BRAZILIAN DISTRIBUTION EVENTS – SUMMARY
MDPUG/CITI QUESTION:
The main question is how to identify and distinguish between the different types of Brazilian distributions in the MT564 message.  
Also required is confirmation of which ISO 15022 Event Type to use for each.
The different types are:

Dividendos

Rendimento do Dividendos (adjustment to dividend)

Juros Sobre Capital Proprio

Rendimento do Juros (adjustment to juros)

There are also fund distributions, called rendimentos also.
CURRENT VENDOR PRESENTATION OF EVENTS
	TYPE
	MT564 EVENT TYPE
	COMMENT

	Dividendos
	DVCA
	

	Rendimento do Dividendos (adjustment to dividend)
	DVCA
	Gross rate updated to include adjustment, not a new event

	Juros Sobre Capital Proprio
	DVCA
	

	Rendimento do Juros (adjustment to juros)
	DVCA
	Gross rate updated to include adjustment, not a new event

	Fund Rendimentos
	CAPG/CAPD/DVCA
	Vendors use different Event types




QUESTIONS RAISED BY SMPG (JAN 2018 SMPG CALL - Bernard)
Responses from the Brazilian NMPG (Ana Abidor, ana.abidor@anbima.com.br , 20.02.18) are in blue.
1. How does a company decide which type of distribution to make – dividendos or juros sobre o capital proprio?
· Juros sobre o Capital Proprio can be favourable to companies and investors as they are considered expenses by the Brazilian Revenue. Therefore, it is a way for companies to reduce their net income and taxes.  It’s part of a company’s fiscal and accounting strategy to decide over paying dividendos or juros sobre o capital proprio. 
1. What are the differentiating factors between dividendos and juros sobre o capital proprio?
· Dividendos is a type of distribution of profits by the company to the investors. By the Brazilian Law 6404/76 , a company should distribute at least 25% of the net income of the fiscal year. They are paid to investors after the payment of taxes by the company. 
· Juros sobre o Capital Proprio is another type of distribution of profits to the investor, however, it is optional for the company. The big difference is that Juros sobre o Capital Proprio is deductible from the taxes paid by the company meaning that they are paid before the payment of taxes.  
1. Can a company pay both dividendos and juros on a security at the same time? 
Yes, it depends on the company’s strategy. 
1. For Rendimentos, what are the volumes in terms of distributions made?  Are all distributions adjusted or only a few?  They are just looking for a rough percentage here.
Luiz Felipe is helping me gathering the numbers for question number 4.
Response from Citi (02.02.18): “Inflationary adjustment,  represents approximately 5% of all INC events created.
Interest/Rendimento for Quotas, represents approximately 10% of all INC events created”
ADDITIONAL QUESTIONS SENT TO BRAZILIAN NMPG
Response to question 1 from the Brazilian NMPG (Ana Abidor, 19.03.18) is in blue.
1.	What is the Brazilian Market Practice for announcing Juros Sobre o Capital Proprio in ISO 15022 format?  Are these output as DVCA events?
We have done a research about this in the past and actually there are different views on how institutions report Juros Sobre o Capital Proprio. The majority of them report it as INTR (Interest Payment) but some report as DVCA (Cash Dividend).
We are going to hold a meeting of our Foreign Investors Committee on April 3rd and I will include these topics in the agenda so we can discuss with the group (international institutions that use ISO 15022 messages) and get back to you, ok? For now, I can already answer question number one but I can definitely go further and get more details about it.
2.	What is the Brazilian Market Practice for announcing Rendimentos (dividendos or juros) in ISO 15022 format?  As these are adjustments to the dividend/juros, do you simply update the gross rate when the rendimentos figure is announced?
3.	What is the Brazilian Market Practice for announcing Rendimentos on investment funds (for example ISIN BRXPTDCTF002)  in ISO 15022 format?  Which event type is used?
EXTRACTS FROM INTERNET ARTICLE ON Brazilian interest payments on net equity (Juros sobre o capital próprio): an international perspective
“Brazilian companies have two main instruments for remunerating shareholders for the capital invested in companies: dividends and interest on net equity (“Juros sobre o capital própio”, referred to as “IoNE” in this article). Both instruments can be used at the same time, but their tax treatment will depend on the particular characteristics of each case.”
“IoNE first appeared in the Brazilian legal system in Federal Law no. 9,249, of December 26, 1995, which contains the following provision: 
“Article 9. A legal entity can deduct, for the purpose of calculating its actual profit, the interest paid to the owner, members or shareholders, by way of return on net equity, calculated on the net equity accounts and to the extent of the variation in the long-term interest rate (“Taxa de Juros de Longo Prazo”) calculated pro rata per day.””
“IoNE is treated in Brazil as a share in profits under its corporate, stock market, accounting and exchange control legislation. IoNE is a share in corporate earnings that can only be received by owning the company's shares. Despite its name, it bears no relation at all to a return on loaned sums, the legal and economic basis for interest.”
SMPG MINUTES – 08.09.15
Juros Sobre o Capital Proprio presentation was discussed.
NMPG feedback on the SMPG recommendation to use the DVCA code if the distribution is, from an investor tax perspective, treated as a “normal” dividend and If the investor receives the distribution free of tax, or with a reduced tax rate, the CAPD code should be used.
DVCA: ZA, XS
INTR: ES
No preference: UK, SE, MDPUG
Decision: Not enough feedback at this stage, put the open Item on hold.
SMPG MINUTES – 27.03.18
Ana Abidor from Anbima has been contacted by Laura and has already provided most of the answers to the questions posed by Bernard at the January call (see above summary from Laura). 
The situation is still not yet fully clear. The BR market will have a meeting on April 3 to discuss the issue again, including the questions asked by Laura.
Both of the event types seem to be DVCA. Some BR market participants have used INTR for the juros, which surely creates more problems than it tries to solve. Could the BR market use other fields, other than the CAEV code, to distinguish between the different events?
It is not really seen as a problem for the local market, but rather for international clients of data providers.
The rendimento is an inflation adjustment. It is announced separately from the dividend amount per share in the market, but Laura did not know if the two rates are then combined into one payment.
Ana Abidor will attend the Warsaw meeting in the IF WG, therefore we could ask her to join us in Warsaw when we discuss this item.
[bookmark: _GoBack]Action: Laura to provide more input from Anbima (if any) at the Warsaw meeting.
ADDITIONAL QUESTIONS FROM SMPG CALL 27.03.18
Responses from Citi (09.04.18) are in red
1. Why do you need to identify the distributions and the components separately – dividend, juros, rendimento do dividend, rendimento do juros?  
a. Dividends are the regular dividend payments paid by the companies to the holders of the securities. 
b. Dividends are exempt to pay income taxes
c. Rendimento do dividend is the inflationary adjustment. Companies pay to holders calculated between the date when the dividend was announced and the actual date the dividend will be paid. 
d. Rendimento do dividends are subject to pay income taxes.
e. Juros are the regular interest payments paid by the companies to the holders of the securities. 
f. Juros are subject to pay income taxes.
g. Rendimento do Juros are the inflationary adjustment. Companies pay to holders calculated between the date when the juros was announced and the date the Juros will be paid. 
h. Rendimento do juros are subject to pay income taxes.

