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Brazil:  Federal court exempts stock 
option transactions from social 
security contributions 
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In brief 

Recently, a Brazilian court that judges federal contributions and tax issues concluded that a local 

company is not obligated to collect social security contributions on stock option transactions.  The court 

at issue was the Tribunal Regional Federal (TRF) - da 3a. Região and it was the first time that this subject 

was discussed in that court.  Although not definitive or binding on all taxpayers, the decision may 

indicate a new trend with respect to future judicial decisions. 

 

 

In detail 

Background 

The decision involves the 
specific stock option plan of a 
multinational construction and 
development group.  Under the 
company’s plan, the employees 
buy company shares abroad 
through a payroll deduction and 
receive additional matching and 
performance shares if certain 
conditions are met.  

The Brazilian company 
presented to the TRF court a 
preventive measure to avoid the 
payment of social security 
contributions on transactions 
related to the foreign stock 
option plan and the court 
accepted such request.  
The stock option plan was 
optional for employees and did 
not correspond to compensation 
for work performed and thus, 

the TRF court concluded that it 
could not be subject to social 
security contributions.  
According to the court, although 
stock option plans usually arise 
from an employment 
relationship, the patrimonial 
increase resulting from the 
related transaction refers to a 
commercial contract. 

The court also noted that stock 
option transaction is subject to 
market fluctuation.  This is 
evidenced by the fact that in the 
presented scenario, the 
employee could have been 
harmed with a possible 
devaluation of the shares.  

The takeaway 

This decision is important 
because administrative 
authorities have generally 
concluded that social security 

contributions are due on stock 
option transactions.  Although 
such decision is not definitive 
and/or binding for all taxpayers, 
it may indicate a new tendency 
by Brazilian courts in the 
judicial arena to rule similarly in 
the future.   

As a result, global mobility 
managers should review and 
quantify the current cost 
associated with remitting 
Brazilian social security 
contributions on stock option 
transactions.   They should also 
monitor future decisions on this 
issue and consider whether this 
cost may be reduced. 
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Let’s talk   

For a deeper discussion of how these issues might affect your business, please contact the following representatives from 

PwC Brazil: 
 

International Assignment Services 

Debora Bigio 

+55 11 3674 3588 

debora.bigio@br.pwc.com 
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+55 19 3794 5443 
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