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THE CONSTITUTIONAL AND POLITICAL SYSTEM

• Based on its Constitution, Argentina is organized as a Federal Republic
divided in 23 Provinces and the Autonomous City of Buenos Aires with a
democratic political system.

• The original Argentine Constitution was enacted in 1853 and amended in
several occasions, the last of which was in 1994.

• Chapter I of Part I of the Constitution establishes a bill of rights for all
individuals, argentine or foreign, which includes the recognition and
protection of life, liberty, equality, security and property, among others.

• According to the Constitution International treaties have the same
hierarchy as the Constitution itself or as laws enacted by the Congress.



THE CONSTITUTIONAL AND POLITICAL SYSTEM

• International Treaties: According to sections 31 and 75 (22) of the Argentine
Constitution, international treaties, once approved by Congress and ratified by the
government, take precedence over federal and provincial laws.

• Bilateral Investment Treaties: The bilateral investment treaties signed by the
federal government with most members of the Organization for Economic Co-
operation and Development (OECD), grant direct rights to protect foreign investors
(e.g., fair and equitable treatment, protection in the case of direct or indirect
expropriation, national treatment, most favored nation treatment, etc.) and provide
international arbitration (under the ICSID or UNCITRAL rules) to obtain relief for
acts or omissions adopted by the Argentina and any of its political subdivisions.



THE CONSTITUTIONAL AND POLITICAL SYSTEM

• The Constitution, based on the checks and balances system included in the Constitution of
the United States of America, has divided the federal government in three branches:

 The Executive branch consisting in a person being vested with the title of President
and who is elected by direct vote and may serve a maximum of two consecutive four-
year terms. The Executive branch is also composed by a Vice-president, the chief of
Ministers and the ministers. The President promulgates or vetoes the laws sanctioned by
the Congress, regulates the application of laws by sanctioning regulatory decrees and
has the direction of international relations, among other powers;

The Legislative branch under a Congress consisting of two houses, the Senate (72
members) and the Chamber of Deputies (257 members). The Congress has the power to
enact laws and exercise the legislative powers delegated to the Federal Government by
the Provinces (such as the enactment of Civil, Commercial, Criminal and other Codes
that apply nationwide or the approval of international treaties with foreign nations);

 The Judicial branch is vested in a Supreme Court, in courts of appeal and lower courts.
The Supreme Court is composed of 5 members.



THE CONSTITUTIONAL AND POLITICAL SYSTEM

• The provinces have reserved all the powers not delegated to the Federal
Government by the National Constitution.

• Each province enacts its own Constitution, ensuring municipal autonomy and
establishing its scope and content regarding the institutional, political,
administrative, economic and financial aspects.

• Among the rights delegated to the Federal Government we can find:

 The enactment of the Civil, Commercial, Criminal, Mining, Labor and Social
Security Codes

 To levy indirect taxes (but this right has been also reserved by the Provinces
and may be exercised concurrently with the Federal Government)

 The regulation of customs (which do not exist between provinces)
 The creation and regulation of a Federal Bank
 The regulation of commerce with foreign nations (including through the

approval of international treaties)
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RELEVANT CORPORATE LAW MATTERS

To conduct business in Argentina on a permanent basis, a
foreign company may in principle act through two different
kinds of vehicles, as follows:

• Through the incorporation of a branch or; 

• Through the incorporation of a subsidiary using any of the
corporate forms provided by the Argentine General Company
Law 19,550, as amended (the “AGCL”).



RELEVANT CORPORATE LAW MATTERS

Incorporation of a branch:

• To be legally constituted the branch must be registered with the Public Registry of Commerce
(the “PRC”), which may take approximately one month as from the filing, depending on the
activity, financial and economical capability of the foreign entity registering the branch.

• Branches are not considered under argentine law as separate entities vis-à-vis the parent
company. This means that all of the assets and liabilities of the branch, and its rights and
obligations belong to the parent company as well.

• The branch must carry out its own accounting separately from the parent company and file
their annual financial statements with the PRC. In this sense, branches may also have
allocated capital by the parent company and have no limitations to own assets.

• Branches do not hold board or shareholders’ meetings and decisions are adopted by the
legal representative of the branch appointed by the parent company and registered with the
PRC.

•The cost to register a branch (excluding legal fees) is USD 334 approximately and it can take
approximately up to three months to have it registered.



