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BRAZILIAN FLAIR - INFRASTRUCTURE DEVELOPMENT
IN THE RECENT WORLD CUP’S HOST COUNTRY OFFERS
OPPORTUNITIES FOR UK FIRMS

By Kwadwo Sarkodie

The 2014 World Cup preparations shonea
spotlight on Brazil’s efforts to expand and
improveitsinfrastructure. Whilst predictions
of disaster proved unfounded (for Brazil’s
infrastructure, if not its football team),
significant challenges remain. Ina country
ranked 79th by the World Bank for overall
infrastructure quality (behind Pakistan,
Algeriaandthe Gambia), infrastructure
developmentis central to mediumand
long-term government planning. This
presents opportunities for UK contractors
and consultants.

In2012 Brazil’s government launched the
Logistics Investment Programme -aplanned
US$121 billion, 30-year investment in highways,
ports,airportsand rail (includinga high-speed
link between Sdo Paulo and Rio de Janeiro). A
rapid start has been made, with concessions
for five of Brazil’s mostimportantairports
beingtenderedin2012and 2013. Further
tenders are expected following October’s
presidential elections, includinganumber of
significant highway concessions, most likely in
early tomid-2015. Perhapsreflectinga
recognition of the benefits that overseas
experienceand expertise can bring, the
participation of foreign companiesin Brazilian
public procurementis ontheincrease.

Doing business

Operatingin Brazil is not without its
challenges. Thereisalegacy of restrictive
rulesand practicesin relation to foreign
investment dating back many years. Whilst

serious efforts have been taken to address
these,thereis moretodo.
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company (@ “limitada”). Acompany wishing to
engageininfrastructure projectsin Brazil will
have to deal with several public organisations,
some of which are more helpful than others. A
local partner experienced in navigating local
regulations, whilst not mandatory, can

certainly be helpful.

Brazil ranked 72nd out of 175in Transparency
International’s 2013 Corruption Perceptions
Index. Federal Law 12,846/2013 has recently
beenintroducedto bolsteranti-corruption
legislation, establishing civiland
administrative sanctions for companies
involvedin corruption. It remains to be seen,
however, how this law will be applied.

Procurement

Saveforavery limited number of exceptions,
public procurementin Brazil is by tender,
generally governed by the provisions of
Federal Law 8,666/1993. Asimplified
procurement law, Federal Law 12,462/2011,
introduced astreamlined procedurein
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relation to construction for major sports
events (e.g. the Confederations Cup, 2014
World Cup and 2016 Olympics) and the public
education system. Careful attention must be
paid to the terms and conditions for
tendering, since even minor non-compliance
may invalidate the tender.

Public-private partnerships (PPPs) are
permitted in Brazil (for projects valued at 20
million Reals -approximately US$8.7 million
-and over),and governed by Federal Law

11,079/2003.

Arbitration

Federal Law 9,307/1996 sets the governing
framework forarbitration in Brazil. Following
the enactment of thislawanincreasing
number of government contracts have
providedforarbitration. Thisis reflectedin
theairport concessions discussed above,
which provide for arbitration under the ICC
rules,inthe Portuguese language and witha
Brazilianarbitral seat.

Brazil ratified the New York Conventionin
2002,and Brazil’s courts have agood record
of upholdingarbitralawards. Local courts will
enforceaforeignarbitralawardasamatter of
course, provided that it has first been

validated by the Superior Court of Justice,
Brazil’s highest court for non-constitutional
matters. Enforcement can only be refusedin
limited circumstances, and decisions over
recentyears confirmthe readiness of the
Superior Court of Justice to validate foreign
arbitralawards.

Conclusion

Brazil has recognised the importance of
infrastructuretoits growthand development
goals. This is reflected by the levels of
investment being committed,and the
legislative efforts to provide an effective
governing framework, conducive to both
domesticand overseas participation and
investment. Large-scaleinfrastructure
projectsin Brazil have often proved very
profitable for investors,and, given the scale of
thetask ahead (and with the 2016 Olympics
justaroundthe corner) opportunities
abound. This perhaps explains why, despite
the challenges, over recent yearsinvestors,
contractorsand consultants have joined the
world’s sports fansin heading to Brazil.
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