means
Petrobras International Finance Company and its consolidated subsidiaries taken as a whole. Terms
such as “we”, “us” and “our” generally refer to Petrdleo Brasileiro S.A. and Petrobras International
Finance Company, unless the context requires otherwise.

Petrobras

Petréleo Brasileiro S.A. is a mixed-capital company created pursuant to Law No. 2,004 (effective as of
October 3, 1953).

A mixed-capital company is a Brazilian corporation created by special law of which a majority of the
voting capital must be owned by the Brazilian federal government, a state or a municipality. Petrobras
is controlled by the Brazilian federal government, but its common and preferred shares are publicly
traded.

Petrobras is one of the world’s largest integrated oil and gas companies, engaging in a broad range of
oil and gas activities. Based upon its 2001 consolidated revenues, Petrobras is the largest corporation
in Brazil and the third largest industrial corporation in Latin America. For the year ended December 31,
2001, Petrobras had sales of products and services of U.S.$34,145 million, net operating revenues of
U.S.$24,549 million and net income of U.S.$3,491 million.

Petrobras began operations in Brazil in 1954 as a wholly-owned government enterprise responsible for
all hydrocarbon activities in Brazil. From that time until 1995, Petrobras had a government-granted
monopoly for all crude oil and gas production, refining and distribution in Brazil. On November 9, 1995,
the Brazilian Constitution was amended to authorize the Brazilian government to contract with any
state or privately owned company to carry out the activities related to the upstream and downstream
segments of the Brazilian oil and gas sector. This amendment eliminated Petrobras’ effective
monopoly.

Petrobras engages in a broad range of activities, which cover the following segments of its operations:
» exploration, development and production of crude oil and oil products in Brazil,

» refining, transportation and marketing of crude oil, oil products and fuel alcohol, including
investments in petrochemicals;

 distribution of oil products and fuel alcohol to end-users;

» commercialization and transportation of natural gas produced in or imported into Brazil,
including participation in natural gas distribution and transportation companies in Brazil and
development of thermoelectric power projects and related power activities; and
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* international activities, including exploration and production, transportation, distribution and
natural gas and power activities outside of Brazil.

The crude oil and natural gas industry in Brazil has experienced significant reforms since the
enactment of Law No. 9,478, or the Oil Law, on August 6, 1997, which established competition in
Brazilian markets for crude oil, oil products and natural gas in order to benefit end-users. Effective
January 2, 2002, the Brazilian government deregulated prices for crude oil and oil products. The
gradual transformation of the oil and gas industry since 1997 has led to increased patrticipation by
international companies in Brazil across all segments of our business, both as Petrobras’ competitors
and as its partners.
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In conjunction with the reforms in the Brazilian energy industry, Petrobras has completed a
reorganization designed to ensure its competitiveness and improved profitability in the evolving
Brazilian energy markets. This reorganization included:

creation of functional business segments to improve information flow and decision-making;
* incorporation of rate-of-return hurdles for individual segments;

* increased emphasis on integrated energy projects that allow it to competitively participate in al
aspects of the energy value chain; and

* amendment of its by-laws to enhance transparency and corporate efficiency.

Petrobras’ principal executive office is located at Avenida Republica do Chile, 65 20035-900 — Rio de
Janeiro — RJ, Brazil, and its telephone number is (55-21) 2534 4477.

PIFCo

Petrobras International Finance Company is a Cayman Islands company established on September
24, 1997 as a wholly-owned subsidiary of Braspetro Oil Services Company, or Brasoil, a wholly-owned
subsidiary of Petrobras Internacional S.A. (Braspetro). PIFCo was initially incorporated under the name
Brasoil Finance Company, which was changed by special resolution of its shareholders to Petrobras
International Finance Company on September 25, 1997. On January 14, 2000, the board of directors
of Braspetro and Petrobras approved the transfer of 100% of its voting shares of PIFCo from Brasoil to
Petrobras. Since April 1, 2000, PIFCo has operated as a wholly-owned subsidiary of Petrobras.

PIFCo was incorporated in order to facilitate and finance the import of crude oil and oil products into
Brazil. Accordingly, its primary purpose is to act as an intermediary between third-party oil suppliers
and Petrobras by engaging in crude oil and oil product purchases from international suppliers and
resales in U.S. dollars to Petrobras on a deferred payment basis, which resale price includes a
premium to compensate PIFCo for its financing costs. PIFCo is generally able to obtain credit to
finance purchases on the same terms granted to Petrobras, and it buys crude oil and oil products at
the same price that suppliers would charge Petrobras directly. In strategic terms, Petrobras uses
PIFCo to provide additional access to international capital markets in order to establish a
comprehensive approach to its offshore trade and financing activities.

In addition to its import business, PIFCo also engages in a number of non-core activities that are
conducted by three wholly-owned subsidiaries incorporated in 2001:

» Petrobras Netherlands B.V., or PNBV, a Dutch company, incorporated to engage in leasing
activities of primarily offshore exploration and production of crude oil and natural gas
equipment to be used by Petrobras, while taking advantage of the import and export tax
benefits provided by the Netherlands and Brazil;

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (135 of 219)7/2/03 6:00:04 AM



Prospectus Supplement

» Petrobras Europe Ltd., or PEL, a U.K. company, intended to act as an agent and advisor in
connection with Petrobras’ activities in Europe, the Middle East, the Far East and North Africa;

and

» Petrobras Finance Limited, or PFL, a Cayman Islands company, incorporated with the purpose
of facilitating Petrobras’ export receivables securitization program.

Under the laws of the Cayman Islands, PIFCo is an exempted company incorporated with limited
liability. Its registered office is located at Anderson Square Building, P.O. Box 714, George Town,
Cayman Islands, and its telephone number is (55-21) 2534-1410.
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RECENT DEVELOPMENTS
Perez Companc Acquisition

Petrobras announced on July 22, 2002 that it has reached an agreement in principle to acquire a
controlling interest in Perez Companc S.A. from the Perez Companc family and the Perez Companc
Foundation. Under this agreement, Petrobras intends to acquire 58.6% of the capital stock of Perez
Companc. The consideration to be paid to the Perez Companc family and the Foundation will consist
of a combination of U.S.$754,621,000 in cash and U.S.$370,548,000 in debt securities to be issued by
Petrobras with a 6% annual coupon and a 7 year final maturity. The debt securities may, in some
circumstances, be settled by delivery of Petrobras preferred shares in the form of American Depositary
Shares. In addition, Petrobras announced that it has reached an agreement in principle with the Perez
Companc family to acquire 47.1% of the capital stock of Petrolera Perez Companc S.A. that is owned
directly by the family for U.S.$56,700,000 in cash.

Petrobras has no immediate plans to launch a tender offer for the remaining outstanding class B
shares of Perez Companc. The closing of the transaction is subject to:

» the execution of a definitive Share Sale and Purchase Agreement;

» the closing of the exchange offer of Perez Companc’s subsidiary, Pecom Energia S.A., in
respect of its outstanding Notes, as well as refinancing of Pecom Energia S.A. bank loans, in
both cases leading to an acceptable debt profile for Perez Companc;

» additional due diligence;

» final approval of the Board of Directors of Petrobras, and

certain required regulatory approvals.

Investment Considerations

Petrobras cannot assure you that the acquisition of Perez Companc and Petrolera Perez will be
completed or, if it is completed, when or on what terms it will be completed or whether Petrobras will
benefit from the transaction. In particular, Petrobras cannot assure you that, if the proposed acquisition
is completed, the anticipated timing, efficiencies and benefits of integrating Perez Companc into the
business of Petrobras will be achieved. Differing corporate cultures, legal and regulatory environments
personalities, languages and other factors may pose challenges to the success of the acquisition.

In addition, Perez Companc is subject to substantial risks relating to Argentina and other Latin
American countries, particularly Venezuela, and relating to its business specifically. If one or more of
these risks were to materialize, Petrobras may not be able to realize the benefits that it currently
intends to realize from the Perez Companc acquisition. You should refer to the documents that Perez
Companc has filed with the Securities and Exchange Commission, and in particular to “Item 3.D.—Risl|
Factors—Factors Relating to Argentina” and “—Factors Relating to Us” in Perez Companc’s most
recent Annual Report on Form 20-F filed with the Commission, for detailed information regarding these

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (137 of 219)7/2/03 6:00:05 AM



Prospectus Supplement

risks and for further information about Perez Companc. Petrobras was not involved in the preparation
of the Annual Report on Form 20-F of Perez Companc.

About Perez Companc S.A.

Perez Companc’s business activities include oil and gas exploration and production, refining,
petrochemicals, electricity generation, transmission and distribution and hydrocarbons marketing and
transportation. It conducts operations in Argentina, Bolivia, Brazil, Ecuador, Peru and Venezuela. A
copy of the Annual Report on Form 20-F of Perez Companc can be obtained from the U.S. Securities
and Exchange Commission in the manner described in “Where You Can Find More Information.”

5
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About Petrolera Perez Companc S.A.

Petrolera Perez Companc S.A.—PPC operates and participates in the concession of hydrocarbons
production in the Entre Lomas area, located in the Neuquén basin in Argentina. PPC is jointly
controlled by the Perez Companc family (47.1%) and Perez Companc (19.2%).

Petrolera Sante Fe Acquisition

Petrobras announced on August 13, 2002 that it has executed a definitive agreement to acquire full
control of Petrolera Sante Fe, an Argentine oil company and subsidiary of Devon Energy Corporation,
for U.S.$89,550,000, payable at the closing of the transaction. Petrobras intends for the transaction to
be completed during the last quarter of 2002, subject to approval of applicable Argentine authorities.
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RATIO OF EARNINGS TO FIXED CHARGES AND PREFERRED DIVIDENDS
Petrobras

The following table contains the consolidated ratios of earnings to fixed charges and preferred
dividends of Petrobras for the periods indicated:

Year Ended December 31, Three Month

Ended
March 31,
1997 1998 1999 2000 2001 2002
Ratio of earnings to fixed charges and
preferred dividends 2.27 0.38 1.57 4.97 4.17 5.0

For purposes of computing the ratio of earnings to fixed charges, earnings are divided by fixed
charges. Earnings represent the sum of income from continuing operations before income taxes and
minority interests for Petrobras and its consolidated subsidiaries plus fixed charges, minus interest
capitalized, plus amortization of interest capitalized. Fixed charges represent interest accrued on
indebtedness of Petrobras and its consolidated subsidiaries, including interest capitalized, plus one-
third of rents, the proportion deemed representative of the interest factor.

PIFCo

The following table contains the consolidated ratios of earnings to fixed charges and the consolidated
ratios of earnings to fixed charges and preferred dividends of PIFCo for the periods indicated:

Year Ended December 31,

1998 1999 2000 200

Ratio of earnings to fixed charges 1.02 1.14 1.29 0.8

For purposes of computing the ratio of earnings to fixed charges, earnings are divided by fixed
charges. Earnings represent the sum of income from continuing operations before income taxes and
minority interests for PIFCo and its consolidated subsidiaries plus fixed charges, minus interest
capitalized, plus amortization of interest capitalized. Fixed charges represent interest accrued on
indebtedness of PIFCo and its consolidated subsidiaries, including interest capitalized, plus one-third
of rents, the proportion deemed representative of the interest factor.

~
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USE OF PROCEEDS
Petrobras

Unless otherwise indicated in an accompanying prospectus supplement, Petrobras intends to use the
net proceeds from the sale of the securities for general corporate purposes, which may include funding
working capital and capital expenditures, financing potential acquisitions and the repayment of existing
debt. Additional information on the use of net proceeds from the sale of offered securities will be
described in the prospectus supplement relating to those securities. Petrobras may temporarily invest
funds that it does not need immediately for these purposes in marketable securities.

PIFCo

Unless otherwise indicated in an accompanying prospectus supplement, PIFCo will use the proceeds
of the issuance of its debt securities after deduction of commissions for general corporate purposes,
including the financing of the purchase of oil product imports and the repayment of existing trade-
related debt. Additional information on the use of net proceeds from the sale of offered securities will
be described in the prospectus supplement relating to those securities. PIFCo may temporarily invest
funds that it does not need immediately for these purposes in marketable securities.
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THE SECURITIES
We may from time to time offer under this prospectus, separately or together:

» senior or subordinated debt securities that may be convertible into our common shares or
preferred shares, which may be in the form of ADSs and evidenced by ADRs;

» securities that are mandatorily convertible into preferred or common shares (or ADSs
representing our preferred or common shares);

» common shares, which may be in the form of ADSs and evidenced by ADRs;
» preferred shares, which may be in the form of ADSs and evidenced by ADRS;

» warrants to purchase common shares, which may be in the form of ADSs and evidenced by
ADRs;

» warrants to purchase preferred shares, which may be in the form of ADSs and evidenced by
ADRs;

» warrants to purchase debt securities;

* guarantees accompanying debt securities of PIFCo; and

standby purchase agreements accompanying debt securities of PIFCo.

The aggregate initial offering price of all the offered securities will not exceed $8,000,000,000.

LEGAL OWNERSHIP

In this prospectus and in any attached prospectus supplement, when we refer to the “holders” of
securities as being entitled to specified rights or payments, we mean only the actual legal holders of
the securities. While you will be the holder if you hold a security registered in your name, more often
than not the registered holder will actually be either a broker, bank, other financial institution or, in the
case of a global security, a depositary. Our obligations, as well as the obligations of the trustee, any
warrant agent, any transfer agent, any registrar, any depositary and any third parties employed by us
or the other entities listed above, run only to persons who are registered as holders of our securities,
except as may be specifically provided for in a warrant agreement, warrant certificate, deposit
agreement or other contract governing the securities. For example, once we make payment to the
registered holder, we have no further responsibility for the payment even if that registered holder is
legally required to pass the payment along to you as a street name customer but does not do so.

If we choose to issue preferred shares or common shares, they may be evidenced by ADRs and you
will hold them indirectly through ADSs. The underlying preferred shares or common shares will be

directly held by a depositary. Your rights and obligations will be determined by reference to the terms
of the relevant deposit agreement. A copy of the deposit agreements, as amended from time to time,
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with respect to our preferred shares and common shares is on file with the SEC and incorporated by
reference in this prospectus. You may obtain copies of the deposit agreements from the SEC’s Public
Reference Room. See “Where You Can Find More Information”.