2. Regarding the rendimentos, are these paid together with the dividend/juros, or are they paid separately?
2. Both are paid on same date but in split payments.

EXAMPLES
1. Exchange and Company announcement of “dividendos” and “rendimento do dividendos”
BB SEGURIDADE PARTICIPAÇÕES S.A.
BRBBSEACNOR5
http://www.bmfbovespa.com.br/en_us/products/listed-equities-and-derivatives/equities/listed-companies.htm   Click on the link, click on letter “B” to search, then click on “BB SEGURIDADE PARTICIPAÇÕES S.A”, then click on “Corporate Actions” and “Cash Dividends”.
[image: ]
http://www.bbseguridaderi.com.br/en/documentos?Id=1159 
[image: ]
2. Exchange and Company announcement of “juros sobre o capital proprio”

TELEFÔNICA BRASIL S.A
BRVIVTACNPR7 – Preferred shares
BRVIVTACNOR0 – Ordinary shares
http://www.bmfbovespa.com.br/en_us/products/listed-equities-and-derivatives/equities/listed-companies.htm  Click on the link, click on letter “T” to search, then click on “TELEFÔNICA BRASIL S.A”, then click on “Corporate Actions” and “Cash Dividends”.
[image: ]
http://ri.telefonica.com.br/en/Download/1572_Notice_to_the_Market_-_Sep_18_2017_IOC_amount_per_share_confirmation.pdf 
[image: ]
3. Exchange announcement of “juros sobre o capital proprio” and “rendimento do juros”

BCO AMAZONIA S.A.
http://www.bmfbovespa.com.br/en_us/products/listed-equities-and-derivatives/equities/listed-companies.htm  Click on the link, click on letter “B” to search, then click on “BCO AMAZONIA S.A.”, then click on “Corporate Actions”.