RELEVANT CORPORATE LAW MATTERS

Incorporation of a subsidiary:

• Foreign companies intending to conduct business on a regular basis in the country may also opt for
the establishment of a local company (subsidiary) incorporated pursuant to Argentine law. For such
purpose the foreign company must be registered in the PRC pursuant to section 123 of the AGCL.
The cost of such registration (excluding legal fees) is USD 134 approximately and it can take up to
three months to have it registered.

• Said subsidiary may be incorporated using any of the corporate forms provided for by the AGCL.

• The most common corporate forms used by foreign companies to establish subsidiaries in
Argentina due to the benefit of liability limitation are the “Sociedad Anónima” (similar to the
Corporation) (the “SA”) and the “Sociedad de Responsabilidad Limitada” (similar to the limited
liability corporation) (the “SRL”).

• The AGCL also allows the existence of the “Sociedad Anónima Unipersonal” (the “SAU”), which is a
new type of Sociedad Anónima that may be registered with only one shareholder by complying with
additional requirements.

• A new and simplified corporation type has been recently approved, the “Sociedad Anónima
Simplificada” (a simplified corporation) (the “SAS”).



RELEVANT CORPORATE LAW MATTERS

Sociedad Anónima:

• This type of company requires at least two shareholders (that can be either legal or natural persons –
national or foreign–).

• Minimum capital is AR$100,000 (roughly USD$4,670). The cost to file an SA (excluding legal fees) is USD
670 approximately and it can take approximately one to two weeks to have it registered.

• All the corporate capital must be subscribed upon incorporation but only 25% must be paid in in that
opportunity, the remaining of which can be paid in within 2 years. The subscribed capital may be paid in in
cash or in kind (but special rules apply to in kind contributions).

• The capital of the SA is divided into shares, with equal face value and expressed in Argentine currency.
The AGCL does not allow bearer shares.

• Shares issued by an SA can be common or preferred and of different classes, each of them having
different rights (in respect to dividends or appointment of board members, for instance). The preferred
shares (which grant special economic rights) may be non-voting shares (except for certain cases in which
they will always be considered voting shares such as mergers or spin-off).

• In case of capital increases each existing shareholder owner of common shares shall have preemptive and
accretion rights in respect of the issued shares which allow each of them to maintain its existing percentage
in the company’s stock and to increase it in case other shareholders so not exercise its preemptive right.



RELEVANT CORPORATE LAW MATTERS

• An SA company must be registered with the PRC of the jurisdiction of its initial legal domicile (i.e. the City
of Buenos Aires or any of the provinces).

• Board of Directors

 The SA is managed by a single director or by a board of directors, as set forth in the by-laws. A
minimum of 3 directors is required if the corporate capital exceeds the sum of AR$50,000,000.

 Directors, who need not to be shareholders, are elected by the annual shareholders’ meeting, to
hold office for a period not exceeding 3 fiscal years, and may be re-elected or removed without cause
before the expiration of their term.

 The majority of directors must reside in Argentina, regardless of their nationality. Foreign directors
must obtain an Argentine Tax ID to be registered as such with the PRC.

 The board must meet at least once every 3 months. The law requires physical meetings and for
quorum purposes at least the majority of the members must be present personally. The remaining
members can attend the meeting by video or tele conference by in all cases the quorum will be
counted formed by the majority of the members present physically.

 The President, elected from among the members of the board, has the legal representation of the
company.



RELEVANT CORPORATE LAW MATTERS

 Directors’ remuneration may not exceed twenty five per cent (25%) of profits if dividends are paid or
five per cent (5%) of profits if no dividends are paid. Under special circumstances the annual meeting
of shareholders may authorize a higher remuneration.

 Directors of an SA are subject to a standard of loyalty and diligence; non-compliance with these
standard results in unlimited, joint and several liabilities for damages arising therefrom.

 Directors have a duty to: (a) reveal any conflict of interest to the board of directors and to the
statutory supervisors; (b) abstain from any deliberation related to such conflict of interest; and (c)
refrain from competing with the company.

• Shareholders’ meetings

 Shareholders’ meetings must take place at the company’s legal domicile (registered office) or within
the jurisdiction of said legal domicile, and may be either ordinary or extraordinary.

 Ordinary meetings must be called at least once a year, within 4 months from the end of the fiscal
year, to consider the annual financial statements.

 Extraordinary meetings are required to consider the amendment to the by-laws and any other
matters that are not among those items to be considered by law by ordinary meetings (mergers,
dissolutions, liquidations and spin-offs, for instance).



