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1. INTRODUCTION: THE "SAFETY FIRST"
PHILOSOPHY

The Brazilian business environment has undergone profound
modernization. The cornerstone of this change is the Economic Freedom
Law (Law No. 13.874/2019).

- Presumption of Good Faith: For the American investor, the biggest
shift is the move toward a presumption of good faith by the
individual before the public power.

- Minimal State Intervention: Legal business transactions are now
subject to free stipulation between parties, ensuring autonomy.

- Asset Segregation: The law reinforces the separation of assets
between the company and its shareholders, protecting the parent
company's assets from local liabilities, except in cases of proven
fraud.



NAVIGATING BRAZIL:
A 4-STEP ENTRY GUIDE FOR US INVESTORS

Bolstered by the Economic Freedom Law (2019), Brazil has modernized its business environment
to favor "Safety First" principles. This guide outlines the essential path for US entities to transition
from initial legal setup to full anti-corruption compliance.
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STRATEGIC ROADMAP: THE 5-STEP ENTRY PATH.

Step 1: Incorporation and Tax ID (CNP)J)

The process begins with the formal registration of the articles of
incorporation at the Board of Trade (Junta Comercial). Simultaneously, the
company must obtain its CNPJ, the mandatory tax identification in Brazil.

Step 2: Appointing a Brazilian Legal Proxy

Brazilian corporate law requires foreign shareholders to maintain a
local legal representative. To ensure the security of the US parent
company, a well-drafted Power of Attorney (PoA) should be granted with
strictly limited powers, ensuring total business control remains with the US
investor.

Step 3: Central Bank Compliance & Capital Registration (RDE-IED)

All capital inflow must follow Central Bank Resolution BCB No.
278/2022. Every dollar invested must be registered in the Electronic
Declaratory Registry (SCE-IED) to protect the movement of foreign capital.

Step 4: High-Value Movement Declaration (The $100k Rule)

When performing foreign exchange operations, the subsidiary must
observe strict compliance: specific reporting is mandatory for any financial
transfers equal to or exceeding US$ 100,000.00.

Step 5: Exercising Repatriation Rights (Profits and Dividends)

Repatriation depends on the fulfillment of Step 3. The RDE-IED
registration is what legally guarantees the investor's right to send
dividends and returns of capital back to the U.S. in dollars (USD).



2. CHOOSING THE VEHICLE: BRANCH VS.
SUBSIDIARY

When entering Brazil, you must choose the most efficient legal vehicle.

- The Branch (Filial): Requires a direct decree from the Brazilian
Government. It is notoriously slow and bureaucratic.

- The Subsidiary (Subsidiaria): A Brazilian company controlled by the
US parent. It is agile and offers better protection.

- The SLU Revolution: The Sociedade Limitada Unipessoal (SLU) allows
a single foreign entity (like your US Holding) to own 100% of the
Brazilian subsidiary’'s quotas. This eliminates the old, risky need for a
"local front partner."



3. CHAPTER 3. STEP-BY-STEP INCORPORATION
& THE "LEGAL PROXY"

Opening a company involves registering with the Board of Trade (Junta
Comercial) and obtaining a tax ID (CNP)J).

Deep Dive: The Legal Representative (Procurador)

Why do you need a local representative? Brazilian law (Corporations Act)
requires any shareholder residing abroad to maintain a legal
representative in the country.

- Purpose: To receive service of process (citations) in legal actions.

- Control: The representative is a legal proxy, not an owner. A
well-drafted Power of Attorney (PoA) ensures the representative has
strictly limited powers, keeping full business control with the US
investor.



4. CAPITAL INFLOW: CENTRAL BANK
REGULATIONS (RDE-IED)

All capital movements are monitored and protected by Central Bank
Resolution BCB No. 278/2022.

- RDE-IED Registration: Every dollar invested must be registered in the
Electronic Declaratory Registry (SCE-IED).

- The Right to Repatriate: This registration is what guarantees your
legal right to send dividends, interest on equity, and the return of
invested capital back to the U.S. in USD.

- The $100k Rule: Mandatory reporting for transfers equal to or
exceeding US$ 100,000.00.



5. COMPLIANCE: ALIGNING BRAZILIAN LAW
WITH THE FCPA

To offer "Zero Risk," your framework must integrate the Brazilian
Anti-Corruption Law (Law No. 12.846/2013).

Strict Liability: Companies are strictly liable (regardless of fault or
intent) for acts against the public administration. Fines can reach
20% of gross revenue.

The Shield (Integrity Program): A robust "Programa de Integridade" is
a tangible legal defense.

Incentive: Proving an effective compliance program can reduce
administrative fines by up to 5%.

Due Diligence: Background checks on local contractors and
"indemnity clauses" are essential to decouple the US parent from
local employee misconduct.



6. COMMON PITFALLS: AVOIDING COSTLY
MISTAKES

1. Tax Residency vs. Visa: Obtaining an Investor Visa is an immigration
matter; Tax Residency is a fiscal trigger. Do not confuse the two, or
you may inadvertently tax your global income in Brazil.

2. Central Bank Updates: Any change in corporate structure or
reinvestment must be updated in the Central Bank system within 30
days. Failure leads to heavy fines.

3. "Copy-Paste" Contracts: US Operating Agreements (LLCs) are not
directly compatible with Brazilian Civil Law. Your bylaws must be
"Tropicalized" to be valid and enforceable in Brazil.



EXECUTIVE CHECKLIST: IS YOUR SUBSIDIARY
SHIELDED?

1. [1Does the US parent understand "Strict Liability" under Law 12.846?

2. []1Does the local Integrity Program have a clear "Tone at the Top"?

3. []lsthere ongoing Due Diligence for third-party contractors?

4. [ ] Has the Code of Conduct been "Tropicalized" (translated and
culturally adapted)?

5. []lsthere asecure, independent Whistleblowing Hotline?



DISCLAIMER: This guide is for informational purposes only and does not
constitute legal advice. For specific cases, professional legal counsel in
Brazil is mandatory.
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