BRBAZAACNOR0

[image: ]







4. Exchange announcement of Investment Fund “rendimento” 

ALIANZA TRUST RENDA IMOBILIARIA FDO INV IMOB
http://www.bmfbovespa.com.br/pt_br/produtos/listados-a-vista-e-derivativos/renda-variavel/fundos-de-investimentos/fii/fiis-listados/ 
BRUBSRCTF000
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Notice to Shareholders - Dividends 2H17

BB Sequridade Participagdes S A hereby informs the distributon of RS1,890.145,119.81 as dvidends The amount
is equivalent o 90% of the 2H17 et income, as previously decided by the Board of Difectors in a meeting heid on
December 207, 2017, added the balance of prescribed dividends related o pror years.

Gross amount
fases 7 P s st
ommon shares f:s..,. unti 02192018
cencs s oseceesees s ossaaarion

‘The dividend amount will be accrued by the Selic rate from the Balance Sheet date (12.31.2017) until the
payment date (03.06.2018), based on the shareholder position of 02.22.2018. Thus, the shares will be.
negotiated ex.dividends from 02.23.2018 on.

“There will be income tax withholding on the interest accrual in accordance with current legisiation. The shareholders
‘exempted from such taxation must prove this condition until February 28, 2018 in any of the Banco do Brasirs
branches.
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TELEFONICA BRASILS.A.

publicly-Held Company
(CNPJ MF 02.558.157/0001-62 - NIRE 35.3.001.5881-4

NOTICE TO THE MARKET
DELIBERATION OF INTEREST ON CAPITAL

Contining the Notice to Shareholders of September 18, 2017, publishedn the editions of September
19, 2017 of the newspapers io Oficial do Estado de Sdo Paulo and Valor Econdmico, Telefénica
Brasil S.A. ("Company") announces to its shareholders that there were no acquisitions, divestitures
or cancellations of shares held in treasury under the Company's Share Buyback Program (Material
Fact released on June 9, 2017). Thus, the amounts per share for the Interest on Capital deliberated
by the Board of Directors on September 18, 2017 remain unchanged as described in the table below:

Amount per share (r) |!Mune o Exempt Legal | withholding tax | Taxed Legal Entities and
Entities (gross value) (15%) Individuals (Net value)

Common shares 0.16938537321|  0.02540780598 0.14397756723

Preferred shares (¥) 0.18632391053|  0.02794858658 0.15837532395

(¥) 10% higher than the amount granted to each common share, in accordance with article 7 of the
Company’s Bylaws.

The credit of Interest on Own Capital will be made on individual basis for each shareholder, in
accordance to the shareholder registry book position by the end of the day, on September 30, 2017.
After this date the shares will be considered as “ex-Interest on Own Capital”. The payment of these
proceeds will be carried out before the end of the fiscal year of 2018, in a date to be defined by the
Company’s Board.
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Cash Dividends ISIN code

Approvedon  Last.

Priortc Rate (RS) Related to Payment Date Remarks
JRS CAP PROPRIO  BRBAZAACNORD 0410312017 0410612017 0561076825500 ANUAL2016 0412012017
RENDIMENTO BRBAZAACNORD 0410312017 0410612017 002223483300 ANUAL2016 0412012017
DIVIDENDO BRBAZAACNORD  04/11/2008

0411172008 0.00648342800 COMPLEMENTAR/2007 04/
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Proventos CodigoISIN  Deliberadoem  Nege

scomaté  Valor (RS) Relativoa de Pagamento  Observacdes

RENDIMENTO ~ BRALZRCTFO0S  16/0312018 1610312018 0,78090952000  Fevereiro/2018/2018

RENDIMENTO ~ BRALZRCTFO0S  16/0212018 1610212018 0,35205364500  Janeiro/2018/2018
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