Street Name and Other Indirect Holders

Holding securities in accounts at banks or brokers is called holding in “street name”. If you hold our
securities in street name, we will recognize only the bank or broker, or the financial institution that the
bank or broker uses to hold the securities, as a holder. These intermediary banks, brokers, other
financial institutions and depositaries pass along principal, interest, dividends and other payments, if
any, on the securities, either because they agree to do so in their customer agreements or because

9
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they are legally required to do so. This means that if you are an indirect holder, you will need to
coordinate with the institution through which you hold your interest in a security in order to determine
how the provisions involving holders described in this prospectus and any prospectus supplement will
actually apply to you. For example, if the debt security in which you hold a beneficial interest in street
name can be repaid at the option of the holder, you cannot redeem it yourself by following the
procedures described in the prospectus supplement relating to that security. Instead, you would need
to cause the institution through which you hold your interest to take those actions on your behalf. Your
institution may have procedures and deadlines different from or additional to those described in the
applicable prospectus supplement.

If you hold our securities in street name or through other indirect means, you should check with the
institution through which you hold your interest in a security to find out:

* how it handles payments and notices with respect to the securities;
» whether it imposes fees or charges;
* how it handles voting, if applicable;

* how and when you should notify it to exercise on your behalf any rights or options that may
exist under the securities;

» whether and how you can instruct it to send you securities registered in your own name so you
can be a direct holder as described below; and

* how it would pursue rights under the securities if there were a default or other event triggering
the need for holders to act to protect their interests.

Global Securities

A global security is a special type of indirectly held security. If we choose to issue our securities, in
whole or in part, in the form of global securities, the ultimate beneficial owners can only be indirect
holders. We do this by requiring that the global security be registered in the name of a financial
institution we select and by requiring that the securities included in the global security not be
transferred to the name of any other direct holder unless the special circumstances described below
occur. The financial institution that acts as the sole direct holder of the global security is called the
“depositary”. Any person wishing to own a security issued in global form must do so indirectly through
an account with a broker, bank or other financial institution that in turn has an account with the
depositary. The prospectus supplement indicates whether the securities will be issued only as global
securities.

As an indirect holder, your rights relating to a global security will be governed by the account rules of
your financial institution and of the depositary, as well as general laws relating to securities transfers.
We will not recognize you as a holder of the securities and instead deal only with the depositary that
holds the global security.
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You should be aware that if our securities are issued only in the form of global securities:

* you cannot have the securities registered in your own name;
* you cannot receive physical certificates for your interest in the securities;

» you will be a street name holder and must look to your own bank or broker for payments on
the securities and protection of your legal rights relating to the securities;

10
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* you may not be able to sell interests in the securities to some insurance companies and other
institutions that are required by law to own their securities in the form of physical certificates;

» the depositary’s policies will govern payments, dividends, transfers, exchange and other
matters relating to your interest in the global security. We, the trustee, any warrant agent, any
transfer agent and any registrar have no responsibility for any aspect of the depositary’s
actions or for its records of ownership interests in the global security. We, the trustee, any
warrant agent, any transfer agent and any registrar also do not supervise the depositary in any
way; and

» the depositary will require that interests in a global security be purchased or sold within its
system using same-day funds for settlement.

In a few special situations described below, a global security representing our securities will terminate
and interests in it will be exchanged for physical certificates representing the securities. After that
exchange, the choice of whether to hold securities directly or in street name will be up to you. You
must consult your bank or broker to find out how to have your interests in the securities transferred to
your name, so that you will be a direct holder.

Unless we specify otherwise in the prospectus supplement, the special situations for termination of a
global security representing our securities are:

» when the depositary notifies us that it is unwilling or unable to continue as depositary and we
do not or cannot appoint a successor depositary within 90 days;

» when we notify the trustee that we wish to terminate the global security; or

» when an event of default on debt securities has occurred and has not been cured. (Defaults
are discussed later under “Description of Debt Securities—Events of Default”.)

The prospectus supplement may also list additional situations for terminating a global security that
would apply only to the particular series of securities covered by the prospectus supplement. When a
global security terminates, the depositary (and not us, the trustee, any warrant agent, any transfer
agent or any registrar) is responsible for deciding the names of the institutions that will be the initial
direct holders.

In the remainder of this document, “you” means direct holders and not street name or other
indirect holders of securities. Indirect holders should read the previous subsection starting on
page 7 entitled “Street Name and Other Indirect Holders”.

11
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DESCRIPTION OF DEBT SECURITIES

The following summary describes certain provisions of the debt securities and the Petrobras or PIFCo
indenture that will govern these debt securities. This summary does not purport to be complete and is
subject to, and qualified in its entirety by reference to, the provisions of such indenture, the debt
securities and the prospectus supplement relating to each series of debt securities.

Indenture

As required by U.S. federal law for all bonds and notes of companies that are publicly offered, any deb
securities that we issue will be governed by a document called an indenture. The indenture is a
contract entered into between any one of us and JPMorgan Chase Bank, which acts as trustee. The
trustee has two main roles:

» first, the trustee can enforce your rights against us if we default, although there are some
limitations on the extent to which the trustee acts on your behalf that are described under
“Default and Related Matters—Events of Default—Remedies if an Event of Default Occurs”;
and

» second, the trustee performs administrative duties for us, such as sending interest payments
to you, transferring your debt securities to a new buyer if you sell and sending notices to you.

The indenture and its associated documents contain the full legal text of the matters described in this
section. We have agreed that New York law governs the indenture and the debt securities. We have
filed a copy of the Petrobras indenture and PIFCo indenture with the SEC as exhibits to our registratior
statement. We have consented to the non-exclusive jurisdiction of any U.S. federal court sitting in the
borough of Manhattan in the City of New York, New York, United States and any appellate court from
any thereof.

Types of Debt Securities

Together or separately, we may issue as many distinct series of debt securities under our indentures
as are authorized by the corporate bodies that are required under applicable law and our corporate
organizational documents to authorize the issuance of debt securities. Specific issuances of debt
securities will also be governed by a supplemental indenture, an officer’s certificate or a document
evidencing the authorization of any such corporate body. This section summarizes material terms of
the debt securities that are common to all series and to each of the Petrobras and PIFCo indentures,
unless otherwise indicated in this section and in the prospectus supplement relating to a particular
series.

Because this section is a summary, it does not describe every aspect of the debt securities. This
summary is subject to and qualified in its entirety by reference to all the provisions of the indenture,
including the definition of various terms used in the indenture. For example, we describe the meanings
for only the more important terms that have been given special meanings in the indenture. We also
include references in parentheses to some sections of the indenture. Whenever we refer to particular
sections or defined terms of the indenture in this prospectus or in any prospectus supplement, those
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sections or defined terms are incorporated by reference herein or in such prospectus supplement.

We may issue the debt securities at par, at a premium or as original issue discount securities, which

are debt securities that are offered and sold at a substantial discount to their stated principal amount.
We may also issue the debt securities as indexed securities or securities denominated in currencies

other than the U.S. dollar, currency units or composite currencies, as described in more
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detail in the prospectus supplement relating to any such debt securities. We will describe the U.S.
federal income tax consequences and any other special considerations applicable to original issue
discount, indexed or foreign currency debt securities in the applicable prospectus supplement(s).

In addition, the material financial, legal and other terms particular to a series of debt securities will be
described in the prospectus supplement(s) relating to that series. Those terms may vary from the
terms described here. Accordingly, this summary also is subject to and qualified by reference to the
description of the terms of the series described in the applicable prospectus supplement(s).

The prospectus supplement relating to a series of debt securities will describe the following terms of
the series:

* the title of the debt securities of the series;

* any limit on the aggregate principal amount of the debt securities of the series (including any
provision for the future offering of additional debt securities of the series beyond any such
limit);

» whether the debt securities will be issued in registered or bearer form;

» whether the debt securities will be accompanied by a standby purchase agreement or
guarantee;

» the date or dates on which the debt securities of the series will mature and any other date or
dates on which we will pay the principal of the debt securities of the series;

» the annual rate or rates, which may be fixed or variable, at which the debt securities will bear
interest, if any, and the date or dates from which that interest will accrue;

» the date or dates on which any interest on the debt securities of the series will be payable and
the regular record date or dates we will use to determine who is entitled to receive interest
payments;

» the place or places where the principal and any premium and interest in respect of the debt
securities of the series will be payable;

» any period or periods during which, and the price or prices at which, we will have the option to
redeem or repurchase the debt securities of the series and the other material terms and
provisions applicable to our redemption or repurchase rights;

* whether the debt securities will be senior or subordinated securities;

» whether the debt securities will be our secured or unsecured obligations;
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» any obligation we will have to redeem or repurchase the debt securities of the series, including
any sinking fund or analogous provision, the period or periods during which, and the price or
prices at which, we would be required to redeem or repurchase the debt securities of the
series and the other material terms and provisions applicable to our redemption or repurchase
obligations;

 if other than $1,000 or an even multiple of $1,000, the denominations in which the series of
debt securities will be issuable;

» if other than U.S. dollars, the currency in which the debt securities of the series will be
denominated or in which the principal of or any premium or interest on the debt securities of
the series will be payable;

» if we or you have a right to choose the currency, currency unit or composite currency in which
payments on any of the debt securities of the series will be made, the currency, currency unit
or composite currency that we or you may elect, the period during which we or you must make
the election and the other material terms applicable to the right to make such elections;
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» if other than the full principal amount, the portion of the principal amount of the debt securities
of the series that will be payable upon a declaration of acceleration of the maturity of the debt
securities of the series;

» any index or other special method we will use to determine the amount of principal or any
premium or interest on the debt securities of the series;

» the applicability of the provisions described under “Defeasance and Discharge”;

» if we issue the debt securities of the series in whole or part in the form of global securities as
described under “Legal Ownership—Global Securities”, the name of the depositary with
respect to the debt securities of the series, and the circumstances under which the global
securities may be registered in the name of a person other than the depositary or its nominee
if other than those described under “Legal Ownership—Global Securities”;

» whether the debt securities will be convertible or exchangeable at your option or at our option
into equity securities, and, if so, the terms and conditions of conversion or exchange;

e any covenants to which we will be subject with respect to the debt securities of the series; and

» any other special features of the debt securities of the series that are not inconsistent with the
provisions of the indenture.

In addition, the prospectus supplement will state whether we will list the debt securities of the series on
any stock exchange(s) and, if so, which one(s).

Additional Mechanics
Form, Exchange and Transfer

The debt securities will be issued, unless otherwise indicated in the applicable prospectus supplement,
in denominations that are even multiples of $1,000 and in global registered form. (Section 3.02)

You may have your debt securities broken into more debt securities of smaller denominations or
combined into fewer debt securities of larger denominations, as long as the total principal amount is
not changed. This is called an exchange. (Section 3.05)

You may exchange or transfer your registered debt securities at the office of the trustee. The trustee
will maintain an office in New York, New York. The trustee acts as our agent for registering debt
securities in the names of holders and transferring registered debt securities. We may change this
appointment to another entity or perform the service ourselves. The entity performing the role of
maintaining the list of registered holders is called the “security registrar”. It will also register transfers of
the registered debt securities. (Section 3.05)

You will not be required to pay a service charge to transfer or exchange debt securities, but you may
be required to pay any tax or other governmental charge associated with the exchange or transfer. The
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transfer or exchange of a registered debt security will only be made if the security registrar is satisfied
with your proof of ownership.

If we designate additional transfer agents, they will be named in the prospectus supplement. We may

cancel the designation of any particular transfer agent. We may also approve a change in the office
through which any transfer agent acts. (Section 10.02)

If the debt securities are redeemable and we redeem less than all of the debt securities of a particular
series, we may block the transfer or exchange of debt securities in order to freeze the list of
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holders to prepare the mailing during the period beginning 15 days before the day we mail the notice o
redemption and ending on the day of that mailing. We may also refuse to register transfers or
exchanges of debt securities selected for redemption. However, we will continue to permit transfers
and exchanges of the unredeemed portion of any debt security being partially redeemed. (Section
3.05)

Payment and Paying Agents

If your debt securities are in registered form, we will pay interest to you if you are a direct holder listed
in the trustee’s records at the close of business on a particular day in advance of each due date for
interest, even if you no longer own the security on the interest due date. That particular day, usually
about two weeks in advance of the interest due date, is called the “regular record date” and will be
stated in the prospectus supplement. (Section 3.07)

We will pay interest, principal, additional amounts and any other money due on the registered debt
securities at the corporate trust office of the trustee in New York City (which is currently located at 450
W. 33rd St., 15th Floor, New York, New York 10001, Attention: Institutional Trust Services) or at the
office of J.P. Morgan Trust Bank Ltd., a bank established under the laws of Japan (which is currently
located at Akasaka Park Building, 13th Floor, 2-20 Akasaka, 5-chome, Minato-ku, Tokyo 107-6151,
Japan). You must make arrangements to have your payments picked up at or wired from that office.
We may also choose to pay interest by mailing checks. Interest on global securities will be paid to the
holder thereof by wire transfer of same-day funds.

Holders buying and selling debt securities must work out between themselves how to compensate for
the fact that we will pay all the interest for an interest period to, in the case of registered debt
securities, the one who is the registered holder on the regular record date. The most common manner
is to adjust the sales price of the debt securities to pro-rate interest fairly between the buyer and seller.
This pro-rated interest amount is called “accrued interest”.

Street name and other indirect holders should consult their banks or brokers for information on
how they will receive payments.

We may also arrange for additional payment offices, and may cancel or change these offices, including
our use of the trustee’s corporate trust office. These offices are called “paying agents”. We may also
choose to act as our own paying agent. We must notify you of changes in the paying agents for the
debt securities of any series that you hold. (Section 10.02)

Notices

We and the trustee will send notices only to direct holders, using their addresses as listed in the
trustee’s records. (Section 1.06)

Regardless of who acts as paying agent, all money that we pay to a paying agent that remains
unclaimed at the end of two years after the amount is due to direct holders will be repaid to us. After
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that two-year period, direct holders may look only to us for payment and not to the trustee, any other
paying agent or anyone else. (Section 10.03)

Special Situations

Mergers and Similar Events

Under the indenture, we are generally permitted to consolidate or merge with another entity. We are
also permitted to sell or lease substantially all of our assets to another entity or to buy or lease
substantially all of the assets of another entity. No vote by holders of debt securities approving any of
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these actions is required, unless as part of the transaction we make changes to the indenture requiring
your approval, as described later under “—Modification and Waiver”. We may take these actions as
part of a transaction involving outside third parties or as part of an internal corporate reorganization.
We may take these actions even if they result in:

a lower credit rating being assigned to the debt securities; or

additional amounts becoming payable in respect of withholding tax, and the debt securities
thus being subject to redemption at our option, as described later under “—Optional Tax
Redemption”.

