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��h�����������
��>>��������T���R��R	�Q���R��h�TQ�<�
�
lmnYnVo[pV[XYZY[ZV

�
\��>��R�>��R�������R�������>>��R��>��;��
�Q��i�
������R�h�����������
�T���R��R	������R�����<�q���
rstuvwtxyxzx{xst|}w~sr|{�vts|t{�w~�r~t|�rs|�}r{�sr|~st�rxys~|xw|{�s|��}~x{vr�	�k�	=��	�A�
����	������
��
�}~x{|v�|{�s|��rsw{|�v�u�w�|�w~|�vwtvzx~�{s~|�xw�w�x�z|�{�{s�sw{t�|ts�{xvw|v�|v}r|rsuvr{�|�s|�rs|
��R�=��R��������
��̀�?=��̂���R���	�	�A	�R�����	�����>>��R��>��;��
��
����
�>�
���g����?���	�
�	��A
�	
�R�����
��̀�R����������		����
���
�>	���R������		����
�T���R��R	��		��R�Â��
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1 General considerations 
 

1.1 Operating context 
 

Petrobras Distribuidora S.A. (the “Company” or “BR”) is a private corporation 
headquartered in Brazil. Established on November 12, 1971, the company is a subsidiary of 
Petróleo Brasileiro S.A. (“Petrobras”) and its corporate purpose is the distribution, transport, 
marketing, processing and industrialization of oil products and other fuels; production, 
transportation, distribution and marketing of all forms of energy, chemicals and asphalt 
products; provision of related services; and the importing and exporting of the 
aforementioned products and activities. The Company’s registered office is in the city of Rio 
de Janeiro – RJ. 
 

1.2 Operation Lava Jato (Car Wash) and its impact on the 
Company 
 

In 2009, the Brazilian Federal Police began an investigation called “Operation Car 
Wash”, intended to uncover money laundering operations by criminal organizations 
across several Brazilian states. “Operation Car Wash” is an extremely broad 
investigation, encompassing different criminal activities across multiple fronts. Its 
scope involves crimes committed by agents acting throughout Brazil in different 
economic sectors.  
 

Since 2014, the Federal Attorney General’s Office concentrated some of its 
investigations regarding irregularities involving Petrobras contractors and suppliers 
and discovered an extensive overpaid payment scheme involving a large number of 
participants, including former Petrobras and Company employees. Based on the 
information provided to Petrobras, this scheme involved a set of companies 
organizing a cartel to obtain contracts with the Petrobras Group between 2004 and 
April 2012, including additional expenditure under these contracts and the use of 
these additional amounts to finance overpaid payments to political parties, elected 
officials and other politicians, the employees of contractors and suppliers, former 
Petrobras and Company employees and others involved in the overpaid payment 
scheme. This was deemed to be an undue payment scheme and the referred 
members called as the “cartel members”. 
 

In addition to the aforementioned overpaid payment scheme, the investigations 
indicated specific cases where other companies also charged additional expenditure 
and supposedly used these amounts to finance payments to certain former 
Petrobras and Company employees. These companies are not members of the cartel 
and acted alone. These specific cases were referred to as payments unrelated to the 
cartel.  
 

Certain former Petrobras and Company executives were arrested and/or reported 
for crimes such as money laundering and corruption. Other former executives of the 



Petrobras Distribuidora S.A.  
Notes to the financial statements 
Fiscal years ending on December 31, 2016 and 2015 
(In millions of Brazilian reais, except when otherwise stated) 

 

The explanatory notes are an integral part of the financial statements.  
 

20 
 

Petrobras Group and of the companies supplying goods and services to Petrobras 
were or many be reported as a result of the investigation. 
 
 The amounts paid by Petrobras and the Company within the scope of the contracts 
with the suppliers and contractors involved in the aforementioned scheme were 
fully included in the cost history of the respective property, plant and equipment 
assets. However, Management understood that, according to IAS 16 (Property, plant 
and Equipment), the portion of payments made to these companies should not have 
been capitalized, since they used these amounts to make the undue payments, 
representing additional expenditure incurred as a result of the overpaid payment 
scheme. As such, the Company recorded a write-off of capitalized expenditure in the 
amount of BRL 23 for 3Q14, related to additional amounts paid to acquire property, 
plant and equipment assets in previous years. 

 
The Company and its controlling shareholder (Petrobras) will continue to follow the 
results of the investigations and the provision of other information relative to the 
undue payment scheme. Given further information indicating, with sufficient 
accuracy, that the estimates described above should be adjusted, the Company will 
assess the need for some type of accounting record. 

 
1.2.1 The Company’s response to the issues discovered in the 
ongoing investigations 
 
The Company, through its controlling shareholder, has been following the 
investigations and effectively cooperating with the efforts of the Federal Police, the 
Federal Prosecutor’s Office, the Judicial Branch, the General Accounting Office 
(TCU) and the Minister of Transparency, Supervision and Control so that all crimes 
and irregularities may be found, promptly fulfilling requests for documents and 
information made by the investigators. 

 
The Company constantly reinforce the commitment to continuing to cooperate with 
all the government agencies mentioned on paragraph above in order  to clarify the 
facts and communicate them to the general public on a regular basis. 

 
The Company and its controlling shareholder do not tolerate any form of corruption 
and we consider inadmissible any illegal acts involving our employees. To that end, 
we take various measures to combat fraud and corruption, as mentioned below.  

 
The Company continues to implement measures to improve corporate governance 
and compliance systems as part of the process of strengthening the internal control 
structure. 

 
Among other measures, we integrated the Company into Petrobras’ independent 
reporting channel in 2016, and we hold training for our employees and management 
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on ethics, information security, competitive compliance and corruption prevention; 
we implemented the “Compliance Officers” initiative; we implemented Due 
Diligence processes for employees integrity and to assess the need to apply  
sanctions to our suppliers; we perform an integrity Background Check before 
making the decision to appoint people to key positions in the Company. 

 
The Company have established Internal Investigation Commissions (CIA) to 
investigate indications or occurrences that may be characterized as transgressions of 
corporate standards, procedures or regulations, the results of which are presented to 
the respective Brazilian authorities. 

 
Additionally, we have taken the necessary measures to recover damage suffered due 
to the undue payment scheme, including those related to our corporate image. 

 
The Company has yet to recover any amount related to the undue payments that 
were made. As the “Operation Car Wash” investigations result in leniency or 
collaboration agreements with individuals who agree to return resources, the 
Company and its controlling shareholder may have the right to receive a part of such 
resources. However, the Company cannot reliably estimate any recoverable amount 
at this time. These amounts will be recorded as revenue in income for the year when 
they are received or when their fulfillment becomes practically certain.  

 
1.2.2 Approach adopted to adjust assets affected by the 
additional expenditure 
 
It is not possible specifically to identify the amount of each payment made in the 
scope of the contracts with the contractors and suppliers that have overpaid 
payments or the periods in which such overpaid payments occurred. As a result, the 
Company developed a methodology to estimate the total amount of additional 
expenditure incurred as a result of the ovedpaid payments scheme to determine the 
amounts of the write-offs made, representing the extent to which its assets were 
overvalued as a result of additional expenditure charged by suppliers and 
contractors and used to make overpaid payments.  
 
Due to the impracticality of identifying the periods and amounts of additional 
expenditure incurred by the Company, the methodology involves the following five 
steps: 

 
1) Identification of the contract’s counterparty: all companies cited as members of 
the cartel were listed, and this information was used to survey the companies 
involved and the entities related thereto. 

 
2) Identification of the period: based on statements made, it was concluded that the 
operating period for the overpaid payments scheme was from 2004 to April 2012. 
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3) Identification of the contracts: all contracts signed with the counterparties 
mentioned in step (1) during the period of step (2) were identified, including any 
addenda to contracts originally signed between 2004 and April 2012. The property, 
plant and equipment assets to which such contracts are related were subsequently 
identified. 

 
4) Identification of payments: the total amount of the contracts referred to in step 
(3) was calculated. 

 
5) Application of a fixed percentage in addition to the total amount of the contracts 
defined in step (4): the percentage of 3% indicated in the testimonies was used to 
estimate the additional expenditure imposed on the total amounts of the identified 
contracts.  
 
The Company also identified amounts recorded in its accounting records for specific 
contracts and projects with companies that were not members of the cartel to 
account for the additional expenditure imposed by these companies to finance 
overpaid payments made, unrelated to the overpaid payments scheme or to the 
cartel. 

 
In the specific case of amounts additionally charged by companies outside the scope 
of the cartel, the Company considered as part of the write-off of additional unduly 
capitalized expenditure the percentage additional to the contracts signed with 
companies mentioned in the statements given in different plea bargains of directors 
of the companies of the cartel. 

 
Explanatory note 2.3 to the financial statements as at December 31, 2014 presents 
the approach adopted to adjust the assets affected by the additional expenditure. 
 
The Company considered all available information when preparing the financial 
statements for the period ending December 31, 2016, having found no other 
additional information that might have affected the calculation methodology 
adopted and, subsequently, the accounting record of supplementary write-offs. 

 
The Company and its controlling shareholder (Petrobras) monitored the Operation 
Car Wash investigations by the Brazilian authorities, and Petrobras is also 
conducting an internal investigation using independent law firms. No new 
information was identified which would change the write-off of additional unduly 
capitalized expenditure recognized in 3Q14, or that would impact the methodology 
adopted by the Company in a material way. The Company will continue to monitor 
the investigations to obtain any additional information and assess its impact on the 
adjustments made. 
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2 Basis for preparing financial statements 

 
The consolidated financial statements were prepared in accordance with the accounting 
practices adopted in Brazil, including the pronouncements issued by the Brazilian 
Accounting Pronouncements Committee (CPC) and  the International Financial Reporting 
Standards (IFRS), issued by the International Accounting Standards Board (IASB). 
 
The individual financial statements were prepared according to the accounting practices 
adopted in Brazil, observing Brazilian Corporate Law, including the changes introduced by 
Laws No. 11.638/07 and 11.941/09, complemented by the pronouncements, guidelines and 
interpretations issued by the CPC. These practices do not diverge from the IFRS issued by 
the IASB. Individual statements are disclosed in conjunction with the consolidated financial 
statements. 

 
All relevant information specific to the financial statements, and only this information, is 
being shown, and corresponds to the information used by the Management of the company. 

 
The individual and consolidated value added statement (DVA) was prepared in 
accordance with Technical Pronouncement CPC 09 – “Value added statement” as 
additional information.  

 

2.1. Basis of measurement 
 
Historical cost was used as the value basis to prepare the financial statements, except for 
financial instruments evaluated at fair value and the actuarial benefit liability, recorded at the 
fair value of the plan’s assets, deducted from the current value of the defined benefit 
obligation. 

 
These financial statements for the fiscal year ending December 31, 2016 were initially 
authorized by the Company on March 20, 2017. However, considering that the Company has 
plans to go public on Brazilian market, Management decided to restate, on October 16, 
2017, the financial statements to: (1) adjust their disclosures to comply with the accounting 
requirements applicable to public companies, specifically regarding the disclosure of 
information by segment, as mentioned in Note 27; and (2) carry out certain reclassifications, 
including items in current liabilities and operating expenses, without any changes in the 
respective groups of accounts between the amounts previously presented and these financial 
statements, nor for amounts considered relevant.  

 
In addition, as a result of the management´s decision to grouping the shares, which took 
place on on November 14, 2017, as presented in note 22 - Equity, the Board of Directors of 
the Company, at a meeting held on November 21, 2017, authorized the re-issuance of these 
financial statements. Therefore, these financial statements supersede those previously 
approved and issued on March 20, 2017 and October 16, 2017. 
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3 Use of estimates and judgment 

 
The preparation of financial statements requires the use of certain accounting estimates and 
also the exercise of judgment on the part of the Company’s Management in the process of 
applying accounting policies.  

 
The assumptions used are periodically reviewed and are based on the historical figures and 
on other factors considered relevant, including expectations of future events which are 
considered reasonable in the circumstances. The actual results may diverge from the 
estimated values, and material impacts may be perceived on the results and on the 
Company’s financial situation if there are significant changes to the circumstances on which 
the estimates were based.  

