








Oil & Gas

By Johnar Olsen

NTSOK, the Norwegian Oil & Gas ® GDK - Bahia: Available ® Inace: Busy (Navy)
Association, has prepared a study about ¢ Sao Roque Paraguacu: Busy with P59 and © TWB: Busy (fishing ships)
the current capacity of the Brazilian P60 o Detroit: Busy (tugs)
shipyards and concluded that it will not ¢ UTC Bahia: Construction to be confirmed © Navship: Busy (supply vessels)
be possible to fulfill the local content * 0AS : Upgrade necessary  |tajai: Busy (gas tankers)
demand in a short to medium term. ¢ STX - Quissama: Construction to be con- © EISA: Busy (Transpetro fleet | and 11)
Based on Petrobras's strategic plan, new firmed ® Renave - Enavi: Investment required
shipyards under construction and the cur- * Sermetal area: Present proposal for © Maua: Busy (offshore platforms and

rent capacity of existing ones, Brazilian ship- Transpetro (I1). Shipyard requires special Transpetro fleet)
yards cannot handle the volume of orders attention and investment. © Brasfels: Busy (offshore platforms)
announced by Petrobras and other players. ® Superpesa: Available e Cassinu: Busy (supply vessels)

Three areas were evaluated: hulls, topside

modules and support vessels fabrication:

1.Shipyards able to build plat-
forms/big tanker hulls

Estaleiro Atlantico Sul: Under construction-
Busy with Transpetro fleet (I and Il and P55
Sermetal: Present proposal for Transpetro
(I1). Shipyard requires special attention
and investment.

Brasfels: P56, P57 (capacity available soon)
Rio Grande: Under construction, busy
with 8 FPSO hulls

EISA - Rio: Busy for the next 4 years
(Transpetro, PDVSA...)

S80 Roque Paraguagu: Busy with P59 and P60
Maua:Busy with Mexilhdo and Transpetro
fleet (I and 1)

Nuclep: Busy with P56 and the possibility to
build the third Brazilian nuclear power plant
Techint: Green land used in the past for
Jacket construction

Itajai: Busy with Transpetro fleet | and II.
Others: Jurong (construction to be con-
firmed); STX Quissama (construction to be
confirmed): Rio Nave (former Caneco -
requires special attention and investments;
and OAS (upgrade to be confirmed).

Considering the Transpetro (Petrobras

subsidiary) program, P55, P56, P57, P58, P59,
P60, P61, P62, P63, PDVSA orders and 28
new drilling rig hulls, it will no be feasible to
deliver all units before 2017.

2. Areas able to erect/build
modules for offshore platforms
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® Mac Laren: Available

* Renave - Enavi: Available

® Maua: Busy with Mexilhéo, Transpetro
fleet (I and I1) and upgrade of drilling rigs

* Keppel Fels - Rio: Available

e UTC - Rio: Busy with several "P" projects

* Nuclep: Busy with P56 and the possibility
to construct the third Brazilian nuclear
power plant

° Brasfells: Busy with P56, P57 (capacity
available soon)

* SRD: Available - Mainly for supply boats

* Angra Port: Available - Special attention
required

¢ Techint: Green land used in the past for
Jacket construction

* QOdebrecht - Paranagua: Green field, special
attention required

* Itajai: Busy with Transpetro fleet (I and 1)

® Rio Grande: Under construction and busy
with 8 FPSO hulls

* QUIP - Rio Grande: Busy with P57

® Galvdo Alusa: Construction to be confirmed

Considering only P55, P56, P57, P58, P59,
P60, P61, P62, P63, 8 Tupi FPSOs, and 28
new drilling rigs, the topside construction is
in better position than the hulls evaluation
and it may be feasible if the local equipment
sub-suppliers invest heavily to expand the
current capacity.

3.Shipyards able to build off-
shore support vessels

e STX Rio: Busy (supply vessels)

* Alianca: Busy (supply vessels)

* Wilson Sons (SP/RS): Busy (supply vessels)

* Sermetal: Special attention required
© SRD: Busy (supply vessels)
¢ Others: Rio Maguari - Superpesa -
Transnave - Sao Miguel and Estaleiro da
Bahia
The conclusion of this item is that the
industry can deliver in an optimistic forecast
between 15 and 20 support vessels a year (of
all kinds), considering the investment ann-
ounced by the shipyards. Brazilian industry is
unlikely to deliver the 146 supply vessels
(Petrobras investment plan) within less than
10 years.

Below you can read some con-

clusions of the INTSOK report:

* Petrobras's 28 new drilling rigs shall have
the flexibility to be built abroad, the local
industry cannot handle this volume with
in the next 10 years unless there are heavy
investments in extra new shipyards.

® The support vessel fabrication market is
still open to new players.

* Brazil will be one of the strongest offshore
and shipbuilding industries in the world in
a medium to long term.

* Brazilian sub-suppliers cannot handle
such volume of orders, therefore the flex-
ibility to deliver from abroad shall be con
sidered.

¢ Commissioning and integration will be the
bottom neck of this industry in 3 to 5 years.