We have no obligation under the indenture to seek to avoid these results, or any other legal or financia
effects that are disadvantageous to you, in connection with a merger, consolidation or sale or lease of
assets that is permitted under the indenture. However, we may not take any of these actions unless all
the following conditions are met:

If we merge out of existence or sell or lease our assets, the other entity must unconditionally
assume our obligations on the debt securities, including the obligation to pay the additional
amounts described under “Payment of Additional Amounts”. This assumption may be by way
of a full and unconditional guarantee in the case of a sale or lease of substantially all of our
assets.

If such other entity is organized under the laws of a country other than the United States, a
state thereof or Brazil, it must indemnify you against any tax, assessment or governmental
charge or other cost resulting from the transaction.

We must not be in default on the debt securities immediately prior to such action and such
action must not cause a default. For purposes of this no-default test, a default would include
an event of default that has occurred and not been cured, as described later under “Default
and Related Matters—Events of Default—What is An Event of Default?” A default for this
purpose would also include any event that would be an event of default if the requirements for
notice of default or existence of defaults for a specified period of time were disregarded.

The entity to which we sell or lease such assets guarantees our obligations or the entity into
which we merge or consolidate with must execute a supplement to the indenture, known as a
supplemental indenture. In the supplemental indenture, the entity must promise to be bound
by every obligation in the indenture. Furthermore, in this case, the trustee must receive an
opinion of counsel stating that the entity’s guarantees are valid, that certain registration
requirements applicable to the guarantees have been fulfilled and that the supplemental
indenture complies with the Trust Indenture Act of 1939. The entity that guarantees our
obligations must also deliver certain certificates and other documents to the trustee.

We must deliver certain certificates, opinions of our counsel and other documents to the
trustee.
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» |f a transaction of this type occurs with respect to PIFCo, PIFCo must deliver a notice of
describing that transaction to Moody’s to the extent that Moody’s is at that time rating the
PIFCo debt securities.

* We must satisfy any other requirements specified in the prospectus supplement.
(Section 8.01)

It is possible that the U.S. Internal Revenue Service may deem a merger or other similar transaction to
cause for U.S. federal income tax purposes an exchange of debt securities for new securities by the
holders of the debt securities. This could result in the recognition of taxable gain or loss for U.S. federa
income tax purposes and possible other adverse tax consequences.
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Modification and Waiver
There are three types of changes we can make to the indenture and the debt securities.

Changes Requiring Your Approval. First, there are changes that cannot be made to your debt
securities without your specific approval. These are the following types of changes:

» change the stated maturity of the principal, interest or premium on a debt security;
* reduce any amounts due on a debt security;

» change any obligation to pay the additional amounts described under “Payment of Additional
Amounts”;

* reduce the amount of principal payable upon acceleration of the maturity of a debt security
following a default;

* change the place or currency of payment on a debt security;
* impair any of the conversion or exchange rights of your debt security;
* impair your right to sue for payment, conversion or exchange;

* reduce the percentage of holders of debt securities whose consent is needed to modify or
amend the indenture;

* reduce the percentage of holders of debt securities whose consent is needed to waive
compliance with various provisions of the indenture or to waive specified defaults; and

* modify any other aspect of the provisions dealing with modification and waiver of the
indenture. (Section 9.02)

Changes Requiring a Majority Vote. The second type of change to the indenture and the debt
securities is the kind that requires a vote of approval by the holders of debt securities that together
represent a majority of the outstanding principal amount of the particular series affected. Most changes
fall into this category, except for clarifying changes, amendments, supplements and other changes thai
would not adversely affect holders of the debt securities in any material respect. For example, this vote
would be required for us to obtain a waiver of all or part of any covenants described in an applicable
prospectus supplement or a waiver of a past default. However, we cannot obtain a waiver of a
payment default or any other aspect of the indenture or the debt securities listed in the first category
described previously beginning above under “Changes Requiring Your Approval” unless we obtain
your individual consent to the waiver. (Sections 5.13 and 9.02)

Changes Not Requiring Approval. The third type of change does not require any vote by holders o
debt securities. This type is limited to clarifications of ambiguities, omissions, defects and
inconsistencies, amendments, supplements and other changes that would not adversely affect holders
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of the debt securities in any material respect, such as adding covenants, additional events of default or
successor trustees. (Section 9.01)

Further Details Concerning Voting. When taking a vote, we will use the following rules to decide
how much principal amount to attribute to a security:

» For original issue discount securities, we will use the principal amount that would be due and
payable on the voting date if the maturity of the debt securities were accelerated to that date
because of a default.

» Debt securities that we, any of our affiliates and any other obligor under the debt securities
acquire or hold will not be counted as outstanding when determining voting rights.
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» For debt securities whose principal amount is not known (for example, because it is based on
an index), we will use a special rule for that security described in the prospectus supplement
for that security.

» For debt securities denominated in one or more foreign currencies, currency units or
composite currencies, we will use the U.S. dollar equivalent as of the date on which such debt
securities were originally issued.

Debt securities will not be considered outstanding, and therefore will not be eligible to vote, if we have
deposited or set aside in trust for you money for their payment or redemption. Debt securities will also
not be eligible to vote if they have been fully defeased as described under “Defeasance and
Discharge”. (Section 1.01)

We will generally be entitled to set any day as a record date for the purpose of determining the holders
of outstanding debt securities that are entitled to vote or take other action under the indenture. In
limited circumstances, the trustee will be entitled to set a record date for action by holders. If we or the
trustee set a record date for a vote or other action to be taken by holders of a particular series, that
vote or action may be taken only by persons who are holders of outstanding debt securities of that
series on the record date and must be taken within 180 days following the record date or another
period that we or, if it sets the record date, the trustee may specify. We may shorten or lengthen (but
not beyond 180 days) this period from time to time. (Section 1.04)

Street name and other indirect holders should consult their banks or brokers for information on
how approval may be granted or denied if we seek to change the indenture or the debt
securities or request a waiver.

Redemption and Repayment

Unless otherwise indicated in the applicable prospectus supplement, your debt security will not be
entitled to the benefit of any sinking fund; that is, we will not deposit money on a regular basis into any
separate custodial account to repay your debt securities. In addition, other than as set forth in
“Optional Tax Redemption” below, we will not be entitled to redeem your debt security before its stated
maturity unless the applicable prospectus supplement specifies a redemption commencement date.
You will not be entitled to require us to buy your debt security from you, before its stated maturity,
unless the applicable prospectus supplement specifies one or more repayment dates.

If the applicable prospectus supplement specifies a redemption commencement date or a repayment

date, it will also specify one or more redemption prices or repayment prices, which may be expressed
as a percentage of the principal amount of your debt security or by reference to one or more formulae
used to determine the redemption price(s). It may also specify one or more redemption periods during
which the redemption prices relating to a redemption of debt securities during those periods will apply.

If the applicable prospectus supplement specifies a redemption commencement date, we may redeem
your debt security at our option at any time on or after that date. If we redeem your debt security, we
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will do so at the specified redemption price, together with interest accrued to the redemption date. If
different prices are specified for different redemption periods, the price we pay will be the price that
applies to the redemption period during which your debt security is redeemed. If less than all of the
debt securities are redeemed, the trustee will choose the debt securities to be redeemed by lot, or in
the trustee’s discretion, pro rata. (Section 11.03)

If the applicable prospectus supplement specifies a repayment date, your debt security will be
repayable by us at your option on the specified repayment date(s) at the specified repayment price(s),
together with interest accrued and any additional amounts to the repayment date. (Section 11.04)
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In the event that we exercise an option to redeem any debt security, we will give to the trustee and the
holder written notice of the principal amount of the debt security to be redeemed, not less than 30 days
nor more than 60 days before the applicable redemption date. We will give the notice in the manner
described above under “Additional Mechanics—Notices”.

If a debt security represented by a global security is subject to repayment at the holder’s option, the
depositary or its nominee, as the holder, will be the only person that can exercise the right to
repayment. Any indirect holders who own beneficial interests in the global security and wish to
exercise a repayment right must give proper and timely instructions to their banks or brokers through
which they hold their interests, requesting that they notify the depositary to exercise the repayment
right on their behalf. Different firms have different deadlines for accepting instructions from their
customers, and you should take care to act promptly enough to ensure that your request is given effec
by the depositary before the applicable deadline for exercise.

Street name and other indirect holders should contact their banks or brokers for information
about how to exercise a repayment right in a timely manner.

In the event that the option of the holder to elect repayment as described above is deemed to be a
“tender offer” within the meaning of Rule 14e-1 under the Securities Exchange Act of 1934, we will
comply with Rule 14e-1 as then in effect to the extent it is applicable to us and the transaction.

Subject to any restrictions that will be described in the prospectus supplement, we or our affiliates may
purchase debt securities from investors who are willing to sell from time to time, either in the open
market at prevailing prices or in private transactions at negotiated prices. Debt securities that we or
they purchase may, in our discretion, be held, resold or canceled.

Optional Tax Redemption

Unless otherwise indicated in a prospectus supplement, we may have the option to redeem, in whole
but not in part, the debt securities where, as a result of a change in, execution of or amendment to any
laws or treaties or the official application or interpretation of any laws or treaties, we would be required
to pay additional amounts as described later under “Payment of Additional Amounts”. This applies only
in the case of changes, executions or amendments that occur on or after the date specified in the
prospectus supplement for the applicable series of debt securities and in the jurisdiction where we are
incorporated. If succeeded by another entity, the applicable jurisdiction will be the jurisdiction in which
such successor entity is organized, and the applicable date will be the date the entity became a
successor. (Section 11.08)

If the debt securities are redeemed, the redemption price for debt securities (other than original issue
discount debt securities) will be equal to the principal amount of the debt securities being redeemed
plus accrued interest and any additional amounts due on the date fixed for redemption. The
redemption price for original issue discount debt securities will be specified in the prospectus
supplement for such securities. Furthermore, we must give you between 30 and 60 days’ notice before
redeeming the debt securities.
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Conversion

Your debt securities may be convertible into or exchangeable for shares of our capital stock at your
option or at our option, which may be represented by ADSSs, or other securities if your prospectus
supplement so provides. If your debt securities are convertible or exchangeable, your prospectus
supplement will include provisions as to whether conversion or exchange is at your option or at our
option. Your prospectus supplement would also include provisions regarding the adjustment of the
number of securities to be received by you upon conversion or exchange.
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Payment of Additional Amounts

Brazil (including any authority therein or thereof having the power to tax) may require us to withhold
amounts from payments on the principal or any premium or interest on a debt security for taxes or any
other governmental charges. If Brazil requires a withholding of this type, we are required, subject to the
exceptions listed below, to pay you an additional amount so that the net amount you receive will be the
amount specified in the debt security to which you are entitled. However, in order for you to be entitled
to receive the additional amount, you must not be resident of Brazil.

We will not have to pay additional amounts under any of the following circumstances:

The withholding is imposed only because the holder has some connection with Brazil other
than the mere holding of the debt security or the receipt of the relevant payment in respect of
the debt security.

The withholding is imposed due to the presentation of a debt security, if presentation is
required, for payment on a date more than 30 days after the security became due or after the
payment was provided for.

The amount is required to be deducted or withheld by any paying agent from a payment on
or in respect of the debt security, if such payment can be made without such deduction or
withholding by any other payment agent and we duly provide for such other paying agent.

The withholding is on account of an estate, inheritance, gift, sale, transfer, personal property o
similar tax or other governmental charge.

The withholding is for any taxes, duties, assessments or other governmental charges that are
payable otherwise than by deduction or withholding from payments on the debt security.

The withholding is imposed or withheld because the holder or beneficial owner failed to comply
with any of our requests for the following that the statutes, treaties, regulations or
administrative practices of Brazil required as a precondition to exemption from all or part of
such withholding:

—to provide information about the nationality, residence or identity of the holder or beneficial
owner; or

—to make a declaration or satisfy any information requirements.

The holder is a fiduciary or partnership or other entity that is not the sole beneficial owner of
the payment in respect of which the withholding is imposed, and the laws of Brazil require the
payment to be included in the income of a beneficiary or settlor of such fiduciary or a member
of such partnership or another beneficial owner who would not have been entitled to such
additional amounts had it been the holder of such debt security.
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where any additional amounts are imposed on a payment on the debt securities to an
individual and is required to be made pursuant to any European Union directive on the taxatior
of savings income relating to the directive approved by the European Parliament on March 14,
2002, or otherwise implementing the conclusions of the Economic and Financial Council of
Ministers of the member states of the European Union (ECOFIN) Council meeting of

November 26 and 27, 2000 or any law implementing or complying with, or introduced in order
to conform to, any such directive.

The prospectus supplement relating to the debt securities may describe additional circumstances in
which we would not be required to pay additional amounts. (Section 10.04)
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Additional Terms of the PIFCo Debt Securities
The debt securities will have the following basic terms:

* The PIFCo debt securities will have an investment grade rating at issuance from at least one
nationally recognized statistical rating organization as that term is defined under the Securities
Exchange Act of 1934; and

» Payments of amounts due by PIFCo under the debt securities and the PIFCo indenture will be
effectively guaranteed by Petrobras through the operation of a standby purchase agreement
or, in limited circumstances, a guarantee. In each case, any and all payments by Petrobras wil
be made free and clear of and without withholding or deduction of any taxes, subject to certain
limitations and conditions. See “Description of the Standby Purchase Agreements” and
“Description of the Guarantees”.

Restrictive Covenants

The Petrobras indenture does not contain any covenants restricting the ability of Petrobras to make
payments, incur indebtedness, dispose of assets, enter into sale and leaseback transactions, issue
and sell capital stock, enter into transactions with affiliates, create or incur liens on Petrobras’ property
or engage in business other than its present business. Restrictive covenants, if any, with respect to
any securities of Petrobras or PIFCo will be contained in the applicable supplemental indenture and
described in the applicable prospectus supplement with respect to those securities.

