Restriction on the Acquisition of Land by Foreigners
Foreigners will face restrictions in the acquisition of lands in Brazil

In 1998, the Office of the Federal Attorney General (AGU) published an opinion allowing the acquisition of land located in Brazil by foreign-controlled Brazilian companies regardless of any authorization or homologation by the Brazilian authorities.

Since then, Brazil’s National Institute for Colonization and Agrarian Reform (INCRA) has been supervising only those acquisitions made by companies non-domiciled and individuals non-resident in Brazil – thus losing track of acquisitions made by foreigners indirectly.

Recently, however, the AGU has noticed an increase in the number of land acquisitions –especially in the Amazon – by foreign-controlled Brazilian companies. This has led the Brazilian Government to reconsider the possibility of reintroducing conditions and/or restrictions to the acquisition of land by foreigners, whether directly or indirectly (through Brazilian subsidiaries).

Although no conclusion has been reached so far, there is speculation that the AGU is currently considering or taking action on the following: (1) a possible revocation of the 1998 opinion, so as to reestablish the restrictions imposed by the 1971 law, which limited to 25% the acquisition of land within the same city by foreigners (whether directly or indirectly); and (2) discussion or review of any inconsistencies between the 1971 law and the Federal Constitution of 1988, which put an end to the distinction between entirely domestic companies and companies composed of or controlled by foreign capital.

This is a very controversial topic, and it is still too early to tell when a conclusion will be reached and when and how the intended legal amendments will be implemented.
For more information please contact Marta Rodriques of L.O. Baptista Advogados Associados at mar@baptista.com.br. 
