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Transparency, flexibility and the capacity for innova-
tion: these will be the essential attributes for com-
panies in Brazil to find their way (back) to growth in
2016. These conclusions are part of the new edition
of the study “TozziniFreire — Outlook for the Bra-
zilian legal and economic environment in 2016".
The research gathered the opinions of over 120 execu-
tives from public and private companies in Brazil and
abroad, active in sectors such as infrastructure, retail,
logistics, information technology (IT), paper and cellu-
lose, among others.

Commissioned by TozziniFreire Advogados for the se-
cond consecutive year, the study was conducted in
partnership with Latin Finance magazine and Euro-
pean consultancy Management & Excellence (M&E),
as well as the support of the Brazilian Association of
Publicly-Traded Companies (Associacao Brasileira das
Companhias Aberta - Abrasca). The research’s goal
was to indicate legal trends for the next year in 11
areas, which will be detailed in the following pages.
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OVERVIEW

Themes connected to Tax 94%
compliance, corporate
governance, tax, labor i
_ _ _ Compliance 77%
and antitrust issues will
be priorities in 2016 for
most respondents. Labour 63%
Corporate Governance 48%

Intellectual Property

Technology Transfer 1%
Antitrust 27%
Mergers and Acquisitions 22,5%
Environmental Practices 19,5%
Capital Markets 17%
Arbitration 6%
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COMPLIANCE IS UNANIMOUS

While the study’s first edition indicated that
91% of respondents intended to adopt com-
pliance programs, the second edition showed
that focus on the theme is unanimous among
those interviewed.

According to Shin Jae Kim, head of Tozzini-
Freire Advogados’ Compliance practice, the
data reveals that the adoption of integrity
programs is perceived by managers as a
strategic investment for businesses. "I belie-
ve that companies will increasingly demand

their providers and partners to have com-
pliance programs.”

Another evolution is that compliance struc-
tures that are housed in legal departments
will migrate to independent structures within
organizations. “"An independent structure in-
sures more effective and transparent pro-
cesses, as well as being aligned with worl-
dwide best practices” Shin explains.

A DIFFERENT POINT
OF VIEW ON TAXES

Understanding the complexity of the
Brazilian tax system is a challenge for
97% of consulted executives. Over
75% of them understand that new
reforms need to be applied in 2016.
For Ana Claudia Utumi, partner at
TozziniFreire Advogados’ Tax practi-
ce, it is natural for most people to be
skeptical about the current scenario,
but in the medium and long term,
the creation of electronic platfor-
ms to submit accessory obligations
to fiscal responsibilities, the Siste-
ma Publico de Escrituracdo Contabil
(Sped), could be seen in a more po-
sitive light.

“After the initial adaptation stage,
substituting the manual process
by an electronic one will result in a
more dynamic fiscal routine for com-
panies. That will allow professionals
to focus more on strategic issues,
rather than being flooded with the
manual process of filling in fiscal for-
ms”, she explains.

Ana Claudia believes that Brazil is
going through a breakthrough mo-
ment. “With the drastic increase in
scandals involving fiscal corruption
and evasion, and with the recogni-
tion that the culture of corruption is
so deeply rooted in Brazilians’ lives,
what is being sought at the moment
is change, transparency, an unders-
tanding that the effects of corrup-
tion, both by politicians and evaders,
are disastrous for the country.”
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THE CONSOLIDATION
OF CORPORATE
GOVERNANCE

Overall, respondents said they partially or comple-
tely follow the Corporate Governance Best Practi-
ces Code of the IBGC (Brazilian Corporate Gover-
nance Institute), of which 89% said they follow
all or at least half of the recommended practices.
Marta Viegas, partner at TozziniFreire Advoga-
dos’ Corporate practice, clarifies that the IBGC
Code is of voluntary compliance and is used
widely by several types of organizations, from
publicly-traded to limited liability companies as
well as other entities, such as cooperatives and
third sector entities.

Among the concerns of those heard by the rese-
arch, it is possible to highlight the complexity of
the Brazilian business environment and the need
to better understand the limits of administrators’
responsibilities, as well as their need to define
governance systems and more effective control
mechanisms including internal controls, due-dili-
gence, compliance and risk management.
Respondents also revealed that systems for
rule enforcement (both regulatory and judi-
ciary) are shy, despite being recognized as
crucial and of increasing importance in this en-
vironment; they demanded attention be paid
not only to factoids, but also to the essence of
major governance deviations.

Faced with these concerns, Marta underlines that
the challenge in the field of corporate governan-
ce is to put essence ahead of form, principles
above anything else. She also stresses the need
for human capital behind corporate governance
structures, which guarantees the “tone of the
top” and makes control mechanisms effective.