Defeasance and Discharge

The following discussion of full defeasance and discharge and covenant defeasance and discharge wil
only be applicable to your series of debt securities if we choose to apply them to that series, in which
case we will state that in the prospectus supplement. (Section 14.01)

Full Defeasance

We can legally release ourselves from any payment or other obligations on the debt securities, except
for various obligations described below (called “full defeasance”), if we, in addition to other actions, put
in place the following arrangements for you to be repaid:

* We must irrevocably deposit in trust for your benefit and the benefit of all other direct holders
of the debt securities a combination of money and U.S. government or U.S. government
agency debt securities or bonds that, in the opinion of a firm of nationally recognized
independent public accounts, will generate enough cash to make interest, principal and any
other payments, including additional amounts, on the debt securities on their various due
dates.
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* We must deliver to the trustee a legal opinion of our counsel, based upon a ruling by the U.
S. Internal Revenue Service or upon a change in applicable U.S. federal income tax law,
confirming that under then current U.S. federal income tax law we may make the above
deposit without causing you to be taxed on the debt securities any differently than if we did not
make the deposit and just repaid the debt securities ourselves.

» |f the debt securities are listed on any securities exchange, we must deliver to the trustee a

legal opinion of our counsel confirming that the deposit, defeasance and discharge will not
cause the debt securities to be delisted. (Section 14.04)

If we ever did accomplish full defeasance as described above, you would have to rely solely on the
trust deposit for repayment on the debt securities. You could not look to us for repayment in the
unlikely event of any shortfall. Conversely, the trust deposit would most likely be protected from claims
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of our lenders and other creditors if we ever become bankrupt or insolvent. However, even if we take
these actions, a number of our obligations relating to the debt securities will remain. These include the
following obligations:

to register the transfer and exchange of debt securities;
to replace mutilated, destroyed, lost or stolen debt securities;
to maintain paying agencies; and

to hold money for payment in trust.

Covenant Defeasance

We can make the same type of deposit described above and be released from all or some of the
restrictive covenants (if any) that apply to the debt securities of any particular series. This is called
“covenant defeasance”. In that event, you would lose the protection of those restrictive covenants but
would gain the protection of having money and securities set aside in trust to repay the debt securities.
In order to achieve covenant defeasance, we must do the following:

We must irrevocably deposit in trust for your benefit and the benefit of all other direct holders
of the debt securities a combination of money and U.S. government or U.S. government
agency debt securities or bonds that, in the opinion of a nationally recognized firm of
independent accountants, will generate enough cash to make interest, principal and any other
payments, including additional amounts, on the debt securities on their various due dates.

We must deliver to the trustee a legal opinion of our counsel confirming that under then curren
U.S. federal income tax law we may make the above deposit without causing you to be taxed
on the debt securities any differently than if we did not make the deposit and just repaid the
debt securities ourselves.

If the debt securities are listed on any securities exchange, we must deliver to the trustee a
legal opinion of our counsel confirming that the deposit, defeasance and discharge will not
cause the debt securities to be delisted. (Section 14.04)

If we accomplish covenant defeasance, the following provisions of the indenture and/or the debt
securities would no longer apply:

Any covenants applicable to the series of debt securities and described in the applicable
prospectus supplement.

The events of default relating to breach of those covenants being defeased and acceleration o
the maturity of other debt, described later under “What Is An Event of Default?”.

If we accomplish covenant defeasance, you can still look to us for repayment of the debt securities if
there were a shortfall in the trust deposit. In fact, if any event of default occurred (such as our
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bankruptcy) and the debt securities become immediately due and payable, there may be such a
shortfall. Depending on the event causing the default, you may not be able to obtain payment of the
shortfall. (Sections 14.03 and 14.04)

Default and Related Matters

Ranking

The applicable prospectus supplement will indicate whether the debt securities are subordinated to any
of our other debt obligations and whether they will be secured by any of our assets. If they are not
subordinated, they will rank equally with all our other unsecured and unsubordinated indebtedness. If
they are not secured, the securities will effectively be subordinate to our secured indebtedness and to
the indebtedness of our subsidiaries.
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Events of Default

You will have special rights if an event of default occurs and is not cured, as described later in this
subsection.

What Is an Event of Default? The term event of default means any of the following:

We do not pay the principal or any premium on a debt security within 14 days of its due date.

We do not pay interest, including any additional amounts, on a debt security within 30 days of
its due date.

We remain in breach of any covenant or any other term of the indenture for 60 days after we
receive a notice of default stating that we are in breach. The notice must be sent by either the
trustee or holders of 25% of the principal amount of debt securities of the affected series.

We remain in default in the conversion of any convertible security of a given series for 30 days
after we receive a notice of default stating that we are in default. The notice must be sent by
either the trustee or the holders of 25% of the principal amount of debt securities of the
affected series.

If the total aggregate principal amount of all of our indebtedness which meets one of the
following conditions equals or exceeds U.S.$100,000,000 (or its equivalent in another
currency):

—the acceleration of any of our indebtedness in accordance with the terms of such
indebtedness, it being understood that prepayment or redemption by us of any indebtedness
is not acceleration for this purpose; and

—we fail to pay any indebtedness when due or, as the case may be, beyond any applicable
grace period specified in the underlying transaction document; and

—we fail to pay when due any amount payable by us under any guarantee for, or indemnity in
respect of, the indebtedness of any other person.

We stop paying or we admit that we are generally unable to pay our debts as they become
due, we are adjudicated or found bankrupt or insolvent or we are ordered by a court or pass a
resolution to dissolve.

We voluntarily commence proceedings under any applicable liquidation, insolvency,
composition, reorganization or any other similar laws, or we file an application for the
appointment of an administrative or other receiver, manager or administrator, or any such or
other similar official, in relation to us.
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* We enter into any composition or other similar arrangement with our creditors under applicable
Brazilian law (such as a concordata, which is a type of liquidation agreement) or a receiver,
administrator or similar person is appointed in relation to, or a distress, execution, attachment,
sequestration or other process is levied, enforced upon, sued out or put in force against, the
whole or a substantial part of our undertakings or assets and is not discharged or removed
within 90 days.

* Any other event of default described in the applicable prospectus supplement occurs.
(Section 5.01)

For these purposes, “indebtedness” means any obligation (whether present or future, actual or
contingent and including any guarantee) for the payment or repayment of money which has been
borrowed or raised (including money raised by acceptances and all leases which, under generally
accepted accounting principles in the United States, would be a capital lease obligation).
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An event of default for a particular series of debt securities does not necessarily constitute an event of
default for any other series of debt securities issued under the indenture, although the default and
acceleration of one series of debt securities may trigger a default and acceleration of another series of
debt securities.

Remedies if an Event of Default Occurs. If an event of default has occurred and has not been
cured, the trustee or the holders of 25% in principal amount of the debt securities of the affected series
may declare the entire principal amount of all the debt securities of that series to be due and
immediately payable. This is called a declaration of acceleration of maturity. If an event of default
occurs because of certain events in bankruptcy, insolvency or reorganization, or an equivalent
proceeding under Brazilian law, the principal amount of all the debt securities of that series will be
automatically accelerated without any action by the trustee, any holder or any other person. A
declaration of acceleration of maturity may be canceled by the holders of at least a majority in principal
amount of the debt securities of the affected series. (Section 5.02)

Except in cases of default, where the trustee has some special duties, the trustee is not required to
take any action under the indenture at the request of any holders unless the holders offer the trustee
reasonably satisfactory protection from expenses and liability. This protection is called an “indemnity”.
(Section 6.03) If reasonable indemnity is provided, the holders of a majority in principal amount of the
outstanding debt securities of the relevant series may direct the time, method and place of conducting
any lawsuit or other formal legal action seeking any remedy available to the trustee. These majority
holders may also direct the trustee in performing any other action under the indenture. (Section 5.12)
Before you bypass the trustee and bring your own lawsuit or other formal legal action or take other
steps to enforce your rights or protect your interests relating to the debt securities, the following must
occur:

* You must give the trustee written notice that an event of default has occurred and remains
uncured.

» The holders of 25% in principal amount of all outstanding debt securities of the relevant series
must make a written request that the trustee take action because of the default, and must offer
satisfactory indemnity to the trustee against the cost and other liabilities of taking that action.

» The trustee must have not taken action for 60 days after receipt of the above notice and offer
of indemnity.

» The holders of a majority in principal amount of all outstanding debt securities of the relevant
series must not have given the trustee a direction that is inconsistent with the above notice.
(Section 5.07)

However, you are entitled at any time to bring a lawsuit for the payment of money due on your debt
security on or after its due date and if your debt security is convertible or exchangeable into another
security to bring a lawsuit for the enforcement of your right to convert or exchange your debt security o
to receive securities upon conversion or exchange. (Section 5.08)
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Street name and other indirect holders should consult their banks or brokers for information on
how to give notice or direction to or make a request of the trustee and to make or cancel a
declaration of acceleration.

We will furnish to the trustee within 90 days after the end of our fiscal year every year a written
statement of certain of our officers that will either certify that, to the best of their knowledge, we are in
compliance with the indenture and the debt securities or specify any default. (Section 10.05) In
addition, we will notify the trustee within 15 days (or promptly in the case of certain bankruptcy-related
events of default) after becoming aware of the occurrence of any event of default.
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Regarding the Trustee

We and some of our subsidiaries maintain banking relations with the trustee in the ordinary course of
our business.

If an event of default occurs, or an event occurs that would be an event of default if the requirements
for giving us default notice or our default having to exist for a specified period of time were
disregarded, the trustee may be considered to have a conflicting interest with respect to the debt
securities or the indenture for purposes of the Trust Indenture Act of 1939. In that case, the trustee
may be required to resign as trustee under the applicable indenture and we would be required to
appoint a successor trustee.
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DESCRIPTION OF MANDATORY CONVERTIBLE SECURITIES

We may issue mandatorily convertible securities under which holders receive a specified number of
our common shares or preferred shares at a future date or dates. The price per mandatory convertible
security and the number of common shares or preferred shares, as the case may be, that holders
receive at maturity may be fixed at the time mandatory convertible securities are issued or may be
determined by reference to a specific formula set forth in the mandatory convertible security. The
mandatory convertible securities also may require us to make periodic payments to the holders of the
mandatory convertible securities, and such payments may be secured.

The applicable prospectus supplement will describe the terms of the mandatory convertible securities.
The description in the prospectus supplement will not necessarily be complete, and reference will be
made to the mandatory convertible securities, and, if applicable, collateral, depositary or custodial
arrangements, relating to the mandatory convertible securities. Material U.S. and Brazilian federal
income tax considerations applicable to the holders of the mandatory convertible securities will also be
discussed in the applicable prospectus supplement.

26

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (174 of 219)7/2/03 6:00:05 AM



Prospectus Supplement

DESCRIPTION OF WARRANTS

We may issue warrants to purchase our debt securities, preferred shares (which may be in the form of
ADSSs) or common shares (which may be in the form of ADSs). Warrants may be issued independently
or together with any securities and may be attached to or separate from those securities. Each series
of warrants will be issued under a separate warrant agreement to be entered into by us and a bank or
trust company, as warrant agent, all as will be set forth in the applicable prospectus supplement.

Debt Warrants

The following briefly summarizes the material terms that will generally be included in a debt warrant
agreement. However, we may include different terms in the debt warrant agreement for any particular
series of debt warrants and such other terms and all pricing and related terms will be disclosed in the
applicable prospectus supplement. You should read the particular terms of any debt warrants that are
offered by us and the related debt warrant agreement which will be described in more detail in the
applicable prospectus supplement. The prospectus supplement will also state whether any of the
generalized provisions summarized below do not apply to the debt warrants being offered.

General

We may issue warrants for the purchase of our debt securities. As explained below, each debt warrant
will entitle its holder to purchase debt securities at an exercise price set forth in, or to be determined as
set forth in, the applicable prospectus supplement. Debt warrants may be issued separately or togethe
with debt securities.

The debt warrants are to be issued under debt warrant agreements to be entered into by us and one ol
more banks or trust companies, as debt warrant agent, all as will be set forth in the applicable
prospectus supplement. At or around the time of an offering of debt warrants, a form of debt warrant
agreement, including a form of debt warrant certificate representing the debt warrants, reflecting the
alternative provisions that may be included in the debt warrant agreements to be entered into with
respect to particular offerings of debt warrants, will be filed by amendment as an exhibit to the
registration statement of which this prospectus forms a patrt.

Terms of the Debt Warrants to Be Described In the Prospectus Supplement

The particular terms of each issue of debt warrants, the debt warrant agreement relating to such debt
warrants and such debt warrant certificates representing debt warrants will be described in the
applicable prospectus supplement. This description will include:

* the initial offering price;

» the currency, currency unit or composite currency in which the exercise price for the debt
warrants is payable;

» the title, aggregate principal amount and terms of the debt securities that can be purchased
upon exercise of the debt warrants;
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» the title, aggregate principal amount and terms of any related debt securities with which the
debt warrants are issued and the number of the debt warrants issued with each debt security;

» if applicable, whether and when the debt warrants and the related debt securities will be
separately transferable;

» the principal amount of debt securities that can be purchased upon exercise of each debt
warrant and the exercise price;
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» the date on or after which the debt warrants may be exercised and any date or dates on which
this right will expire in whole or in part;

» if applicable, a discussion of material U.S. federal and Brazilian income tax, accounting or
other considerations applicable to the debt warrants;

» whether the debt warrants will be issued in registered or bearer form, and, if registered, where
they may be transferred and registered,;

* the maximum or minimum number of debt warrants that you may exercise at any time; and

any other terms of the debt warrants.

You may exchange your debt warrant certificates for new debt warrant certificates of different
denominations but they must be exercisable for the same aggregate principal amount of debt
securities. If your debt warrant certificates are in registered form, you may present them for registration
of transfer at the corporate trust office of the debt warrant agent or any other office indicated in the
applicable prospectus supplement. Except as otherwise indicated in a prospectus supplement, before
the exercise of debt warrants, holders of debt warrants will not be entitled to payments of principal or
any premium or interest on the debt securities that can be purchased upon such exercise, or to enforce
any of the covenants in the indenture relating to the debt securities that may be purchased upon such
exercise.

