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AT AT
JUDGE R 1A _f
UNITED STATES DISTR COURT!
SOUTHERN DISTRICT OF NEW YORK

PETER KALTMAN, Individually And On
Behalf Of All Others Similarly Situated,

Plaintiff,
V.

PETROLEO BRASILEIRO S.A. -
PETROBRAS,

Defendant,

Plaintiff Peter Kaltman (“Plaintiff”), individually and on behalf of all other persons
similarly situated, by his undersigned attorneys, alleges the following based upon pefsonal
knowledge as to Plaintiff’s own acts, and upon information and belief as to all other matters.
Plaintiff’s allegations are based on the investigation conducted by Plaintiff's undersigned

attorneys jointly with the Brazilian law firm, Almeida Advogado, which included, among other

things: (a) a review and analysis of Peirdleo Brasileiro S.A. - Petrobras {“Petrobras” or the
“Company”) public filings with the United States Securities and Exchange Commission
(“SEC™); (b) a review and analysis of press releases, public statements, and other publicly
available information disseminated by, or concerning, Petrobras and related parties; and (c) a
review and analysis of Pefrobras’s press conferences, analyst conference calls, conferences,
presentations, and corporate website.

| & SUMMARY OF THE ACTION

1. This is a federal securities class action on behalf of a class consisting of all
persons or entities who purchased American Depositary Shares (“*ADSs”) of Petrobras on a
United States exchange, from May 20, 2010 through November 21, 2014, inclusive (the “Class

Period™).
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2. Petrobras explores for, and produces, oil and natural gas, The Company refines,
markets, and supplies oil products. Petrobras operates oil tankers, distribution pipelines, marine,
river and lake terminals, thermal power plants, fertilizer plants and petrochemical units.

3 During the Class Period, Defendant made materially false and misleading
statements by misrepresenting facts and failing to disclose a multi-year, multi-billion dollar
money-laundering and bribery scheme. Specifically, Petrobras’s senior executives inflated the
value of the Company’s construction contracts for the sole purpose of receiving kickbacks from
companies such as Odebrecht S.A. (“Odebrecht™) and SBM Offshore NV (“SBM”) that were
awarded the contracts illegally. These illegal acts caused the Company to overstate its property,
plant and equipment line item on its balance sheet because the overstated amounts paid on
inflated third party contracts were carried as assets on the balance sheet.

4. In addition, this illegal bribery and kickback scheme further violated

representations Petrobras made to its investors concerning the Company’s own anti-corruption

and anti-bribery practices under its Code of Ethics. During the Class Period, Petrobras filed
reports, forms, and other documents with the SEC that contained false and misleading statements
regarding the effectiveness of Petrobras’s internal controls and procedures,  Petrobras
consistently represented that the “Company identified no change in its internal controls over
financial reporting.”

5. Further, during the Class Period, the Company’s Chief Executive Officers, Jose
Sergio Gabrielli de Azevedo (“Azevedo”) and Maria das Gracas Silva Foster (“Foster”), and its
Chief Financial Officer, acting on behalf of Petrobras, signed certifications pursuant to the
Sarbanes-Oxley Act of 2002. Those certifications contained false and misleading representations

that Petrobras had disclosed “[a]ll significant deficiencies and material weaknesses in the design
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or operation of internal control over financial reporting.”

6. Foster was the Company's Chief Gas and Power Officer from September 21, 2007
through January 2012. Since February 2012, Foster has been the Company's Chief Executive
Officer. Since July 2012, Foster has been the Company’s Chief International Officer. Foster has
been a member of the Company's Board of Directors since February 2012.

7. According to various media reports, Petrobras’s top executives, including Paulo
Roberto Costa (“Costa”) and Renato de Souza Duque (“Duque”), were principal executives in
the money laundering and bribery scheme that has been estimated to total 10 billion Brazilian
reais or approximately $4.4 billion, Costa was a member of Petrobras’s senior management as
the Company’s Chief Downstream Officer from May 14, 2004 through April 2012. As the Chief
Downstream Officer, Costa was the top executive in charge of Petrobras’s refining division, As
such, Costa was intimately aware and had knowledge of the needs of the Company’s refineries,
including the state of current and future contracts. Duque was also a member of Petrobras’s
senior management as the Company’s Chief Services Officer from January 31, 2003 through
Febroary 2012. As the Chief Services Officer, Duque was in charge of Petrobras’s engineering
and services division and worked closely with the Company’s refining division. Duque’s
engineering division was co-responsible for Abreu e Lima contracts,

8. Costa and Duque were senior officers of Petrobras and their knowledge and active
participation in the scheme are attributable to Petrobras. Costa and Duque had the power to bind
Petrobras to the inflated contracts, and as senior officers of Petrobras, they routinely
recommended such contracts to Petrobras’s executive board for approval. According to Costa’s
testimony, which was released by a Brazilian federal court, Costa admitted that for, at least,

seven years, he and other Petrobras executives accepted bribes “from companies to whom
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Petrobras awarded inflated construction contracts” and “then used the money to bribe politicians
through intermediaries to guarantee they would vote in line with the ruling party while enriching
themselves.”! Odebrecht is one of those contractors that has been specifically named by Costa.
Odebrecht’s offices were subsequently searched, and documents ‘were seized that concerned
Odebrecht grossly overbilling Petrobras in an $835 million contract. SBM, another contractor of
Petrobras, has admitted to bribing individuals related to Petrobras in an amount in excess of $139
million, and has been fined by Dutch authorities for improper payments to sales agents in several
countries including Brazil from 2007 through 2011,

9. Besides Petrobras’s top executives, the illegal bribery and kickback scheme also
involved politicians and a group of, at least, 16 contractors who formed a cartel that assured that
its members of the cartel would win Petrobras’s major contracts including ones related to an oil
refinery called “Pasadena” located in Texas and the Abreu e Lima refinery (“RNEST™) located in
Pernambuco, Brazil. According to Brazilian prosecutors and the Brazilian Federal Police, Costa
granted contracts to these “Brazilian construction companies that systemically inflated their costs

by as much as 20%.”?

After winning the contracts, “the construction companies kicked back up
to 3% of a contract’s total value in the form of bribes to Mr. Costa, Brazilian politicians and
money launderers™ from the profits received from the inflated contracts.

10.  As of November 14, 2014, the Brazilian Federal Police, under Operation “Car

Wash™, has arrested at least 24 suspects in connection with the money laundering and bribery

scheme, including Alberto Youssef (“Youssef”), a black market money launderer. Youssef was

! Sabrina Valle and Juan Pablo Spinetto, Petrobras ‘Human Bomb’ Revelations Fixate Brazil as
Vote Looms, BLOOMBERG, Oct, 20, 2014,

? Paul Kiernan, Petrobras Corruption Scandal Draws Attention of U.S. Investigators, WALL
STREET JOURNAL, Nov. 12, 2014,

3Id.
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considered to be the scheme operator and has been promised of reduced sentences by Brazilian
prosecutors in exchange for his cooperation. Youssef testified that the bribery scheme was
rampant throughout Petrobras and its subsidiaries, and that each subsidiary’s board split the
bribery money with its respective politicians.*

11, Through a series of revelations including the arrests of Costa and Duque and
admission that the Company may have to adjust its historical financial statements to recognize
the difference in overpricing its construction contracts, the closing price of Petrobras’s ADSs
have declined from a $19.38 per ADS on September 5, 2014 to $10.50 per ADS on November
24, 2014, representing a decline of $8.88 per ADS or 46%.

II. JURISDICTION AND VENUE

12. The claims asserted herein arise under and pursuant to Section 10(b) of the
Exchange Aét (15 U.S.C. §§ 78j(b)) and SEC Rule 10b-5 promulgated thereunder (17 C.F.R. §
240.10b-5),

13. This Court has jurisdiction over the subject matter of this action pursuant 1o
Section 27 of the Exchange Act (15 U.S.C. § 78aa) because the District Courts of the United
States have exclusive jurisdiction ovér civil actions brought to enforce liabilities under the
Exchange Act. In addition, this case arises under the laws of the United States and this Court has
federal question jurisdiction pursuvant to 28 U.8.C. § 1331.

14, Venue is proper in this District pursuant to Section 27 of the Exchange Act, 15
U.S.C. § 78aa and 28 U.S.C. § 1391(b) because Petrobras transacts business in this District and
has agents in this District. Among other things, Petrobras’s ADSs are listed on the NYSE, which
is located within this D:istric't, and Petrobras has an office at 570 Lexington Avenue, 43" Floor,

New York, NY 10022,

% There is Bribery in Every Board of Petrobras, Says Youssef, UOL,‘Oct. 10,2014,
5 \
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15.  Petrobras is not immune from suit in the United States under the Foreign
Sovereign Immunities Act (“FSIA™) as Petrobras engages in commercial activity, both in the
United States and elsewhere having a direct effect in the United States. See 28 U.S.C. §
1605(a)(2).

16.- . Petrobras has continuous .and systematic contacts with the United States and is
doing business within-Texas, New York and elsewhere in the United States. Petrobras produces
oil and gas with refinery operations in the United States. Petrobras owns Pasadena Refining
System Inc. ("PRSI"), headquartered in Pasadena, Texas and 100% of PRSI's related trading
company ~ PRS] Trading, LLC. PRSI Trading, LLC is a Domestic Limited Liability Company
located in Texas.

17.  Petrobras has sufficient minimum contacts within New York to make the exercise
of jurisdiction over it by the federal courts in New York consistent with traditional notions of fair
play and substantial justice. Defendant Petrobras transacts business, has an agent, and/or is
found within New York, and the unlawful conduct alleged in this complaint had effects in New
York.

18.  In connection with the acts, conduct and other'wrongs alleged in this Complaint,
Petrobras, directly or indirectly, used the means and instrumentalities of interstate commerce,
including but not limited to, the United States mail, interstate telephone communications and the
facilifies of the national securities exchanges.

III. THEPARTIES

19.  Pliintiff Peter Kaltman, a resident of New York, purchased Petrobras’s ADSs, in

reliance on Defendant’s materially false and misleading statements and omissions of imaierial

3 The FSIA is codified at Title 28, United States Code, §§ 1330, 1332, 1391(f), 1441(d), 1602-
1611, ' ' ' '

6
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facts and the integrity of the market for Petrobras’s ADSs at artificially inflated prices during the
Class Period, and was damaged when the truth about Petrobras, that was misrepresented and
omitted during the Ciass Period, was revealed tlo the 'market. The éértiﬁcatibn of ‘Petelr Kaltman,
thh a ]isting'tl)f 1;is iransaé:tions in Petrobras’s ADSs during the Class Period, is annexed hereto.