RELEVANT CORPORATE LAW MATTERS

 Quorum for Ordinary meetings on first call requires the presence of a majority of shares with a right
to vote. Ordinary meetings shall be deemed to be constituted on second call regardless of the number
of shares present. Extraordinary meetings require on first call a quorum of sixty per cent (60%) of
shares with a right to vote unless the by-laws require a higher percentage, and, on a second call, a
quorum of thirty per cent (30%) of voting shares, unless the by-laws require a lower or a higher
percentage. A majority of votes present at Ordinary or Extraordinary meetings is sufficient to carry a
resolution unless the by-laws require a higher number.

 If a quorum is not available at a meeting on first call, notice for a meeting on second call, (which
must be held within 30 days of the date for which the first meeting was called), must be given at least
8 days before the date of the second meeting. The by-laws may authorize that both meetings (on first
and on second call) are convened by means of the same notice. In this latter case, if the meeting is
convened for the same day, it must be held with an interval of not less than one hour between each
meeting.

• Shareholder’s liability

 A shareholder of an S.A. is only liable for the obligations incurred by the company to the extent of
the shareholders’ capital commitments or contributions, because the company is a legal entity
independent from its shareholders. The shareholders are liable only for the capital they have agreed to
contribute to the S.A. and no more.



RELEVANT CORPORATE LAW MATTERS

 Shareholders who have fully paid their subscribed shares are in general not liable for the company’s
obligations beyond their capital contributions.

 The AGCL limits the rights of shareholders with interests in conflict with those of the company to
participate in any matter which relates to such conflict under penalty of damages.

 The AGCL provides that shareholders or those effectively exercising control over a company who
cause damage to such company are jointly liable for such damages and cannot set off such damages
with profits that their action may have produced in connection with other transactions of the company.

 Also, the bankruptcy of a company can be extended to a controlling shareholder in certain cases.
For example, if a shareholder disposes of assets in the company as if they were its own, defrauding
the company’s creditors or if any controlling person steers the company’s interest in the direction of the
controlling shareholder’s interest.

• Supervision

 Shareholders may at their annual meeting elect one or more statutory supervisors. Statutory
supervisors must be Argentine residents, either attorneys, accountants or a limited liability company
formed by those professionals, duly registered to practice. Their functions are to supervise the
administration of the company, attend all board and shareholders’ meetings and, in general, control the
legality of the corporation’s decisions. In broad terms, they protect the rights of shareholders and verify
that the company abides by the law and its by-laws.



RELEVANT CORPORATE LAW MATTERS

 The appointment of statutory supervisors is, in principle, not mandatory except in certain
cases in which it is mandatory, such as when the corporate capital exceeds the amount of
AR$50,000,000 or when, inter alia, the company publicly offers its shares, operates public
concessions or services or in the case of the SAU (in which case the AGCL requires that a
supervisory committee comprises of at least 3 members).

• Corporate books

 The minutes of all shareholders’ meetings, as well as board resolutions, must be transcribed
in the official books held by the SA for that purpose. In some cases copies of the minutes have
to be filed with the PRC (e.g. minutes of the Board and shareholders’ meetings related to the
approval of annual financial statements and appointment of directors of the S.A.).

 Accounting books must also be sealed with the PRC and kept in the legal domicile of the
company.

• Dividends

 Dividends may be lawfully declared and paid to shareholders only out of the company’s
earned and liquid net profits arising from a year-end audited balance sheet duly approved by
the annual shareholders’ meeting.



RELEVANT CORPORATE LAW MATTERS

No profits may be distributed until prior losses are covered. An SA
must set aside at least five per cent (5%) of its annual net profits for the
purposes of creating a reserve fund until the fund reaches twenty per
cent (20%) of the authorized capital.

 Interim dividends are possible in certain limited cases such as in
listed companies and companies with capital exceeding the sum of
AR$50,000,000.

 Directors and statutory supervisors are jointly and severally liable
without limit for any unauthorized dividend distribution.



RELEVANT CORPORATE LAW MATTERS

Sociedad Anónima Unipersonal (SAU):

• As from August 1, 2015, the SA can also be incorporated with only one
shareholder.

• Apart from the other requirements applicable to a S.A.:

o All capital contributions in this type of companies must be fully paid-in at the
moment of the subscription and approval of any shares issuance.

o Statutory supervisors must be three.

• The cost to file an SAU (excluding legal fees) is USD 370 approximately and it can
take approximately one to two weeks to have it registered.