AN OPTIMISTIC LOOK AT
THE HALF FULL GLASS

Approximately 36% of participants said they plan
to take part in merger and acquisition operations.
According to Marcela Waksman Ejnisman, part-
ner at TozziniFreire Advogados’ M&A practice, the
data reflects the current economic and political
crisis in Brazil.

“However, a more careful evaluation about the
scenario could be the starting point for a great
business deal,” Marcela ponders.

For her, the approximately R$ 150 billion in assets
currently on sale in the market, many of them
from companies involved in the Lava Jato scan-
dal, must be looked at carefully by those who are
considering expanding their presence and who
have a long term vision. “On the other hand, the
exchange rate favoring the dollar and the euro
could be interesting for those who intend to buy.”
Marcela understands that the more active sectors
in terms of mergers and acquisitions will be cons-
truction, hospitals and information technology.

THE BOOM OF ARBITRATION

The new Civil Process Code (Cédigo de Processo Civil - CPC) and the new Mediation law,
which will be effective starting 2016, together with the reform of local arbitration law,
which is already effective, are bound to encourage the search for friendly dispute resolu-
tion methods in the next years, reveals the second edition of the research TozziniFreire
- Outlook for the Brazilian legal and economic environment.

“During turbulent economic times, such as the one we are going through at the mo-
ment, conflicting parties tend to favor faster solutions for their litigation cases throu-
gh arbitration, mediation or conciliation,” explains Fernando Eduardo Serec, CEO of
TozziniFreire Advogados.

According to Serec’s evaluation, complex financial contracts, infrastructure and construc-
tion contracts will be the key users of arbitration in the next year. “The process should
also gain even more space in corporate disputes and merger and acquisition cases.

THE TIME FOR
FINANCIAL
INSTRUMENTS
WITH INCENTIVES
AND FIDCSs

Regarding the intention to look
for resources in the capital
markets in 2016, respondents
said they will use instruments
with incentives, such as infras-
tructure debentures, Real Estate
(Certificados de Recebiveis Imo-
bilidrios - CRIs) or Agribusiness
Receivable Certificates (CRASs) as
well as Receivable-backed Funds
(Fundo de Investimento em Di-
reitos Creditorio — FIDICs).

For Alexei Bonamin, partner at
the Capital Markets practice of
TozziniFreire Advogados, this
indication given by companies
is a good sign for the economy.
“Companies are looking for ways
to recover their financial stamina
and get away from uncertainties.”
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KNOWING THE RULES
TO AVOID RISKS

Training on antitrust legislation is on the radar
for 70% of respondents, a number that is 74%
higher compared to the first edition of the study.
According to the evaluation of Marcelo Calliari,
partner at the Competition practice of Tozzini-
Freire Advogados, this growth is directly linked
to the perception that investigations by the Bra-
zilian Antitrust body (Conselho Administrativo de
Defesa Econdmica - Cade) will tend to be incre-
asingly rigorous in 2016, and that punishment
will be stricter and stricter.

"Training is crucial to guarantee the efficacy of
compliance programs. It is important that this
training includes all levels of the corporation,
starting from the highest levels of the company,
because each employee needs to understand
and know how to mitigate risks in each sector”,
Calliari completes.




THE COMPLEXITIES
OF THE LABOR
ENVIRONMENT

Understanding the environment
that regulates the Brazilian labor
market is a difficult task for 97%
of respondents. The complexity of
laws, insecurity regarding the sys-
tem and sudden changes in deci-
sions, among other items, were
some of the obstacles that were
emphasized.

“The research result reflects com-
panies’ concerns with the legal (in)
security created by decisions from
the Labor Courts, which abruptly
change understandings that have
been consolidated for a long time.
Of the several innovative theses,
none of them benefits companies,
which in the least suggests an exa-
ggerated protectionism,” indicates
Marcelo Pereira Gbmara and Mihoko
Sirley Kimura, partners at Tozzini-
Freire Advogados’ Labor practice.
The economic model’s sustainabi-
lity depends on the "“de-judiciali-
zation” of labor relations, with the
implementation of new methods for
conflict resolution and more weight
given to the agreed legal value,
both individually and collectively.
For this last aspect, André André
Fittipaldi, also a partner in the La-
bor practice, and Gomara empha-
size that “it is unacceptable that a
union should legally question the
validity of an agreement that this
same union negotiated and signed.”

MORE
HIGHLIGHTS

S55%

of respondents intend to
invest more in sustainable
environmental practices.

Issues connected to
technology transfer should

grow 5 7%

in 2016.

Over 6 D % of those

interviewed said they
will pay more attention
to themes connected to
intellectual property.
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To receive the full study “"TozziniFreire - Outlook for the

Brazilian legal and economic environment in 2016"”, please
contact ddnc@tozzinifreire.com.br.
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e Flavia Cristina M. de Campos
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