20, Petrobras is an integrated oil and gas company that is the largest corporation in
Brazﬂ in terms of revenue. The Company operates nearly all of the refinmg capaclty in Braz11
As of December 31, 2013, the Brazilian federal govement owned 28.67% of Pﬂtrobras
outstanding capital stock and 50.26% of its common shares and is the controlling shareholder of
Petrobras. Petrobras is incorporated in Brazil and its ADSs are listed on the NYSE under the
symbol “PBR,” The Company also operates in 17 other countries, including the United States
wheré it produces oil and gas and has refining operations. Petrdbras has 4n office at 570
Lexington Avenue, 43rd Floor, New York, NY 10022. Petrobras America Inc. is Jocated at
10350 Richmond Avenue, Suite 1400, Houston, Texas 77042,

IV. CLASS ACTION ALLEGATIONS

21.  Plaintiff brings this action as a class action on behalf of a class consisting of all
persons who purchased Petrobras’s ADSs on a United States exchange during the Class Period
(May 20, 2010 through November 21, 2014), and who were damaged thereby (the “Class™).

22: " This action is brought pursuant to Federal Rules of Civil Proceduré 23(a) and
23(6)(3).

'™ 23.° " The members of the Clasé are so numierous that joinder of all membeérs is
impiacticablé. “While the exact rumber of Class members is unknotn to Plaiitiff at'this time
and can oﬂl'y bé' ascertained ':throu'gh aﬁp‘roﬁriate discovery, Plaintiff believes that there are
thousands’ of members in the proposed Class. During the Class Period, approximately 768

million Petrbbras’s ADS§ were outstanding.” The proposed Class may be identified from records

7
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maintained by Petrobras or its transfer agent and may be notified of the pendency of this action
by mail using a form of notice similar to that customarily used in securities class actions.

24, Plaintiff’s claims are typical of the claims of the members of the Class. Plaintiff
puré‘ha‘sed Petrob;as’s .ADSS on a United States exchange during the Class Period and was
damagea by Defendarit’s violations of the Exchange Act. 'All' members of the Class are similarly
affected by ]'I‘)hc;,fe'naﬁnt’s ﬁrroﬁgfui conduct.

| 250 Plaintiff will fairly and adequately protect ‘the interests of the members of thie
Class and hgs re't"'a;i.néd counsel competent and expetienced in class and secirities litigation,
Plaintiff has no interests antagonistic to, or in conflict with, the Class he seeks to represent.

26. Common questions of law and fact exist as to all members of the Class and
predominate over any questions golely affecting individual members of the Class. Among the
questions of law and fact common to the Class are:

a. whether Section 10(b) the Exchange Act, and SEC Rulé 10b-5
promulgated thereunder, were violated by Defendant’s acts as alleged
herein; |

b. whether Petrobras’s filings with the SEC, including its quarter-end and
year-end reports, the documents referenced therein, and/or subsequent
public statements by Defendant and senior executives on behalf of
Pefrobras were materiélly false or misleading;

c. whether Petrobras acted with scienter in’ mj s"represéhtiﬁg; and/or

omiting to state material facts;
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d. whether the market price of Petrobras’s ADSs was artificially inflated
due to the material misrepresentations and/or non-disclosures
complained of herein; and

e. to what extent Plaintiff and members of the Class have sustained
damages and the proper measure of damages, - - -

27. A class action is superior to all other available methods for the fair and efficient
adjudication of this controversy since joinder of all members is impracticable. Furthermore, as
the damages suffered by individual Class members may be relatively small, the expense and
burden of individual litigation make it impossible for members of the Class to individually
redress the wrongs done to them, There will be no difficulty in the management of this action as
a class action.

V. . MATERIALLY FALSE AND MISLEADING
STATEMENTS ISSUED DURING THE CLASS PERIOD

Form 20-F for Year Ended December 31, 2009

28. On May 20, 2010, the Company filed its annual report for the year ended
December 31, 2009 on a Form: 20-F with the SEC (the “2009 20-F”). The 2009 20-F was signed
by Jose Sergic Gabrielli de Azevedo (“Azevedo™), the Company’s then CEO, and Almir
Guilherme Barbassa (“_Ba_rbassa”), the Conjlpan_y’s Chief Finanqial Officer and Chief Investor
Re}ation_s Ofﬁcer._ The'Form 20-F stated the Company’s financial results and financial position,
In addition, the 2009 Form 20-F contained signed certifications pursuant to the Sarbanes-Oxley
Act of 2002 (“SOX™) by Azevedo and Barbassa. The SOX certifications stated that the financial
information contained in the 2009 20-F was accurate and disclosed any material changes to the
Company’s internal control ‘ovei financial reporting. Specifically, the certifications represented

that thé 2009 20-F did “not contain any untrue statement of a material fact or omit to state a
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material fact necessary to make the statements made, in light of the circumstances under which
such statements were.made, not misleading with respect to the period covered by this report.”
The certifications also stated that Azevedo and Barbassa have disclosed “[a]ll significant
deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the Company’s ability to record,
process, summatize and report financial information” and “{ajny fraud, whether or not material,
that involves management or other employees who have a significant role in the Company’s
internal control over financial reporting.” Azevedo and Barbassa’s statements were attributable
to the Company,

28, In addition, the 2009 20-F stated that the management of the “Company identified
+ no ¢hange in its iriternal control over financial reporting during the fiscal year ended December
31, 2009, that has materially affected or is reasonably likely fo matetially affect its internal
coritrol over financial reporting,”

30.” The 2009 20-F incorporated the Petrobras Code of Etlics (“Code™), available on
the Company’s corporate website and stated that the Cdde “is applicable to all cﬁlpldyées, the
board of executive officers and the boatd of c.:'lifén.:to.rs."‘ The 2009 30-F represented that in' 2008,
the Cohﬁ:@fy’s ‘éxecutive officers “further developed our ethics "management through the
creation of the Petrobras Ethics Commission” “to promote c'dmpliance with ethical principles.”

917 These statements were materially misleading because the money laundering and
bribery sclieme thiat vas ongoing in 2009 was in blatant violation of the Code, which expressly
stated that theCénﬁpany’é'é’mplo&ee's,' executive officers and members of the board of .dir'ectors
\#,r'ere; to “réfise an};"'éorfupt and bribery pract:iées, kee'pifi;g' formal probedureé for confiol and

consequences of any transgréssions.”

10
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32. The 2009 20-F also represented that the Company’s assets under property, plant
and equipment (“PP&E”) were worth $136.2 billion at the end of 2009. Further, the Form 2009
20-F répféseﬁted':t}iat"’ﬁnder‘ the’ Company’s PP&E, “costs incirred in connection with the
exploration, developmént and production of oil arid gas are tecorded in dccordance with the
‘Suctesstul efforts” method,” which required that costs indirred “in connection with the drilling
of &Iéﬁélo'pxﬁbﬁtél wells and faciliies in proved reservé production aréas and 'successful
exploratory wells ‘be capitalized.” ' These statemenis wete materially false and misleading
becauss fhe 'Com'pémfz failed to disclose that the value of the Company’s PP&E was adversely
impacted by illegal activities that inflated the value of numerous construction contracts related to
Petrobras’s refineries and operations.
33. The 2009 20-F also stated that:
Ou'e'i'ji-ccht' Petrobras, Petroquisa and Braskem execiited an agr'cement seekmg: to
regulate their commercial and corporate relationship in the Petrochemical
Complex of the State of Rio de Janeiro (COMPERY) and in the Petrochemical
Complex of Suape (Suape Complex).... These transactions are in alignment with
. the interests of Odebrecht and Petrobras to integrate their petrochemical
_ businesses in Braskem.,
-34. . This statement was false and misleading because Petrobras failed to disclose to
. the market that the Company’s executives, including Costa and Duque, were inflating
construction contracts and awarding them to a cartel of selected construction companies,

inchuding Odebrecht and SBM, after receiving significant bribes. )

Form 20-F for Y_ear Ended December 31, 2010

35. On May 26, 2011, the. Company filed an annual report for the year ended
December 31, 2010 on a Form 20-F with the SEC (the “2010 20-F"), which was signed by
Azeved,o‘a:hc‘ia_Barbassa, and stated the Company’s financial results and ﬁnéncigl ’positfon. The

2010 20-F Es:crzhfai:h;ad sighqd (lze_.rtiﬁcat.ions pursuant to S'O}{,by Azevedo and :Barbas-sé, stating

11
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that the financial infoimation contained in the Form 20-F was accurate and disclosed any
material changes to the Company’s internal control over financial reporting: Specifically, the
certifications represented that the 2010 20-F did “not contain any uhtrue stateinent of 4 niatetial
fact or 'c'}m‘it'to"sfa"'ce' a maferial fact necessary to ‘make tl{e"'étatements made, in light of the
circumstanices under which such 'staterierits were made, not misleading with respect to the period
covered by this r'épértl” The certifications also stated thiat Azév‘e'd"é. and Barbassa hiave disélbééé
“[a]ll significant deficiencies” and miatetial weaknésses in the des'ign'm 'oﬁei"éti‘dn of*internal
control over financial ‘repm:ting which are reasonably likely to adverseb'fr affect the Cbinpany’s
ability to recérd, process, summarize and report financial information” and “[ajny fraud, whether
or not material, that involves management or other employees who have a significant role in the
. Company’s i'ﬁf;fila:l' control over financial reporting.” These statements by Azevedo and
» Baibassa weie atttibutable io the Company.”
36, In additio'n, the 2010 20-F stated that the management of the “Company identified
10 change m its internal control over financial reporting during the fiscal year ended Décember
31, 2010, that has materially affected or is réasonably‘l'ik'ély to"rﬁaterially dffect its infernal
control over lﬁﬁanéial reporting,”
37I.G”The.‘2010 ‘2IO'~"F 'incoi'pcira'ted the Code, available on the Coﬁi;:iaﬁy’s corporate

website and stated 't}{elit the Code “is applicable to all empioyee;s, and the members o.f the board of
executive officérs and The board of 'clir:ec'tor'é."' The 2010 20-F represénted that in 2008, the
Ccfrﬁ;laa'hj;“g'sz executive officers “further 'déveloﬁed"oux-'etﬁfcé mana'geihént through the creation of
the P'ét,fobfésfﬁtiliﬁé' Cbiﬁlﬁiésion”'“to.pror'notc compliance with ethical principles.”