® Finally and most important, the Norwegian
suppliers have a unique window of oppor-
tunity in Brazil at this moment to use their
extensive offshore and shipbuilding expe
rience/competence. [ ]



Swedcham News

SEO Marketing gives presentation on
“Uncovering Google Secrets”

SEO Marketing director Bernhard Schultze and
Swedcham Executive Secretary Jonas Lindstrém.

On May 21, SEO Marketing addressed
Swedcham members and guests with the
presentation “Uncovering Google Secrets"
With over 40 attendees, mostly marketing
professionals and business owners, the pre-

sentation covered both sponsored Links and
organic search results.

During two hours, Bernhard Schultze,
SEO Marketing director, grabbed the atten-
dees' attention providing a clear picture of
the main factors that influence Google
results. During the event, participants had
enough time to have their questions
answered by Schultze, a Google enthusiast
whose company provides Google consulting
services for over 100 fims, including the
Swedish-Brazilian Chamber of Commerce.
The presentation was divided in two parts.

Part 1 covered Google Adwords, Google's
sponsored link tool. Schultze explained how
Google positions ads, and which ads are eli-
gible to show up as the top 3 results on the
results page. Not well known by the vast
majority of advertisers, Google's quality
score rewards good ads and advertisers with
cheaper clicks and better positioning.
Schultze also pointed out the need of having
efficient Landing Pages, in order to drive

Chamber holds Annual
General Assembly

Swedcham's Annual General Assembly
took place at the Chamber on April 29. On
behalf of the auditors, Stefan Bengtsson and
Edelcio Nisiyama, the latter presented their
report. The books were said to be in good
order, and the auditors' report was approved.

Executive Secretary Jonas Lindstrém
then presented his report from 2008, which
met with the Board's approval. He also gave
his view of what lies ahead for the Chamber
this year.

The Assembly approved a proposal by the
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Board of Directors for a donation to Queen
Silvia's World Childhood Foundation. The
Board was given the authority to decide
when in time this donation should be done
most appropriately.

The composition of the Board of
Directors was approved. New ordinary mem-
bers are Sven Antonsson, CEO of Scania, and
Fatima Raimondi, CEO of Ericsson. The
Swedish Trade Council, represented by Trade
Commissioner Jacob Wedin, was elected as
honorary member. u

visitors toward the objective of a site - either
a sale or a contact form filled out.

Part 2 covered Google's organic (non-
paid) results, the 10 web pages featured in
the center of Google's results. Bernhard
emphasized the need to not only have a site
which is rich in content, but with a good
amount of links pointed at it.

The SEO Marketing event was such a suc-
cess that the Chamber is planning to offer a
short-term course to members in the second
half of this year. Further details will be post-
ed on our website at a later date. u

Swedcham
Board

Christer Manhusen Chairman
Donizete Santos Vice Chairman
Borje Jerner Vice Chairman
Sven Antonsson Board Member
Nils Bonde

Nils Grafstrém

Board Member
Board Member
Board Member
Treasurer

Board Member

Board Member

Peter Hultén

Stefan Lundqvist
Paulo Nigro

Therese Otterbeck
Renato Pacheco Neto Legal Director
Fatima Raimondi Board Member
Tommy Svensson Board Member

Board Member

First Honorary Member:

HM Queen Silvia

Honorary Members:

Ambassador Annika Markovic

Ronaldo Veirano

Consul-General Barry Bystedt

Swedish Trade Commissioner Jacob Wedin



May Networking
L uncheon a success

Swedcham held another one of its popu-
lar networking luncheons on May 26. Like in
April, the lunch took place at the interesting
Teatrix restaurant on Rua Peixoto Gomide.

Some 25 Chamber members and non-
members got together in what turned out to
be a real business luncheon, as many fruitful
contacts were made and business cards
swapped. m

IDS presentation on

Strategic Prospects

IDS (the Institute for Sustainable
Development) and Swedcham organized a
very interesting presentation on “Strategic
Prospects for Organizations" at the
Chamber's facilities on May 12.

The presentation was given by Anténio
Luis Aulicino, PhD and Master in Business
Administration (FEA-USP). Aulicino is one of
the owners of IDS, which was founded in
2005 with the objective of contributing to
the development of organizations, both pri-
vate and public, using the multidimensional
concept and contemplating the dimensions
of sustainable development. u

Workstations
available at Chamber

The Swedcham facilities, located in the
swanky Jardins area, include not only meet-
ing rooms and a social lounge but also sev-
eral workstations. The latter can also be

rented by members and non-members. There
are presently two available at special prices.
Interested parties are asked to please contact
Chamber Executive Secretary Jonas Lindstrom,
tel. 55 11 3066-2590 or
jonas@swedcham.com.br



Swedcham News

Former Finance Minister Mailson da Nébrega
(center) is flanked by Swedcham Chairman Christer
Manhusen (left) and Chamber Executive Secretary
Jonas Lindstrém.

