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Brazil uses tax losses to
encourage companies to
settle disputed tax liabilities
while also introducing new
disclosure requirement
A new settlement program will allow companies in tax disputes with the Brazilian
Government to use otherwise unavailable tax losses to partially offset their disputed
tax liabilities. In contrast, a new disclosure requirement could subject companies to
severe penalties.

• Copy into your web
browser:

In Provisional Measure 685 (MP 685), issued 22 July 2015, the Brazilian
Government announced a new settlement program (PRORELIT, in Portuguese)
under which companies may use tax losses to partially offset disputed tax liabilities.
The Government also announced that companies must disclose information on
certain tax-planning structures.
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PRORELIT will permit many companies to use otherwise unavailable tax losses to
partially offset disputed tax liabilities, while the new disclosure requirement will
require taxpayers to file an annual return, known as a Tax Planning Declaration
(DPLAT, in Portuguese), for their structures.

Background
Currently, Brazil allows companies to offset only 30% of their taxable income with tax
losses. As a result, it may take companies a very long time to use their tax losses.
To increase tax revenues that have plummeted since the economic downturn, the
Brazilian Government via MP 685 will use tax losses as incentives for companies
to settle disputed tax liabilities in outstanding Administrative or Judicial litigation

cases, particularly for companies
with large outstanding liabilities.
While currently in force, MP 685 will
expire if Congress does not approve
it within the next 120 days.

debt in cash. Finally, taxpayers
must relinquish unconditionally any
administrative or judicial claims
related to the outstanding tax
liabilities.

PRORELIT

Companies have until 30
September 2015, to make the
election. Tax authorities, in turn,
plan to issue detailed regulations on
the procedures.

Under PRORELIT, companies may
elect to use tax losses generated
through 31 December 2013 and
declared by 30 June 2015, to
offset Federal tax liabilities that are
currently under discussion before
the tax authorities or the judiciary.
Companies may also utilize tax
losses generated by controlled
companies, parent companies, or
brother-sister corporations, as
long as the entities are directly or
indirectly under the same control.
In determining the amount of tax
liability to be offset, the full 34%
corporate tax rate applies (for
financial institutions, the rate will be
45%).
To qualify for the settlement
program, companies must pay at
least 43% of their outstanding tax

New disclosure requirement
The new disclosure requirement
requires corporate taxpayers to file
a DPLAT for certain tax-planning
structures, including any structure
that avoids, reduces or postpones
taxes. Taxpayers may also disclose
planning structures that have not
been implemented, which would
have the same effect as a regular
tax consultation.
Taxpayers that properly disclose
will be liable only for interest, not
penalties, if the tax authorities
subsequently determine that a

particular structure lacks economic
substance or a valid business
purpose. Conversely, undisclosed
structures will be deemed abusive
and fraudulent, subjecting
companies to penalties of up to
150% of the overdue taxes.
According to the head of the
Brazilian revenue services (RFB),
the new disclosure requirement will
improve the relationship between
tax authorities and taxpayers,
reducing the potential for litigation.
The requirement also aligns with
the Organisation for Economic
Co-operation and Development’s
guidelines on Base Erosion and
Profit Shifting.
For planning structures
implemented in 2014, the first
DPLAT is due by 30 September
2015. RFB will issue further
regulations on filing DPLATs at a
later date.

For additional information with respect to this Alert, please contact the following:

2

Ernst & Young Serviços Tributários S.S., São Paulo
• Eneas Moreira
+55 11 2573 3117
• Tatiana Ponte
+55 11 2573 3288
• Gil F Mendes
+55 11 2573 3466
• Frederico H God
+55 11 2573 3232

eneas.moreira@br.ey.com
tatiana.ponte@br.ey.com
gil.f.mendes@br.ey.com
frederico.h.god@br.ey.com

Ernst & Young Asesores S.C.R.L, Lima
• Andres Valle
+55 11 2573 5032

andresm.valle@pe.ey.com

Global Tax Alert Americas Tax Center

EY | Assurance | Tax | Transactions | Advisory
About EY
EY is a global leader in assurance, tax, transaction and advisory
services. The insights and quality services we deliver help build trust and
confidence in the capital markets and in economies the world over. We
develop outstanding leaders who team to deliver on our promises to all
of our stakeholders. In so doing, we play a critical role in building a better
working world for our people, for our clients and for our communities.
EY refers to the global organization, and may refer to one or more, of
the member firms of Ernst & Young Global Limited, each of which is a
separate legal entity. Ernst & Young Global Limited, a UK company limited
by guarantee, does not provide services to clients. For more information
about our organization, please visit ey.com.
Americas Tax Center
© 2015 EYGM Limited.
All Rights Reserved.

EYG No. CM5636

This material has been prepared for general informational purposes only and is not intended to
be relied upon as accounting, tax, or other professional advice. Please refer to your advisors for
specific advice.

ey.com