38" Thesé stdtemenis were materially misleading because the money laundering and
bribery scheme ongging in 2010 was in violation of the Code, which stated that thé'Comﬁany’s

12



b

Lase 1114-Cv-uyboL-Jor Locument L kled 1LZ/08/14 Fage 13 01 39

employees, executive officers and members of the board of directors were to “refuse any corrupt
and bribery practices, keeping formal procedures for control and consequences of any
t‘;a;;gg'mssaﬁ; B |

39 “The 2010 20~F represcnted that the Company uwested a total of U.S. $6 681
onlhon in our réﬁnerles émd its PP&E amounted o $218.6 b;lhon at the end of 2010, Further
the Form 20 F ropresonted that under the Company $ PP&E “costs mcurred in connection with
the exploratlon, development and productlon of oil and gas are recorded in accordance thh the
‘successful efforts’ m'ethod,"" where “costs are accumulated on é. ﬁél'd-oj;:do]d'l‘)asis with certain

exploratory expenditures and exploratory dry holes being expensed as incurred,” These

. statements were materially false and misleading because the Company failed to disclose that the
:value of the Conipany’s PP&E and investments in refirieries were adversely impacted by illegal

- . v o . . . ) . . . . . .
» activities that inflated the value of numerous construction contracts related to Pefrobras’s

; refineries and operations.

40 The Cormpany failed to disclose to the market that the Company’s 'seni.or
executives who' had the ability to bind the Company to multi-billion dollar contracts were active
participanfs in the money laundering and bribery' scheme. Specifically, senior executives such as
Costa'and Duque were signing off on the inflated construction contrécts and recorrioiehding them
0 Petrobras’s executive boards for approval. In essence, throlgh their senior ‘I'Jo"sitions in the
Company, Costa and Duque had the authority to award the inflated Eoostruotion c'ontrac’s:s toa -
select grohp‘iolf constriction companies including -Odebr'ocht"aft'ef ‘récoiir{11g 31gn1ﬁcant ﬁ-ib‘é’é,-
and as a result the édnipany' falsely represented that Pefl'ofbfas’s’d'éosootioo wih Odebrecht “are
in alignment With thé interests of Odoorech;f and Petrobras.”’

Formi 20-F for Year Ended December 31, 2011
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41, On April 2, 2012, the Company filed an annual report for the year ended
December 31, 2011 on a Form 20-F with the SEC (the “2011 20-F), which was signed by
Barbgssa and Foast.er_, and stated the Company’s ﬁnancial‘ resplts and financial position. In
addition, the 2011 20-F contained ,signeldlcertiﬂc;ation‘s‘pursuapt to, SQX l.qy‘BaI}?z_is;_a and Foster,
stating tha‘; ‘t.hc; ﬁnangi_a! informatio_r_; co_ntainedl in the 2011 20-F Was_gcgz.u;a_te and disglgsggl any
mate_r_iai ghapges fo the,C.omplany-’s internal control over fllganc_i_al ;‘ggc_)‘;l:t.ing.l, : Spgci'ﬁpally, the
certiﬁcgitiqps,1;§pre§en:ce§1 that the'ZO}l Z.D"F Siid “npt contain any unfrue statement of a material
fact or omit'to state a material fact necessary to make the statements made, in light of the

circumstances under which such statements were made, not misleading with respect to the period

. cavered by this report.” The certifications also stated that Barbassa and Foster have disclosed

“[a]ll: significant deficiencies and material weaknesses in the désign or operation of internal

-, control over finaricial reporting which are reasonably likely to adversely affect the Company’s

v ability to record, process, summarize and report financial information” and “[ain fraud, whether
Y p P y

1 or not material, that involves management or other employees who have a significant role in thé

Company’s internal control over financial reporting.” These certifications are atiributable to the
Cornpany. |

42. In addition, the 2011 20-F stated that the management of the ‘;Company identified
no chang'e'in its internal control over financial reporting during the fiscal ye'a.r ended December
31, 2011, that has nﬁater’iaﬂy affected of is reasonaﬁly likely to ﬁuatefially affect its internal
control over financial feporting:"’

43, “The 2011 20-F incorporatéd the Code, available on the Company’s torporate
website and stated that the Code %is afaplic'able to'all employees, anid the members of the board of

exécutive officers and the board of directors." The 2011 20-F represented that in ‘2008', the

14
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Company’s executive officers “further developed our ethics management through the creation of
the Petrobras Ethics Commission™ “to promote compliance with ethical principles.”

44 These statements xilere.“'rfléitcri-allyli ‘false “and mféieodihg because the money
Iémnder.ing and iofibei‘v scheme that 'wz;s ongoinig in 2011 ‘was in violation of the'Code which
stated that the Company s employees executive officers and members of the board of directors
were to refuse. any corrupt and br1bery praotlces keepmg formal procedures for control and
consequences ot any transgresswns.”

45. "']-”he 2011 20-F reprosentec'l that the C.ompany’s PP&E amounted tol $182.5 Bﬂlio}i

. at the end of 2011 and the Company “invested a total of U.S. 35,618.75 million in our refineries,
of which U.8. $1,208.89 million was invested for hydrotreating units to improve the quality of
+ our diesel and gasoline and U.S. $1,039.19 million for ‘colking Winits o convert ﬁeavy oil i'nto
ucrhtcr products " The (jompziﬁy repres'ented that the “most ii'nport}'.int tangiblé assets are wells,
a platfomm, lc.ﬁmng :[acmoes plp&hﬂ&b vessels and other tra.nsportauon assets, and power
e ]jléht:-;.” Al‘so, the Foim 20-F represénted-that under the C'oir'ripémy’s I"'P&'E,‘ “costs incurred in
- connéction iifit’:i-' the ekoiora;fion; development and pfodﬁction of oil and gas are accounted for in
. occoroéncé-".wfth the successful efforts method” which requited “that capitalization of costs -
inctirred h cibnéectioﬁ with the development of proved reserve areas and successful exploratory
wells.” F'o;'ther', the 201 1.20-.1j reproselited, unlike prior Form 2'O-Fs, that PP&E is measured “at
the cost of 'éolciu"is'it"ion or c'oilsfructi:on; which répresents théz'c.oéts incurred 'for ‘br'ing‘gi.ﬁg ‘the asset
t6 the condition for .o].:)erat'iOn, 'adjos'téd‘:'dilrh’lg hyperiﬁﬂatiooza:r)?" porioés,' less acctmulated
depreciation and inipairmént losses.” "

“ " 46 These Stalements were miaterially false and misleading becausé the Compariy
failed to disclose that ‘the Value ‘of ilie Compény’s PP&E and irvesiments in refineries were

LI
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adversely impacted by illegal activities that inflated the value of numerous construction contracts
related to Petrobras’s refineries and operations.

Form 20 F fer Yeal Ended December 31 2012

47 On Aprll 29 2013 the Company ﬁled an annual report for the year ended
December 31, 2012 on a Form 20 F W1th the SEC (the “2012 20 F”) whxch was mgncd by
Balbassa and Foster, and stated the Company $ ﬁnanmal results and ﬁnanmal position, In
addition, the ;.012 20 I‘ contamed SIgned cemﬁcatmns pursuant to SO“{ by Ba1bassa and Foc*ter
and stated that the ﬁnancaal information con‘{amed in the Form ZO-F was accurate and chsclosed
any material changes to the Company’s internal control over financial reporting. - Specifically,

. the certifications represented that the 2012 20-F did “not contain any untrue statement of a
4 nia'ter;lai fact or on;xif; .1'0. stale a material fact necéssary to make the statements made in light of
4xthe Circumstances uilde;'?."\'vhich such statements were made, not misleading with respect to the
:iﬁéridd c'()vel'éd By this re-port;” The ‘certifications also stated that Barbassa and Foster have
+ disclased -‘.‘[a}lil significanit deficiencies and material weaknesses in the design or operatior of
internal cont:rol over firiaricial. reporting which are reasonably likely to advérsely affect. tlis
& Com'pény'f's 'azbilit'y to record, process, Summarize and répbr{: financial information” ‘and “[a]nj;r
ffauci, 'wh;:thér. or not nlatéﬁz{l,' that involves mana‘g'eniéi;t' or -othell" érhp].r;')'yeés: “Who hdve a
significant iofe m ﬁidéoﬁipénﬂr’s intérnal contiol over financial reporting,”” h
48, " Ini addition, the 2012 20-F stated that the managemient “has not identified any
_change in ii% internial contro] over ﬁﬁanciﬁl‘repbft-in'g. during the fiscal year ended December 3 1,
2012, that has materially affected or i$ réasonably likely fo materially affect its intérnal control

.tk

R L T A
over financial reporting.”