Exercise of Debt Warrants

Unless otherwise provided in the applicable prospectus supplement, each debt warrant will entitle the
holder to purchase a principal amount of debt securities for cash at an exercise price in each case that
will be set forth in, or to be determined as set forth in, the applicable prospectus supplement. Debt
warrants may be exercised at any time up to the close of business on the expiration date specified in
the applicable prospectus supplement. After the close of business on the expiration date or any later
date to which we extend the expiration date, unexercised debt warrants will become void.

Debt warrants may be exercised as set forth in the prospectus supplement applicable to the particular
debt warrants. Upon delivery of payment of the exercise price and the debt warrant certificate properly
completed and duly executed at the corporate trust office of the debt warrant agent or any other office
indicated in the applicable prospectus supplement, we will, as soon as practicable, forward the debt
securities that can be purchased upon such exercise of the debt warrants to the person entitled to
them. If fewer than all of the debt warrants represented by the debt warrant certificate are exercised, a
new debt warrant certificate will be issued for the remaining unexercised debt warrants. Holders of
debt warrants will be required to pay any tax or governmental charge that may be imposed in
connection with transferring the underlying debt securities in connection with the exercise of the debt
warrants.
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Street name and other indirect holders of debt warrants should consult their bank or brokers
for information on how to exercise their debt warrants.

Modification and Waiver

There are three types of changes we can make to the debt warrant agreement and the debt warrants
of any series.

Changes Requiring Your Approval. First, there are changes that cannot be made to your debt
warrants or the debt warrant agreement under which they were issued without your specific approval.
These are the following types of changes:

* any increase in the exercise price;
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* any impairment of your ability to exercise the warrant;

» any decrease in the principal amount of debt securities that can be purchased upon exercise
of any debt warrant;

* any reduction of the period of time during which the debt warrants may be exercised,

» any other change that materially and adversely affects the exercise rights of a holder of debt
warrant certificates or the debt securities that can be purchased upon such exercise; and

» any reduction in the number of outstanding unexercised debt warrants whose consent is
required for any modification or amendment described under “Changes Requiring a Majority
Vote”.

Changes Requiring a Majority Vote. The second type of change to the debt warrant agreement or
debt warrants of any series is the kind that requires a vote of approval by the holders of not less than a
majority in number of the then outstanding unexercised debt warrants of that series. This category
includes all changes other than those listed above under “Changes Requiring Your Approval’ or
changes that would not adversely affect holders of debt warrants or debt securities in any material
respect.

Changes Not Requiring Approval. The third type of change does not require any vote or consent by
the holders of debt warrant certificates. This type is limited to clarifications and other changes that
would not adversely affect such holders in any material respect.

Street name and other indirect holders of debt warrants should consult their bank or brokers
for information on how approval may be granted or denied if we seek to change your debt
warrants or the debt warrant agreement under which they were issued or request a waiver.

Merger, Consolidation, Sale or Other Dispositions

Unless otherwise indicated in a prospectus supplement, under the debt warrant agreement for each
series of debt warrants, we may consolidate with, or sell, convey or lease all or substantially all of our
assets to, or merge with or into, any other corporation or firm to the extent permitted by the indenture
for the debt securities that can be purchased upon exercise of such debt warrants. If we consolidate
with or merge into, or sell, lease or otherwise dispose of all or substantially all of our assets to, another
corporation or firm, that corporation or firm must become legally responsible for our obligations under
the debt warrant agreements and debt warrants. If we sell or lease substantially all of our assets, one
way the other firm or company can become legally responsible for our obligations is by way of a full
and unconditional guarantee of our obligations. If the other company becomes legally responsible by a
means other than a guarantee, we will be relieved from all such obligations.

Enforceability of Rights; Governing Law
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The debt warrant agent will act solely as our agent in connection with the issuance and exercise of
debt warrants and will not assume any obligation or relationship of agency or trust for or with any
holder of a debt warrant certificate or any owner of a beneficial interest in debt warrants. The holders o
debt warrant certificates, without the consent of the debt warrant agent, the trustee, the holder of any
debt securities issued upon exercise of debt warrants or the holder of any other debt warrant
certificates, may, on their own behalf and for their own benefit, enforce, and may institute and maintain
any suit, action or proceeding against us to enforce, or otherwise in respect of, their rights to exercise
debt warrants evidenced by their debt warrant certificates. Except as may otherwise be provided in the
applicable prospectus supplement, each issue of debt warrants and the related debt warrant
agreement will be governed by the laws of the State of New York.
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Equity Warrants

The following briefly summarizes the material terms that will generally be included in an equity warrant
agreement. However, we may include different terms in the equity warrant agreement for any particulal
series of equity warrants and such other terms and all pricing and related terms will be disclosed in the
applicable prospectus supplement. You should read the particular terms of any equity warrants that are
offered by us and the related equity warrant agreement which will be described in more detail in the
applicable prospectus supplement. The prospectus supplement will also state whether any of the
general provisions summarized below do not apply to the equity warrants being offered.

General

We may issue warrants for the purchase of our equity securities (i.e., our common shares and
preferred shares, which may be in the form of ADSs). As explained below, each equity warrant will
entitle its holder to purchase equity securities at an exercise price set forth in, or to be determined as
set forth in, the applicable prospectus supplement. Equity warrants may be issued separately or
together with equity securities.

We may issue equity warrants in connection with preemptive rights of our shareholders in connection
with any capital increase, and in those circumstances we may choose to issue equity warrants in
uncertificated form to the extent permitted by Brazilian law. In addition, if any equity warrants are
offered in connection with preemptive rights, we may exclude holders resident in the United States
from that offering to the extent permitted by Brazilian law. Equity warrants (other than equity warrants
issued in connection with preemptive rights) are to be issued under equity warrant agreements to be
entered into by us and one or more banks or trust companies, as equity warrant agent, all as will be se
forth in the applicable prospectus supplement. At or around the time of an offering of equity warrants, &
form of equity warrant agreement, including a form of equity warrant certificate representing the equity
warrants, reflecting the alternative provisions that may be included in the equity warrant agreements to
be entered into with respect to particular offerings of equity warrants, will be filed by amendment as an
exhibit to the registration statement of which this prospectus forms a part.

Terms of the Equity Warrants to Be Described in the Prospectus Supplement

The particular terms of each issue of equity warrants, the equity warrant agreement (if any) relating to
such equity warrants and the equity warrant certificates (if any) representing such equity warrants will
be described in the applicable prospectus supplement. This description will include:

» the initial offering price;

» the currency, currency unit or composite currency in which the exercise price for the equity
warrants is payable;

» the designation and terms of the equity securities (i.e., preferred shares or common shares)
that can be purchased upon exercise of the equity warrants;
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» the total number of preferred shares or common shares that can be purchased upon exercise
of each equity warrant and the exercise price;

» the date or dates on or after which the equity warrants may be exercised and any date or
dates on which this right will expire in whole or in part;

» the designation and terms of any related preferred shares or common shares with which the
equity warrants are issued and the number of the equity warrants issued with each preferred
share or common share;
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» if applicable, whether and when the equity warrants and the related preferred shares or
common shares will be separately transferable;

» whether the equity warrants will be in registered or bearer form;

» if applicable, a discussion of material U.S. federal and Brazilian income tax, accounting or
other considerations applicable to the equity warrants; and

* any other terms of the equity warrants, including terms, procedures and limitations relating to
the exchange and exercise of the equity warrants.

You may exchange your equity warrant certificates for new equity warrant certificates of different
denominations but they must be exercisable for the same aggregate principal amount of equity
securities. If your equity warrant certificates are in registered form, you may present them for
registration of transfer and exercise them at the corporate trust office of the equity warrant agent or an\
other office indicated in the applicable prospectus supplement. Unless otherwise indicated in a
prospectus supplement, before the exercise of equity warrants, holders of equity warrants will not be
entitled to receive dividends or exercise voting rights with respect to the equity securities that can be
purchased upon such exercise, to receive notice as shareholders with respect to any meeting of
shareholders for the election of our directors or any other matter, or to exercise any rights whatsoever
as a shareholder.

Unless the applicable prospectus supplement states otherwise, the exercise price payable and the
number of common shares or preferred shares that can be purchased upon the exercise of each equity
warrant (other than equity warrants issued in connection with preemptive rights) will be subject to
adjustment in certain events, including the issuance of a stock dividend to holders of common shares
or preferred shares or a stock split, reverse stock split, combination, subdivision or reclassification of
common shares or preferred shares. Instead of adjusting the number of common shares or preferred
shares that can be purchased upon exercise of each equity warrant, we may elect to adjust the
number of equity warrants. No adjustments in the number of shares that can be purchased upon
exercise of the equity warrants will be required until cumulative adjustments require an adjustment of
at least 1% of those shares. We may, at our option, reduce the exercise price at any time. We will not
issue fractional shares or ADSs upon exercise of equity warrants, but we will pay the cash value of any
fractional shares otherwise issuable.

Notwithstanding the previous paragraph, if there is a consolidation, merger or sale or conveyance of
substantially all of our property, the holder of each outstanding equity warrant will have the right to the
kind and amount of shares and other securities and property (including cash) receivable by a holder of
the number of common shares or preferred shares into which that equity warrant was exercisable
immediately prior to the consolidation, merger, sale or conveyance.

Exercise of Equity Warrants

Unless otherwise provided in the applicable prospectus supplement, each equity warrant will entitle the
holder to purchase a number of equity securities for cash at an exercise price in each case that will be
set forth in, or to be determined as set forth in, the prospectus supplement. Equity warrants may be
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exercised at any time up to the close of business on the expiration date specified in the applicable
prospectus supplement. After the close of business on the expiration date or any later date to which we
extend the expiration date, unexercised equity warrants will become void. Equity warrants for the
purchase of preferred shares or common shares may be issued in the form of ADSs.

Equity warrants may be exercised as set forth in the prospectus supplement applicable to the particula
equity warrants. Upon delivery of payment of the exercise price, delivery of the equity warrant
certificate (if any) properly completed and duly executed at the corporate trust office of the
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equity warrant agent or any other office indicated in the applicable prospectus supplement and
satisfaction of any other applicable requirements specified in the applicable prospective supplement,
we will, as soon as practicable, forward the equity securities that can be purchased upon such exercise
of the equity warrants to the person entitled to them. If fewer than all of the equity warrants
represented by the equity warrant certificate are exercised, a new equity warrant certificate will be
issued for the remaining equity warrants. Holders of equity warrants will be required to pay any tax or
governmental charge that may be imposed in connection with transferring the underlying equity
securities in connection with the exercise of the equity warrants.

Street name and other indirect holders of equity warrants should consult their bank or brokers
for information on how to exercise their equity warrants.

Modification and Waiver

There are three types of changes we can make to the equity warrant agreement and the equity
warrants of any series.

Changes Requiring Your Approval. First, there are changes that cannot be made to your equity
warrants or the equity warrant agreement under which they were issued without your specific approval.
These are the following types of changes:

* any increase in the exercise price;
* any impairment of your ability to exercise the warrant;

* any decrease in the total number of preferred shares or common shares that can be
purchased upon exercise of any equity warrant;

* any reduction of the period of time during which the equity warrants may be exercised;

» any other change that materially and adversely affects the exercise rights of a holder of equity
warrant certificates or the equity securities that can be purchased upon such exercise; and

* any reduction in the number of outstanding unexercised equity warrants whose consent is
required for any modification or amendment described under “—Changes Requiring a Majority
Vote”.

Changes Requiring a Majority Vote. The second type of change to the equity warrant agreement or
equity warrants of any series is the kind that requires a vote of approval by the holders of not less than
a majority in number of the then outstanding unexercised equity warrants of that series. This category
includes all changes other than those listed above under “—Changes Requiring Your Approval’ or
changes that would not adversely affect holders of equity warrants in any material respect.

Changes Not Requiring Approval. The third type of change does not require any vote or consent by
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the holders of equity warrant certificates. This type is limited to clarifications, amendments, supplement
and other changes that would not adversely affect such holders in any material respect.

Street name and other indirect holders of equity warrants should consult their bank or
brokers for information on how approval may be granted or denied if we seek to change
your equity warrants or the equity warrant agreement under which they were issued or
request a waiver.
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Merger, Consolidation, Sale or Other Dispositions

Unless otherwise indicated in a prospectus supplement, under the equity warrant agreement for each
series of equity warrants, we may consolidate with, or sell, convey or lease all or substantially all of our
assets to, or merge with or into, any other corporation or firm to the extent permitted by the terms of
the equity securities that can be purchased upon exercise of such equity warrants. If we consolidate
with or merge into, or sell, lease or otherwise dispose of all or substantially all of our assets to, another
corporation or firm, that corporation or firm must become legally responsible for our obligations under
the equity warrant agreements and equity warrants and we will be relieved from all such obligations.

Enforceability of Rights; Governing Law

The equity warrant agent will act solely as our agent in connection with the issuance and exercise of
equity warrants and will not assume any obligation or relationship of agency or trust for or with any
holder of an equity warrant certificate or any owner of a beneficial interest in equity warrants. The
holders of equity warrant certificates, without the consent of the equity warrant agent, the holder of any
equity securities issued upon exercise of equity warrants or the holder of any other equity warrant
certificates, may, on their own behalf and for their own benefit, enforce, and may institute and maintain
any suit, action or proceeding against us to enforce, or otherwise in respect of, their rights to exercise
equity warrants evidenced by their equity warrant certificates. Except as may otherwise be provided in
the applicable prospectus supplement, each issue of equity warrants and the related equity warrant
agreement will be governed by the laws of the State of New York.
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DESCRIPTION OF THE STANDBY PURCHASE AGREEMENTS

The following description of the terms and provisions of the standby purchase agreements summarizes
the general terms that will apply to each standby purchase agreement that Petrobras delivers in
connection with an issuance of debt securities by PIFCo. When PIFCo sells a series of its debt
securities, Petrobras may execute and deliver a standby purchase agreement relating to that series of
debt securities for the benefit of the holders of that series of debt securities.