Mailson da Ndbrega
addresses Chamber

Former Finance Minister Mailson da
Nobrega gave an exclusive and excellent pre-
sentation on Brazil's Economic and Political
Environment at Swedcham on August 29,
following the Chamber's Annual General
Assembly.

Nobrega, currently one of the most
respected speakers in Brazil and a partner of
Tendéncias Consultoria Integrada (an eco-
nomic and political consulting firm based on
Sao Paulo), began his presentation by stating
that "President Luiz Inécio Lula da Silva has a
strong commitment to democracy, he is a
pragmatic leader and has nothing to do with
the leftist leaders in Latin America."

The present Brazilian reality, he said, is
that the country has strong institutions,
lower external vulnerability, and a low polit-
ical risk (lower than China and Russia in the
long run), among other positive factors.

Brazil is safer from foreign shocks due to
its macroeconomic stability, floating
exchange rate regime, fiscal austerity, net
foreign creditor status, solid financial sys-
tem, highly diversified export industry and
investment grade.

The presentation was a big success,
attended by around 50 people, and followed
by an excellent cocktail party catered once
again by the highly competent Buffet
Cicareli. n
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Swedish Innovation
Day at FIESP

An event entitled Swedish Innovation
Day, with a conference on "Brazil and
Sweden, Partners in Technology"”, was held at
the Sdo Paulo State Federation of Industries
(FIESP) on June 2 in cooperation with the
Swedish Trade Council.

Saab World CEO Ake Svensson attended
the conference featuring Swedish-Brazilian
industrial cooperation today, future develop-
ment and future areas of cooperation. The
future areas of cooperation of particular
interest to Brazil involve advanced technolo-
gies, where Sweden has a lot to offer.

Besides Svensson, speakers at the confer-
ence included Swedish Ambassador Annika
Markovic; José Augusto Correa, Assistant
Director of FIESP's Department of
International Relations and Foreign Trade
(DEREX); Maria Plass, Swedish Member of
Parliament; Moyses Alberto Simantob,
Professor at the Getulio Vargas Foundation
(FGV) and co-founder of the Forum of
Innovation; Guilherme Pfisterer, Foreign
Trade Manager at the Brazilian Development
Bank (BNDES); Reginaldo Braga Arcuri,
President of the Brazilian Industrial
Development Agency (ABDI), Mikael
Hoglund, Executive Vice President of Saab
Security; Lourenco Pinto Coelho, Vice-
President of Marketing and Support at
Ericsson; Jonas Lindqvist, Co-owner and
Head of Business Development, Marketing
and Sales at SCISS; Bjorn Soéderberg, Sales
and Market Director of Kiwok Nordica AB;
and Marten Hellberg, CEO of OrganoClick. m

(Left to right), Bjrn Séderberg, Jonas Lindstrém and
Marten Hellberg.

New Members

Swedcham wishes to welcome
the following new members:

Corporate:
Arvato Print
Activity: Printing services.

Entre Vistas Comunicacdo & Marketing
Activity: marketing & communication agency.

Escola Cidade Jardim/Play Pen
Activity: bilingual school (kindergarten to
9th grade).

ITT Water & Wastewater Brasil

Activity: the world's leading manufacturer
and supplier of submersible pumps, mixers
and fluid handling technology.

Kinnarps
Activity: Family driven Swedish company
that offers workspace interior solutions.

Klein & Partners
Activity: fine arts market, strategic business
consulting and integrated communication.

Meeting Assessoria Empresarial
Activity: Manufacturing of Platoo (cocktail
trays).

Séo Paulo Convention Center

Activity: The Bureau's main objective is to
promote the city as a tourism destination
and, especially, as a host for Brazilian and
international events of all types (culture,
sports, business, fairs, congresses, conven-
tions, etc.).

Max 2 Marketing e Promogao Ltda.
Activity: Specialized in communication solu-
tions such as e-mail marketing, mobile mar-
keting "SMS and Bluetooth” and market
trend research.

Individual:

Anders Norinder

Fabiano Indena

Marco da Silva Carrilho Rosa

Individual Overseas:
Robert Lindblom



Brazilian Chamber News

Mini-Seminar at Torngren Magnell

More than 30 people participated in the
Brazilian Chamber of Commerce's Mini-
Seminar held at its member Torgren
Magnell's offices in Stockholm in April. The
Chamber has started networking meetings in
combination with a Mini-Seminar where dif-
ferent companies and organizations can
make a short presentation. The next event is
planned for the end of September.

The Chamber in Stockholm has recently
witnessed a broad range of activities in
Swedish-Brazilian relations.

The law firm Térngren Magnell opened a

Westber offers

Stockholm-based Westberi Fund Distribu-
tors acts as the sole promoter of the QUADRIS
Environmental Fund in Scandinavia. Tomas
Couch, a partner in Westberi, recently said at
the Chamber event held at the offices of
Térngren Magnell that “there is nothing
quite like the QUADRIS Environmental Fund,
its success is inextricably linked to the ethi-
cal and socially responsible approach taken
by Brazil's Floresteca Agroflorestal Ltda. in its

Tomas Couch, Hugo Oljemark, and David Nash.