 
The effects of revisions made to accounting estimates are recognized in the period in which 
the estimates are reviewed, and also in subsequent periods if the revision affects both the 
present period and future periods. 
 
Estimates that require high levels of judgment or complexity in their application are 
present in the following explanatory notes: 

 
 Provision for impairment of trade receivables – Note 4.3.3 
 Useful lives of property, plant and equipment and intangible assets – Note 

4.10 
 Impairment of property, plant and equipment and intangible assets – Note 

4.11 
 Deferred income tax and social contribution – Note 4.12 
 Pension and other post-employment benefits – Note 4.14 
 Judicial, administrative and contingency lawsuits – Note 4.15 

 
 

3.1 Write-off – overpayments incorrectly capitalized 
 

As described in Note 1.2, in the third quarter of 2014 the Company wrote off BRL 23 of 
capitalized costs, representing the estimated amounts that the Company had overpaid for the 
acquisition of property, plant and equipment. 
 
To account for these overpayments, the Company developed an estimation methodology, as 
set out in Note 1.2. The Company acknowledges the degree of uncertainty involved in the 
estimation methodology and continues to monitor the ongoing investigations and the 
availability of other information concerning the amounts it may have overpaid in the context 
of the payment scheme. If reliable information becomes available that indicates with 
sufficient precision that the Company’s estimate should be modified, it will evaluate the 
materiality and make adjustments if necessary. 
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However, as previously discussed, the Company believes it has used the most appropriate 
methodology and assumptions to determine the amounts of overpayments incorrectly 
capitalized, and there is no evidence that would indicate the possibility of material changes 
in the amounts written-off. 

 

4 Main accounting policies  

 
The Company applied the accounting policies in a manner consistent with the individual and 
consolidated financial statements presented.  

 
Assets and liabilities with maturity terms of less than 12 months are presented as current 
assets or liabilities and other assets and liabilities as long term. 

 

4.1. Functional currency 

 
The Company’s functional and presentation currency, as well that of its investees, is 
the Brazilian Real, which is the currency of its main operating economic 
environment. 

 

4.2. Consolidation basis and corporate investments 

 
The consolidated financial statements, which include the Company’s information, the 
subsidiaries and their joint operations, were prepared using consistent accounting practices 
and, when necessary, changes are made to the statements of these investees to ensure 
compliance with the accounting policies adopted by the Company. 

 
All transactions, balances, revenue and expenses between the Company, its subsidiaries and 
joint operations are fully eliminated in the consolidated statements. The equity interests 
included in the consolidation process are as follow: 

 

  
 

(*) Brasil Carbonos is consolidated at the percentage of 49%. 
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Subsidiaries 

 
Subsidiaries are consolidated from the date on which control is obtained until the date when 
this control ceases to exist. 

 
The Company controls the investees when it is exposed to or has rights over the 
variable returns resulting from its involvement with the invested company, and has 
the ability to affect those returns through its power over the invested company. 

 
The financial information of subsidiaries is recognized using the equity method in 
the individual financial statements of the parent company. 

 
 

Joint arrangements 

 
A joint arrangement is when two or more parties have contractually established 
joint control, being either a joint operation or a joint venture, depending on the 
rights and obligations of the parties. 

 
In a joint operation, the participating parties have rights over the assets and obligations 
linked to the liabilities related to the business, and in a joint venture, the parties have rights 
over the business’s net assets. 

 
The Company proportionally recognizes its interest in the revenue, expenses, assets and 
liabilities held in relation to the joint operation in its consolidated statements, constituted as 
a separate legal entity. In the individual financial statements, the joint operation is 
recognized based on the equity method. 

 
Investments in joint ventures are recognized using the equity method in the individual and 
consolidated financial statements. 

 
Associates 

 
An Associate is an entity over which the Company has significant influence, defined 
as the power to participate in decisions regarding the financial and operating 
policies of an investee, but without individual or joint control of these policies.  

 
Investments in associates are recognized using the equity method in the individual 
and consolidated financial statements. 
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4.3 Non-derivative financial assets 

 
The Company recognizes the loans and receivables initially on the date on which 
they originated. All other financial assets are recognized on the trade date, when the 
entity becomes a party to the instrument's contractual provisions. 

 
The Company no longer recognizes a financial asset when the contractual rights to 
the cash flow of the asset expire, or when the Company transfers the contractual 
rights to receive cash flow from a financial asset, in a transaction in which 
essentially all of the risks and benefits of ownership of the financial asset are 
transferred. 

 
The financial assets held by the Company are classified as financial assets measured 
at fair value through profit or loss, financial assets held to maturity and loans and 
receivables. 
 

4.3.1 Financial assets measured at fair value through profit 
or loss 

 
Financial assets at fair value through profit or loss are stated at fair value, and any 
gains or losses resulting from their remeasurement are recognized in profit or loss.  

 

4.3.2 Financial assets held to maturity 

 
These assets are initially recognized at fair value, plus any directly attributable 
transaction costs. After their initial recognition, they are measured at amortized cost 
using the effective interest rate method.  

 
4.3.3 Loans and receivables 

 
They are initially recognized at fair value, plus any applicable transaction costs. 
After initial recognition, loans and receivables are measured at amortized cost using 
the effective interest method, less impairment losses. Loans and receivables held by 
the Company are represented by cash and cash equivalents, accounts receivable and 
judicial deposits. 

 
4.3.3.1 Cash and cash equivalents 

 
These are represented in cash on hand, available bank deposits and short term 
financial investments with high liquidity, subject to an insignificant risk of changes 
in value, which are readily convertible into cash, maturing within three months from 
the acquisition date. 
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4.3.3.2 Accounts receivable  

 
Customer accounts receivable correspond to receivables from the sale of goods or 
services in the ordinary course of the Company’s business.  

 
The Company recognizes the adjustment to present value, mainly for sales with 
receivables of 180 and 360 days, with interest embedded in customer prices, 
deducted from revenue (Note 23).  

 
When the Company is a lessor under a finance lease, a customer account receivable 
is constituted at an amount equal to the net investment in the lease. Financial 
income is appropriated during the term of the agreement, reflecting the consistent 
periodic rate of return on the net investment under the lease. 
 
Provision for impairment of trade receivables – Impairment of financial 
assets 

 
The Company recognizes a provision for the impairment of trade receivables when 
there is objective evidence of impairment as a result of one or more events that 
occurred after the asset’s initial recognition that impact the estimated future cash 
flow and that can be reliably estimated. Evidence of losses includes: cases of 
significant financial difficulties and a significant likelihood of the customer filing for 
bankruptcy or judicial recovery. The losses are recognized in income as a selling 
expense.  

 
When an event indicates a reduction of the loss of value, this reduction in the loss 
amount is reversed in the result of the period during which the event occurs. The 
reversal is recorded as a selling expense. 

 
The Company expects to receive past-due amounts without any loss, based on the 
collection policy actions that are developed and also on the guarantees presented by 
the customers.  

 
Estimated losses in Electrical Energy Sector credits 

 
All amounts relating to product supplies and contracts for the confession of debt 
without actual guarantees are provided (Notes 7.2 and 7.3). 
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4.3.3.3 Judicial deposits 

 
Judicial deposits are presented and updated according to the nature of the 
corresponding causes. Deposits regarding federal taxes are updated according to the 
reference rate of the Special Settlement and Custody System (SELIC). Labor appeal 
deposits are updated at the Reference Rate (TR) plus interest of 3% per year. Other 
labor deposits and other deposits are updated by the TR plus interest of 6% per year. 

 
4.4 Non-derivative financial assets 

 
Financial liabilities are recognized on the trade date when the Company becomes a 
party to the instrument's contractual provisions and are written off only when the 
obligations cease to exist.  

 
Financial liabilities are initially recognized at fair value, plus any applicable 
transaction costs. After initial recognition, they are measured at amortized cost. 

 
4.4.1 Trade payables 

 
Accounts payable to suppliers are obligations to pay for goods or services that were 
acquired in the ordinary course of business. 

 
They are initially recorded at the fair value of the products or services acquired and 
subsequently measured at amortized cost using the effective interest rate method.  

 
4.4.2 Borrowing 

 
They are recognized at the net fair value of the transaction costs incurred and, after 
initial recognition, are measured at amortized cost using the effective interest rate 
method.  

 
Borrowing costs directly attributable to the acquisition or construction of qualifying 
assets are capitalized as part of the cost of these assets. Borrowing costs are added to 
the costs of assets until such assets are ready for use. A qualifying asset is an asset 
that necessarily requires a substantial period of time to make ready for use. 

 
The borrowing costs of eligible capitalization loans represent the effectively incurred 
costs, less any financial revenue resulting from the temporary investment of funds 
raised and not yet used in the acquisition or construction of qualifying assets. 

 
All other borrowing costs are recognized in income for the year in which they are 
incurred. 
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4.4.3 Finance leases 

 
The obligations under lease agreements with the substantial transfer of benefits, 
risks and control of assets are recognized in liabilities as finance leases. The liability 
is initially recognized at the lower of the fair value of the leased asset and the present 
value of the minimum lease payments. The discount rate used is the interest rate 
implicit in the contracts. Financial charges are appropriated over the term of the 
lease, producing a constant periodic rate of interest on the liability’s remaining 
balance. 

 
The Company’s main finance lease contracts refer to the leases of fuel distribution 
bases signed with the subsidiary Fundo de Investimento Imobiliário (FCM).  

 
4.5 Derivative financial instruments and hedge activities 

 
The Company maintains financial hedging derivative instruments for equity 
protection, with the purpose of reducing the risk of unfavorable variations resulting 
from fluctuations in foreign currency prices. These financial instruments are 
measured at fair value through profit or loss. 

 
No contracts with characteristics that indicate the existence of embedded derivatives 
were found.  
 

4.6 Inventory 
 

Inventory is stated as follows: 

 
 Oil products, biofuels and raw materials are shown at the lower of the average 

acquisition cost and the net realizable value; 

 
 The materials and supplies represent production inputs, operating and 

consumption materials that will be used in the Company's activities and are 
stated at the average purchase cost, which does not exceed the replacement 
value.  

 
The balance of biofuels includes ethanol and biodiesel inventory balances. 

 
The net realizable value is the estimated sales price in the ordinary course of 
business, less selling expenses.  

 
The cost of inventory includes all costs of acquisition and transformation, as well as 
other costs required to place them in the current location and conditions. 
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4.7 Prepaid expenses 

 
Prepaid expenses correspond to expenditure on insurance, rentals and subsidies 
granted to customers as early bonuses. These amounts are allocated to the profit or 
loss of the fiscal year on a linear basis according to the agreement’s term. 

 

4.8 Property, plant and equipment 

 
Property, plant and equipment are stated at the historical acquisition or 
construction cost less accumulated depreciation and accumulated impairment 
losses, when applicable. 

 
Acquisition costs include expenditure directly attributable to the acquisition of an 
asset. Costs for constructed assets include the cost of materials and direct labor, any 
other costs to place the assets at the location and in the condition necessary for them 
to be able to operate in the manner intended by Management, and borrowing costs 
related to qualifying assets. Loan costs for construction in progress are capitalized 
until these assets are ready for use. 

 
Subsequent expenditure is capitalized only when it can be reliably measured and 
provided that it is probable that the Company will earn future economic benefits 
associated with the expenditure. Other expenditure for repairs and maintenance is 
recognized directly in the result, when incurred. 
 
Gains or losses on disposals of property, plant and equipment are recognized in 
other operating income/expenses. 

 
The Company's property, plant and equipment includes equipment, substantially 
represented by tanks, pumps and aircraft fueling units, as well as a lubricant plant 
and fuel distribution sites.  

 
Depreciation is recorded using the straight line method, based on the rates 
determined using the estimated useful lives of the assets, reported in Note 4.10. 
Land is not depreciated. 

 
Leased assets are initially measured at an amount equal to the lower of the fair value 
and the present value of the minimum lease payments. After initial recognition, 
assets are depreciated over their useful lives, considering the reasonable certainty of 
obtaining ownership of these assets at the end of the lease. 
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4.9 Intangible assets 

 
Intangible assets are represented by expenditure on rights and concessions, 
goodwill and software. 
 
