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In brief

The Brazilian tax authorities (RFB) on May 5, 2016, issued Normative Instruction (NI) No. 1,634/2016.
This NI overhauls the guidance with respect to information reporting in the Brazilian Corporate
Taxpayers Registry (CNPJ).

Among other changes, the NI requires the disclosure of information with respect to ‘ultimate beneficial
owners.” Such owners include individuals and certain entities that, directly or indirectly, hold, control, or
‘significantly influence’ an entity, as well as individuals and certain entities on whose behalf a transaction
is undertaken.

The information must be disclosed upon enrollment in the CNPJ, or upon request from the tax
authorities, depending on the investor's profile — for example, a trust must disclose upon enrollment but
a pension fund must disclose upon request — and whether the investor has ‘significant influence’ over the
Brazilian entity.

Under the NI, ‘significant influence’ is deemed to exist when the individual or other investor, directly or
indirectly, holds 20% or more of the entity’s stock or has exercised or exercises ‘preponderance’ — that is,
power over decisions, or to elect the majority of the entity’s executives — despite not controlling the
entity.

Entities required to disclose ultimate beneficial owners upon request from the Brazilian tax authorities
include:

o foreign pension funds that are regulated and supervised in their home country
e sovereign wealth funds (SWFs) or bodies related to SWFs

The disclosure requirements take effect January 1, 2017. Investors already registered with the CNPJ must
provide the ultimate beneficial owners’ information by December 31, 2018, or earlier if an event occurs
that warrants an update of the existing CNPJ registration.

Some issues remain unclear due to the recent nature of this guidance.
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The takeaway

Taxpayers should review existing structures to determine whether an ultimate beneficiary disclosure will be required by
December 31, 2018, or earlier.
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