16
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49. 'fhe 2012 20-F incorporated the Code, available on the Company’s corporate
website and stated that the Code “is appii.cable to all employees, executive officers and the board
of directors.” “Fhe 2012 20 F repwsented that in 2008 the Company S executwe officers “further
developed, eur ethics management through the creatlon of the' Peirobras EtthS Conumss;on“
w]nc‘l is* resoonszble for pmmotxng corporate comphance w1th eﬂncal pr*nmples s
. B 50 'Ihe-se statements were materlally false and mlsleadmg because the money
leﬁx;dering and bribery scheme that was ongoing in 2012 was in violation of the Code, .which
stated that the Company’s employees, executive officers and members of the board of directors
were to “refuse any corrupt and bribery practices, keeping formal procedures for control and
consequences of any transgressions.”

w4 51 The 2012 20-F répresented that the Company’s PP&E amounted to $204.9' billion

wat tﬁé‘-..end of 2012 and the Company “inVested a total of U.S, $3,435 miillion in our re'ﬁliei'iee,'ef

mwhich 0.8, $2,581 million was iﬁvesfe& for hydrotreating onits to iﬁlﬁrove the ‘quality of our

sediesel; and ‘gasoline and U.8. $419 million for cdlciné units to’convert heavy oil into lighter

products”The 'Co‘lﬁpény' also représented that the “most impoitant tangible assets are wells,

5 p—la.tforms‘,v i‘etif;iﬁéifaeili.fi.es,' pipelines, vessels and other transportation assets, and power
plants.” ~ * o

| 5‘2 ) %urtfief, the 2012 Z0-F represented that PP&E “are measured at the cost to -'e:icquire

or constru.'ci't,"‘i'nchi'cling' all costs 'i;ecessary to bring the asset (o .\a}oﬁi‘ing conidition for its intended

use, 'adj\lst‘éti': dﬁriﬁg iuypei‘inﬂationary periods, as well as by the present value of the estimated

cost of dismantll‘i'r:lger'ia reinlm"iﬁgrfﬁe' asset ainé.restdr.i.ﬁ.g: the sité “and i'e&;ieed- hv éééll;nuleiea

delerecietie; éﬁd .‘ir'r'zgiair'men‘c. Josses.” 'Ajée, %ﬁe 2012 '2:0-% eéj.arese:n"t’e"t'i that “Costs incurred in

coen.ec;"i:o'ﬁ \..:J'i‘tli"the' .e>{}5101'afi"dn',' appfa'isel, development’ ind pfodllétieﬁ of ail and 'gas ‘are -

S17
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accounted for using the successful efforts method of accounting™ which includes the “[c]osts
related to the construction, installation and completion of infrastructure facilities, such as
platforms, pi pe‘ﬁrie'S‘-‘,---driI‘Iing'olf development wells and-other related costs incurred-in connection
with the'dévéfoprﬁent of proved reserve-areas and successfill exploratory wells are capitalized
within fnrépei;tjf; plant and equipment.”

537 ---Thése"' statements - were ‘false and misleading bécause the 'Conipany - failed to
dis.i:]osb %hat: the'-trueNalﬁe of the Company’s PP&E and investrménts i féﬁﬂerfes‘\&?eré ‘adversely
impacted By illégal ‘activities that inflated the value of numerous construction contracts felatéd-to
Petrobras’s refineries and operations.

Form 20-F for Year Ended December 31, 2013

- s 54, h OnApnl 30, :20'1'4, afté; the market c]'oséd, the Compéﬁiy filed an annﬁal'reﬁort
“for the year ‘snded Deceimber 31,2013 on a Form 20-F with the SEC {the “2013 20-F), which
.:mlras ‘signed ".‘by' Barbassa and 'Fdéter,' and reiterated theé Company’s 'prwioﬁsly anriounced
ifinancial results and financial position. In addition, the 2013 20-F contained signed certificatiors

;iu'rsuaht fo SOX by Barbassa.and Foster, stating that the financial information contained in the
2013 20-F was accurate and disclosed any material changes to the Company’s iiiternal ‘control
over ﬁiiz‘;hcia&lreiao}ting. Specifically, the certifications represented that the Form 20-F did “hot
cohtain any untiué staterent of a matefial fact or omit to state a material fact nécessary to make
the staternents 'ni'adé, in iight of the circumstances under which such statements were made, not
ﬁi{sl'eééiﬁé il fég'béé*:' ts thé period covered by this report.” The certifications also stated fhat
Foster and Bari.)aéssf have Eisélosed""[a]i'i' Sigﬁiﬁcant deﬁ'c':iehdic'é.én'd material weaknesses in the
design 6i"b13::ér;.1't'i6n‘ .‘c.)f"'i-r:l-:t;afr'gal contrdl over financial reporting which are r.éééona'blir- 'likely to

adx}er’séijk"'éfféct the Company’s ability fo record, process, suinrarize ard teport fihancial

e,
B PR
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information” and “[a]ny fraud, whether or not material, that involves management or other
employees who have a significant role in thé Company’s internal control over financial
reporting.”

55, ) In addltlon the 2013 éO F sta’ced that the management “has not 1dent1fied any
change ‘m its mternai con’aol over ﬁnanmai reportmg durlng the ﬁscal year e;nd;ed -ISe.cember 31 |
2013 that haslmateﬁa.l.ly éffected or is 1eas.onably hkely to materlally affect 1ts mtemal control

W

over ﬁnanmal 1eport1n0'

..-

56 The 2013 20 F 1ncorporated the Code avallabie on the Company s- cc;rporate
website and stated that the Code “is applicable to our workforce, executive offices and the board
of directors." The 2012 20-F represented that in 2008, the Company’s executive officers “further .

.Ldeveioped our ethics managemeﬁt through the credtion of the Petrobras Ethics Commission”

,which is “responsible for profridt'ing corporate compliance with ethical principles.”

. 57. These statements were materially false and misleading because the money
~laundering and bribery scheme thélt was ongoing in 2013 was ir} violation of the Code, which
.stated that 1he Company’s emﬁl_oyées, executive officers and members of the B’oér& of directors
were to “refiise any 60?;&&' and bribery practices, keeping formal proce"dtlres for contro] and
. consequenc.e;éi of any tfénsgressions.”

.58, The 2013 20-F repi'eseni'ed that the Company’s PP&E amounted to $227.9 billion
at the: énd of 2013 é:nd the Coiﬁbaﬁy “invested 4 total of U.$. $3,162 million in our refineries, of
which U.S. $2,512 million was invested for 'hydroffeating units to i1np~r'ove‘t'he.quéli'ty of our
diesel and gdsoliné and U'S. §$174 million for coking units to convert heavy ofl fito lighter

products.” The Company also represented that the “most important fangible assets are wells,

1
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platforms, refining facilities, pipelines, vessels and other transportation assets, power plants as
well as fertilize::s_gnd biodiesels pliants.” o
59.  Further, the 2013 20-F represented that PP&E “are _measurgd at the cost to acquire
or construct, including all costs necessary to bring the asset to working condition for its intended
use, adjusted_'dull_'ing hyperinflationary periods, as Weli as by thg present value of the estimated
cost of dismantling and removing_ the asset and restoring th¢ site and.rec_lu!ce'd by accumulated
depreciation and impairment losses.” Also, the 2013 20-F represented that “costs incurred in
comnection with the exploration, appraisal, development and production of oil and gas are
-accounted for using the successful efforts method of accounting” which includes the “{closts
related,to the construction, installation and completion of infrastructure facilities, such as
p}:éﬁ’érms, i§igé];n.és, d'r'i.lli.r'i'g of development wells'arid other rélated costs inoutred fn connéetion
\;\:'itb,.ifthc;dé?éiOps‘hént' of qprovled reserve areas and successful exploratory wells are capitalized
within -prdpérty, plant and eduipment.”
xw 60, .'THés'e‘sfafeiﬁEnts were false and misleading because the :Compény fdile‘d:' to
disclose tha thé trite value of the Company’s PP&E and investments in téfineries were idversely
impacted by 'ifllega] aé‘ti;zitiés that inflated the value of numerous constriction contiacts relaisd to -
. -Petrobras’s refineries and operations, |
617 "The 2013 20°F repfeserited that the Compaiiy bad steblished ad hee interial
c'om1'1’11'.§sl§0r.1“s,i "o evaluate our c':brnp'lietm'c'e \;}'ifﬁl'éi:upl'i‘cab:l'é .réél.l'latio'li‘s"‘?' énd"t}fe""scé;pﬂ'é of éac"ii
intermal ‘commission i's"'éstabli"shéd by our 'ma'nagér'ﬁ'ént.;'*" S'ig'xiif."i'c:én"t'lyzj'%ﬁé:‘TZ"’.OIT?:"'--.’Z'O-'F |
rgprés'éﬁiéd iat B “March 31, 2014, our intérnal Gominission established to evaluate Bril:;'er'j{
éIlégafioné mvo!v*ng SBM Offéhore confifmed that it found no Yternal evidence tb-s’uﬁﬁoﬁz Sﬁcﬁ

allegations”
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The Congressional Hearing
62,  On May 27, 2014, fifteen days before Foster testified on June 11, 2014 before a

congressional investigation committee, the Comissdo Parlamentar de Inguérito (“CPI"),
- Cos e . N T gt L. RN S il aemgt Tt e, Lk

n' A

Petrp}a;ag ri?(:‘(:‘,i’j{(.id“i Iet_tgr from _SBM_Warnixj.._g the Qc_)p}panyf .ﬂl_a{l‘l‘ﬁq_theyf@{gr_ldj_'s‘_PL}I;!_ig"I\fI.ini_sFrj_/'
was inquiring into bﬁbe_ry, pa?‘fr.pent‘s, by_.SBI}'f{ to Petrobras’s emp}oye,e’sf_’Nc'mv'it_hstan'ding that
kn!ovs'rli.gdgc.:l,' Egite; _jfa_ljsg’j.{vr?prcsentgd to -t'he CPl and j;“q‘.i.:he invgsti‘n;g_‘?ubl'ic: in her testi-molny-on
June .11, 2014, that no_iregularities were discovered, even though “she knew about seve.ra;i
'eviciences of irregula—rities”7 prior to her testimony on June 11, 2014.
63.  The statements referenced in 1 28-30; 32-33; 35-37; 39; 41-43; 45; 47-49; 51-52;
54-56;. 58-5%; and 61-62 above were materially false and/or misleading because Petrobras
misrepresentzd and failed to disclose the following adverse facts, which were known to Petrobras
and s senior ‘éXtE.'-'C.lI.ﬁVES, inclhuding Costa ahél Duque,” or 1'eckléssly'di§rég'arde& bvthe'n,
including that: (i) the Company was overcharging its property, pll'a'n‘cs.';mci equipment of its
halance ‘shéet Uy overpricing contracts to "Certain companiés relating’ to its reﬁner:es and
.,operat'ioﬁé.‘éﬁd .';tccel')tirig kickbacks from construction cdﬁqﬁanieé ‘éfaproved' for those ébﬁt'fa:ctég
(it) the C'o:mi")an.jﬁ"wéé t:eceiving ‘multi-billion dollsr bribés from third party contractors to secure
- céitracts from Pé‘t};‘obras; (iii) ‘the Company was ‘in violation of its own Code of Ethics as ifs-
e‘rhployées and e?técil‘é.i\'i:és wefe' routinely éccéﬁting bribes frém certain construction companies;
(iv) the’ Companf’s internal contfols were ineffective and déficient; znd (v) the Company was
aware of “ix‘liég_&la'r'iti'es in tonnection with bribes ffom t'hifd'par'ty ééﬁtrécto%é'aé .Fostér.héd
knov;}édgéﬁiéit Nethierland’s Public Mirnistry wés inquiring into b"ribéf;r"ba}}ri‘ieﬁts’.ﬁ}i SBM to

o o

6 Oﬁpo’.;"iiioiz ?’arly bém’aﬁnésj Graca Foster's linmediate Withdvaw Froi Peirobias ’Er";bi"eéidéncj),
*OLHA DE $.PAULO, Nov, 20, 2014, |

Tid
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Petrobras’s employees.