Goodwill, resulting from the acquisition of subsidiaries in the fuel distribution area, 
is measured at cost, less accumulated impairment losses, if applicable.  
 
Intangible assets with defined useful lives are measured at cost, less accumulated 
amortization and any accumulated impairment losses, when applicable. 
 
Subsequent expenditure is only capitalized when it increases the future economic 
benefits embodied in the specific assets to which they relate. Other expenditure is 
recognized in the result, when incurred. 

 
Amortization is recognized in the result using the straight line method, based on the 
estimated useful lives of the assets. The useful life of an intangible asset used for the 
service concession is the period from which the Company has the capacity to charge 
the public for the use of its infrastructure until the end of the concession period. 
 
The amortization of the intangible asset represented by the concession for Gás 
Natural do Estado do Espírito Santo occurs over the term of the agreement, 
maturing in 2043 (Note 15.2). 

 
Development costs directly attributable to software are recorded as intangible 
assets if all of the recognition criteria are met, which include, but are not limited to: 
expenditure measured with reliability, intent, technical and financial capacity for 
asset completion and the generation of probable future economic benefits for the 
Company.  

 
4.10 Review of the useful life of the assets 
 
The Company recognizes the depreciation and amortization of its assets using rates 
determined based on their estimated useful lives. Depreciation and amortization 
methods are reviewed annually and any adjustments are recognized prospectively, 
as changes in accounting estimates. 
 
In 2016, the Company reviewed the economic useful lives of property, plant and 
equipment and intangible assets, based on reports from external assessors, only 
identifying changes in the useful lives of equipment from 4-25 years to 4-24 years.  

 
The change in useful lives estimates for these assets reduced the annual depreciation 
expenses of 2016 by BRL 0.2. 
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The estimated economic useful lives is as follows: 

 

  
 
 

4.11 Asset impairment 

 
The Company assesses the property, plant and equipment and intangible assets with 
a defined useful life when there are indications of the non-recoverability of their 
book value. The recoverable amount of an asset is the greater of: (a) the fair value 
less costs that would be incurred to sell it; and (b) its value in use. These 
assessments are carried out at the lowest level of assets for which identifiable cash 
flow exists. In 2016, based on Management's judgment, no indication of impairment 
was identified for these assets. 

 
The recovery value of goodwill is tested annually, regardless of whether there are 
indications of loss of value. In order to determine whether the recoverable amount 
of goodwill has seen a reduction, it is necessary to estimate the value in use of the 
cash-generating units to which the goodwill has been allocated.  
The value in use is estimated based on the present value of future cash flow, using 
assumptions related to the Company's strategic plan, projected for the years 2017 to 
2030, with the latter being projected forward, considering a real discount rate of 
7.2% (6.4% in 2015).  

 
The main assumptions are:  

 
 Price: price curve derived from the Petrobras Business and Management 

Plan, considering transactions between independent parties;  
 Volume: Derivative demand curves from the Petrobras Business and 

Management Plan; and 
 Operating costs, which can be determined at historical rates presented or 

projected costs in the Company's budget. 
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Cash flow was adjusted to meet the assumptions of Technical Pronouncement CPC 
01 – Impairment of Assets, that is, financing activities, financial results unrelated to 
the Company's normal activity, capital contributions, dividend payments and 
inputs/outflows related to loans were disregarded. Cash flow resulting from the 
continued use of related assets is adjusted to reflect the specific risks and use the 
pre-tax discount rate. This rate is derived from the post-tax rate structured as part of 
the Weighted Average Cost of Capital (WACC). 

 
No impairment losses were identified in the goodwill test. 

 
4.12 Income tax and social contribution 

 
Management periodically assesses the positions taken in relation to the 
determination of the income tax with respect to situations in which the applicable 
tax regulations are open to interpretation and establishes provisions, when 
appropriate, based on the estimated amounts of payments to be made to the tax 
authorities. 

 
The current income and social contribution taxes are calculated based on the taxable 
profit, applying current rates at the end of the period being reported.  

 
Deferred taxes and social contribution are recognized based on temporary 
differences between the accounting values of assets and liabilities for the purpose of 
financial statements, and those used for taxation.  

 
Deferred tax liabilities are generally recognized based on all of the taxable 
temporary differences, and deferred tax assets are recognized only in proportion to 
the probability that the future taxable profit will be available, and against which 
temporary differences can be used. 

 
The balance of deferred tax assets is reviewed at the end of each year, and when it is 
no longer probable that future taxable income will be available to enable the 
recovery of all or part of the asset, the asset balance is adjusted by the amount 
expected to be recovered. 

 
Income tax and social contribution are recognized in the income statement, except 
in proportion as they relate to items directly recognized in equity (comprehensive 
income). In this case, the tax is also recognized in shareholders' equity 
(comprehensive income). 

 
The Company presents deferred income tax and social contribution on a net basis, 
when the deferred tax assets and liabilities are related to the tax expenses of the 
same tax authority and the same legal entity. 
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4.13 Customer advances 

 
Customer advances correspond to contractual obligations resulting from advance 
payments received from customers for the future delivery of products and for 
establishing marketing funds. 
 
Customer advances are recognized as revenue at the time when the products are 
actually delivered. 
 
The marketing fund involves establishing a fund formed by the contribution of the 
reseller points, where each reseller benefits from all publicity and promotion actions 
developed by the Company. 

 
The value of the fund is established through payments for the marketing actions, 
which are not recorded in the result. 

 

4.13.1 Petrobras Premmia Program 
 
Petrobras Premmia – The Company’s loyalty program is one of the main programs 
funded by the resources available in the marketing fund. 

 
These resources are used to purchase different types of promotional items (airline 
miles, events and products, among others) that are made available to plan 
participants, limited to availability. 

 
Due to the program, the Company may also enter into partnerships with other 
companies, by virtue of which participants may obtain discounts to purchase goods 
and/or services offered by them. 

 
Under no circumstances will the Company be responsible to the participants for the 
fulfillment of the obligations assumed by such companies in the partnerships 
mentioned in the previous item. 
 
The partnerships of the Petrobras Premmia Program may be terminated or 
suspended by the Company, at its sole discretion, regardless of previous notice to 
the participants. 

 
Program partners are responsible for the products and/or services they provide for 
redemption. 
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4.14 Employee benefits 

 
Actuarial commitments for pension and retirement benefit plans and medical 
assistance plans are provisioned based on the actuarial calculations prepared 
annually by an independent actuary, according to the projected unit credit method, 
net of the plan’s guarantor assets, when applicable.  

 
Actuarial assumptions include: demographic and economic estimates, estimates of 
medical costs, as well as historical data on employee expenses and contributions. 
Principle uses include: 

 
- Discount rate – comprises the projected inflation curve based on the market plus 
real interest calculated at an equivalent rate that combines the maturity profile of 
pension and health obligations at the future yield curve of the Brazilian 
government's longer term securities; and 

 
- Variation rate for medical and hospital costs – an assumption represented by the 
projected growth rates of medical and hospital costs, based on the Company's 
disbursement history for each individual (per capita) over the last five years, which 
equals the overall inflation rate of the economy over 30 years. 

 
The projected credit unit method considers each period of service as a trigger for an 
additional benefit unit, which are accumulated for the computation of the final 
obligation.  

 
Changes in the net defined benefit obligation are recognized when they are incurred, 
as follows: i) service costs and net interest in the result for the fiscal year; and ii) 
reassessments in other comprehensive income.  

 
The cost of the service is comprised of: i) the current service cost, which is the 
increase in the present value of the defined benefit obligation resulting from the 
service provided by the employee in the current period; (ii) the past service cost, 
which is the change in the present value of the defined benefit obligation arising 
from services provided by employees in previous periods, resulting from the change 
(introduction, change or cancellation of a defined benefit plan) or reduction (a 
significant reduction by the entity in the number of employees covered by a plan); 
and iii) any settlement gain or loss.  

 
The net interest on the net amount of the defined benefit liability is the change in 
the net amount of the defined benefit liability during the period, resulting from the 
passage of time. 
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Reassessments of the net amount of defined benefit liability recognized in equity, in 
other comprehensive income, comprised of: i) actuarial gains and losses; and ii) 
return on the plan’s assets, less the interest revenue earned by these assets.  
 

The Company contributes to the defined contribution plans, the percentages of 
which are based on the payroll, and these contributions are recorded in the result 
when they are incurred. 

 
4.15 Provisions and contingent liabilities 
 
The Company is involved in several legal and administrative proceedings involving 
civil, tax, labor and environmental matters resulting from the ordinary course of its 
operations, whose estimates used for determining the amounts of the obligations 
and the probability of an outflow of resources are made by the Company, based on 
reports from its legal advisers and Management rulings. 
 

Provisions are recognized when:  
(i) The Company has a present or non-formalized obligation (constructive 
obligation) as a result of events that have already occurred;  
(ii) It is probable that an outflow of resources will be required to settle the 
obligation; and (iii) The amount can be estimated with reasonable certainty. 
 

Contingent liabilities (unlikely losses) are not recognized, but are disclosed in 
explanatory notes when the likelihood of an outflow of resources is possible. 

 
4.16 Share capital and shareholder remuneration 

 
The share capital is represented by common shares. 
 

When proposed by the Company, stockholder remuneration is performed in the 
form of dividends and/or interest on shareholders’ equity, based on the limits 
defined in the Company's Bylaws and current legislation.  
Interest on shareholders' equity is recognized in liabilities and treated in the same 
way as dividends. 
 

The tax benefit of interest on shareholders' equity is recognized in the result for the 
year. 

 
4.17 Operating commercial leases 

 
Leases in which a significant portion of the asset’s ownership risks and benefits 
remain with the lessor are classified as operating leases, and the payments are 
recognized as expenses in the income statement using the straight line method over 
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the term of the contract. Contingent payments arising from operating leases are 
recognized as an expense in the period in which they are incurred. 
 
In cases in which the Company is a lessor, the rental income is recognized in the 
income statement, in other operating income, using the straight line method over 
the term of the lease. 

 
4.18 Revenue recognition 

 
Revenue is recognized when its value can be measured reliably, the most significant 
risks and benefits inherent to the ownership of the assets are transferred to the 
buyer, and it is probable that the Company will receive future economic benefits. 

 
Sales revenue is measured at the fair value of the return received or receivable from 
the sale of products and services in the ordinary course of the Company’s business. 
It is presented net of taxes, returns, discounts, interest embedded in the prices of 
products, appropriations of bonuses granted to customers and performance 
bonuses. 

 
The Company markets fuels such as gasoline, diesel, aviation kerosene, ethanol, 
natural gas and fuel oil and lubricants, among others. These products are mainly 
purchased from the parent company, Petrobras, and are resold to service stations, 
industrial customers airlines, governments, transportation companies, thermal 
power plants and retail dealers, among other consumers. 

 
4.19 Revenue and financial, monetary and exchange costs  

 
These are recognized on an accruals basis and are represented by interest on loans 
to customers, financial investments, monetary restatements of loans, monetary 
restatements of operations with Petrobras, foreign exchange variations and other 
financial operations. Financial costs exclude loan costs that are capitalized as part of 
the asset’s cost. 

 

4.20 Segment reporting 

 
Information by operating segment is presented in a manner consistent with the 
internal report provided to the chief operating decision maker. The Executive Board 
is the chief operating decision maker responsible for the allocation of resources and 
for the performance evaluation of the operating segments. 

 
The accounting information by operating segment (business area) of the Company is 
prepared based on the items directly attributable to the segment, as well as those 
that can be allocated to it on a reasonable basis. 
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Transactions with third parties are considered in the calculation of the segment 
results. 

 
There are no transfers between the business areas. 
 
The Company’’s business information is segmented into the following areas: 

 
Retail Stations  

 
This network markets the Company’s fuel, oil products, lubricants, vehicular natural 
gas, biofuels and convenience store products for the purpose of achieving 
established market and profitability goals, as well as creating favorable conditions 
for sustainable growth.  

 
Major Customers 

 
This area markets fuels, lubricants and provides associated services to all operating 
segments of the Company’s major customer market.  
 
Aviation products 

 
This area markets aviation products and services at the country's airport facilities 
for airlines operating transportation services abroad and the domestic market. 