Pursuant to the standby purchase agreements, Petrobras will agree, from time to time upon the receipt
of notice from the trustee that PIFCo has failed to make the required payments under a series of debt
securities and the PIFCo indenture, to purchase your claims against PIFCo, whether those claims are
for principal, interest or any other amounts. The purchase price to be paid by us will be an amount
equal to the amount of those claims plus interest thereon from the date PIFCo was otherwise obligated
to make its payments under the PIFCo indenture to the date Petrobras actually makes payment under
the standby purchase agreement. Petrobras will be obligated to make the payments by the expiration
of any applicable grace periods under the PIFCo indenture. Petrobras may defer its obligation under
the standby purchase agreement to make payments under certain circumstances described in the
applicable prospectus supplement.

The description in the prospectus supplement will not necessarily be complete and reference will be
made to the standby purchase agreement. Certain U.S. federal and Brazilian income tax
considerations applicable to the holders of PIFCo debt securities that benefit from a standby purchase
agreement delivered by Petrobras will also be discussed in the applicable prospectus supplement.
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DESCRIPTION OF THE GUARANTEES

The following description of the terms and provisions of the guarantees summarizes the general terms
that will apply to each guarantee that we deliver in connection with an issuance of debt securities by
PIFCo. When PIFCo sells a series of its debt securities, Petrobras may, in limited circumstances,
execute and deliver a guarantee of that series of debt securities under a guarantee agreement for the
benefit of the holders of that series of debt securities.

Pursuant to any guarantee, Petrobras will agree, from time to time upon the receipt of notice from the
trustee that PIFCo has failed to make the required payments under a series of debt securities and the
PIFCo indenture, to indemnify you for unpaid claims against PIFCo, whether those claims are in
respect of principal, interest or any other amounts. The amount to be paid by Petrobras under the
guarantee will be an amount equal to the amount of those claims plus interest thereon from the date
PIFCo was otherwise obligated to make its payments under the PIFCo indenture to the date Petrobras
actually makes payment under the guarantee. Petrobras will be obligated to make these payments by
the expiration of any applicable grace periods under the PIFCo indenture. Petrobras may defer its
obligation under the guarantee to make payments under certain circumstances described in the
applicable prospectus supplement.

Only one guarantee will be issued by Petrobras in connection with the issuance of a series of debt
securities by PIFCo. Each guarantee agreement will be qualified as an indenture under the Trust
Indenture Act of 1939. Unless the applicable prospectus supplement states otherwise, JPMorgan
Chase Bank will act as guarantee trustee under each guarantee agreement.

The description in the prospectus supplement will not necessarily be complete, and reference will be
made to the guarantee agreement. Certain U.S. federal and Brazilian income tax considerations
applicable to the holders of PIFCo debt securities guaranteed by Petrobras will also be discussed in
the applicable prospectus supplement.

35

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (189 of 219)7/2/03 6:00:05 AM



Prospectus Supplement

DESCRIPTION OF AMERICAN DEPOSITARY RECEIPTS
General

Citibank, NA. has agreed to act as the depositary for the American depositary shares. Citibank’s
depositary offices are located at 111 Wall Street, New York, New York 10005. American depositary
shares are frequently referred to as ADSs and represent ownership interests in securities that are on
deposit with the depositary. ADSs are normally represented by certificates that are commonly known
as American depositary receipts or ADRs. The depositary has appointed a custodian to safekeep the
securities on deposit. In this case, the custodian is Camara de Liquidagcéo e Custédia do Rio do
Janeiro, located at Praca XV de Novembro, 20-7th floor—Rio de Janeiro—RJ 20010-010, Brazil.

Petrobras appointed Citibank as depositary under the terms of a deposit agreement for the common
shares, dated July 14, 2000. Petrobras appointed Citibank as depositary under the terms of an
amended and restated deposit agreement for the preferred shares, dated February 21, 2001, as
amended by Amendment No. 1, dated March 23, 2001, to the amended and restated deposit
agreement. A copy of each of these agreements is on file with the Securities and Exchange
Commission under cover of a registration statement on Form F-6. You may obtain a copy of each such
agreement from the Securities and Exchange Commission’s Public Reference Room. See “Where You
Can Find Additional Information.” Please refer to Registration Number 333-12298 for the common
shares deposit agreement; to Registration Number 333-13168 for the amended and restated deposit
agreement; and to Registration Number 333-13660 for Amendment No. 1 to the amended and restatec
deposit agreement, when retrieving your copy.

Petrobras is providing you with a summary description of the material terms of the ADSs and of your
material rights as an owner of ADSs. Your rights and obligations as an owner of ADSs will be
determined by reference to the terms of the applicable deposit agreement and not by this summary.
This summary is not intended as a substitute for the applicable deposit agreement. Petrobras urges
you to review the applicable deposit agreement in its entirety.

Each ADS represents one of Petrobras’ preferred shares or common shares on deposit with the
custodian. An ADS will also represent any other property received by the depositary or the custodian
on behalf of the owner of the ADS but that has not been distributed to the owners of ADSs because of
legal restrictions or practical considerations.

If you become an owner of ADSs, you will become a party to the applicable deposit agreement and
therefore will be bound by its terms and to the terms of the ADR that represents your ADSs. The
applicable deposit agreement and the ADR specify Petrobras’ rights and obligations as well as your
rights and obligations and those of the depositary. As an ADS holder you have agreed to appoint the
depositary to act on your behalf in certain circumstances. The deposit agreements and the ADRs are
governed by New York law. However, Petrobras’ obligations to the holders of the preferred shares and
common shares will continue to be governed by the laws of Brazil, which may be different from the
laws in the United States.

As an owner of ADSs, your ADSs may be represented either by an ADR registered in your name or
through a brokerage or safekeeping account. If you decide to hold your ADSs through your brokerage
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or safekeeping account, you must rely on the procedures of your broker or bank to assert your rights
as an ADS owner. Please consult with your broker or bank to determine what those procedures are.
This summary description assumes you have opted to own the ADSs directly by means of an ADR
registered in your name and, as such, Petrobras will refer to you as the “holder.” When Petrobras
refers to “you,” Petrobras assumes the reader owns ADSs and will own ADSs at the relevant time.
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Dividends and Distributions

As a holder, you will generally have the right to receive the distributions Petrobras makes on the
securities deposited with the custodian bank. Your receipt of these distributions may be limited,
however, by practical considerations and legal limitations. You will receive distributions under the
terms of the applicable deposit agreement in proportion to the number of ADSs held as of a specified
record date.

Distributions of Cash. Whenever Petrobras makes a cash distribution for the securities on deposit
with the custodian, it will notify the depositary. Upon receipt of that notice the depositary will arrange
for the funds to be converted into U.S. dollars and for the distribution of the U.S. dollars to the holders,
subject to Brazilian laws and regulations.

The conversion into U.S. dollars will take place only if practicable and if the U.S. dollars are
transferable to the United States. The depositary will reduce the distribution of cash to holders by
applicable fees, expenses, taxes and governmental charges payable by holders under the terms of the
applicable deposit agreement. The depositary will apply the same method for distributing the proceeds
of the sale of any property (such as undistributed rights) held by the custodian in respect of securities
on deposit.

Distributions of Shares. Whenever Petrobras makes a distribution consisting of a dividend and a
free distribution of preferred shares or common shares on securities on deposit with the custodian, it
will notify the depositary and deposit the applicable number of preferred shares or common shares witt
the custodian. Upon receipt of notice of such deposit the depositary will either distribute to holders new
ADSs representing the aggregate preferred shares or common shares deposited or modify the ratio of
ADSs to preferred shares or common shares, in which case each ADS you already hold will represent
rights and interests in the additional preferred shares or common shares deposited. Only whole new
ADSs will be distributed. Fractional entittements will be sold and the proceeds of the sale will be
distributed to holders as in the case of a cash distribution described above.

The distribution of new ADSs or the modification of the ADS-to-share ratio upon a distribution of
preferred shares or common shares will be reduced by applicable fees, expenses, taxes and
governmental charges payable by holders under the terms of the deposit agreement. In order to pay
the taxes or governmental charges, the depositary may sell all or a portion of the new preferred shares
or common shares so distributed.

No distribution of new ADSs as described above will be made if it would violate the U.S. securities
laws, or any other law, or if it is not operationally practicable. If the depositary does not distribute new
ADSs as described above, it will use its best efforts to sell the preferred shares or common shares
received and will distribute the proceeds of the sale as in the case of a distribution of cash.

Distributions of Rights. If Petrobras distributes rights to subscribe for additional preferred shares or
common shares, it will give at least 60 days prior notice to the depositary and it will assist the
depositary in determining whether it is lawful and reasonably practicable to make these additional
rights available to holders.
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The depositary will establish procedures for the distribution of rights to purchase additional ADSs to
holders and to enable holders to exercise rights when lawful and reasonably practicable. You may
have to pay fees, expenses, taxes and other governmental charges to subscribe for the new ADSs
upon the exercise of your right. The depositary is not obligated to make available to holders of rights a

method to exercise rights to subscribe to preferred shares or common shares directly rather than
American depositary shares.
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The depositary will not distribute rights to you if:

» Petrobras does not timely request that the rights be distributed to you or it requests that the
rights not be distributed to you; or

» Petrobras fails to deliver satisfactory documents to the depositary; or
* itis not reasonably practicable to distribute the rights.

The depositary will sell rights that are not exercised or distributed if the sale is lawful and reasonably
practicable. The proceeds of the sale will be distributed to holders as in the case of a cash distribution
described above. If the depositary is unable to sell the rights, it will allow the rights to lapse.

Elective Distribution. If Petrobras distributes a dividend payable at the election of shareholders
either in cash or in additional shares, it will give prior notice to the depositary and it will indicate
whether it wishes the elective distribution to be made available to you. In this case, Petrobras will
assist the depositary in determining whether the distribution is lawful and reasonably practicable.

The depositary will make the election available to you only if it is reasonably practical and if Petrobras
has provided all of the documentation contemplated in the applicable deposit agreement. In this case,
the depositary will establish procedures to enable you to elect to receive either cash or additional
ADSs, in each case, as described in the applicable deposit agreement.

If the election is not made available to you, you will receive either cash or additional ADSs, depending
on what a shareholder in Brazil would receive upon failing to make an election, as described more fully
in the applicable deposit agreement.

Other Distributions. If Petrobras distributes property other than cash, preferred shares, rights to
purchase preferred shares, common shares or rights to purchase additional common shares, it will
notify the depositary in advance and will indicate whether it wishes the distribution to be made to you. |
so, Petrobras will assist the depositary in determining whether the distribution to holders is lawful and
reasonably practicable.

If it is reasonably practicable to distribute the property to you and if Petrobras provides all of the
documentation contemplated in the applicable deposit agreement, the depositary will distribute the
property to the holders in a manner it deems practicable.

The distribution will be reduced by any applicable fees, expenses, taxes and governmental charges
payable by holders under the terms of the applicable deposit agreement. In order to pay the taxes and
governmental charges, the depositary may sell all or a portion of the property received.

The depositary will not distribute the property to you and will sell the property if:

» Petrobras does not request that the property be distributed to you or if it asks that the property
not be distributed to you; or
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» Petrobras does not deliver satisfactory documents to the depositary; or

» the depositary determines that all or a portion of the distribution to you is not reasonably
practicable.

The proceeds of the sale will be distributed to holders as in the case of a cash distribution as describec
above.
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Redemption

If Petrobras decides to redeem any of the securities on deposit with the custodian, it will notify the
depositary at least 60 days prior to the date of redemption. If it is reasonably practicable and if
Petrobras provides all of the documentation contemplated in the applicable deposit agreement, the
depositary will provide the holder with notice of the proposed redemption.

The custodian will be instructed to surrender the shares being redeemed against payment of the
applicable redemption price. After the redemption has taken place, the depositary will convert, transfer
and distribute the proceeds, reduced by any applicable fees, expenses, taxes and other government
charges. The depositary will then retire the ADSs and cancel the ADRs. If less than all of the
outstanding ADSs are being redeemed, the ADSs to be retired will be selected by lot or on a pro rata
basis, as may be determined by the depositary.

Changes Affecting the Preferred Shares and Common Shares

The preferred shares or common shares held on deposit for your ADSs may be affected by changes
from time to time. For example, there may be a change in nominal or par value, a split-up, cancellation
consolidation or reclassification of such preferred shares or common shares or a recapitalization,
reorganization, merger, consolidation or sale of assets.

If a change were to occur, your ADSs would, to the extent permitted by law, represent the right to
receive the property received or exchanged in respect of the preferred shares or common shares, as
applicable, held on deposit. The depositary may in those circumstances deliver new ADSs to you or
call for the exchange of your existing ADSs for new ADSs. If the depositary may not lawfully distribute
such property to you, the depositary may sell the property and distribute the net proceeds to you as in
the case of a cash distribution as described above.

Issuance of ADSs upon Deposit of Preferred Shares or Common Shares

The depositary may create ADSs on your behalf if you or your broker deposits preferred shares or
common shares with the custodian. The depositary will deliver these ADSs to the person you indicate
only after you pay any applicable issuance fees and any charges and taxes payable for the transfer of
the preferred shares or common shares, as applicable, to the custodian. Your ability to deposit
preferred shares or common shares and receive ADSs may be limited by U.S. and Brazilian legal
considerations applicable at the time of deposit.

The issuance of ADSs may be delayed until the depositary or the custodian receives confirmation that
all required approvals have been given and that the preferred shares or common shares, as
applicable, have been duly transferred to the custodian. The depositary will only issue ADSs in whole
numbers.

When you make a deposit of preferred shares or common shares, you will be responsible for
transferring good and valid title to the depositary. As such, you will be deemed to represent and
warrant that:
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» the preferred shares or common shares, as applicable, are duly authorized, validly issued, fully
paid, non-assessable and legally obtained;

» all preemptive (and similar) rights, if any, with respect to the preferred shares or common
shares, as applicable, have been validly waived or exercised,;

» you are duly authorized to deposit the preferred shares or common shares, as applicable;
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» the preferred shares or common shares, as applicable, presented for deposit are free and
clear of any lien, encumbrance, security interest, charge, mortgage or adverse claim, and are
not, and the ADSs issuable upon such deposit will not be, “restricted securities” (as defined in
the deposit agreement); and

» the preferred shares or common shares, as applicable, presented for deposit have not been
stripped of any rights or entitlements.

If any of the representations or warranties, are incorrect in any way, Petrobras and the depositary may.
at your cost and expense, take any and all actions necessary to correct the consequences of the
misrepresentations.