Brazil Desk and an office in Sdo Paulo, where
it held two seminars followed by a cocktail
party at Swedcham on May 13 (see related
story on page 20). Prior to that, there was a
seminar on May 12 at Volvo in Curitiba that
was followed by a much appreciated chur-
rasco. "Sweden is world leader in the devel-
opment of clean technologies relating to
environmental preservation. Combined with
the fact that Brazil is one of the world's most
important countries for environmental
preservation, and that Brazil is highly ranked
among Swedish companies for foreign

management of the Mato Grosso teak plan-
tations."

In 2001, the QUADRIS Environmental
Investments Ltd., a niche market leader in
socially responsible investmenst, launched
the QUADRIS Environmental Fund which
derives its value from Floresteca's activities
and offers positively green investment
opportunities for the socially aware green
investor. The Fund is currently worth € 87
million and provides a transparent invest-
ment to achieve low-risk, well-performing
returns in a sustainable, socially responsible
and environmentally sound way. Investors
with a social conscience are drawn to the
Fund in the knowledge that QUADRIS
Environmental Investments continually mon-
itors Floresteca's plantation operations to
ensure compliance with the strict ethical,
social and ecological principles that QUADRIS
applies to all its investment projects.

The forestry industry in Brazil is one of

(Left to right) Sten Hedbéack, Sharif Pakzad,
Ana Cecilia Murphy and Peter Térngren.

investment, this creates a very positive envi-
ronment for further Swedish investments in
Brazil in this area”, said Sten Hedbéack, a part-
ner of the Swedish law firm.

In addition, the import company Tilab is
actively searching for Brazilian products to
import in the food sector. A Swedish invest-
ment company has started to market invest-
ments in ecological teak farming in Brazil. A
Brazilian/Argentine fashion company has
asked the Chamber to investigate the possi-
bilities of establishing their brand in Sweden.
Brazilian municipalities in Bahia have con-
tacted the Chamber to check out the possi-
bilities of finding business partners in
Sweden and the Chamber is planning to start
courses on how to handle Swedish VAT
(Moms) for local small Brazilian companies.

Brazilian Chamber Director and Swedcham
Representative in Stockholm Hugo Oljemark
was recently on a consulting assignment in
Angola and in connection with his trip he
investigated the possibility of having a
Chamber link with that country. An increasing
part of Angola's imports and foreign invest-
ments are coming from Brazil and there is a
general interest to find openings and new
channels to do more business in Angola. M

ecological investments In Brazil

the largest and most well established in the
world, employing 6.5 million people and
accounting for 4.5% of the nation's GDP. In
1994, Floresteca laid the foundations for
what is now the world's largest commercial
teak plantation operation located to the
west of Brazil in the states of Mato Grosso
and Para. Floresteca's plantations, recently
valued in excess of € 227 million, cover a
geographic land mass comparable to twice
the size of metropolitan Paris and are
accessed via a 300-km network of roads.
Since launching operations, Floresteca
has been recognized as an industry leader by
both the forestry sector and an ever-grow-
ing group of socially-aware investors. In
addition to having been certified by the
Forest Stewardship Council in recognition of
its commitment to ecological, technical and
organizational principles, Floresteca is also
seen as a socially proactive employer in the
care of its forestry workforce. |




Human & Business Excellence

What Is the role of HR
N times of crisis?

henever we have a crisis on

the market, whether for global

or local reasons, lay-offs are
unavoidable in most cases. Crisis after crisis,
throughout the last few decades, in almost
every company the Human Resources
department has emerged as the operating
agent of these lay-offs. That is, it is up to HR
to deal with the unpleasant part of the rela-
tionship between a company and its employ-
ees - the latter's dismissal. It is up to HR to
obey the norms laid down by headquarters,
or the President, CEO or Financial Director
requiring a linear cutback in payroll expendi-
tures or the number of employees.

In these difficult times, managers direct-
ly responsible for these employees, and who
hired them with much enthusiasm, simply
disappear. The current picture clearly shows
that managers to a large extent continue
unprepared to deal with human matters in a
professional milieu. This occurs because they
either have an inadequate academic forma-
tion for the role managers need to and must
execute in current times, or because there is
a lack of continuous complementary forma-
tion professionals should receive at compa-
nies from the moment they are hired and
throughout their careers.

People talk so much about the strategic
importance of HR departments that it is hard
to believe that at each crisis we witness a
simply bureaucratic operationalization that
constantly repeats itself. Far from us having
organizations adjusted to being "knowledge
learning and teaching companies”, the
Human Capital of organizations continues
unprepared to act in an adjusted manner in
line with the respective oscillations and
changes of markets. One has the impression
that there a misalignment between the busi-
ness model and its strategy associated with
the part of the processes that directly

involve people within organizations. Much
more than a psychological bias, HR depart-
ments need to inject a strong dosage of ped-
agogical knowledge in the organization's
development. Whoever is responsible for
handling people within companies needs to
have sufficient knowledge of a corporate
pedagogy that allows them to disseminate
and develop within the organization the
knowledge and competences required by
business processes. This is true in times of
crisis or not.