 
Items that cannot be attributed to other areas are allocated to the Corporate Bodies 
group, especially those related to corporate financial management, overheads 
related to Central Management and other expenses, including actuarial expenses 
related to pension and health plans for retirees and beneficiaries. 

 

5 New standards and interpretations 

 
The main standards issued by the IASB that have not yet come into force and had 
not yet been adopted by the Company on December 31, 2016 are as follows: 

 
IFRS 9 - "Financial Instruments" 

 
This standard establishes a new model for classifying financial assets, based on the 
characteristics of the cash flow and the business model used to manage the asset. It 
changes the principles for the recognition of impairment losses incurred for a model 
based on expected losses. It institutes new requirements related to hedge 
accounting. The effective date is January 1, 2018. 
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The Company is assessing the standard, mainly in relation to a provision for 
doubtful accounts related to trade receivables, using a provision matrix based on 
historical experience which will consider a prospective view. These analyses are 
being prepared and will be measured and disclosed in the financial statements for 
the year ended 31 December 2017. 

IFRS 15 – "Revenue from Customer Contracts” 

This standard establishes new principles for the recognition, measurement and 
disclosure of revenue from customers. The requirements of IFRS 15 stipulate that 
revenue should be recognized when the customer obtains control over the goods or 
services sold, which changes the current model, which is based on the transfer of 
risks and benefits. In addition, the new standard lends further clarification on 
revenue recognition in complex cases. The effective date is January 1, 2018. 

 
So far, based on the studies carried out, the Company does not expect a significant 
impact. However, the final conclusion depends on further analysis. 

IFRS 16 – “Leases” 

 
On January 13, 2016, the IASB issued IFRS 16 “Leases”, which will be effective from 
January 1, 2019 and will replace IAS 17 “Leases”, as well as  the related 
interpretations.  

IFRS 16 sets out principles for the identification, recognition, measurement, 
presentation and disclosure of leases, by both lessees and lessors.  

Among the changes for lessees, IFRS 16 will eliminate the classification between the 
finance and operating leases required by IAS 17. Thus, there will be a single model 
under which all leases will result in the recognition of assets related to the rights to 
use of the leased assets. If the payments foreseen under commercial leases are due 
over time, financial liabilities should also be recognized. 

IFRS 16 will maintain the classification for lessors between finance and operating 
leases required by IAS 17. As such, IFRS 16 should not substantially change the way 
leases will be accounted for by lessors compared to IAS 17. 

The Company has a large number of lease agreements as lessee for several assets, 
such as equipment, real estate and land (mainly where fueling stations are located). 

The Company is currently in the process of estimating the impact of this new 
standard on such contracts. The estimated lease term is included in this analysis, 
considering the non-cancellable period and the additional periods covered if the 
option to extend the lease is exercised, in those cases in which there is reasonable 
certainty regarding the option to extend the term, which will mostly depend on the 
expected use of the Company's assets installed on the leased assets. 



Petrobras Distribuidora S.A.  
Notes to the financial statements 
Fiscal years ending on December 31, 2016 and 2015 
(In millions of Brazilian reais, except when otherwise stated) 

 

The explanatory notes are an integral part of the financial statements.  
 

41 
 

In addition to the lease term, assumptions will be used to calculate the discount rate, 
which will mainly depend on the incremental financing rate for the estimated 
periods. 

Due to the complexity of the estimates and the large number of contracts, the 
Company has not yet completed the implementation process, such that at the end of 
the fiscal year on December 31, 2016, it was not possible reasonably to estimate the 
impact of this standard’s application. However, considering the volume of existing 
contracts, the Company estimates that the impacts of the implementation of IFRS 16 
on its financial statements will be significant, including the recognition of the right 
to use the assets and the corresponding obligations under the contracts that are 
classified as operating leases according to the current standard. In addition, 
amortizations of the right to use the assets and the recognition of interest on the 
lease obligation will replace a significant portion of the amount recognized as 
expenses in the statement of income for operating leases. 

 

6 Cash and cash equivalents 

 

 
 

The financial investments corresponding to the country’s investment funds have 
their resources invested in Brazilian federal public securities and are immediately 
redeemable. In the event of redemption within the first 30 days of the investment, 
IOF tax on income shall apply based on the regressive table.  
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7 Accounts receivable, net  

 
 

  
 

(a) This includes the balance of tax credit rights with the State Governments of Rio de Janeiro and 
São Paulo (BRL 24 in 2016 and BRL 29 in 2015) – Note 30.  

(b) It includes the balance of loans receivable (BRL 842 in 2016 and BRL 881 in 2015) – Note 7.4. 

 
Net estimated losses in doubtful accounts in the fiscal year, amounting to BRL 676    
(BRL 2,919 in 2015), with BRL 641 in the Parent Company (BRL 2,921 in 2015), 
were recognized as selling expenses (Note 25). 

 
The Company currently has BRL 4,391 in accounts receivable through judicial 
recovery (BRL 1,412 in 2015), with BRL 1,732 in current assets and BRL 2,659 in 
non-current assets. 
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 7.1 Composition of the accounts receivable balances – past due and not yet due 

 
On December 31, 2016, the customers’ past-due accounts receivable totaled BRL 6,557 (BRL 6,498 in the Parent Company), of 
which BRL 5,714 (BRL 5,674 in the Parent Company) was reduced to its recoverable amount. The balance of accounts receivables 
not yet due of BRL 281 (BRL 281 in the Parent Company) has been reduced to its recoverable amount. 
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 7.2 Composition – Electrical energy sector (Isolated system) 
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7.3 Transactions in accounts receivable from customers – Electrical energy sector (Isolated system) 
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The Company provides fuel oil and diesel oil to thermal power plants (Eletrobras 
subsidiaries), state concessionaires and Independent Power Producers (PIEs), which make 
up the isolated power system and mainly cover all of the country’s northern states. This 
system is related to public power distribution services to areas that are not normally 
electrically connected to the Brazilian National Interconnected System (SIN), for technical 
or economic reasons.  

A significant portion of the resources used to financially settle such assets comes from the 
sector fund called the Fuel Consumption Account (CCC), the main purpose of which 
includes the partial reimbursement of the acquisition costs for fuels used to generate power 
in the isolated power system. However, several legal changes made over time have affected 
the sector, especially PM 579/2012, which introduced significant adjustments to the sources 
of resources used to subsidize power generation in isolated systems plants. The restrictions 
imposed caused a reduction in the values reimbursed by the CCC to the isolated system’s 
thermoelectric power plants, which in turn started to make smaller payments than those due 
to the Company for the supply of fuels for electricity generation, therefore leading to 
increased defaults by distributors operating in this sector. 

In light of this scenario, on December 31, 2014, the Company and the Eletrobras Group 
companies signed confession of indebtedness agreements in the amount of BRL 5,344 (BRL 
5,194 refers to the Company's portion and BRL 150 refers to Petrobras’ portion), covering 
matured debts up to November 30, 2014, adjusted at the SELIC rate, for the payment of 120 
consecutive monthly installments, beginning in February 2015.  

Part of the confession of indebtedness was guaranteed by a pledge of credits in the amount 
of BRL 5,233 (BRL 126 referring to bonds endorsed by Petrobras) from the Energy 
Development Account (CDE), the purpose of which is to provide resources for CCC 
expenditure related to the generation of energy in the isolated system, among others. 

To mitigate the effects of worsening defaults by companies in the sector, the Brazilian 
Electricity Regulatory Agency (ANEEL) published Normative Resolution No. 679, dated 
September 1, 2015. This Resolution was intended to expedite the release of resources to fuel 
suppliers, due to the possibility of a preliminary reimbursement of up to 75% of the average 
value of invoices for the last three months directly by the CCC to creditor agents, which did 
not occur, aggravating the default of these customers before the Company. As a result, the 
Company recognized a provision for the impairment of trade receivables (PECLD) in 2015 
of BRL 2,456, given unsuccessful attempts to conclude negotiations to sign new confession 
of indebtedness agreements and pledge agreements to guarantee credits from the CDE. 

In the period ending December 31, 2016, the Company recognized additional PECLD in the 
amount of BRL 390, net of reversals, mainly related to new supply provided under a court 
order (injunction). 

In this context, the Company adopted the following measures relating to receivables past due 
for the supply of petroleum products: 
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 Suspension of any forward sale, except in situations when such supply is required 
due to a court decision;  

 Legal collection of default debts on sale and purchase agreements with companies of 
the Eletrobras Group (Amazonas, Acre, Rondônia and Roraima), and the confession 
of indebtedness agreement signed by CEA (Power Company of the State of Amapá); 
and 

 Registration of the Eletrobras Group companies (Amazonas, Acre, Rondônia and 
Roraima) in the CADIN (Registry of Outstanding Debts to the Federal 
Government). 

The maintenance of the debt balance in the electrical energy sector in 2016 at the same level 
as in 2015 results from the amortization of debt in two stages established in the confession 
of indebtedness agreements, with 15% amortization of the renegotiated value in the first 
stage, in the first 36 months, and the remaining 85% in 84 installments beginning in January 
2018. Therefore, the Company expects an increase in 2018 of the amortization installments, 
and a progressive reduction of the debt’s balance with the electrical energy sector, since the 
installments will surpass the net financial income by updating the confession of indebtedness 
agreements. 

As discussed in Note 33 – “Subsequent Events” in the financial statements for the year 
ended 31 December 2016, the Extraordinary General Shareholders’ Meeting on August 31, 
2017, approved the partial split of the Company, with the incorporation of the split portion 
into Downstream Participações Ltda. (a Petrobras subsidiary), in the amount of BRL 6,339 
million. Despite this, the negotiations with Eletrobras have continued, in order to obtain new 
real guarantees to allow the Companyto obtain the settlement of the debt related to defaults 
by the companies of the Petrobras System. 

The partial split didn't include the receivables from sales of goods which occured after 
November 30, 2014, the amounts of which have full allowance for doubtful accounts. 
 

7.4 Loans receivable  

 
Redemption loans refer to borrowing in kind granted to customers with real 
guarantees, endorsements or sureties, for the main purpose of deploying or 
upgrading service stations, as well as establishing installment plans for overdue 
debt. The Company has BRL 842 in loans receivable, not including the isolated 
system of the electrical energy sector (BRL 881 in 2015). 

 
Financial charges derived from reimbursable financing mainly correspond to the 
IGP-M (Brazilian Market General Price Index) variations, or the Reference Rate, 
plus interest of 1% per month and the average debt installment charges of CDI + 1% 
per month. Amortization periods are established and agreed upon in agreements. 



Petrobras Distribuidora S.A.  
Notes to the financial statements 
Fiscal years ending on December 31, 2016 and 2015 
(In millions of Brazilian reais, except when otherwise stated) 

 

The explanatory notes are an integral part of the financial statements.  
 

49 
 

8 Inventory 

 

 
No net realizable value reduction in inventory was recorded in 2016 and 2015. 

 

9 Taxes and contributions recoverable 

 

 
 

The Company’s credits are mainly composed of: (i) Income tax and Social 
Contribution on Recoverable Profit based on the income for the year 2016 (BRL 
218); (ii) ICMS Tax Replacement to be reimbursed by the States in interstate 
operations involving oil products, on which tax was withheld in the State of origin 
and transferred to the State of destination at a lower value, mainly the States of 
Bahia (BRL 88), Maranhão (BRL 79), Amazonas (BRL 44), Rio de Janeiro (BRL 22), 
Pernambuco (BRL 22) and Pará (BRL 14); (iii) ICMS to be refunded by the State of 
Espírito Santo, regarding the purchase of natural gas with Tax Replacement in the 
State of origin (BRL 94); (iv) credits to be returned by the State of Mato Grosso, 
through the administrative proceeding which established there was over-collection 
of prepayments (BRL 78); and (v) various agreements signed with State 
Departments of Taxation and Finance involving the reimbursement of ICMS to the 
Company (BRL 84).  
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10 Deferred income tax and social contribution  

 
(a) Grounds for carrying out 
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(b) Transactions 
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 (c)  Estimation of realization  

 

   
 

 (d) Reconciliation of income tax and social contribution on profit 

 
Reconciliation of taxes calculated using nominal rates, and the value of taxes 
recorded in the years 2016 and 2015 are as follow: 
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11 Prepaid expenses 

 

  

 
Early bonuses granted to customers correspond to the installments paid in kind, and 
in the form of products, under conditions pre-established with such customers. 
Once enacted, these agreements were deemed unenforceable and absorbed by the 
Company.  