'VI. THE TRUTH SLOWLY EMERGES

64 By September 7, 2014 oertam facts with respect to the comlpnon at Petrobras
became ':pabhclv known by virte of‘ Costa s arrest and a Brazman crnnmal mvesngatlon
Indeed on. September 7, 2014 after the market closed Bloomberg News reported that

!

mforfnatlon was bemg leaked “to local medm from a pohce mvesugatlon into allegecl klcl\backs ,

. . involving [Petrobras] in an attmnpt to aller the resu!ts of the Octobel nat1ona1 electlon "8 The

- ar’ucle c:teﬁ ‘@ Bzazﬂlan magazme VeJa WblCh reported that Costa revealed “a Crroui: of .
politicians, including members and allies of Rousseff’'s Workers® Party” had accepted bribes
linked to Petrobras contracts.

,, 65 o 6n3"t‘he news that the bribes paid to Brazilian politicians had been linked to
i".-etrobrei u)mmcrs 9 Petrobms 3 ADSS declined $1.03 per ADS or more than 5%, to cIose at
$18.335, per A’}S on Septembe: 8, 2014 '

2 66, | On ‘September 8, 2014, after the market 'lc_l:osed, Petrobras 'aclf:nowle'dgeo the
'corru'ption'_‘at t"he'Co_ropariy by issuing a. statemenit coﬁoefiiing Costa's arrest and the federal
ctiminal i1i)=/e':éiigetion. Sﬁeoiﬁcelly, ‘Petrobras stated in relevant part. stated: ‘

s i‘o;fhe"best interests of the conipenj s 'ﬁlanagefneni £ s the oo;npi'eﬁoh of all |

. ongomg mvestlgatzons Any n'regular acts that may have been committed by a )

- person or group of people, whether ot not théy are company employees donot’ " |
Tepresent ‘;h'e'ooylgluci‘ of thle.Petzooras’ n}stlt_utl_oo auc‘l: its, \‘ar,orkfo;‘cle

- 67 . _Qn_.'tlhi:,e_. gtetement by the Company, acknowledging the corruption, Petrobras’s
ADSs declined $0.52 per ADS or nearly 3%, to close at $17.83 per ADS on September 9, 2014,

68.. . ;,',.Q,E;_Sep_tgmber, 3G, 2014, after the market oIosed,,.Bloomtg_e_z_rg News pob}ished an

8 . Karer Eenwens.and Armaldo Galvao, Rousseff Ally Says Petrobras Scandal Seeks to Derail
Brazil Voie, BLOOMBERG, Sept 7, 2014,

? Dimitra DeFotis, Petrobras Declines 2, 7% On Brazil Bribery Allegations, BARRON’ S, Sept.
8, 2014,

22
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article stating that Duque "sté’mped and signed at least 6.6 billion Brazilian reais ($2.7 billion) in
contracts fgr‘ 1_:1lr_1e ﬁbl’_‘?-‘t} e Li;na ye:ﬁn@.ry"' gn§ ;ecommended to Pet,r_ob;g'sfq C}CC_C_‘._I;ItiVE board to
approve ﬂ'ie" Birér-‘t'i'i"lle:d" cdnfféc;ts in."lét'e 2"009‘.'”" Fs.irther " C‘oé'ta“' -lli'ad re{?eéléd tb""}:’\fd’éﬁdu'tors that
rnlsappmprlation of ﬁmds aJso existed in other d1v1s1ons mcludmg the one Duque headf-d >
69 On th;s news, Petrobras s ADSS declined $0.89 per ADS or more t‘lan 6%, to
close at $1 3.30 per ADS on Octobm 1, ”014
- 0. On October 9 2014 after the malket closed the Brazilian federal court released

Cost’as testlmony Costa testified that kickbacks were paid to members of the Workers' Party,

+ .- the political party of the President of Brazil, Dilma Rousseff (“Rousseff”). According to an -

article by The Wall Street Journal, Costa “alleged that a certain percentage of contracts at the
'r.,eﬁﬁi'ﬁg wnit of Petrobras were to go to meémbers of the Workers’ Party.”'? |
i 7] "‘The release of Costa’s testimony by the Brazﬂlan federal court as 111dependenﬂy '
conﬁrmed by TheStreet”® daused Petrobras’s ADSs to decline $1.15 per ADS or nearly 7%,
qosmp at $l:> 62 per ADS on October 10 2074,

.’On Oétober 16, 2014, before the market opened, the Federal Court of Ac&ﬁiﬁ't's
(“.’I':C'U‘;’)- i:'ul:;lishé';:l s teport concluding that Petrobras will spend 60 percent more than originally

Vet c1a S P, . S
budgeted at one of its refineries."* Specifically, the TCU concluded that Petrobras will pay $21.6

') Sabrind Vaéile and David Bille, Probed Petrobids Contracis Reveal Othéer Signature,
BLOOMBERG, Sep 30,2014,

Nz N .
2 Will Connors, Ex-Petrobras Executive Sqys Kickbacks Were Paid to Ruling Party's Officials,
WALL STREET JOURNAL, Oét:9, 2014

¥ Andrew Meola, How Will Petrobras (PBR) Stock. Reqct. fo For mer Executive's Allegatzons m
Court?, THESTREET;, Oct. 10, 2014, available at -

http://www.thestreet.com/story/1 290988“/ H/how-will- petrobras pbr-stock~react—to—former-
executives- allegatlonn-m court. htm]

4 Anna Edgerton and Sabrina, Valle, Pefrobras Accused of Recklessness by Audit Court on
Overrims, BL, OO\/IBERG Oct. 16,2014,
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billion to complete the Complexo Petroguimico do Rio de Janeiro l(“Cornpcrj”) complex.”
Comperj.is an intcgrated rcf;ning and petrochemical complex that broke ground in 2008, began
- construction in 2010 and is scheduled to start cp on 2015, The TCU found “discrepancies
- between alfferent govcrnment agencws as well as w1th1n dlffcrent Pctrobras d1v1510ns over
1nvectn;e;1ts ‘necded for Comperj w6 Mmeovec thc TCU concluded that Pctrobras §
maz-lacremcnt had been " reckless W1th irregularities -in. the omission " of - technical” analyses,
GVerpaying for ccntracts and. 2 lack of -effective . controls.”"” *-One member of the FCU.
commented thaf it was 1nvcst1gat1ng how the structute of Petrobras can undertake such a huge -
project in such a sloppy way.”'® The TCU found “irregularities in three contracts: two that were
overpaid and one that was signed in an ‘emergency’ time-frame that didn’t allow other
companies t6 bid.”'?
'73. " On the release of the TCU’s rcp?ar‘t Petrobras’s ADSs declined $1.05 per ADS or
nearly 7%, to close at $14.50 per ADS on October 16, 2014,
w .._74.. Ou Sa‘ﬂndav October 18 2014, during a news conference during the day,
R’ousse’ff z':iclmitted ‘that there was embezzlement of public money in Petrobras anid that the

Brazilian ‘government would Seek reimburseinent of aiy ‘money i]lcgall}r'ﬂivéﬁed from the

-~ Company.

75. " As a result of the admission by Rousseff of émbezzlement it the ‘Company,
Petrobras’s ADSs declined $0.93 per ADS of moté than 6%, to close af "$14‘.'00‘_iacr'A'DS' on

October 20, 2014,

15 Id
16 1d.
17 1d.
'8 1d.
19 Id

24
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76.  On October 20, 2014, after the market closed, Bloomberg News published a
detailed article about the money laundering and bribery scheme. The article noted that Costa had
admitted to investigators through his testimony on October 872014, that for; 4t léast, seven-years,
he and other Petrobras officials actepted bribes “from companies to whom Peircbras awarded
inflated construction contracts” and “then used the money to bribe politicians through
intermediaries to guarantee they would vote in line with the ruling party while enriching
themselves,”® The article further stated that Costa had admitted that he personally received tens

~of millions of dollars and called the bribes from the companies a “‘three percent political
adjustment.”” Jd. Costa named several construction companies that was part of the-cartel
inchuding Odebrecht and Camargo Correa S.A.%!

s 72’ .. The 'aréiclé ;;ontinued Zthei"c'; as part of ‘thé crimin;ﬂ c'ésé'aga'in's't CSEia,"prosé&itbfs
elxapk;aéiied‘. lhat there was :"evi'derice of frand, c.welprilci'rig"and' kmkbacks" in,: ellt- —le'a:;st," IS'C;"E:i:l
contracts, inféiizéi;ig one contract for a 3.4 billion Brazilian reais coking anit and anotlier contrict
forsay3.19 b.%iiidn Braziliaii réais hydro-treater and related units2 The c"é'ntrac':.f. fbi"thé'éﬁkin"g
tiiiitﬁ,fviéts ‘Sited by prosécutors as evidence of overpricing énﬁi:'oxrgr-biilirig of 2§ much as 4'4‘6
million Brazilian reais 3 Indeed, ac'cérc’;ing“'tlo fgde.ral court docurents revieived "b.'jf"'BIéc)fnbérg'
P‘\.-’ém"s, Costa én&'DuQﬁé'éigiiéé off orlu‘:";th.é"cdlcing" unit éﬁlclvlé'jrdr&-f‘éa'{ér‘c':clmﬁ'éi::tfs;" and then serit
thern toPetrc;bxas’s executive board 'Wlaél‘é'tl1ey weie approved. Moreover, in fésﬁér;s'e to

Closta implicating Diique in'ihé ‘bribery investigation related to RNEST, ‘Duqus responded that

£ttt
e

L ]

20 Sabrina Valle and Juan Pablo Spinetto, Petrebras ‘Human Bomb . Revelations Fixate Brazil gs
Vote Looms, BLOOMBERG Oct. 20, 2014,

21 1d. . :
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the “final decision on all contracts is made collectively by directors and the CEQ."