It is always time, and more than ever, to
invest in the Human Capital of our organiza-
tion. After all, does it make a difference in the
world of heated competition in which we live
or is it just a marketing ploy that is being
used? Itis time to seek new ideas, to take first
steps, to tread new paths. And for this we
need our organization to be prepared to
evolve even in a year of constant uncertain-
ties, with market oscillations and rising com-
petition. Counting on people and tools that
allow one to face the future is essential. One
needs a commitment with the innovation of
open cooperation, and consequently with an
open style of leadership. In order to make our
company special it is necessary that its per-
formance be unforgettable, and for that we

need our human resources to be prepared.

But, after all, what is the relevant role of
HR whether in times of crisis or not? It cer-
tainly shouldn't be to hire or lay off people.
Each organization depending on its culture
tries to find an ideal role that helps the issue
of human capital management. With no
defined recipe here, one is left with the fol-
lowing question: what is the contribution
that your company's HR department gives in
the Value Chain of your client? How close or
far is the department from being ready to
change the saying "one must take pride in
one's company" to something more suitable
to our times such as "one needs to take pride
in one's clients"?.

When we work on the client's focus, our
performance goes in the direction that rela-
tions are based on collaboration. By placing
ourselves in the field of business vision of a
client, we are able to surprise him/her with
innovative solutions that he/she needs but is
somehow unable to communicate. The world
has changed and competition is on the rise.
The great challenge of all companies is to
provoke changes and do better than their
competitors. The client is a human being or a
company that has the power to decree the
success or failure of your business. In this
mission all areas of the company must be
interested parties and all collaborators, with-
out exception, must dedicate themselves to
the process of continuous innovation in the
client's focus. Who knows, this could be a
more strategic task for HR departments than
simply laying off people in times of crisis.
What is your opinion on this? [ ]

*Dieter Kelber is the executive director of the
Advanced Institute of Intellectual
Development (INSADI) and Coordinator of
Swedcham's Human Capital Committee.
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2009: crisis and opportunities

Renato Pacheco Neto, Legal
Director of Swedcham and
Coordinator of the Legal &
Business Committee, Marcus
Freitas, and Chamber Executive
Secretary Jonas Lindstrém.
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By Marcus V. Freitas*

razil will go through a difficult period in 2009
and 2010, with very low growth rates. Despite the
efforts of those trying to diminish the impact of
the financial crisis, it will certainly affect several
companies and their growth projects, which will
necessarily need to be postponed or even terminated.

We see a Darwinian impact on companies, eliminating
a large number of those that are uncompetitive. The
secret, therefore, lies in preparing oneself with the neces-
sary management and legal tools to survive a turbulent,
difficult period. The word in order is retooling!

How will Brazil be affected? Basically in three ways: a)
a reduction in our international commodity trading, since
China, our largest buyer, has reduced its purchases due to
lower consumption in the largest world markets; b) a
credit crunch for banks that used international resources,
which were available at lower rates and no longer are; and
¢) a major repatriation of funds from Brazilian subsidiaries
to headquarters.

Thus, companies need to prepare themselves better,
particularly to improve their human resources, tax and
foreign trade departments. This is a good time to get rid
of old, yet unresolved problems and habits.

With regard to human resources, the high cost of dis-
missals may become too onerous with a direct impact on
profitability. The negotiation to reduce the number of
employees needs to be
carefully analyzed and
dealt with in a transparent
manner, particularly con-
sidering that a labor rela-
tionship is difficult to
terminate and courts tend
to be biased for employ-
ees. However, currently
there is a negotiation spir-
it in the labor force, and
this could be favorable to
a fairer negotiation
between both sides.

In the fiscal arena, the
government has proposed

Marcus V. Freitas

The presentation given by Marcus Freitas attracted a large crowd.

a few benefits, either at the city, state or federal level,
which may sometimes be overlooked. We have seen a few
strategies applied that can reduce exposure when it comes
to taxes, with a direct impact on the company bottom line.
Such strategies necessarily require a review of the balance
sheet and its tax status over the last three years in order
to benefit from some available tax credits.

With regard to foreign trade, the opportunities are
even greater. As China becomes the greatest world pro-
ducer of manufactured goods, it is essential to bring
Chinese products into Brazil at the lowest or most prefer-
able taxation. Companies that have outsourced produc-
tion abroad now need to pressure the federal government
to reduce tariffs in order to avoid a typical crisis trend,
which is the return to protectionism. If no efforts are
made by the industry to reduce import taxes, a major pro-
duction and distribution crunch may result particularly for
those companies that have outsourced production to Asia.

We also foresee a growth in the need for the interna-
tional collection of outstanding bills. The rate of default has
greatly increased, and the collection of such payments truly
is a challenge. Here is where a well written agreement con-
taining an arbitration clause may save a lot of headaches.
Otherwise, the use of other mechanisms may not be as
expeditious as expected to recover the amount owed.