 
The Company recorded such absorbable installments in its income in proportion to 
the agreement term periods, as a reduction of gross revenue, in the Parent Company 
and Consolidated reports, amounting to BRL 542 (BRL 412 in 2015) (Note 23).  

 

12 Judicial deposits 

 

 
 

The Company maintains BRL 192 (BRL 159 in 2015) in judicial deposits for 
provisioned lawsuits (Note 28.1.1); BRL 366 (BRL 284 in 2015) for possible 
contingencies; BRL 324 (BRL 280 in 2015) in deposits for proceedings that list the 
Company as a plaintiff, among others. 
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13 Investments 

 
13.1 Summary accounting information on subsidiaries, joint 
arrangements and associates 

 
The table below presents the total assets, liabilities and results of the investees, no in 
proportion to the Company’s interest. 

 

 
(a) Shares 

(b) Position at November 30, 2016 

 
The shareholdings held by the Company do not include shares traded on the stock 
exchange. 
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13.2 Description of the activities of subsidiaries 

 
a) Fundo de Investimento Imobiliário (FII FCM)  

 
 The purpose of this entity is to acquire and/or to build, through purchase and 

sale agreements, real estate including terminals, bases, fueling stations and a 
lubricants factory owned by the Company. FII FCM is managed by Rio Bravo 
Investimentos S.A. Distribuidora de Títulos e Valores Mobiliários. The assets 
under construction by FII relate to the Lubrax Expansion Project.  

 
 Under the applicable regulations, FII FCM cannot grant loans or advances to its 

quotaholders. 

 
 The Company is obligated to provide resources in the event that FII FCM does 

not have the resources to bear the costs and expenses related to any payment or 
indemnification due under the terms of its founding instruments and 
prospectuses for the issuance of Real Estate Receivables Certificates (CRIs). 

 
b) Stratura Asfaltos S.A.  

  
 The main activities of this entity, headquartered in the city of São Paulo, are the 

production and commercialization of emulsions and asphalt products in 
general, chemicals, lubricating oils, greases, as well as the provision of 
administrative and technical services, including those related to asphalt paving 
and other services correlated. 

  
 The raw materials used in the production process are mainly acquired from the 

parent company Petrobras. 
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13.3 Description of the joint operation 

 
Brasil Carbonos S.A. 

 
  The main activity is the construction and/or operation of plants for the storage 

and processing of green petroleum coke, and it can process, mix and benefit 
from all forms of carbonaceous and solid fuel products of national or foreign 
origin and is domiciled in the city of Cosmópolis, São Paulo. 

 
  Participation in Brasil Carbonos allows the Company to play the role of logistics 

operator for green petroleum coke for the Petrobras Group. The processed 
product is processed and stored by Brasil Carbonos and distributed to the 
refineries of the Petrobras Group. 

     
 13.4 Description of the activities of joint ventures 

 
a) CDGN Logística S.A. 

 
Its main activities are the provision of transportation, compression and 
marketing services for natural gas and biogas, compressed or liquefied, and the 
transportation, loading and delivery of oil and natural gas products throughout 
the national territory, headquartered in the city of Rio de Janeiro. 

 
b) Brasil Supply S.A. 

 
Its purpose is to provide logistics services, port operations, storage and 
handling of cargo, fuels, lubricants and chemicals, consulting in the commercial 
and industrial engineering, sanitary and environmental areas, the sale of 
chemicals, processing and reprocessing, port support and cabotage, and 
services related to the oil segment and is headquartered in the city of Rio de 
Janeiro. 

 
On February 2, 2017, the Extraordinary General Meeting of Brasil Supply 
approved the opening of a request for judicial recovery. The Company's equity 
interest in Brasil Supply is 0.38%. 

 

c) Energética Camaçari Muricy II S.A. 

 
The purpose of this entity is to build, install, operate, explore, maintain and sell 
the electric energy generated by the Muricy II Thermoelectric Power Plant, 
which will be built in the city of Dias D'Ávila – BA, and headquartered in 
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Salvador – Bahia. Energética Camaçari Muricy II S.A. is in the pre-operational 
phase. 
 
 

d) Pecém Energética S.A. 

 
Its purpose is to build, install, operate, explore, maintain and sell the electrical 
energy generated by the Pecém II Thermoelectric Power Plant, which will be 
built in the city of Dias D'Ávila – BA, and headquartered in Salvador – Bahia. 
Pecém Energia S.A. is in the pre-operational phase. 

 
13.5 Description of associate activities 

 
BRF Biorefino de Lubrificantes S.A. 

 
  The purpose of this entity is to build and operate a used or contaminated 

lubricating oil (OLUC) re-refining plant in the State of Rio de Janeiro, operate 
and sell the OLUC collected to supply the re-refining plant, acquire OLUC and 
other inputs required to operate the re-refining plant and the purchase and sale 
of re-refined basic oil (OBR). BRF is in the pre-operational phase. 
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 13.6 Changes to investments made in subsidiaries, joint arrangements and associates  

  
 

(a) A surplus value of BRL 28 was determined on the acquisition of a stake in Brasil Carbonos S.A. in December 2010, which is amortized due to the assets’ 
useful lives. In December 2016, the Consolidated report recorded a BRL 23 balance under property, plant and equipment. 

 
On December 31, 2015 and 2016, the balance of the shareholder interest in the FII FCM subsidiary is zero, due to short term liabilities presented by this 
subsidiary. Losses greater than the investment value were recorded under liabilities, as a provision. 

 

  
(b) Values recorded in the income statement under “Income from investments”. 
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14 Property, plant and equipment 

 
14.1 Per type of asset 
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(a) This mainly refers to transfers between other equity groups, such as accounts receivable resulting 
from payment in kind, reclassifications of intangible assets and others, according to the nature of 
the investment. 

 

(b) Impairment of BASUL (Cruzeiro do Sul Base – AC) due to the loss of its main customer, the base 
began operating below its capacity, and therefore there is no expectation of a return on the 
investment. There was no reversal in 2016 of the loss recognized in the year 2015. 

 

Assets under construction recorded in the consolidated report mainly refer to the 
expansion, modernization and improvements made to terminals and fuel 
distribution bases, airports and the lubricant factory. 

 
The Company’s and Parent Company’s property, plant and equipment include assets 
resulting from finance lease agreements, amounting to BRL 390 (BRL 454 in 2015).  
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15 Intangible assets 

 
15.1 Per type of asset 
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(a) This mainly includes transfers between other equity groups such as property, plant and 
equipment, according to the nature of the investment. 

 

(b)  The Company has a balance of BRL 68 in relation to software development (BRL 70 in 2015). 

 

(c) Goodwill on fuel distribution assets originated on the acquisition of Liquigás S.A., distributor of 
Liquefied Petroleum Gas (LPG). This investee was transferred to Petrobras in 2012. 
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15.2 Concession for the exploration and marketing of natural 
gas in the State of Espírito Santo  

 
The Company is a concessionaire for the exclusive exploration of piped gas 
distribution in the State of Espírito Santo, through the concession agreement signed 
with the Government of this State for a period of 50 years, maturing in 2043.  

 
The concession predict the provision of distribution services to users in the 
industrial, individual and collective residential, commercial, vehicular, air 
conditioning, cogeneration, raw materials and thermal segments. The Government 
of the State of Espírito Santo monitors compliance with the concession agreement 
through the regulatory agency (Public Energy Agency of the State of Espírito Santo 
– ASPE). 

 
Once the concession ends, the agreement establishes indemnification to the 
Company for the installments of the investments related to reversible assets, 
according to surveys, assessments and settlements to be performed for the purpose 
of determining the amount of the said indemnity. 

 
The Company's remuneration corresponds to the value of the tariffs charged for the 
volume of gas distributed, which are subject to the adjustments and revisions 
specified in the concession agreement.  

 
The amounts of the assets, net of amortization, related to the gas concession and 
recorded as intangible assets as at December 31, 2016 is BRL 274 (BRL 270 in 
2015).  

 
The Company does not charge any margin on constructions, having recorded 
revenue and building costs of BRL 9 in the year 2016 (BRL 12 in 2015). 

 
Law No. 10.493/2016 was published in the Official Gazette of the State of Espírito 
Santo on February 2, 2016, recognizing the extinction/nullity of the concession 
agreement for piped gas distribution, due to the application of the provisions of 
Article 43 of Federal Law 8,987, dated February 13, 1995.  

 
On August 12, 2016, the Company signed a Memorandum of Understanding with 
the Government of the State of Espírito Santo in order to assess the creation of a 
State-owned company to provide the public distribution of piped natural gas. 

 
The Company made no provisions for loss, since the existing book value as at 
December 31, 2016 is guaranteed by the indemnification foreseen in the said Law. 
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16 Trade payables 

 

 
 

The balance of Trade payables - Companies of the Petrobras Group is mainly made 
up of invoices payable to Petrobras for the acquisition of oil products and services 
(including freight). 

 

17 Borrowing   

 
17.1 Per Financial Institution 

 

 
 

Banco do Brasil 
On April 14, 2015, the Company signed a financing agreement with Banco do Brasil 
in the amount of BRL 4,500, to mature in March 2021. Financing interest is 
amortized quarterly and amortization of the principal will be paid in four semi-
annual installments, starting in September 2019. 

 
Financing charges are 114.25% of the CDI. The funding is covered by the Export 
Credit Notes, based on the Company’s export flow and guaranteed by Petrobras. The 
transaction is exempt from IOF tax, as per Law No. 6.313/75. 
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Bradesco 
On June 1, 2015, the Company signed a financing agreement with Banco Bradesco, 
under Export Credit Notes, in the amount of BRL 3,000 and with a five-year 
maturity.  

 
Financing interest is paid annually, and the amortization of the principal will be 
paid in three equal installments at the end of the 36th, 48th and 60th financing 
months.  

 
Financing charges represent 118% of the CDI. The funding collateral is the purchase 
and sale of ethanol, the resources from which will be reapplied to the purchase and 
export of fuels. The transaction is exempt from the IOF tax, as per Law No. 
6.313/75. Petrobras is the guarantor of this transaction. 

 
Banco da Amazônia 
On June 25, 2015, the Company signed a financing agreement with Banco da 
Amazônia S.A., under Export Credit Notes in the amount of BRL 200, to mature on 
June 26, 2017 and covered by the Company’s aviation kerosene exports. The charges 
of 106.6% of the CDI-over will be amortized along with the principal at the 
transaction’s maturity (bullet type). No funding guarantees were provided.  

 
Banco Itaú 

 
On August 10, 2015, the Company signed an agreement for the issuance of 
debentures, non-convertible into shares, with Banco Itaú BBA, in the amount of 
BRL 3,500, with a five-year maturity.  
Financing interests are amortized every six months, and the amortization of the 
principal will occur in a single payment at the agreement’s maturity on April 15, 
2020. 

 
Compensation charges payable by the debentures are 111.57% of the CDI.  

 
The collateral for the funding is the purchase of ethanol. The transaction is exempt 
from the IOF tax, per Law No. 6,313/75. Petrobras is the guarantor of the 
transaction. 
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17.2 Contractual obligations (covenants) 
 
The Company has contractual obligations related to such financing agreements, 
which were fully met in 2016, among them the submission of financial statements 
on the dates agreed with the institutions; the Company could not suffer protests 
over own securities in previously determined amounts; not incurring defaults to the 
lender or any financial or credit institution, as per the agreed values; and other 
clauses. 
 

17.3 Nominal flux of principal and financing interest rates 
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17.4 Transactions  

  
Financing interest was amortized in 2016 for loans from Banco do Brasil (BRL 688), 
Itaú (BRL 623), Bradesco (BRL 495), CRIs (BRL 59), among others. 
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17.5 Summarized information on financing maturities 

 

   

 
(a) Only Real Estate Receivables Certificates - CRI 

 

The fair values of financing are mainly determined using derivatives from observable market prices (Level 2). The fair value of 
financing on December 31, 2016 is BRL 11,203 (BRL 9,899 on the Parent Company report). 