RELEVANT CORPORATE LAW MATTERS

Sociedad Anónima Simplificada (SAS):

• The new and flexible corporate type named SAS can be registered through an on line proceeding
within 24/48 hours as from its filing (with the customary bylaws approved by the public registry) and
obtaining at the same type the TAX ID number.

• The main characteristics of this corporate type are:

 Filing of the company is trough an online platform.

 Cash contributions can be paid-in 25% at the subscription of the corporate capital, and the
balance in two years. This is a difference with the regime of the SAU which requires the
contribution of the 100% at the time of the subscription of the corporate capital.

 Maintains limited liability of its shareholders to the corporate capital subscribed.

 The share capital will be divided into shares. At the time of incorporation of the Company, the
minimum capital may not be less than 2 times the minimum salary (which at the current
exchange rate amounts approx USD 520).

 The management only requires that one of its members be an Argentine resident (For the
remaining corporate types, the ACT require a majority of members residing in Argentina)



RELEVANT CORPORATE LAW MATTERS

Sociedad de Responsabilidad Limitada (SRL):

• Partners: SRLs must be formed with a minimum of two and a maximum of fifty partners. Partners may be
either individuals or corporate entities. Foreign corporate entities may become partners of SRLs.

• Corporate capital:

 There is no minimum capital required to set up an SRL. The cost to file an SRL (excluding legal
fees) is USD 410 approximately and it can take approximately one to two business days to have it
registered.

 The capital is divided into “quotas”, which are interest participations in the capital of the company,
and must be expressed in Argentine currency.

 Holdings of quotas, unlike shares which results from the annotations in the share registry kept by
the SA, SAS or SAU, arise directly from the by-laws of the SRL or from the subsequent quota transfer
documents registered with the PRC. A transfer of quotas is valid vis-à-vis third parties as from its
registration with the Public Registry of Commerce.

• Management

The partners may appoint one or more managers to manage and represent the company.

The managers may be appointed for either a determinate or indeterminate period, as established in
the by-laws or when appointed.



RELEVANT CORPORATE LAW MATTERS

 The managers represent the company, either individually or jointly as provided for in
the by-laws. When the management is plural, legal representation corresponds
indistinctly to any manager, unless otherwise provided for in the by-laws.

 The majority of the managers must be Argentine residents, regardless of their
nationality.

• Partners

 The by-laws normally contain the rules for adopting resolutions. However, if the by-
laws do not provide specific rules, resolutions may be passed in writing without the
need for holding a meeting.

 If there are no specific rules in the company’s by-laws, and the capital of the S.R.L.
does not exceed AR$50,000,000, there is no need for physical meetings to be held,
since resolutions may be taken by: (i) a vote of the partners communicated to the
management within 10 days of the receipt of the written consultation with respect to
a specific topic; or (ii) a written statement executed by all the partners. Any
communication to the partners must be addressed to the partner’s domicile stated in
the articles of incorporation and operating agreement, unless a new domicile has
been notified to the management of the company.



RELEVANT CORPORATE LAW MATTERS

 If the corporate capital exceeds the amount of AR$50,000,000, the partners
must hold an annual partners’ meeting to consider the annual financial
statements

 Resolutions considering amendments to the by-laws must be passed by the
majorities established in the by-laws which must consist of at least the
favorable vote of partners who represent over fifty per cent (50%) of the
company’s capital. If the by-laws were not to rule in this regard, then the
favorable vote of the partners who represent seventy five per cent (75%) of
the company’s capital is required. If a single partner were to represent the
majority vote, then the vote of another partner will also be necessary.
Furthermore, when the S.R.L. has only two partners and one of them have
the majority, unanimity will be required.

 Resolutions considering issues such as the appointment or removal of
managers or statutory supervisors, or issues other than the amendment to
the by-laws, must be passed by the favorable vote of the partners who
represent over fifty per cent (50%) of the capital participating in the resolution
or present in the meeting, unless the by-laws provide for a higher majority.



RELEVANT CORPORATE LAW MATTERS

• Partner’s liability: Partners enjoy limited liability up to the amount of capital that
they have subscribed in the S.R.L. However, each partner guarantees vis-à-vis
third parties, jointly and severally, and without limit: (i) all pending capital
contributions, whether their own or not, and whether monetary or non-monetary;
and (ii) any overvaluation of non-monetary contributions, whether their own or
not.