Mergers and acquisitions will also neces-
sarily result from the crisis with a much fair-
er market value. The abundance of wealth of
previous years led to deals that were not real-
istic, with pricing for several assets way over-
priced. This is the time - if you have money in
the bank - to make a few acquisitions and
buy while there are companies for sale. As
they teach in business school, it is time to buy
low and sell high. A quick, yet deep due dili-
gence should support a good deal.

| believe crises are good for companies
and people. It is not time to despair either at
the corporate or personal level. A few years
ago, | read this quote extracted from the
Wall Street Journal:

“If you sometimes get discouraged,
consider this fellow. He dropped out of
grade school. Ran a country store. Went
broke. Took 15 years to pay off his bills.
Took a wife. Unhappy marriage. Ran for

House. Lost twice. Ran for Senate. Lost
twice. Delivered speech that became a
classic. Audience indifferent. Attacked
daily by the press and despised by half
the country. Despite all this, imagine how
many people all over the world have been
inspired by this awkward, rumpled,
brooding man who signed his name sim-
ply: A. Lincoln."

Brazil is a great country with a multitude
of opportunities for investment. It is rising to
become an even more important player on
the world stage. It is greater than the crisis.

| truly believe that crises make us rethink
about cost structure and more deeply ana-
lyze the benefits that we have not used for
a lack of greater concern. Crises come and
go, but the future is always bright.
Hopefully, at the end of this crisis, Brazil will
be in a much better shape. Hopefully, we all
will be in better shape. [ |

*Marcus V. Freitas, international partner of
the law firm Cerqueira Leite Advogados
Associados, gave this presentation on Brazil's
political and economic environment in 2009
for Swedcham's Legal & Business Committee
at the Chamber's premises on March 27.
Freitas is a Professor of Law and International

Relations at the Fundagdo Armando Alvares
Penteado (FAAP) in Sio Paulo. A Law
Graduate from the University of Séo Paulo

(USP), he has a Master's Degree in Law from
Cornell University and Economics and
International Relations from the School of
Advanced International Studies (SAIS) at
Johns Hopkins University.




Profit sharing plan for managers and
staff of Nordic companies in Brazil

ollowing Nordic tradition, Sweden
has always kept an eye open to
render a fair distribution of
income within its society. That
goes also along with Swedish policy to
assure a good level of remuneration for its
people, regardless of their social level, thus
assuring a better socio-economic model. It is
known worldwide that social differences in
Sweden are much smaller than in other cap-
italist nations. Swedish companies have thus
also the chance to assign part of their sub-
sidiary profits to their employees in Brazil.
With a view to converging the interests
of both the companies and the workers, a
new means of remuneration has been creat-
ed so as to “reward" the worker based on the
success of his work, be it the profit earned by
the company or the goals achieved. This ben-
efit is referred to as Income andfor Profit
Sharing Plan [Participagdo nos Lucros e/ ou
Resultados - PLR].
The PLR is provided in article 7, item XI, of
the 1988 Constitution. Such mechanism
which generates an increase in the final pro-

Cristiane Delfini Cera

By Cristiane Delfini Cera* and Renato Pacheco Neto**

duction of the employee had been provided
in the former Constitution of 1946, but it
was not applied. With the advent of the
1988 Constitution, the use of such mecha-
nism began, although a specific regulation
thereon was enacted in 2000 only (Law No.
10,101). Such law was introduced in the
Brazilian legal system as the result of vari-
ous provisional acts [medidas provisorias|
which had practically the same content sub-
sequently given to Law No. 10,101. The first
was Provisional Act (MP) No. 194 of 1994,
followed by 13 re-submissions.

Income and/or Profit Sharing Plans
afford companies a means to adapt them-
selves to the fluctuations of the economy: if
the economic times are good, the compa-
nies' income (or profit) is better and enables
the payment of the PLR. By applying this
model, Swedish companies established in
Brazil will therefore be able to grant better
working conditions for their employees.

Pursuant to law, the PLR may represent a
tax reduction, mainly as regards the Social
Contribution on Net Profits (CSLL) and the
Income Tax (IR) when the companies have
registered with a tax calculation method
based on actual profit (art.3, paragraph 2, of
Law No. 10,101/2000).

The main innovation of the law which
created income and/or profit sharing plans,
undoubtedly, is the dissociation of the
income or profit sharing from the worker's
regular remuneration. Accordingly, all which
is paid to the worker by way of income or
profit sharing does not qualify as salary or is
included therein, so it is not subject to other
charges such as social security contribu-
tions, severance pay fund deposits (FGTS), or
the proportional payments such as vacation
pay and Christmas bonus.