 
The sensitivity analysis of the financial instruments is included in Note 30.2.2.1. 
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17.6 Guarantees 

 
Brasil Carbonos S.A. owns property, plant and equipment pledged as collateral 
(fiduciary disposal), in the amount of BRL 2 for financing funded by FINAME and 
BRL 7 for borrowing contracted with BNDES, whose financial agent was Banco do 
Brasil.  

 

18 Leases 

 
18.1 Finance leases  

 
The Company has financial commitments with FII FCM, which is managed by Rio 
Bravo Investimentos DTVM Ltda., as a result of rights arising from leasing 
transactions for real estate and equipment and the construction of bases and 
terminals, updated by the IPCA (Brazilian National Consumer Price Index). The 
balance payable on December 31, 2016 amounts to BRL 685 (Note 18.1.1). 

 
Real estate credits originating from Private Purchase and Sale Agreements served as 
coverage for the issue of Real Estate Receivables Certificates (CRI) by RB Capital 
Securitizadora S.A. CRIs are registered for trading on the secondary market at 
BOVESPA FIX, managed by BM&F Bovespa S.A. - Bolsa de Valores, Mercadorias e 
Futuros and CETIP. 

 
The Company leased equipment from the investee CDGN, and leases such 
equipment to the customers Suzano Papel e Celulose S.A. and Fiat Automóveis Ltda. 
The balance receivable from these customers is originated from leases that totals 
BRL 28 (Note 18.1.1). 

 
There are no contingent payments or guaranteed residual values.  
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18.1.1 Payments flow and receipts from finance leases  

 

 

 
18.2 Operating commercial leases  

 
In 2016, the Company paid BRL 285 (BRL 305 in 2015) to fulfill contractual 
commitments under operating leases, of which BRL 194 refers to fixed installments 
and BRL 91 to variable installments. Such leases have maturities that mature in the 
year 2040. 

 
Operating commercial leases mainly include land, administrative units and 
buildings used as fueling stations and power supply equipment.  

 
The estimated disbursements for the next fiscal year are as follow: 
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19 Customer advances  
 

 
 

(a) Advances received from affiliated customers, such as retailers, franchisees and business partners, 
for advertising and promotional actions developed by the Company. 

 

20 Taxes and contributions payable 

 

      
 
ICMS debts are mainly represented by: ICMS tax and ICMS Tax Replacement 
recorded in the Tax Ledgers to be collected, mainly, from the States of São Paulo 
(BRL 45), Minas Gerais (BRL 14), Paraná (BRL 10), Rio de Janeiro (BRL 9), Goiás 
(BRL 9), Mato Grosso do Sul (BRL 8) and Pernambuco (BRL 7). 
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20.1 State Amnesty Programs 

 
On December 31, 2015 and 2016, the Company settled ICMS tax debts with several 
States, through Amnesty Programs. 

 

 
 

(a) The entire settlement was made with financial resources from the alcohol plants, which were 
the suppliers of the BR and the responsibles for the infraction of the legislation that generated 
the tax debts included in the amnesty program. 

 

21 Employee benefits 

 
The Company's obligations regarding pension and health plans are as follow: 
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 21.1 National pension plans – Defined benefit and variable contribution 
 
The management of the Company's supplementary pension plans is the 
responsibility of the Petrobras Social Security Foundation (Petros), which was 
founded by Petrobras as a non-profit, private legal entity with administrative and 
financial autonomy. 

 
(a) Petros Plan – Petrobras Social Security Foundation  

 
The Petros Plan is a defined benefit pension plan, which was founded by 
Petrobras in July 1970 to ensure participants a supplement to the benefit granted 
by Social Security, and is currently intended for Petrobras and Company 
employees. The plan is closed to employees recruited since September 2002.  

 
The assessment of the costing plan of Petros is performed by independent 
actuaries, under a capitalization regime, for the majority of the benefits. The 
sponsors make regular contributions in amounts equal to the contributions made 
by the participants (employees, assisted participants and pensioners), in other 
words, on a parity basis.  

 
On July 31, 2016, the Petros Plan deficit was calculated at BRL 22.6 billion. 
According to Resolution No. 22/2015 of the National Supplementary Pension 
Board (CNPC), which regulates the issue of deficit management, this amount 
exceeded the maximum limit stipulated in the said Resolution. In the case of the 
Petros Plan, this limit was assessed at BRL 6.6 billion, which would consequently 
generate a minimum amount to be equated of BRL 16 billion, in an equal manner 
between participants and sponsors, within a term of 1.5 times the duration of the 
plan's liabilities, estimated on December 31, 2015 at 18 (eighteen) years, under 
the guidelines of an Equating Plan. 

 
Also, in accordance with the provisions of the aforementioned Resolution, the 
Petros Foundation should have developed and approved such Equation Plan, 
within the scope of its Advisory Board, after the approval of the Sponsors, by 
December 31, 2016 and should have implemented it within 60 (sixty) days of its 
approval. However, the Foundation filed a Request for Adjustment of Conduct 
(TAC) with the National Supplementary Pension Authority (PREVIC), the 
regulatory body of the Supplementary Pension sector, requesting permission to 
postpone the implementation deadline of the said Equating Plan from the year 
2015 to 210 days from TAC approval, claiming technical and foundation 
management factors. Considering these facts, it is estimated that Petrobras, as 
sponsor of the plan, will need to make extra contributions to the Petros Plan by 
virtue of this equation only after the term established in the TAC. 
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On May 26, 2017, the Advisory Board of the Petros Foundation approved the 
2016 financial statements with an accumulated deficit of BRL 26.7 billion (BRL 
22.6 billion deficit until the year 2015) for the Petrobras Group Petros Plan, in 
accordance with the accounting practices adopted in Brazil applicable to entities 
regulated by the CNPC. 

 
On June 19, 2017, PREVIC published the TAC of the Petros Foundation, 
establishing deadlines for the implementation of the equation plan for the 
accumulated deficit in 2015 in the Petros Plan of the Petrobras Group. The value 
to be equated and the payment conditions will be subject to the approval of the 
Foundation’s Advisory Board. Afterwards, Petrobras shall submit it for the 
consideration by the Secretary of Coordination and the Government of State-
owned Enterprises (SEST). 

 
The Foundation foresees the beginning of the extra contributions by participants 
and sponsors of the plan by the end of 2017, provided that all approval stages are 
met. 

 
On December 31, 2016, the balances of the Financial Commitment Terms (TCF) 
signed in 2008 by the Company and Petros amounted to BRL 396 (BRL 396 in 
the Parent Company). The commitments under the TCF have a maturity of 20 
years, with semi-annual interest payments of 6% p.a. on the updated payable 
balance. On the same date, Petrobras had an inventory of oil and/or derivatives 
pledged as guarantees for the TCFs in the amount of BRL 6,449, which are under 
review. 

 
For the year 2017, contributions expected for the plan amount to BRL 36 (BRL 
36 in the Parent Company) and interest payments on the TCF, BRL 24 (BRL 24 
in the Parent Company). 

 
The average duration of the plan's actuarial liability as at December 31, 2016 is  
11.56 years. 
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(b) Petros Plan 2 – Petrobras Social Security Foundation  

 
The Petros Plan 2 was established in July 2007 in the form of variable 
contribution by Petrobras and some subsidiaries that assumed the past service 
contributions corresponding to the period in which the participants had no plan, 
as of August 2002, or later recruitment up to August 29, 2007. The plan is open 
to new joiners, but there will be no past service payments. 

 
The portion of this plan with defined benefit characteristics refers to risk 
coverage for disability and death, guarantees of a minimum benefit and life 
annuity, and related actuarial commitments are recorded according to the 
projected unit credit method. The portion of the plan with defined contribution 
characteristics is intended to form a reserve for scheduled retirement, 
contributions to which are recognized in the income statement according to their 
payments. In 2016, the Company's contribution to the defined contribution 
portion amounted to BRL 44 (BRL 44 in the Parent Company). 

 
The portion of the contribution with defined benefit characteristics is suspended 
between July 1, 2012 and June 30, 2017, as per the decision of the Petros 
Advisory Board, and based on the recommendation from Petros’ actuarial 
consultant. As such, all contributions for this period are being allocated to the 
participant’s individual account. 
The average duration of the plan's actuarial liability as at December 31, 2016 is 
40.23 years. 
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21.2 Pension plan assets 

 
The investment strategy for assets held by benefit plans reflects a long term vision, 
an assessment of the risks inherent in the various asset classes, as well as the use of 
diversification as a risk reduction mechanism for the portfolio. The plan's asset 
portfolio shall comply with the standards defined by the National Monetary Council. 

 
Petros develops Investment Policies for the purpose of guiding investment 
management over a five-year period, which are reviewed annually. The Asset and 
Liability Management model (ALM) is used to rectify liquid cash flow mismatches 
for the benefit plans it manages, considering liquidity and solvency parameters, 
adopting a 30-year horizon in the simulations. 

 
The allocation limits for the assets determined in the Petrobras Group Petros Plan 
Investment Policy for the period between 2017 and 2021 are as follow: 40% to 75% 
in fixed income, 10% to 35% in variable income, 4% to 8% in real estate, 2% to 8% in 
loans to participants, 0% to 7% in structured investments. The allocation limits for 
the Petros Plan 2 for the same period are: 60% to 100% in fixed income, 0% to 20% 
in variable income, 0% to 5% in real estate, 2% to 8% in loans to participants, 0% to 
4% in structured investments and 0% to 2% in investments abroad. 

 
The assets of the pension plans, segregated by category, are as follow: 
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21.3 Healthcare plan – Multidisciplinary Health Assistance (AMS) 

 
The Company, Petrobras, Petrobras Transporte S.A. – Transpetro, Petrobras 
Biocombustível S.A., Transportadora Brasileira Gasoduto Brasil-Bolívia S.A. – TBG 
and Termobahia S.A. maintain a medical assistance plan (AMS), which covers all 
employees of companies in Brazil (active and inactive) and dependents. Its 
management is based on the principles of self-sustainability of the benefit and 
includes health prevention and awareness programs. The main risk associated with 
health benefits relates to the growth rate of medical costs, which is due to the 
implantation of new technologies and the inclusion of new coverage, as well as 
increased health consumption. To that end, Petrobras seeks to mitigate this risk 
through continuously improving its technical and administrative procedures, as well 
as enhancing several different programs offered to the beneficiaries. 

 
Employees contribute a pre-defined monthly portion for high-risk coverage and a 
portion of the expenditure incurred for other coverage, both established according 
to participation tables based on certain parameters, including wage levels and age, 
in addition to the pharmacy benefit that foresees special conditions for the 
acquisition of certain medication from registered pharmacies distributed 
throughout Brazil. The medical assistance plan is not covered by collateral. Benefits 
are paid by the Company based on the costs incurred by the participants. 

 
The average duration of the plan's actuarial liability as at December 31, 2016 is  
21.77 years. 

 
21.4 Obligations and net actuarial expenses, calculated by independent 
actuaries, and the fair value of the assets of the plans 

 
The information for all defined benefit plans was combined, since they contain 
similar assumptions.  
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(a) Changes in actuarial liabilities, fair value of assets and amounts 
recorded on the balance sheet 
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(b) Components of the defined benefit 

 

  

 

  

 
(c) Sensibility analysis 

 
The variation of 1p.p. in the assumptions of discount rate and medical costs 
would have the following effects: 
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(d) Actuarial assumptions adopted in the calculation 
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(e) Obligation maturity profile 
 

 
 

21.5 Profit sharing 

 
Employee profit sharing (PLR) is based on current legal provisions, as well as the 
guidelines established by the Department of Coordination and Governance of State-
owned Companies (DEST) of the Ministry of Planning, Budget and Management, by 
the Ministry of Mines and Energy and by Petrobras. 

 
The Collective Bargaining Agreement (ACT), which deals with this profit sharing, 
sets forth indicators defining the amount to be paid as PLR, where the payment, in 
the case of the absence of consolidated profit, will only occur if the goals are 
reached. 

  
Due to the failure to achieve the goals established in the Collective Labor Agreement 
in 2016, no obligation to pay was recognized in the Financial Statements regarding 
employee profit sharing for the fiscal year 2016. 