78.  The article also noted that Costa had implicated Youssef for creating fake irport
cﬁﬁi}baniééfto‘ Tauridér-thé Kickbacks.?® *Cotisequently, Youssef had revealéd to proséeutors-and
police e own téstimony “how he laundered - oney -overseas 'ffbm"éverﬁoﬁc':ed Petrobras-
confracts and'hov;r he distributed money from censtruction companies, in cash, to politicians,”?’

79 ‘ As a result of ihe revelations in the artlcle by Bloom_berg {Vews Petrobras $ ADSS ‘
dechned $0 80 pet ADS" or near]y 6%, to close at $13.20 per ADS on October 21, 2014,

80. Om October 27; 2014, before the market opened, the Company revealed that it had
-set up Internal Investigative Committees “to examine evidence or facts perpetrated against the
company, as well as to assist administrative measures and resulting procedures.”

SR 3| . " Onthe diséloéﬁré of the creation of Tntérnal Iﬁ've"stiga'tive. bbh%ﬁitteles, Petrobras’s
ADSs declined $1.77 .p'e.r""AI')S or néarl'yl‘llii%, to close at $1 116 i)er ADS on '(')‘c'flcj"iaer' 227,‘:2014."-

e 82 | On' 'S‘;a'tt'ﬁ'day‘,' Nverber 1, 2014, the Brazilian newspaper, O Estado’ dé Sao
Paujo, repoued that Petrobras’s audifor, FfiééWdferhoﬁééCodpcrs (“Pwtf"}'had‘déc‘l'i‘ned.?to sign
off om the Céx.nfnény"'s' ﬂdir?llqizai.*t:ér financial results in l'ight‘ of the mbne.y'-las.‘n'ldérirfg 'allﬁ bribery
investigations: ~ Specifically, PWC refused 0 sign"off on the’ ﬁnénéiﬁl{h'i'efs“ults: for oné" of
Petrobras’s éubéi&iériés, Tra'nspetro' as they were signed 'by'Sergio f\/'fachédo-t“lvi;c'ﬁado”), the -
Petrobras c}cec’utivé implicated bj;'(jogtel. PwC "ur'g'ed the Companv"té “take action 1o dismiss

. Machado.” On November 3, 2014 Machado agreed to take a 31 -day Unpaxd Ieave of absence to -

g

o a0

curb PwC’s plote

83.  The neiws that PwC refused 10 sign off ofi the Cornpany’s third quartér finamstal

2 14
% 14
27 14,

- 26 ..
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results, as independently confirmed by a news article®®, caused Petrobras’s ADSs to decline
$0.44 per ADS or nearly 4%, to close at $11.26 per ADS on Monday, November 3, 2014.

84 On Sunday, November 9, 2014, -The Financial Times reported that the U.S.
Department of Justice (*DOJ”) had opened a qgiminél inyestigati.on'on whether Petrobras or ifs
e_apploxees were P?.id bribes and that the SEC had opened a civil investigaﬁon into the matter.?®
Specifically, The F inancial Times rqull“ted‘thgtt ;he DOJ and ‘the SEC W.er._e.i__nves.ti gating ,_\«{hetht_z:r
Petrobras or its employees, middlemen or contractors had violated the Foreign Corrupt Practices
Act -’

85.  On the reporting by various media outlets® that the DOJ and SEC had opened
separate investigations into the bribery scandal, Petrobras’s ADSs declined $0.28 per ADS or
2:5%, to oloss at §10.62 per ADS on Névember 10, 3014, '

a 86 rf'th'IiTéifémbér"l’j,' 201"4,"ai;ter't-he market c:ldééai" “éhé bdiﬁﬁaﬁy issued .a press
release acknowledgiig that if the allegations in'Co's'ta"é;'téétilﬁony were trie, ‘they “could
pote1,1tially.f;,,i;1!§i3ac:1 e C'c}m'pény’s financial st’ater.hénts.;’ As a r'és;.;lt,mfhe Corﬁpgnﬁr‘ &elayéﬁ
releasing théﬁﬁahﬁiafétatements for the third quarter 2014 as it needs additional tire to:

- (i) deéply analyss the investigation in course! (i) adjust the Company bissd on

.. the ailegatlons of “Operacao Lava Jato;” and (iii) evaluate the need of improving
' - governance control, the Company isn’t reaﬂy to pubhsh ifs balance sheet

- regarding the third quarter of 2014 on this date.

87. Q}; I_‘.:\T_qver,r_lb_cér 14, ,20.‘1{‘{,‘ it was'r'ep:or_tq_d:i;'n varigus _r.ngdia,olul‘glc‘r:.s“cl.uring:ﬂ‘ae‘ day,

that the Brazjlian police issued 27 arrest wairants and arrested .18 indjividuals including Duque

28 Johdnna Beninett, Brazil Withers From Petiobras, Rate Hike, BARRON'S, Nov. 3, 2014.

%9 Kara Scannel] and Joe Leahy, US Turns Jp Heat Wzrh Criminal Inve sHg atzon Into Pez‘f obras,
FIN. TIMES, Nov.9, 2014,

N . . : .- e .-

3 Amanda ?chmvo Pétrobras (PBR) " Stock Lower' Toddy "Amid US." Investigation,
THESTREET, Nov. 10, 2014, available at http: 1w, thestreet com/storVI 12‘3475"'4/ llpetrobrau-
pbr—stock-lower-toda y-amid-us-investigation.himl,
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and Erton Medeiros Fonseca (“Fonseca™), a director of engineering and infrastructure at Galvio
Engenharia SAR Also, one of Petrobras’s contractors, Odebrecht, confirmed that “its offices in
s
Rio de Taﬁéno had bPen soalched and documents seized. "
éS. On thc news of the arrests, Petrobras 8 ADSS dechnocl $0 25 per ADS or nearly
2.5%. 1o cloqe at $9.95 per ADS on November 14, 2014, I
-89; - G)n T\Tovember 17, 2014, before .the market opened, the Company had a-
conference C'll] to dlSCHSS lts thud quaﬁer éOM gmd.anoe; .D‘ur;ng the call Foster noted that if
Costa’s accusations are true, they could potentially affect and “may lead to possible adjustment
« in the ﬁnanciall statements of”. Petrobras. Foster revealed that the Company had been
implementing “governance and management processes between 2012 and 2014.” Accordingly,
the C,'ompa.‘ﬁ'};ss boaid of directors approved the creation of a compliance department.
T 9{)« 3Dl'u'il'ag:'thcl:' Q&A. séssion, an analyst asked assuming the “iousations of é'o"_r'é":'ha'rge
or ovg.r'c;ha:irge arc confirmed,” 'v;rhat kind of z;ccounting_adjustments would need to be made in
the Gompany's financial stitemients and what main line items woilld be impacted assuming
“BRL 5 billion™ weré oVerpric';ed in the consfruction of RNEST.” Barbassa replied that the
adjustmoms would be to'th.é'_ fair price of PP&E. H'the 'ailéééitioﬁé are true, Barbassa. said there
*would be an :“‘o*«;er_paylﬁent, paym.éﬁt'abdve what would be a fair value for .a good or service. In
this case, this V'llue should be removed fiom PP&E line item, “i'nv'éé’ied value and should be taken
to the re'su]’c'o"."" In determining fair value, Barbassa elaborated that the bbmpaii?ﬁﬁrduid need to -
'deduct from PP&E “the amount that could be linked to brzbery of any so:t any accepted puce

that Wou]d have beén ohalged

32 Ste;‘:hPh';Elise.ﬂham'\mer, ‘Petrobras Ex-Director Arrésied, Shares Sink dmid Gf;aﬁ §é'ézﬁkfal,
REUTERS, Noy..14, 2014,
577 ‘ L
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- 91. - Later in the day, Foster confirmed that SBM bribed Petrobras employees to win
contrécts. Foster stated that due to the “overwhelming evidence of noncompliance,” SBM “will
ﬁo loniger be’ eligible to bid for furthet contradts with Peftobias " Mdreovér, Foster admitted
the followirig: “te Fwere] informned if ‘the’ pastthat W had idétifEd o ‘irfegularities'at this
matter, “Afltérlg'few weeks or moniths, T was inforined thiaf théfe were indeed bribies to employees
or’ forrner “'E::’ﬁipléfrfé'es,". 'o't‘“i;éti"()bras;” Jose Formigli, Petrobras’s Head of Exploration and
Production, also revealed fché following: - l

s G0 redeived o call and & lotter wihare SEM said it Kad beds 1o1d of srediis to”
accounts in Switzerland by Public Prosecution in the Netherlands. This is
overwhelming evidence outright - it’s the company’s own admission that it was

aware of [the bribery].s

92 As a result of the Company’s conference call and revelation of SBM bribing
Petrobras’s-__employee_s, Petrobras’s ADSs declined $0.62 per ADS or 6%, to close at $9.33 per
ADS on Novl"\fen.lbkler 17,2014,

93. . Since the arrests, Braziiiaz} Federal Police had obtaingd a confession from
Egl}geca *hat -“pe paid rgughl'y 4 million, B.raziliar} reais ($1.5 million) in bribes in order to win
contracts, from ‘1?’t=:t1j~0b_r£:13.“’36 At least some of thqse contracts included projgc,ts at Petrobras’s
R_NEST. As part pf Fonseca’§ confession, he revealed to the Brazilian Federal Police that he met

Costa and a congressman in & meeting in 2010. The céongressman told Fonseca “that to be able

to win contrasts, he would have to pay.”™” Another contractor who was arrested on November

# Isabelia Vieira, Peirobrtis CEO Admits SBM Offshore Bribed Officials, AGENCIA BRASIL,
Nov. 18 2014

35 Id -

36 Paul Kiernan, Executive Says He Pazd Brzbes to Win Petr obras Contr ‘acts, WALL STREET
JOURNAL, Nov.'18, 2014.

37 Id

29
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14, 2014 had confessed that “he paid $19 million and $23 million in bribes to Renato Duque,”?

94. ‘ On November 20 2014 1t was reported in vanous medw outlets that a request
was made to the Brazﬂzan Proser'utor s Ofﬁce in the Federal Dlstrlct and the Pubho Prosecutor at
the Federal A.uc.ht Court for the immediate dismissal of Foster as the CEO of Petrobras and to
+ establish a criminal inquiry into the matter. According to a news article, the request argued that
Foster did n'pt testify trut.l-l'f}n}.y herself .v.vl;en she testified ata Ilea__ring on Ju_ne. } 1, 2014 before a -
congressidnéfinvestigation committee looking into the scandal, the Comissfio Parlamentar de
Inquérito.®® Specifically, Foster testified falsely that Petrobras'didn’t receive ‘any’ warning from
Netherland’s authorities concerning bribery payments by SBM to Petrobras’s employees.®?