The main advantages for Nordic groups
in adopting the Income andfor Profit
Sharing Plan for their business in Brazil
include:

® Exemption from social security charges,

Renato Pacheco Neto

such as the exemption from any labor
charges on the PRL amount (an interpreta-
tion upheld by the Federal Court for the 1st
Circuit - interlocutory appeal No.
2009.01.00.003064-4/MG);

® The payment is due only to employees
who have reached individual and team tar-
gets;

® Reduction of costs and expenses in the
implementation of the PLR, as the employees
participate in the production increase,
reaching targets and earning profits;

® Greater commitment on the part of the
employees towards the company;

® Possibility of having variable expendi-
tures with the payroll, so in times of smaller
profit or production, the costs would be
reduced as well;

® Companies having high-level positions
occupied by executives usually offer benefits,
premiums or bonuses, but they do not pay
due regard to the salary character of such
payments and their respective labor, tax and
social security charges, which may imply
administrative and legal liabilities in the
future;

® The formulas and indexes to calculate
the targets reached under the PRL
Agreement may or may not be stipulated
based on the fixed salary for such position,
instead of the executive, so that solely the
latter, or the human resources department,
will have access to the information concern-
ing the amount paid under the PRL program.

Nordic companies should, however, also
be aware of the disadvantages in adopting
the Income and/or Profit Sharing Plan, which
include:

e |f the Law is not strictly observed upon
implementation of the PLR, the benefit may
be considered, in court, as having a salary
character and, as such, all labor and tax
charges thereon would be due;

e |f the plan does not establish clear tar-
gets and variable payments according to the
fulfillment of objectives and the employee's



position, the Social Security authorities may
consider such benefits as extra salary pay-
ments, which may give rise to the imposi-
tion of penalties;

® The working hours may be increased,
and this may cause additional stress on the
employees.

The incentive to be set up by Nordic
groups to productivity is one of the most
highlighted objectives in PRL implementa-
tion. In addition to productivity, the increase
in competitiveness and profitability is also
pointed out. As the employee will partici-
pate in the sharing of the final earnings, he
will endeavor to contribute so that the com-
pany may also increase such earnings. The
employee thus motivated will be more ded-
icated, productive and proactive. This will
occur because there will be formed a link
between the company's good performance
and the employee's good performance. They
will envisage one and the same purpose
which will benefit both. This follows the
Swedish mentality and vision, as to allow
fair compensation to all people involved in
the economic production process.

The procedure to be adopted for the
implementation of the Income and/or Profit
Sharing is provided in article 2 of Law No.
10,101, to wit: “it will be subject to negoti-
ation through a commission, collective
agreements between trade and labor unions
and between employers and unions" Such
instrument must be chosen by the parties
of common accord. In all of them, the par-
ticipation of the labor union is mandatory.
The PLR is considered valid only if the
instrument executed is filed with the perti-
nent labor union office.

Nowadays, companies may choose
between three types of negotiation, namely:

a) Direct negotiation between the com-
pany and its employees: similar to the pre-
vious one, but including a wunion
representative who is also an employee of
the company and who works at the head-
quarters thereof. This negotiation results in
a collective agreement [acordo coletivo).

b) Direct negotiation between the com-
pany and the labor union: the employees
are represented by the union, instead of the
commission of representatives. This negoti-
ation results in a collective agreement
[acordo coletivo).

¢) Indirect negotiation between the
trade union and the labor union: the PRL is
negotiated for the entire industry, instead

of for only one company. The result of such
negotiation is a collective convention [con-
vencdo coletival.

In order to evaluate the strategic advan-
tages of the PLR for the employer, Nordic
companies should establish a relationship
between the strategies of remuneration
according to productivity and its effects on
the organization of their Brazilian business.
Thus, it is important to find in the produc-
tivity itself the more commonly used assess-
ment indicators such as profitability, sales
volume, level of fulfillment of orders, pro-
ductivity and cost reduction. u

* Cristiane Delfini Cera graduated both from
the Law School of UNIP and from the Business
School of FMU. She is the Manager of the
Labor and Social practice team at the SGo
Paulo Offices of the independent law firm of
Fraga, Bekierman e Pacheco Neto -
Advogados, with international alliances.

** Renato Pacheco Neto, LL.M., is an alumnus
of Harvard Law School's Leadership Program
in Cambridge, MA. He holds Post-Graduate
Management Diplomas from
Handelshdgskolan (Stockholm School of
Economics) and Kauppakorkeakoulu (Helsinki
School of Economics). He is Board Member of
Swedcham, its Legal Director as well as Ethics
Board Member of EuroCamaras. He is
Managing Partner of Fraga, Bekierman e
Pacheco Neto - Advogados.

..Branemark

Continued from page 18

“Mamma Mia" charity evening

This year, another International Con-
gress, entitled "Osseointegration - 20 years
of the Brazilian Experience”, will be held at
Anhembi, from September 3 to 5.
Vasconcelos stressed that the event will
include a special Swedish-Brazilian charity
evening called "Mamma Mia" due to the
success of the film and theater play written
by members of Sweden's famous ABBA
group.

Proceeds from the evening, which will
feature ABBA hits performed by the band
Reveillon and a delicious cocktail party, will
go to the Associacdo Alianca de
Misericordia, which assists street dwellers
and in which Vasconcelos actively partici-
pates. In its 9 years of existence, the institu-
tion has taken more than 2,000 people off
the streets and helps some 300 homeless
people daily (for more information check
out the website www.misericordia.com.br).