Withdrawal of Shares Upon Cancellation of ADSs

As a holder, you will be entitled to present your ADSs to the depositary, at the custodian’s offices, for
cancellation and receive the corresponding number of underlying preferred shares or common shares,
as applicable. Your ability to withdraw the preferred shares or common shares, as applicable, may be
limited by U.S. and Brazilian law applicable at the time of withdrawal. In order to withdraw the preferrec
shares or common shares represented by your ADSs, you will be required to pay to the depositary the
fees for cancellation of ADSs and any charges and taxes payable upon the transfer of the preferred
shares or common shares being withdrawn. You assume the risk of delivery of all funds and securities
upon withdrawal. Once canceled, the ADSs will not have any rights under the applicable deposit
agreement.

If you hold an ADR registered in your name, the depositary may ask you to provide proof of identity
and genuineness of any signature and such other documents as the depositary may deem appropriate
before it will cancel your ADSs. The withdrawal of the preferred shares or common shares represented
by your ADSs may be delayed until the depositary receives satisfactory evidence of compliance with al
applicable laws and regulations. The depositary will only accept ADSs for cancellation that represent a
whole number of securities on deposit.

You will have the right to withdraw the securities represented by your ADSs at any time unless any of
these conditions exist:

» delays that may arise out of temporary closing of transfer books of the preferred shares or
common shares, as applicable, or ADSs, or temporary suspension of transferability of
preferred shares or common shares, as applicable, are immobilized due to a shareholders’
meeting or a payment of dividends;

» unsatisfied obligations to pay fees, taxes and similar charges; or

» restrictions imposed by laws or regulations applicable to ADSs or the withdrawal of securities
on deposit.

The applicable deposit agreement may not be modified to impair your right to withdraw the securities
represented by your ADSs except to comply with mandatory provisions of law.
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Voting Rights

According to Petrobras’ charter, preferred shares do not entitle the holder to vote except as provided
by Brazilian law upon default in the payment of dividends for three consecutive years. A holder of an
ADS representing a common share will generally have the right under the applicable deposit
agreement to instruct the depositary to exercise the voting rights for the common shares represented
by your ADSs. The voting rights of holders of preferred shares and common shares are
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described in “Item 10. Memorandum and Articles of Association of Incorporation—Voting Rights” in the
annual report on Form 20-F of Petrobras for the year ended December 31, 2001, which is incorporated
by reference in this prospectus.

At Petrobras’ request, the depositary will distribute to you any notice of shareholders’ meeting received
from Petrobras, together with information explaining how to instruct the depositary to exercise your
voting rights on the securities represented by ADSs.

If the depositary timely receives voting instructions from a holder of ADSs, it will endeavor to vote the
securities represented by the holder's ADSs in accordance with the voting instructions. If voting
instructions are not timely received by the depositary, the holder will be deemed to have given a
discretionary proxy to a person designated by Petrobras to vote your shares.

The ability of the depositary to carry out voting instructions may be limited by practical and legal
limitations and the terms of the securities on deposit. Petrobras cannot assure you that you will receive
voting materials in time to enable you to return voting instructions to the depositary in a timely manner.

Fees and Charges

As an ADS holder, you will be required to pay the following service fees to the depositary:

Service Fees Fees
Issuance of ADS Up to U.S.$5.00 per 100 ADSs issued
Cancellation of ADS Up to U.S.$5.00 per 100 ADSs canceled
Exercise of rights to purchase additional
ADSs Up to U.S.$5.00 per 100 ADSs issued
Distribution of cash dividends No fee (so long as prohibited by NYSE)
Distribution of ADSs in connection with stock
dividends or other free stock distributions No fee (so long as prohibited by NYSE)
Distribution of cash Up to U.S.$2.00 per 100 ADSs held (i.e., upon

sale of rights or other entitlements)

As an ADS holder you will also be responsible for paying some of the fees and expenses incurred by
the depositary and certain taxes and governmental charges, including:

» fees and expenses as are incurred by the depositary in connection with compliance with
exchange control regulations and other regulatory requirements applicable to preferred shares
or common shares, ADSs and ADRs;

» expenses incurred in converting foreign currency into U.S. dollars;

» cable, telex and fax transmissions and delivery expenses, as expressly provided for in the
applicable deposit agreement; and
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» taxes and duties upon the transfer of securities (i.e., when preferred shares or common shares
are deposited or withdrawn from deposit).

Petrobras has agreed to pay certain other charges and expenses of the depositary, however, it will not
pay or be liable for fees or related charges with respect to shares or ADSs. The fees and charges you
may be required to pay may vary over time and may be changed by Petrobras and by the depositary.
You will receive prior notice of any changes in the amount you may be required to pay.
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Amendments and Termination

Petrobras may agree with the depositary to modify any applicable deposit agreement at any time
without your consent. Any amendment which will increase any fees or charges or which will otherwise
materially prejudice an existing right you may have will not become effective until 30 days after notice
of the amendment is given to the holders. Petrobras will not deem any modifications or supplements
that are reasonably necessary for the ADSs to be registered under the Securities Act of 1933 or to be
traded solely in electronic book-entry form, and which do not impose or increase the fees and charges
you are required to pay, to be materially prejudicial to your substantive rights. In addition, Petrobras
may not be able to provide you with prior notice of any modifications or supplements that are required
to comply with applicable provisions of law.

You will be bound by the modifications to the applicable deposit agreement if you continue to hold your
ADSs after the modifications to the applicable deposit agreement become effective. Except as
permitted by law, the applicable deposit agreement cannot be amended so as to prevent you from
withdrawing the preferred shares or common shares represented by your ADSs.

Petrobras has the right to direct the depositary to terminate the applicable deposit agreement.
Similarly, the depositary may terminate the applicable deposit agreement. In either case, the
depositary must give notice to the holders at least 30 days before termination.

For a period of six months after termination of the applicable deposit agreement, you will be able to
request the cancellation of your ADSs and the withdrawal of the preferred shares or common shares
represented by your ADSs and the delivery of all other property held by the depositary in respect of
those preferred shares or common shares on the same terms as prior to the termination. During this
six month period, the depositary will continue to collect all distributions received on the preferred
shares or common shares on deposit but will not distribute anything to you until you request the
cancellation of your ADSSs.

After the expiration of the six month period, the depositary may sell the securities held on deposit. The
depositary will hold the proceeds from the sale and any other cash then held for the holders of ADSs ir
a non-interest bearing, unsegregated account. After making the sale, the depositary will have no
further obligations to holders under the applicable deposit agreement, other than to account for the net
proceeds and other cash then held for the holders of ADSs still outstanding.

Books of Depositary

The depositary will maintain ADS holder records at its depositary office. You may inspect these
records at its office during regular business hours; provided, however, that the inspection will not be
carried out for the purpose of communicating with holders of ADRs in the interest of a business or
object other than Petrobras’ business or other than a matter related to the applicable deposit
agreement or ADRSs.

The depositary will maintain an office and facilities in New York to record and process the issuance,
cancellation, combination, split-up and transfer of ADRs. These facilities may be closed from time to
time, to the extent not prohibited by law.
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Limitations on Obligations and Liabilities
The deposit agreements limit Petrobras’ obligations and the depositary’s obligations to you as follows:

» Petrobras and the depositary are obligated to take only the actions specifically stated in the
applicable deposit agreement without negligence or bad faith;
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» the depositary will not be liable for any failure to carry out voting instructions, for the manner in
which any vote is cast or for the effect of any vote, provided that the depositary acts in good
faith and in accordance with the terms of the applicable deposit agreement;

» the depositary will not be liable for any failure by it to determine that any distribution or action
may be reasonably practicable, for the content of any information submitted by Petrobras for
distribution to holders (or for any translation of a distribution), for any investment risk
associated with an investment in the common shares, for the validity of the preferred shares ot
common shares or from any tax consequences that result from ownership of the ADSs, for the
credit-worthiness of any third party, for allowing any rights to lapse under the terms of the
applicable deposit agreement, for the timeliness of any of our notices or for our failure to give
notice;

» Petrobras and the depositary will not be obligated to perform any act that is inconsistent with
the terms of the applicable deposit agreement;

» Petrobras and the depositary disclaim any liability if either of them is prevented or forbidden
from acting on account of any law or regulation, any provision of either of their charters, any
provision of any securities on deposit or by reason of any act of God or war or other
circumstances beyond either of their control;

» Petrobras and the depositary disclaim any liability by reason of any exercise of or failure to
exercise, any discretion granted by the deposit agreements or in either of their charters or in
any provisions of securities on deposit;

» Petrobras and the depositary further disclaim any liability for any action or inaction in reliance
on the advice or information received from legal counsel, accountants, any person presenting
preferred shares or common shares for deposit, any holder of ADSs or authorized
representatives thereof, or any other person believed by either of Petrobras and the depositary
in good faith to be competent to give such advice or information;

» Petrobras and the depositary also disclaim liability for the inability by a holder to benefit from
any distribution, offering, right or other benefit which is made available to holders of preferred
shares or common shares but is not, under the terms of the applicable deposit agreement,
made available to you; and

» Petrobras and the depositary may rely without any liability upon any written notice, request or
other document believed to be genuine and to have been signed or presented by the proper
parties.

Pre-Release Transactions

The depositary may, in some circumstances, issue ADSs before receiving a deposit of preferred
shares or common shares or release preferred shares or common shares before receiving ADSs.
These transactions are commonly referred to as “pre-release transactions”. The deposit agreements
limit the aggregate size of pre-release transactions and impose a number of conditions on these types
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of transactions such as:
» the need to receive collateral;
» the type of collateral required; and
» the representations required from brokers.

The depositary may retain for its own account the compensation received from the pre-release
transactions.
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You will be responsible for the taxes and other governmental charges payable on the ADSs and the
securities represented by the ADSs. Petrobras, the depositary, and the custodian may deduct the
taxes and governmental charges payable by holders from any distribution and may sell any and all
property on deposit to pay the taxes and governmental charges payable by holders. You will be liable
for any deficiency if the sale proceeds do not cover the taxes that are due.

The depositary may refuse to issue ADSs, to deliver, transfer, split and combine ADRS or to release
securities on deposit until all taxes and charges are paid by the applicable holder. The depositary and
the custodian may take reasonable administrative actions to obtain tax refunds and reduced tax
withholding for any distributions on your behalf. However, you may be required to provide to the
depositary and to the custodian proof of taxpayer status and residence and other information as the
depositary and the custodian may require to fulfill their legal obligations. Under the applicable deposit
agreement, you will be required to indemnify Petrobras, the depositary, and the custodian for any
claims with respect to taxes based on any tax benefit obtained for you.

Foreign Currency Conversion

The depositary will arrange for the conversion of all foreign currency received into U.S. dollars if the
conversion can be performed on a practicable basis or by sale, and it will distribute the U.S. dollars in
accordance with the terms of the applicable deposit agreement. You may have to pay any fees and
expenses incurred in converting foreign currency, such as fees and expenses incurred in complying
with currency exchange controls and other governmental requirements.

If the conversion of foreign currency is not practical or lawful, or if any required approvals are denied ot
not obtainable at a reasonable cost or within a reasonable period, the depositary may take the
following actions in its discretion:

» convert (or cause the custodian to convert) the foreign currency to the extent practical and
lawful and distribute the U.S. dollars to the holders for whom the conversion and distribution is
lawful and practical;

 distribute the foreign currency to holders for whom the distribution is lawful and practical; or

» hold the foreign currency (without liability for interest) for the accounts of the holders entitled tc
receive the foreign currency.
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PLAN OF DISTRIBUTION
Initial Offering and Sale of Securities

We may sell the securities from time to time in their initial offering as follows:

through agents;

to dealers or underwriters for resale;

directly to purchasers; or

through a combination of any of these methods of sale.

In addition, we may issue the securities as a dividend or distribution or in a subscription rights offering
to our existing security holders. In some cases, we or dealers acting with us or on our behalf may also
purchase securities and reoffer them to the public by one or more of the methods described above.
This prospectus may be used in connection with any offering of our securities through any of these
methods or other methods described in the applicable prospectus supplement.

The securities we distribute by any of these methods may be sold to the public, in one or more
transactions, either:

» at a fixed price or prices, which may be changed,;
e at market prices prevailing at the time of sale;

» at prices related to prevailing market prices; or

» at negotiated prices.

We may solicit offers to purchase securities directly from the public from time to time. We may also
designate agents from time to time to solicit offers to purchase securities from the public on our behalf.
The prospectus supplement relating to any particular offering of securities will name any agents
designated to solicit offers, and will include information about any commissions we may pay the
agents, in that offering. Agents may be deemed to be “underwriters” as that term is defined in the
Securities Act of 1933.

From time to time, we may sell securities to one or more dealers acting as principals. The dealers, whc
may be deemed to be “underwriters” as that term is defined in the Securities Act of 1933, may then
resell those securities to the public.

We may sell securities from time to time to one or more underwriters, who would purchase the
securities as principal for resale to the public, either on a firm-commitment or best-efforts basis. If we
sell securities to underwriters, we may execute an underwriting agreement with them at the time of
sale and will name them in the applicable prospectus supplement. In connection with those sales,
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underwriters may be deemed to have received compensation from us in the form of underwriting
discounts or commissions and may also receive commissions from purchasers of the securities for
whom they may act as agents. Underwriters may resell the securities to or through dealers, and those
dealers may receive compensation in the form of discounts, concessions or commissions from the
underwriters and/or commissions from purchasers for whom they may act as agents. The applicable
prospectus supplement will include any required information about underwriting compensation we pay
to underwriters, and any discounts, concessions or commissions underwriters allow to participating
dealers, in connection with an offering of securities.
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If we offer securities in a subscription rights offering to our existing security holders, we may enter into
a standby underwriting agreement with dealers, acting as standby underwriters. We may pay the
standby underwriters a commitment fee for the securities they commit to purchase on a standby basis.
If we do not enter into a standby underwriting arrangement, we may retain a dealer-manager to
manage a subscription rights offering for us.

We may authorize underwriters, dealers and agents to solicit from third parties offers to purchase
securities under contracts providing for payment and delivery on future dates. The applicable
prospectus supplement will describe the material terms of these contracts, including any conditions to
the purchasers’ obligations, and will include any required information about commissions we may pay
for soliciting these contracts.