 

21.6 Voluntary Dismissal Incentive Plan (PIDV) 

 
In October 2016, the Company implemented the 2016 BR Voluntary Dismissal 
Incentive Plan (PIDV), in order to enroll the Company’s permanent employees to 
the divestment plan carried out by the Parent Company Petróleo Brasileiro S.A. and 
the performance goals of the 2017-2021 Business and Management Plan.  

  
The program closed the enrollment period on December 30, 2016 with 1,105 
enrollments. The dismissal period for the program’s employees from January 17 to 
July 31, 2017, as per the management action plan for the knowledge or managerial 
succession inherent to each employee’s processes and activities. 

  
Employees who adhered to the PIDV had been with the Company for at least ten 
years on December 30, 2016, regardless of its position or function. The 2016 BRL 
PIDV Regulations state that employees may withdraw at any time, in which case 
they would not receive the financial incentive.  
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Financial incentives to be paid to employees who accepted dismissal through the 
PIDV ranged from BRL 800,000 (eight hundred thousand Brazilian Reais) to BRL 
250,000 (two hundred and fifty thousand Brazilian Reais), in addition to other legal 
and corporate advantages. 

 
The Company recorded the provision on December 31, 2016, corresponding to the 
compensation payable to employees who subscribed, subject to periodic review of 
possible withdrawals, updated compensation due to collective bargaining 
agreements up to the employees’ effective dismissal date and the updating of 
minimum and maximum values by the IPCA.  

 
In 2016, the Company recorded 319 dismissals, three of which were from the PIDV 
BR – 2014 and 316 dismissals referring to the PIDV BR – 2015. There were 31 
withdrawals in 2016, one of which was related to the PIDV BR – 2014 and the other 
related to the PIDV BR – 2015. 

 
The provision regarding the PIDV was classified under current liabilities. 

 

 

 
Of the remaining balance as at December 31, 2016, BRL 0.7 refers to pending 
dismissals of PIDV BR – 2014 (one person), with no remaining participants from 
PIDV BR – 2015 to be dismissed. 
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22 Equity 

 
22.1 Share Capital 

 
At the Extraordinary Shareholders' Meeting held on November 14, 2017, and based 
on the terms of articles 12 and 122 of Law 6404/76, the proposal for grouping shares 
of the Company's capital stock was approved, in the proportion of 
29,8521666575107:1, so that each set of  29,8521666575107 shares were grouped 
into a single share. The amendment on the article 4, from  the By-laws was also 
approved to reflect the change in the number of shares, from 34,777,774,156 shares 
(unchanged since 2013) to 1,165,000,000 common shares, representing in book-
entry form and with no nominal value.  
 
The share capital on December 31, 2016 and December 31, 2015 is BRL 6,352, fully 
subscribed and paid in. 
 

 22.2 Profit reserves 

 
(a) Legal reserve 

 
 This reserve is established through the appropriation of 5% of the profit for the 

year, not exceeding 20% of the share capital, in compliance with Article 193 of 
the Brazilian Corporate Law. In light of the calculated losses, no legal reserve 
was established. 

 
(b) Statutory reserve 

 
 This reserve is established through the appropriation of the net profit for each 

fiscal year of at least 0.5% of the paid-in share capital at the end of the year, 
intended for funding research and technological development programs. The 
balance of this reserve may not exceed 5% of the paid-in share capital, in 
accordance with Article 46 of the Company’s Bylaws. In light of the calculated 
losses, no statutory reserve was established. 

 
(c) Profit retention reserve 

 
 This reserve is used for investments foreseen in the capital budget, mainly in 

the distribution of oil products, ethanol, support infrastructure, injections of 
capital and financing for customers, in accordance with Article 196 of the 
Brazilian Corporate Law. 
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The loss for the financial year 2016 shall be obligatorily absorbed by the profit 
retention reserve in the amount of BRL 315, as well as the interest on 
shareholders' equity declared for Petrobras in the amount of BRL 747. 

 
Shareholders’ equity is subject to income tax withholding of 15%, as established 
in Law No. 9.249 /95 and amendments thereto. This interest was recorded in 
operating income, as required by tax legislation, and was reversed against 
retained earnings, resulting in an income tax and social contribution tax benefit 
in the amount of BRL 254 (BRL 246 in 2015) as per Note 10 (d). 
 

22.3 Dividends and interest on shareholders' equity 
 
Stockholders are assured of a mandatory dividend of 25% of adjusted net income for 
the year, in accordance with Article 7 of the Company's Bylaws and pursuant to 
Article 202 of the Brazilian Corporate Law.  

 
At a meeting held on December 14, 2016, the Company's Board of Directors 
approved the distribution of interest on shareholders' equity to Petrobras in the 
amount of BRL 747, withholding income tax in the amount of BRL 112.  

 
Interest on shareholders' equity will be financially updated, from December 31, 2016 
until the date of discharge, in accordance with the variations in the SELIC rate. 

 
22.4 Accumulated other comprehensive (deficit)  
 
The recognition of actuarial gains or losses, net of taxes on profit, calculated by 
independent actuaries at the end of each fiscal year.  

 
 22.5 Income per share 

 

 
 
The basic and diluted loss per thousand shares, previously presented, considering 
34,777,774,156 common shares was BRL 9.04 on December 31, 2016 (BRL 33.38 on 
December 31, 2015). 
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23 Sales revenue 
 

 
  

(a) This includes revenue from services of BRL 65 in the Consolidated reporting (BRL 108 in 
2015) and BRL 38 in the Parent Company (BRL 82 in 2015), and electrical energy revenue in 
the Consolidated report and in the Parent Company of BRL 14 (BRL 22 in 2015).  

 

(b) Values granted to customers to meet the contractually agreed terms and performance, in 
particular, the consumption of volumes foreseen in supply agreements. 
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24 Other revenue (expenses), net 
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25 Expenses by nature  
 

 
 

 



Petrobras Distribuidora S.A.  
Notes to the financial statements 
Fiscal years ending on December 31, 2016 and 2015  
(In millions of Brazilian reais, except when otherwise stated) 

 

The explanatory notes are an integral part of the financial statements.  
 

89 
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26 Financial income, net 
 
 

 

 
 

Financing charges (interest and monetary variation) amounted to BRL 1.910 (Note 
17.4) in the period (BRL 1,168 in 2015), with BRL 1.899 recorded in the income 
statement (BRL 1,139 in 2015) and BRL 11 as capitalized interest (BRL 29 in 2015). 
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27 Information by segment 
 
The Executive Board, responsible for making operating decisions, considers the business 
from the perspective of the profile/market of its customers, with respect to the Retail 
Stations. In terms of client profile, Management separately considers the activities of the 
Retail Stations, Major Customers and Aviation.  

 
Other segments related to the sale of chemicals, asphalt and power generation were 
classified under “other”, as reportable operating segments since they did not achieve the 
quantitative criterion required by the IFRS/CPC for reportable segments. 

 
The Company's revenue from Brazilian customers is BRL 85,340 (BRL 95,561 in 2015), 
and total revenue from foreign customers, based on the country of destination of the 
sale, is BRL 1,297 (BRL 1,719 in 2015). 

 
The Company’s assets, notably the bases, terminals and other fixed assets, are not 
presented per segment to the Executive Board, since they are used without segmentation 
by all of the business units. In a similar manner, liabilities are not presented by segment, 
since they are managed by the central treasury.  

 
The Executive Board assesses the following key financial information: 
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28 Judicial, administrative and contingency proceedings 

 
28.1 Provisioned judicial and administrative proceedings 

 
The Company and its investees establish sufficient provisions to cover reliably 
estimated probable losses. The main proceedings subject to provision are as follow:  

 
Tax Proceedings – (i) related to the transfer of ICMS credits of hauliers and builders 
from the state of Mato Grosso, compensated by the Company (BRL 1,176); (ii) the 
incidence of PIS/COFINS through tax substitution on aviation kerosene sales 
transactions (BRL 46); and (iii) ICMS collection due to failure to include ICMS – 
Tax Replacement in the calculation base (BRL 49).  

 
In 2015, the Company recorded provisions of BRL 555 related to several infraction 
notices resulting from the deductions practiced with respect to the monthly ICMS-
ST payments, mainly due to the use of ICMS credits acquired from hauliers located 
in the State of Mato Grosso (State Ordinance No. 2.683/2010), as well as purchase 
and sale agreements for credits granted to building companies, in compliance with 
the agreements made between the State of Mato Grosso, the Company and the 
builders, which was effected through official letters issued by the State of Mato 
Grosso itself to the Company (ICMS Agreement No. 85/2011). Legal analyses in 
2016 identified the need to make additional provisions in the total amount of BRL 
621. 

 
Civil Proceedings – (i) a lawsuit claiming that the Company allegedly failed to 
comply with the Transportation and Mutual Agreement, resulting in losses and 
impairing the operations of Valpar's fueling stations in the amount of BRL 84 (BRL 
68 in 2015) ; (ii) a lawsuit filed by the company Compasa, due to the alleged loss of 
exclusivity for the marketing of Lubrax brand products in Paraguay, as a result of 
Petrobras entering the local market and selling the same products (BRL 36); (iii) a 
judicial ruling against the Company to return the property and pay losses and 
damages for the time that the Company allegedly unduly occupied the asset (BRL 
50); (iv) lawsuit filed by Único Combustíveis Ltda., which requests the conviction of 
the Company for the payment of a fine agreed in a Commercial Purchase and Sale 
agreement, as well as the compensation of moral damages due to interrupted fuel 
supply (BRL 44); and (v) a lawsuit that arose due to the Company’s unilateral 
termination of the distribution agreement, wherein the client requests the contract’s 
termination due to a breach by the Company, including the release of guarantees 
and the conviction for the payment of the contractual fine, indemnification for 
losses and damages and moral damages (Dislub) (BRL 70). 

 
Labor Proceedings – (i) conviction plea resulting from the payment of wage 
differences under the Bresser Plan at the rate of 26.06%, resulting from Decree-Law 
No. 2.335/87, in the wage levels table (BRL 18); (ii) plea for the reinstatement of 
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employees on the grounds that the dismissals were null and void due to non-
compliance with collective bargaining agreements (BRL 4); and (iii) plea for the 
payment of attorneys’ fees arising from the termination of the service agreement 
signed with a company incorporated by the Company (BRL 5). 
These provisions are presented according to the nature of the corresponding causes:  

 

 
 

 
 

  
 
Expenses related to judicial and administrative proceedings, including updates, are 
classified under other operating expenses. 

 
28.1.1 Provisioned judicial proceedings and judicial deposits 
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28.1.2 Guarantees 
 
A portion of the Company’s inventory and property, plant and equipment is pledged 
as guarantees for judicial proceedings in which the Company is named as a 
defendant. 

 

  
 
28.2 Non-provisioned court proceedings (possible losses) 

 

  

 
 The following is a list of the main non-provisioned court proceedings: 
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a) Tax proceedings 
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b) Civil proceedings 
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c) Labor proceedings 
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29 Contractual commitments 

 
a)  Commitments to Petrobras 

 
The Company has contractual commitments to Petrobras for the purchase of oil 
products for a five year period, which corresponds to a total estimated value of 
BRL 25,600. 

      
The Company has unconditional purchase commitments to Petrobras for the 
period from 2016 to 2025, amounting to approximately 5.1 billion cubic meters 
of natural gas, which corresponds to a total estimated remaining value of BRL 
2,900. 

 
On March 1, 2016, the Company signed a new agreement with Petrobras for the 
purchase of 3.5 million tons of Green Petroleum Coke per year over a five year 
period, starting on the signature date and extendable for an equal term, with an 
estimated value of BRL 5,500 for the first contractual period.  

 
b)  Lease agreements 

 
The Company has contractual commitments with Confidere OGB Imobiliária e 
Incorporadora regarding the lease of the Lubrax Building for the period from 
2017 to 2031, at an estimated total remaining value of BRL 1,400.  

 
c)  “Take or pay” agreements 

 
Brasil Carbonos’ services are rendered in full to the Company. There is an 
agreement with a take or pay clause for services rendered at the Taubaté/SP 
plant. The agreement stipulates the provision of processing services for 
20,910,000 tons of green petroleum coke, with an estimated value of BRL 490, 
until December 2032. 
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30 Financial instruments and risk management 

 
Financial instruments held by the Company are managed through internal controls 
and operational strategies, focusing on liquidity, regarding the choice of 
counterparties, the profitability and safety of commercial areas for which such 
transactions are made. 