The "Mamma Mia" evening will be held
on September 3 from 8:30 p.m. to 12:30
a.m. at Clube Espéria, 500 meters from the
Anhembi Convention Palace where the
Congress will be held. As in 2005, the presi-
dent of the Congress will be Vasconcelos

For more information about the
Branemark Osseointegration Center in Séo
Paulo, click on www.branemark.com.br ~ m
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..Power industry

Continued from page 31

plants. In the auctions carried out in 2004
and 2005, the prices ended up being below
half the marginal cost of expansion of the
electric power grid. Despite the fact that the
surplus energy supply at the time of such
auctions had a significant impact on their
profit, the main factor that reduced the
prices was the government's determination
to attain moderate tariffs, achieved through
a strategy of offering low-priced energy by
the federal generators at the auction.

The government's strategy for the next
auctions of power generation of existing
plants is still not known. It is up to the
Ministry of Mines and Energy to determine
the maximum price at these auctions, which,
according to Decree Law 5.163/04, shall be
lower than the average value obtained at the
auctions of power generation from existing
plants carried out in year A-5, whose supply
start-up date coincides with that of the auc-
tion of power generation of existing plants. In
the case of the auctions of power generation
of existing plants to be held in 2011 and 2012,
the average value is close to R$ 130/MWh.
Although this value is far above the average
prices obtained in the past auctions, there is
no guarantee that the government will not
make use of the power generation from exist-
ing plants once again, as a means to avoid
increases in the electric utility tariffs.

Another factor that has stimulated the
sale of power from existing plants on the
free market is the end of the concessions of
several hydroelectric power plants in 2015.
Some of the generators in this category, no
longer tied to any agreements when the
agreements executed in the 2004 and 2005
auctions cease to exist, prefer to sell on the
free market before this happens, instead of
waiting for the time of expiry of the exist-
ing agreements. In an attempt to solve
both these problems, the government has
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been discussing the possibility of obliging
such companies to sell 70% of the power to
the fixed market and 30% on the free mar-
ket at the time of the renewal of the con-
cessions. This is yet to happen.

The current situation may be less serious
if the demand for electric energy does not
grow as much as is expected. According to
new projections from the Energy Projection
Company - EPE, the growth rate in electric
energy consumption should drop 1 percent-
age point as a result of the global economic
crisis. If this in fact happens, we may foresee
a drop in the expected demand of around
2.4 GW on average, through 2012.

If the government fails to come up with
a solution to this problem in 2009, the dis-
tributors will have to obtain energy not tied
to any agreement on the short-term market,
and power plants will have to be activated,
meaning that the impact from the short-
comings in the current model requlating the
power sector in Brazil may lead to significant
increases in the utility tariffs.

We do not defend granting environmen-
tal permits for power plants in an indis-
criminate manner; what we are saying is
that it makes no sense to be extremely strict
when it comes to hydroelectric power
plants and much more lenient in the case of
oil-fired thermal plants. If you look at the
results from the auctions of electric energy,
it is easy to see that oil-fired thermal plants
have an increasingly higher share in the
Brazilian energy mix. Apart from this being
a giant step backward from an environmen-
tal point of view, we are also putting the
consumers of electric energy at risk of a vir-
tual explosion in the utility tariffs, should
such thermal plants go into operation.

In the current moment of economic crisis,
it is crucial that the government stimulates
investments in infrastructure and energy.
Such investments do not represent con-
sumption; they generate jobs and prepare the
country for a new growth cycle. Thus, it is not
acceptable that, in this current moment of
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crisis, the government is not capable of get-
ting rid of obstacles to these necessary invest-
ments, such as the environmental permits
granted to the hydroelectric power plants.

With the crisis, the alternative energy
projects will be faced with new, significant
challenges due to the scarce credit and fall
in the prices of oil and natural gas in 2009.
Stocks of the alternative energy companies
have fallen more than the rest of the market
since the onset of the crisis on the US stock
exchange. It is feared that if the oil and nat-
ural gas prices continue their downward
trend, the incentive for consumers to buy
alternative energy, which will increase in
price, will diminish. This happened in the
1980s with the oil crisis and the price of the
barrel reached the same price as that during
the first crisis. Global financing of wind
energy, solar energy, biofuels and other
forms of alternative energy dropped to US$
17.8 billion in the third quarter of 2008, in
comparison with US$ 23.3 billion in the sec-
ond quarter in the US alone. In Brazil,
ethanol is still better equipped to tackle this
crisis scenario. Brazilian ethanol competes
with the barrel of oil at US$ 40, and faces a
great challenge in terms of consolidating
itself as a global commodity.

Today, Brazil is one of the strongest
countries in the world in terms of the power
industry. We have electric power based on
huge water resources, we are big producers
of ethanol and the country's specific charac-
teristics make it the likely candidate to
become the most important producer of
biofuels in the world. And finally, now with
the pre-salt discovery, we will be able to
hold a strategic position on the oil and nat-
ural gas market. Ultimately, what we are
lacking are consistent public policies that
will provide the correct economic signals for
investors as well as for consumers.

* Directors of CBIE - the Brazilian
Institute of Infrastructure
Article translated by Maria Ulsig
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