95.. On November 24, 2014, a simiiar article in a Brazilian newspaper reported that
at t'};e 'J'ungif-' 1:‘1, 20‘14'hééri1;g: Foster’ was asked if Petrdk-nrés;had"'i-éféhii;‘f?'ea‘éﬁ; evidence of
paymenﬁ.{gimoiihtl'iﬁé lo"$139 million to’ Petrobias érﬁpldyees Gt executives by SBM.4 Foster
arlé‘w‘efe'd"{ih:».‘;f he '('jbﬁ*jpan'y"'s ‘ihternal committee “did ‘not idéntify,” wﬂhmﬁs activitiés and
SCOpE, pé.);l'\Tg'I{t;S oflﬁny benefits to sny of our employees. 2 T'\Iex't',F.os‘ter ‘;va';a'ske'd‘ whether
Pstrobras alreadv knew abouf the sispicion of bribery to Petrobras employess sincé 2012,
Foster éﬁéw'c':'{'ef'i,'“'l ‘do nét confirm this information.”® "

i 96 ' On the news 6f Foster's testimony to the Comissio 'P'aﬂamerita;r de Tnquérito,

Petrobras’s ADSs declined §0,34 per ADS or 3%, to c'l'dSé'at $10.50 p'ér'l ADS on Ndverﬁber.'lllﬂr’;

38 Isabella Vieira, _Pet:obi as CEO Admzrs SBM Oﬂrhore Brzbed Offic cmis AGEN(‘IA BRASIL
Nov. 18,2014. 7

3 Upposition, - Party Demanas Graca Fostei s : Immediate . Wzthdmw F: on1 Peﬁ'obms 5
Presidency, FOLHA DE 8. PAULO Nov. 20,2014, '

Nig

4 Priscilla Mcndcs, Membér C’omplazm 4gamst Grace Foster for Perg jw j, GLOBO Nov 26
2014 g s L. I o

42[d e oeET o T A

43 Id
44 JJ‘C‘J."'
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VII. SCIENTER ALLEGATIONS .

97. Costa Who was a semor executlve at the Company has been arre.,tcd on corrup’uon

+

charges and placed in house arrest pendmg the cnmmal 1nvest1gatlons bv szzhan authontles
for h}s actwc participation in the money launidering. and ‘bribery ‘scheme.: I-,1kevhse=-?sanot-her

. Sénior e*{ecutzve, Duque has “been. .arrested on: similar..comuption-charges - for . his . active
EA LT 3 R INEER R ..

partwlpatwn in u,he moncy laundermv and bnbery scheme Costa and Duque were senior officers | ..

%
[RRETRAE i 4 :‘.a g

.. of Petrobras, Thexr knowledge of the fraud is aﬁubutable to the. Compauy for purposes of
-assessing the Company’s scienter.  Significantly, Foster was fully aware by May 27, 2014 that
SBM officials were bribing employees of Petrobras to guarantee winning certain contracts.
Ft‘)st'er’s knowledge preceded her June 11, 2014 testimony to the CPI in which Foster testified
{falsely) ﬂmt PEHObtab did not receive any warning or notice from authorities in the Netherlands
that ﬂu—;-y were inves'li gating bribery allegations with respect to SBM.

VI, LOSS CAUSATION

98, s, During the Class Period, as’ detailed ‘herein, Defendant &ngaged in ‘a 'schams to
deceive the 'i«i%;a}fk.et:'énd"a.'c?)urs'é”éf conduct that artificially ‘inflated the ‘prices of Pefrobras’s
ADSs, which operdted as a fraud of deceit o Class Périod purchasers ‘6f :if’e'trbf;ras"s‘ADSs by |
failing tb"discldsé, ‘and ‘tmistépresenting, the ‘adverse facts detailed herein, " Whef Defendani’s
prior misrepresenttions and fraudulent condiict were ‘disclosed, or ﬁ{étéﬁafi;zéd,'h‘énd" “became
apixiren’t‘t'b “the ‘matkét, the ptice of Petrobras’s ADSs fell ‘precipitolsly.  As & résult of their
purchases of Petrobras’s' ADSs thiring the Class Period, Plaintiff and the other Class ‘members
suffered é&tﬁ'}ngﬁibsi‘éé‘é, ie. ‘daniages, unider the federal securities laws. "

o9 :By failing to ‘disclosé 'to ‘investors the ddverse facts detailed hefein, Defendant
lifeéentéd'ua":‘::n-i-szleading. picture of Petrobras’s business and prospects, financial position, and

B 31 . ‘ e T e e e,
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results of operations. Defendant’s false and misleading statements cansed Petrobras’s-ADSs-to
trade at artificially inflated levels throughout the Class Period.

LIRS

100.  The-decline in value of -Pe_t.rgbre}s’s ADSs was a direct result of ‘g‘_hr-:._:}‘latupe and
extent of D;a]f;ggdgnj:’g-fra};d ﬁr}a}Iy_ Iy,e_iné; revealed fo _‘inves.tors and the market. _The _tirping and
magnitude of the price c_iec}irég of Pe;_robras’s ADSs negates any iz‘llfeljlencel th'ajc.:che- loss suffered
by, Plamtsz? ‘:..afn_d: the (_)thcr.,.' Cll_la‘_sg‘ memb;r; was F:au.se.d b3‘( changed market conditions,
~ IMAacToeconomic, o i.n‘d:ust‘ry factors or Company-specific facts. unrelated to Deifei_'{dar_ltf_s
frandulent condu‘ct. The ecpnomic loss, i.e., damages, suffered by Plaintiff and the other Class

members was a direct result of Defendant’s frandulent scheme and caused the subsequent

significant decline in the value of Petrobras’s ADSs when Defendant’s prior misrepresentations

B T T A T

and other fravdulent conduct were revealed.

IX. IMAFPLICABILITY OF STATUTORY SAFE HARBOR

103 The sitaitutd'i*f safe harboi'_.;')'rovid.éd for forward-Tooking. staternents Tindér serfain
_circumstahgfég ‘tinder the Private' Securities Litigation Reform Act of 1995 dves not apply to dny
. of the allegddly Filse or 'r'nj%slea‘dling ‘statements set forthifi this Cf)rilp]ziint.. The. statements
alleged to be Talse t;r'misléadiﬁg herein Telate to then-existing facts and conditions with respect
to, Petiobias Wwhich were not fully, faitly, or adequatély disclosed. . In addition, to the extent
éénain of the "stateménts alleged to be false ‘¢t rhiéleadiﬁg'may be chézrécte}izéd a's'forward‘-ﬁ
idckihg, ﬂ*iejr‘vkre:"nét acie;clua’c'eisr, ideritified as “forward-lookidg statements™ when ‘made, and
thete were i adequate, meaningful cautiSnaty statémens i'déﬁ‘.t'if};in'.g' felévant fmporfant faotors.”
that could"ciise actial Tesults'ts differ i‘i'ié;teria.lly' from those in the purportedly forward-looking
 statements. " Cauticniry” ianguagemust ‘wthfully: addriss ‘specific risks, must exhanst the -
capacity c:f the .I‘Jési'ti:ve"t:%éise‘ statements ‘to mistéad investors, and st disclose; és’l%ef;inciiani:
failed to'do hiers, "t“hen exlstmg adverse fécts;..'Alterriaﬁ\;f:éISf: 10 the extent that the sf'at{libry safe

32
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Defendant is liable for those false forward-looking statements because at the time each of those
forward loolqng statements was made Defendant had actual knowiedge that the parucular
forward ]ook*ng staternent was rnatenaily false or rnlsleadlng In add:tmn to the extent any of -

the statements set fmth above were accurate when made they became 1naccurate or nnsleacunc

v 0T, ..,". A . ' o . .

because of uubsequent events and Defendant fa1led to update those statements WhICh later

. L) -
l‘ 1 ll _,x,.,‘J. A

: became inaccurate,

[ FERI ot

. 102 ,' The statutoty ‘safe‘haﬂ')omrj provxded forfmwardlookmg statements undercertatn :
circumstances, moreover, does not alaply to false statements or material omissions o‘.F existing
facts.

103, Additionally,'tﬁe safe harbor 1§ statutorily inapplicab]e 1o the false, nns}eadmg
and utcompiete anmual finahoial statéments of Petrobras since t}iey were t'eportedlj}'pr'eﬁafe'd‘ in
accordance tv'itil generally accepted accounting principles.

X, , APPLICABILITY OF PRESUMPTION OF RELIANCE FRAUD ON THE
MARKET

104, . PIaint_i‘ff is entitled to a presumption of 1'e1{ance becapse the ctaims asserted_.he;ein
agalnst Defendant is pxedlca ed, in pa1t upont false statements of material fact and/or the‘.~

omission to state matenal facts necessary in order to make the statements mace m the hght ot

the cttcnntstances ‘ .u_;nder which 'they_ were mad,e,l not n11$18d(511§lg,1 that Il?efend__emt th'tdaduty to
disclose.

105, f}t_'t%ll‘:relevant.tirn_es,'_n}mket for Petrobras’s.AD_Sstas ',anl.ef_ﬁcient market. that.
pt'oxn}atly'dig:ested'_ou't_'.rent in_fonnat‘ion with respect to theCotnpany. _f_ro.m all pttbiicly-avaitaote

sources and reflected such information in the prices of the Company’s ADSs.