Underwriters, dealers, agents and other persons may be entitled, under agreements that they may
enter into with us, to indemnification by us against certain liabilities, including liabilities under the
Securities Act of 1933.

Each series of securities will be a new issue, and there will be no established trading market for any
security prior to its original issue date. We may not list any particular series of securities on a securities
exchange or quotation system. No assurance can be given as to the liquidity or trading market for any
of the securities.
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DIFFICULTIES OF ENFORCING CIVIL LIABILITIES AGAINST NON-U.S. PERSONS
Petrobras

Petrobras is a sociedade de economia mista (mixed-capital company), a public sector company with
some private sector ownership, established under the laws of Brazil. All of its executive officers and
directors and certain advisors hamed herein reside in Brazil. In addition, substantially all of its assets
and those of its executive officers, directors and certain advisors named herein are located in Brazil.
As a result, it may not be possible for investors to effect service of process upon Petrobras or its
executive officers, directors and advisors named herein within the United States or other jurisdictions
outside Brazil or to enforce against Petrobras or its executive officers, directors and advisers named
herein judgments obtained in the United States or other jurisdictions outside Brazil.

Souza, Cescon Avedissian, Barrieu e Flesch—Advogados, Petrobras’ special Brazilian counsel, has
advised Petrobras that, subject to the requirements described below, judgments of United States
courts for civil liabilities based upon the United States federal securities laws may be enforced in
Brazil. A judgment against Petrobras or the other persons described above obtained outside Brazil
would be enforceable in Brazil, without reconsideration of the merits, only if the judgment satisfies
certain requirements and receives confirmation from the Federal Supreme Court of Brazil. The foreign
judgment will only be confirmed if:

it fulfills all formalities required for its enforceability under the laws of the country where the
foreign judgment is granted;

» itis for the payment of a sum certain of money;

* it was issued by a competent court in the jurisdiction where the judgment was awarded after
service of process was properly made in accordance with applicable law;

* itis not subject to appeal,

 itis authenticated by a Brazilian consular office in the country where it was issued, and is
accompanied by a sworn translation into Portuguese; and

* itis not contrary to Brazilian national sovereignty, public policy or good morals.

Notwithstanding the foregoing, no assurance can be given that such confirmation would be obtained,
that the process described above could be conducted in a timely manner or that a Brazilian court
would enforce a monetary judgment for violation of the U.S. securities laws with respect to any
securities issued by Petrobras.

Souza, Cescon Avedissian, Barrieu e Flesch—Advogados has also advised Petrobras that:
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» original actions based on the U.S. federal securities laws may be brought in Brazilian courts
and that, subject to Brazilian public policy and national sovereignty, Brazilian courts may
enforce liabilities in such actions against Petrobras, certain of its directors and officers and the
advisors named herein;

» if an investor resides outside Brazil and owns no real property in Brazil, he or she must provide
a bond sufficient to guarantee court costs and legal fees, including the defendant’s attorneys’
fees, as determined by the Brazilian court, in connection with litigation in Brazil, except in the
case of the enforcement of a foreign judgment which has been confirmed by the Brazilian
Federal Supreme Court;

» Brazilian law limits an investor’s ability as a judgment creditor of Petrobras to satisfy a
judgment against Petrobras by attaching certain of its assets;
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» according to recent changes to the Brazilian Corporate Law, mixed-capital companies such as
Petrobras, are no longer protected from bankruptcy proceedings and its controlling
shareholder, the federal government of Brazil, is no longer contingently liable for Petrobras’
obligations; and

» certain of Petrobras’ exploration and production assets may be subject to reversion to the
Brazilian government under Petrobras’ concession agreements. Such assets, under certain
circumstances, may not be subject to attachment or execution.

PIFCo

PIFCo is duly incorporated as an exempt limited liability company under the laws of the Cayman
Islands. All of the directors and officers of PIFCo reside in Brazil. All or a substantial portion of the
assets of PIFCo and of such directors and officers are located outside of the United States. As a result
it may be difficult for investors to effect service of process within the United States upon PIFCo or such
persons or to enforce, in the United States courts, judgment against PIFCo or such persons or
judgments obtained in such courts predicated upon the civil liability provisions of the federal securities
laws of the United States.

PIFCo has been advised by its Cayman Islands counsel, Walkers, that although there is no statutory
enforcement in the Cayman Islands of judgments obtained in New York, the courts of the Cayman
Islands will, based on the principal that a judgment by a competent foreign court imposes upon the
judgment debtor an obligation to pay the sum for which judgment has been given, recognize and
enforce a foreign judgment of a court having jurisdiction over the defendant according to Cayman
Islands conflict of law rules, if such judgment is final, for a liquidated sum not in respect of taxes or a
fine or penalty, is not inconsistent with a Cayman Islands judgment in respect of the same matters and
was not obtained in a manner, and is not of a kind the enforcement of which is, contrary to natural
justice, statute or the public policy of the Cayman Islands. There is doubt, however, as to whether the
courts of the Cayman Islands will (i) recognise or enforce judgments of United States courts predicatec
upon the civil liability provisions of the securities laws of the United States or any state thereof, or (ii) in
original actions brought in the Cayman Islands, impose liabilities upon the civil liability provisions of the
securities laws of the United States or any state thereof, on the grounds that such provisions are penal
in nature.

A Cayman Islands’ court may stay proceedings if concurrent proceedings are being brought
elsewhere.
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INDEPENDENT ACCOUNTANTS

The consolidated financial statements incorporated in this prospectus by reference to the annual
reports on Forms 20-F for Petrobras and PIFCo for the year ended December 31, 2001, have been so
incorporated in reliance on the report of PricewaterhouseCoopers Auditores Independentes,
independent accountants, given on the authority of said firm as experts in accounting and auditing.

With respect to the unaudited consolidated financial information of Petrobras for the three-month
periods ended March 31, 2002 and 2001, incorporated by reference in this Registration Statement on
Form F-3, PricewaterhouseCoopers Auditores Independentes reported that they have applied limited
procedures in accordance with professional standards for a review of such information. However, their
separate report dated May 6, 2002, incorporated by reference herein, states that they did not audit and
they do not express an opinion on that unaudited financial information. Accordingly, the degree of
reliance on their report on such information should be restricted in light of the limited nature of the
review procedures applied. PricewaterhouseCoopers Auditores Independentes is not subject to the
liability provisions of Section 11 of the Securities Act of 1933 for their report on the unaudited financial
information because that report is not a “report” or a “part” of the registration statement prepared or
certified by PricewaterhouseCoopers Auditores Independentes within the meaning of Sections 7 and
11 of the Act.

EXPERTS

The summary reports of DeGolyer and MacNaughton and of Gaffney, Cline and Associates,
independent petroleum engineering consultants, which are referenced in this prospectus, have been
referenced in this prospectus in reliance upon the authority of the firms as experts in estimating proved
oil and gas reserves.

LEGAL MATTERS

Souza, Cescon Avedissian, Barrieu e Flesch—Advogados, special Brazilian counsel to Petrobras, will
pass upon the validity of the debt securities, warrants, preferred shares, common shares, mandatory
convertible securities, guarantees and standby purchase agreements for Petrobras as to certain
matters of Brazilian law. Walkers, special Cayman Islands counsel to PIFCo, will pass upon the validity
of the debt securities issued by PIFCo as to certain matters of Cayman Islands law. The validity of the
debt securities and debt warrants will be passed upon by Cleary, Gottlieb, Steen & Hamilton or any
other law firm named in the applicable prospectus supplement as to certain matters of New York law. /
law firm named in the applicable prospectus supplement will pass upon the validity of the debt
securities and debt warrants for any underwriters or agents as to certain matters of New York law. A
law firm named in the applicable prospectus supplement will pass upon the validity of the debt
securities, warrants, preferred shares, common shares, mandatory convertible securities, guarantees
and standby purchase agreements for the underwriters as to certain matters of Brazilian law.
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WHERE YOU CAN FIND MORE INFORMATION

We have filed a registration statement with the SEC on Form F-3 under the Securities Act of 1933
relating to the securities offered by this prospectus. This prospectus, which is a part of that registration
statement, does not contain all of the information set forth in the registration statement. For more
information with respect to our company and the securities offered by this prospectus, you should refer
to the registration statement and to the exhibits filed with it. Statements contained or incorporated by
reference in this prospectus regarding the contents of any contract or other document are not
necessarily complete, and, where the contract or other document is an exhibit to the registration
statement or incorporated or deemed to be incorporated by reference, each of these statements is
gualified in all respects by the provisions of the actual contract or other document.

You may review a copy of the registration statement without charge, and copies of all or any portion of
the registration statement can be obtained at the Public Reference Section of the SEC, 450 Fifth
Street, N.W., Washington D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information
on the public reference room. Although we do not currently file reports electronically with the SEC, we
may do so in the future. If we file reports electronically with the SEC in the future, the filings will be
available to you over the Internet at the SEC website at http://www.sec.gov.

We are currently subject to the information requirements of the United States Securities Exchange Act
of 1934, as amended, or the Exchange Act, applicable to a foreign private issuer, and accordingly file
or furnish reports, including annual reports on Form 20-F, reports on Form 6-K, and other information
with the SEC. These reports and other information filed can be inspected at, and subject to the
payment of any required fees, copies may be obtained from, the public reference facilities maintained
by the SEC at 450 Fifth Street, N.W., Washington D.C. 20549. These reports and other information
may also be inspected and copied at the offices of the New York Stock Exchange, 20 Broad Street,
New York, New York 10005. As a foreign private issuer, we are exempt from the rules under the
Exchange Act prescribing the furnishing and content of proxy statements and our officers, directors
and principal shareholders will be exempt from the reporting and “shortswing” profit recovery
provisions under the Exchange Act. The rules of the New York Stock Exchange may require us to
solicit proxies from our shareholders under some circumstances.

Our preferred shares and common shares, each represented by ADSs, are listed on the New York
Stock Exchange under the symbols “PBRA” and “PBR”, respectively. Additional information concerning
us and our securities may be available through the New York Stock Exchange.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE
We are incorporating by reference the following documents that we have filed with the SEC:

(1) the Petrobras Annual Report on Form 20-F for the year ended December 31, 2001, filed with the
SEC on July 1, 2002;

(2) the Petrobras Quarterly Report on Form 6-K for the month of July 2002, filed with the SEC on July
1, 2002;
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(3) the PIFCo Annual Report on Form 20-F for the year ended December 31, 2001, filed with the SEC
on July 1, 2002; and

(4) any future filings on Form 20-F made with the SEC under the Exchange Act after the date of this
prospectus and prior to the termination of the offering of the securities offered by this prospectus, and
any future filings on Form 6-K during such period that are identified in such forms as being
incorporated into this prospectus.
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Information that we file later with the SEC will automatically update and supersede this information.
This means that you should look at all of the SEC filings that we incorporate by reference to determine
if any of the statements in this prospectus or in any documents previously incorporated by reference
have been modified or superseded.

Documents incorporated by reference in this registration statement are available without charge,
excluding all exhibits, unless an exhibit has been specifically incorporated by reference in this
document. Each person to whom this prospectus is delivered may obtain documents incorporated by
reference into this document by requesting them either in writing or orally, by telephone or by e-mail
from us at the following address:

Luciana Bastos de Freitas Rachid
Executive Manager, Investor Relations
Petrdleo Brasileiro S.A.—Petrobras
Avenida Republica do Chile, 65
20035-900—Rio de Janeiro—RJ, Brazil
Telephone: (55-21) 2534 4477

Email: petroinvest@petrobras.com.br

51

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (216 of 219)7/2/03 6:00:05 AM



Prospectus Supplement

No dealer, salesperson or other person is authorized to give any information or to represent anything
not contained in this prospectus supplement or the accompanying prospectus. You must not rely on
any unauthorized information or representations. This prospectus supplement and the accompanying
prospectus are an offer to sell only the notes offered hereby, but only under circumstances and in
jurisdictions where it is lawful to do so. The information contained in this prospectus supplement and
the accompanying prospectus is current only as of the date of this prospectus supplement.

TABLE OF CONTENTS

Prospectus Supplement

Page
About This Prospectus Supplement S-
Difficulties of Enforcing Civil Liabilities Against Non-U.S. Persons S-
Forward-Looking Statements S-
Presentation of Financial and Other Information S-
Inflation and Exchange Rate Variation S-
Incorporation of Certain Documents by Reference S-
Where You Can Find More Information S-
Summary of the Offering S-
Risk Factors S-1
Use of Proceeds S-3
Ratio of Earnings to Fixed Charges S-3
Capitalization S-3
Description of the Notes S-3
Clearance and Settlement S-4
Description of the Standby Purchase Agreement S-5
Plan of Distribution S-6
Taxation S-6
Legal Matters S-6
Independent Accountants S-6

Prospectus
About This Prospectus

Forward-Looking Statements

Petrobras and PIFCo

Recent Developments

Ratio of Earnings to Fixed Charges and Preferred Dividends

http://www.sec.gov/Archives/edgar/data/1163371/000119312503015397/d424b2.htm (217 of 219)7/2/03 6:00:05 AM



Prospectus Supplement

Use of Proceeds

The Securities

Legal Ownership

Description of Debt Securities

Description of Mandatory Convertible Securities
Description of Warrants

Description of the Standby Purchase Agreements
Description of the Guarantees

Description of American Depositary Receipts
Plan of Distribution

Difficulties of Enforcing Civil Liabilities Against Non-U.S. Persons.
Independent Accountants

Experts

Legal Matters

Where You Can Find More Information
Incorporation of Certain Documents by Reference

U.S.$500,000,000
9.125% Global Notes due 2013

-F = PETROBRAS INTERNATIONAL
FINANCE COMPANY

Petrobras International Finance Company
Payments supported by a standby purchase agreement provided by

.7-3] PETROLEO BRASILEIRO S.A.
- PETROEBRAS

Petroleo Brasileiro S.A. — PETROBRAS
(BRAZILIAN PETROLEUM CORPORATION — PETROBRAYS)
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Joint Lead Managers and Joint Bookrunners
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Bear, Stearns & Co. Inc.

Deutsche Bank Securities

Co-Managers
HSBC

Santander Central Hispano

Prospectus Supplement dated June 27, 2003
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