  
The control policy consists of continuous monitoring of contracted rates versus 
current market rates, with the ultimate goal of preserving the margins obtained 
through the hedging policy jointly established with the commercial areas. The 
Company does not make speculative investments in derivatives or any other high-
risk assets. 

 
Due to the nature of its business, the Company is mainly exposed to credit risk, with 
part of this exposure updated through the application of interest rates on customer 
financing. The Company is also subject to risks related to liquidity, market and 
exchange rate variations. 

 
Descriptions of the financial instruments included in the balance sheet: 
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30.1 Risk management objectives and strategies  

 
The main forum to discuss the Company’s credit risk management is the Credit 
Committee, which sets the main parameters and guidelines for the policy on the 
granting of credit. Credit application analyses, according to their value levels, have 
specific procedures and growing requirements depending on the level of exposure, 
and some cases are directed to the Executive Board for a decision.  

 
Regarding foreign exchange exposure, the management policy for this type of risk is 
set by the Executive Board, with joint management of the financial and commercial 
areas responsible for international billing. 

 
30.2 Market risk 

 
30.2.1 Credit risk 

 
The Company’s exposure to credit risk arises from the forward sale of products, 
resulting from its usual commercial transactions. Such risk is caused by the 
possibility of not receiving payment for sales made. 

 
30.2.1.1 Credit risk management 

 
The Company’s Credit and Collection Policy defines the approval spheres for each 
customer, considering the value requested, and establishes term limits, thus 
allowing the periodic reassessment of each customer’s situation regarding the risk it 
may represent. 
 
The analysis includes the customer’s payment behavior and market constraints, real 
guarantees (mortgages), personal guarantees (sureties), as well as a balance sheet 
analysis. The Company adopts the competence limit table, approved by 
Management, to grant credit. 
 
Credit granted to financial institutions in relation to hedging activities is distributed 
among the main international banks considered by international risk ratings 
agencies as Investment Grade, and all major Brazilian banks.  
 
The Company’s commercial credit portfolio is diversified, serving customers from 
the automotive network and major customers, represented mainly by industries and 
Government clients. Risk exposure is mainly represented by the balance of accounts 
receivable. 
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30.2.2 Interest rate risk 

 
The Company’s interest rate risk on liabilities is mainly associated with the CDI, 
which is the index for the financing agreement signed with Banco da Amazônia, 
Banco do Brasil, Itaú and Bradesco (Note 17), and with the IGPM and IPCA rates, 
which are indexers of Real Estate Receivables Certificates. Assets are mostly 
characterized by the confession of indebtedness agreements of companies from the 
Eletrobras Group, updated at the SELIC rate.  

 
30.2.2.1 Interest rate risk management 

 
The Company does not currently use derivative financial agreements to manage its 
exposure to interest rate fluctuations. 

 
The interest sensitivity analysis of the main financial assets and liabilities on 
December 31, 2016 is as follows. 
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(a) Scenario I corresponds to the effect recorded in the results for the fiscal year, considering the December 31, 2016 base date.  
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30.2.3 Foreign exchange risk  
 
The Company is exposed to exchange rate risk due to sales to foreign customers. 

 

30.2.3.1 Foreign exchange risk management 
 
The Company enters into foreign exchange hedging agreements to cover commercial 
margins inherent to aviation fuel sales made to foreign customers. The purpose of 
the operation is to ensure that the commercial margins agreed with customers are 
maintained throughout the term of the negotiated prices, as well as the commercial 
payment term. 
 

Export hedge activities were hired in 2016 totaling USD 158.8 million. The hedging 
transactions hired for export billing in US Dollars from the aviation segment in 2016 
represented 48%. The Company’s financial risk management policy provides for 
entering into hedging agreements to cover a maximum of 100% of foreign billing. 
 

The Company contracted foreign exchange hedge activities in the purchase position 
to fix aviation kerosene prices in Brazilian Reais for domestic customers from the 
aviation segment in the total amount of USD 29.9 million, representing 100% of the 
volume of this type of operation. USD 16.7 million in foreign exchange hedging was 
also contracted in the purchase position for the company's imports exposed to 
foreign exchange variations. 
 

The settlement of all foreign exchange hedge activities in 2016 generated a positive 
result of BRL 7 for the Company. 
 

It is worth mentioning that the Company did not use any other derivative 
instruments in relation to the foreign exchange hedge activities besides the NDF, as 
defined in Article 2 of CVM Ruling No. 550. 
 

None of the transactions in question required guarantee margin deposits. 

 

  
 
The foreign exchange hedge balance, recorded at fair value on a recurring base, is 
classified as Level 2. 
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The following sensitivity analysis was performed for the fair value of foreign 
currency derivatives. The likely scenario is the fair value at December 31, 2016, the 
possible and remote scenarios consider the deterioration of the risk variable in 25% 
and 50%, respectively, for this same date. 

 

  
 

30.3 Liquidity risk 

 
The Company predominantly uses its resources for operating expenditure. As a rule, 
the conditions are met using internally generated resources, occasional financial 
operations to finance projects or in response to a specific liquidity event, based on 
existing opportunities in the financial market. 

 
30.3.1 Liquidity risk management 

 
Cash flow forecasts are centrally performed by the Company’s financial area. The 
area works with an annual cash flow, which is monitored through monthly 
projection reviews discussed in forums and representative executive committees.  

 
The purpose is to ensure sufficient cash flow to meet the Company’s operating 
needs, funding and investments, always maintaining a minimum cash balance 
sufficient to meet the daily flow fluctuations. 

 
Excess cash is applied to FIDC-NP quotas, an exclusive and corporate fund of 
Petrobras Group, with interest charged. Events that may impact the cash generation, 
within the limit of its cash flow, are remedied with corporate funds. 

  
In parallel, there is always room for financial structuring to improve capital 
structure and cost, in addition to strengthening cash flow in specific situations. 
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30.4 Capital management 

 
Capital management is the set of procedures that aims to ensure an adequate capital 
base for the Company throughout the deployment of its activities, allowing the 
Company to meet all financial commitments and risks.  

 
The Company’s capital structure and its cash management should be ultimately 
based on the best capital and financial management structure from a Petrobras 
perspective, opting for alternatives that improve synergy for the Petrobras Group. 

 
Capital management and monitoring are carried out through: 

 
• Daily cash flow control; 
• Projection and monitoring of the Company’s short and medium term cash flow 

execution, structuring the Financial Plan that will support the budget processes; 
• Analysis of the cash flow cycle and the need for working capital; and 
• Monitoring of variables that affect working capital, integrating the initiatives 

related to managing the need for working capital.  
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30.5 Fair value measurements 

 
Fair value measurements are classified at different levels in a hierarchy, as described 
below, based on the degree to which the fair value measurement information can be 
observed: 

 
• Level 1 – Negotiated prices (without adjustments) in active markets for identical 

assets or liabilities. 

 
• Level 2 – Inputs, except quoted prices, included in Level 1 that are observable 

for the asset or liability, directly (prices) or indirectly (price derivative). 

 
• Level 3 – Assumptions for assets or liabilities that are not based on observable 

market data (unobservable inputs). 

 
There were no transfers between the levels of financial instruments with respect to 
2015. 

 

31  Related parties 

 
The Company has a policy for transactions with related parties, adopted by the 
Board of Directors, which establishes rules to ensure that all decisions involving 
related parties and potential conflict of interest situations are made in accordance 
with the law, including the laws of the countries where the Company operates and 
the parties involved in the negotiations. 
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31.1 Commercial transactions and other transactions 

 
31.1.1 By transaction 
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Purchases made by Petrobras amounted to BRL 62,347 (BRL 75,140 2015). Transactions with related parties are performed according to 
the commercial terms and conditions agreed by the parties. 
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31.1.2 By company 

  
(a) Incorporated by Petrobras in 2015 
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(a) Incorporated by Petrobras in 2015 

 
Transactions with banks controlled by the Union were mainly performed with Banco do Brasil and Banco da Amazônia S.A.
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31.2 Non-standard receivables fund – FIDC-NP 
 

 
 

Performed and non-performed assignments of receivables are classified under 
current liabilities. The discount rate on the assignment of FIDC-NP Petrobras 
receivables is 100.5% of the CDI; IOF and income taxes are not levied on the 
transactions. 
 

Investments in FIDC-NP shares are classified under current assets, in accounts 
receivable. The remuneration rate is 100% of the CDI. In the event of redemption 
within the first 30 days of the investment, the IOF tax shall be applied to the 
income, using a regressive table. 
 

Petrobras Group subsidiaries hold 100% of the senior FIDC-NP shares. 
Historically, all redemption requests by subsidiaries were met.  
 

31.3 Remuneration of directors and employees  
 
The Company's Salary and Benefits Plan and specific legislation establish the 
criteria for all of the remuneration attributed to its directors and employees. 

 

Remuneration for Company employees, including bonuses for those occupying 
managerial positions, and directors regarding the month of December 2016 and 
2015 was as follows: 

 

  
The total remuneration of short term benefits for the Company’s key personnel 
during 2016 was BRL 9 (BRL 8 in 2015) in the Parent Company and BRL 13 (BRL 
12 in 2015) in the Consolidated Report. 
 

In 2016, fees for directors and officers in the Consolidated report amounted to BRL 
9 (BRL 9 in 2015). 
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On December 31, 2016, the Company had five members on the Executive Board 
and nine members on the Board of Directors.  

 

32 Insurance 

 
The Company has an insurance policy that mainly considers the concentration of 
risks, the materiality and replacement value of the assets. 

 
As at December 31, 2016, fire insurance coverage for facilities, equipment and 
products amounted to BRL 4,286. The coverage for civil liability totaled BRL 
4,073, including BRL 3,258 for aircraft supply operations and BRL 815 for 
operations and environmental pollution. The coverage for product transfers made 
between the Company's establishments, sales and products purchased from 
production sources, the transportation of which is the Company’s responsibility, 
totaled BRL 81. 

 
The adopted risk assumptions, given their nature, are not part of the scope of a 
financial statement audit, and therefore were not examined by our independent 
auditors. 

 

33 Subsequent Events 
 
Capital Increase 

 
On August 31, 2017, the Extraordinary General Shareholders’ Meeting approved 
the Company’s capital increase, in kind, in the amount of BRL 6,313 million, which 
will result in administrative and economic benefits, allowing for the improvement 
of its financial indicators, such as liquidity and solvency.  

 
Advance Payment of Credit Notes 

 
On August 31, 2017, the Company liquidated the Export Credit Notes (NCE) issued 
in favor of Banco do Brasil and Banco Bradesco in advance, totaling BRL 7,708 
million. 

 
Partial Split  

 
On August 31, 2017, the Extraordinary General Shareholders’ Meeting approved 
the partial splitting of the Company, with the incorporation of the split portion into 
Downstream Participações Ltda. (Petrobras subsidiary), in the amount of BRL 
6,339 million, related to credits with companies from the Eletrobras Group 
renegotiated in 2014 and amounts receivable from the customers Breitener 
Tambaqui and Breitener Jaraqui, both of the Petrobras group, for the purpose of 
improving the capital structure management of the said companies’ economic 
group. The aforementioned transaction, in addition to the stockholders’ benefits 
arising from the valuation of its assets and business, will result in administrative 
and economic benefits for the split Company, allowing for the improvement of its 
financial indicators such as liquidity and solvency. 
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Court Proceedings 
 

As a result of the second instance decision favorable to the Company, issued in the 
administrative proceeding in which the Company is being sued over an alleged lack 
of tax recollection on credit transactions (IOF) arising from transactions qualified 
by the supervisory body as a remittance of the values to Petrobras and loan 
agreements to dealer stations, the Company amended the loss expectation and 
significantly reduced the financial risk of possible losses in the amount of BRL 456 
on December 31, 2016, to a likely loss of BRL 0.3 on July 31, 2017, referring to the 
collection portion of the IOF tax on loan agreements to dealer stations. 
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