106... The market for Petrobras’s ADSs was efficient because, inter alia, throughout the
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. Class Period:
- +. aJ Petrobras’s’ ADSs met-the requirements for:listing; and were listed-atid. actively
"= traded on the NYSE; a highly:efficient and. automatedsmarket; ;.. 1 -
b. During the Class Period, there were approximately 768 million Petrobras’s ADSs
R outstanding; millions of shares' of Petrobras’s ADSs were traded. on the NY: SE;
2o e Swithedrading in excess of a million shares’ a' day- on the .vast majority.of days
we e e el during'the Class Period; . -
c. As a regulated-issuer, Petrobras filed periodic public reports with the SEC arid the
NYSE,;
d. Petrobras regularly communicated with public investors via established market
we  communication mechanisms, including regular disseminations of press releases
. on the national cirouits of major newswire servies and ofher wide-ranging
it bﬁbiid disclosures, SI:.ICI.']‘ as qﬁa'rtérly " conference calls  with investors,
s communications with the financial preés and 'o'ther' sii‘niféﬁ fépbl’tiﬁg services, as
well as presentations &t Various industry and market symposia and canferenées;
and
CoLh e .e Sezéﬁf'itiés' analysts follswed and published reéearch reports regarding Petrobras
that 'were publicly ‘available to investors. 'Each analyst wiote' reports about -
Petrobras that were distributed to the sales force and available to customers of
their 15éépéc;§'i§e ‘I'Jroke'i'égé firms, These réfpoi:ts were pﬁbli'c'i}:f"é{rai.]ab'fe and
entéred the public marketplace.’
107.  Throughoit the Class Périod, Petrobras was consistently Followed by thie iatket,

including securities analysts as well as the business press. " The market relies tipon the

.34 s . [



Aot L AL VEUI00L-J O WULUTHIREIL L FHEU LAUGI A4 aye S50 Ul SY

Company’s financial results and management to accurately present the Company’s financial
results. During this period, Petrobras continued to pump materially false and misleading
information into the 'marketplace regarding the financial condition of the Company. This
infofmation was ‘promptly reviewed- and -analyzed by the ratings- agencies, analysts and
institutional invéstors and assimilated-iiito the price of the:Company’s:ADSs.-
108.  As aresult of the misconduct alleged herein (including Deféndant’s misstatements
-and omissions of material facts); -the market” for Petrobras’s  ADSs was artificially inflated.
Under such circiimstances, the presumption of reliance available under the “fraud-on-the market”
theory applies. . Thus, Class members are presumed to have indirectly relied wpon the
misrepresentations and omissions of material facts for which Defendant is responsible.

a }09Plamt1ff ‘énéi‘ other Class meimbers justifiably relied on the“integr'i.t‘f}'bf i‘hé market
price for ihe Company’s ADSs and were substantially damaged as a direct and proximate result
of their pum,li'éées of Petrobras’s ADSS at aﬂfﬁcially inflated pf}'des and the sﬁbéeqﬁent decline in
the pride ofithe ADSs When the truth was interrmittently disclosed.

. 110. "The markét for Petrobras’s “ADSs 'p'i'omi)flgy digested current information
regarding Petrcbras from -all Iﬁuﬁliél.ir";a'véilaﬁle' sources and wﬂecledsuchmformatmn in
Peh‘obra&,’sADSs przce Undm these mrcumstanues, all purchasc\as oi Petrobﬂas‘s ADSS durmg
the Class Bétiod siffered siimilar injury through' thiir purchase of Shares at arfificially inflated

...;‘

prices and a presumption of reliance applies.

XL CLAIM FORRELIEF. .
- (Against Defendant)

Violation of Section 10(b) of the Exchange Act and Rule 10b-5 Promulgated Thereunder

111, Plaintiff repeats and realleges each and every allegation above as if fully set forth

S.a -+ 35,



Lase L 14-CV-Udona-Jdor OCUmeni 1 ried LZ/us/l4  Fage oo 01 o9

ORI

1 i

herein.
112, Throughout the Class Penod Petrobras, directly or 1ncluecﬂy, engasred in a

common plan scheme and contmumg course of conduct descubed herem pulsuant to whlch it

knowmgly or recklesaly engacred in acts transactlons pract:cus and a course of busmess wluch

‘:3!‘.‘I.|-

operated as a fraud upon Plaintlff and the other members of the Class; made various false

4 a ,_ -5‘:'-."

statements of matenai factﬂ and omitted to state material facts necessary in order to make the
statements made, in. the light of the circurhstances under which they were made, not misleading
- to Plaintiff alill the bther members‘of thi Class; and employed mianipulative br deceptive devices
and contrivances in connection with the purchase and sale of Petrobras’s ADSs,

113.  The purpose and effect of Petrobras’s plan, scheme and course of conduct were to
artificiallyiinflate the price of Petrobras’s. ADSs and to artificially maintain the market price of
Pctrobras.’;-ADSs:"' A T ST e

114 Pe"'t:rbb'ras' had actual knowledge of the material ornissions and/or the falsity of thé
mateijal siatcmc,n[s st forth'above, and intended to deceivé' Plainfiff and the other rembers of
hé 'Clle;és,fc;r:. in th'e_‘all_tlérh‘ativé;‘ 'a'c;;ted}?irit}l'.sevérély reckléss diéregafd £61 the trith when it failed
t&w";:s"dé'rtéinl'iélnd ‘dis?clés;;'thé irtie facté fn the statements made’ by it to members of the i'n\}esting‘
ﬁubli ¢, mr‘lLdng 1""Iai'%1fiff and the Class, and the sécurities 'éuiéiysts..‘ ‘

.’ 115, :’";"As a result of :t']ie'forég'éfhg,' thie' ratket pricé of Pefrobras’s ADSs was artificially
iﬂﬂa-tea.'chi'r‘iiiﬁg ‘the Class 'Pé;:ic;d. In ignorance of the falsity of Peirobras’s statéments concerning
" the Com’ﬁﬁny’s :ﬁﬁaﬁc!:'iéi staterments and’ dﬁéréfiohs:,'ﬁlaihtii“f and the other members of the Class
relied, to thei:f damage; on the Stateinents described abave aid/ the integrity of thé;ﬁiéi'kéf"f)}iéé
of Peﬁ‘oﬂrés"& :"-iDSs dulring the Class Period in purchasing Petrobras’s ADSs at prices which
were artiﬁéiz%lljir-il;lﬁs'.’tezd s & resulf of the ]f)'él’f:érfcf'«;lll'lh’t""s.ﬁilée and midleadin gstatements '

v . “
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116.  Petrobras’s concealment of this material information served only to harm Plaintiff
and. the other members of the Class who purchased Petrobras’s ADSs in ignorance of the

ﬁnanezal I'lSk 0 thern asa result of sur‘h nonchsriosures

1 17. As a result of the wrongﬁﬂ conduct aIleged herem, when the truth concermng

RN

.Petrobras 8 false ,,tatements and omissions was 1evealed to the 1nvest1n g pubhc and the art:ﬁc;al

—-n‘

mﬂatlon in fhe pI‘lCB of Petrobras s ADSS was, as a result reduced and uItImately removed ina

T T T SR N

series oi .clorrectlve dlsclosuree and/or the m’ztenahzataon of the coneealed rlsks--Petrobm;'s
AD s pnce felI elg'mﬁcanﬂy and Plamtlff and other .mer’nbers of the Class surfeeed damages in
an amount to be established at trial.

118, By reason of the foregoing, Petrobras has violated Section 10(b) of the Exchange
Act and Ritle 16’0:15 promulgated thereundér; and is liablé to the Plaintff and the ei:her mermbers
of the'Clef;;'s?'fo:r substantial damages that they suffered in connection with théir purchase of
Petrobras’s ADee during the Class Périod]

- A

XIl. PRAYER FOR RELIER

' ".WHE"REF"ORE, Plaintiff prays for relisf and judgment; as fojlows:
" A, ‘Determining that this ;zidetiezi is properly 1ha?fii'é{iiiab]e' as'd class' aétion j‘;ﬁrsi‘zent to
Rule 23 of théFederal Rules 5 Civil Procedure; *
B." . Certifying’ Plaintiff as the “Class Représentative” and his cowisel a8 ¥Clags -
Counsgél™ |
C.  Declaiig and detérining thit Defendant™violatéd the federl seturities Taws by -
reason bE =t‘}‘féir'.e,’ov'hc:i‘uf:f'e\'s:"e‘ll'lt':}'g'ééi herins 7
D MAwarding monétarydamiages 'égaifzsf Defendant in F&vor of Plaintiff ani thé othier

rembérs of the Class for-all losses and damages suffered as a result of the acts and transactions

R
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complained of herein, together with prejudgment interest from the date of the wrongs to the date
of the judgment herein;

E. Awarding Plaintiff and the, Class their reasonable costs.and expenses;ineurred. in
this action, including counsel fees and expert fees; and

F. Granting . prejudgment. interest .and such other-.and further relief as deemed
appropriate by the-Gourt.

XIIL - JURY TRIAL DEMANDED. .

-+ -Plainti{f hereby demands a trial by jury in this action of all issues so triable.

/Z\I?‘OPPER LL -

ester L. Levy
Robert C. Finkel

~ Chet B. Waldman

“Fei-Li Qfan " "
845 Third Avenue
New York, NY 10022
Tel: (212) 759-4600 L
Fax: (212)486-2003 e
rfinkel@wolfpopper.com
faian@wolfpopper.com

Dated: Dﬁ:cemberg, 2014

Attorneys for Plaintiiff .
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. UNDER THE

Executed this t:iay of Decemiaer, 2014

PLAINTIFF CERTIFICATION
FEDERAL SECURITIES LAWS

I, Peter Kaltman, hereby state:
L. I have reviewed the attached complaint against Petroleo Brasileiro S.A. -
Petrobras (*Petrobras™) and have authorized the filing of the complaint on my behalf,

2. I am willing 10 serve as a representative Q‘ari:y on ‘behalf of the Class, as
defined in the above referenced complaint, including providing testimony at deposition and
trial, if hecessary” : B '

3. The following includes al] of my transactions in American Depository
Receipts of Petrobras duting the Clags Period set forth in the Complairt are as follows:

Date Type Quaniity ' Price P‘er Share
o

10/28/2014  Purchase = 1000 .3 $11.585

4. 1 did not purchase these securities at the di{ection of counsel, or in order to
participate in ény private action arising under the federal securities laws,

3 Duting the-three-year period preceding the date of signing this certification,
I'bave not sought to serve, and have not sexved, as a tepresentative on behalf of a class in
any private action arising inder the federal securities laws: :

6. I will not accept any payment for serving as a representative party on behalf
of the Class except to recejve a pro rata share of any tecovery, or us ordered or approved
by the Cowt, including the award to a representative Jparty of reasonable costs and
expenses, including lost wages relating to the representation of the Class. :

7. I declare under penalty of petjuty that the foregoing is true apd correct,

By:,,,,/ 4 ‘
“Peter Kaltman -

i