• Supervision: In practice, by-laws of SRLs rarely provide for the appointment of
statutory supervisors. The appointment of statutory supervisors is not
mandatory except in the event the SRL’s capital exceeds the sum of AR
$50,000,000, in which case at least one statutory supervisor and an alternate
one must be designated.

• The regulations applicable to SAs apply to SRLs in case there is no specific
regulation on the matter in the AGCL.



RELEVANT CORPORATE LAW MATTERS

Foreign Exchange Controls:

• All transfers of foreign currency to and from Argentina must be made, as a general
rule, through the foreign exchange market (composed by entities authorized by the
Argentine Central Bank to perform exchange transactions such as banks and
money exchange houses).

• The new administration has removed most of the limitations that had been
imposed on the outflow of funds from Argentina. Currently the following additional
requirements remain:

• Argentine residents must quarterly comply the survey of foreign indebtedness
and liabilities maintained by residents; and

• Local companies with non-resident direct investors (owners of 10% of more of
the capital stock of the relevant local company) have to semi-annually inform
the non-resident’s holdings only if such holding’s value equals to or exceeds
US$500,000.



RELEVANT CORPORATE LAW MATTERS

Corporate Criminal Liability Act:

• The corporate criminal liability regime is applicable to private legal entities,
whether their capital be national or foreign, with or without governmental equity
participation.

• The crimes encompassed by the Law are: (i) domestic or transnational bribery and
influence peddling, (ii) improper and/or incompatible transactions with the functions
of public officials, (iii) illegal exactions committed by a public official, (iv) illegal
enrichment of public officials and employees, and (v) false balance sheets and
reports.

• Liability of Legal Entities: When the crimes are committed, directly or indirectly,
with their intervention or on their behalf, interest or benefit. Legal Entities will be
exempt from liabilities only if the person who committed the Crime has acted in its
exclusive benefit and without generating any benefit/profit for the entity.



RELEVANT CORPORATE LAW MATTERS
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• Statute of limitation for legal entities is 6 years.

• The legal entity can be convicted even when it is not possible to identify or
prosecute the person that intervened in the crime when, due to the circumstances,
that crime could not have been committed without the tolerance of the corporate
bodies of the legal entity.

• The applicable sanctions are: (i) Fines from two (2) to five (5) times the undue
benefit obtained or that could have been obtained; (ii) Suspension of activities (full
or partial); (iii) Barred from participate in tenders or bids for public works, services;
(iv) Dissolution and liquidation of the legal entity; (v) Loss or suspension of
government benefits; and (vi) Publication of a conviction´s summary.

• Exemption: A legal entity shall be exempted from sanctions and administrative
liability when the following circumstances concur simultaneously: (i) spontaneous
denounce of a crime, as a consequence of an internal detection or investigation; (ii)
early adoption of an integrity program or compliance program prior to the fact of the
criminal process and its noncompliance would have required an effort to the parties
involved in the crime; and (iii) the legal entity has returned the undue benefit.



RELEVANT CORPORATE LAW MATTERS
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• Integrity or compliance program: these mechanisms and internal procedures are
aimed to prevent, detect and correct irregularities and unlawful acts. They must
include (i) a code of conduct applicable to every employee; (ii) specific rules and
procedures to prevent unlawful acts in tenders or bids, or in any other interaction with
the public sector; and (iii) regular trainings to directors, administrators and employees
of the entity.

• Contracts with the national government: compliance programs are mandatory in
order to perform and execute agreements with the federal government for those
contracts that: (i) considering the amount involved must be authorized by a relevant
authority with a rank no less than a minister, and (ii) contracts such us purchase,
supplies, services, leases, consultancy, rents with option to purchase, concessions for
the use of public and private property of the national state, public works, concessions
of public works, concessions of public services and licenses, toll road regime, and
public private partnership agreements.



RELEVANT CORPORATE LAW MATTERS

Miscellaneous:

• Shareholders agreements are considered enforceable in Argentina as between the
parties to the Agreement but cannot be opposed against third parties.

• Payment of obligations in foreign currency may be agreed upon by parties under any
agreement. Nevertheless, a waiver to Section 765 of the Argentine Civil and Commercial
Code must be included, otherwise such obligations may be cancelled through payment
of Argentine Pesos at the then current foreign exchange rate.

• The parties may agree the application of foreign law to a contract entered into in
Argentina. Whenever a controversy takes place between the parties, case law usually
requires a reasonable relationship with the chosen venue, like the creditor’s address, or
the place of execution of the contract, or the place where most of the business
operations take place, in case it was not previously established and parties do not reach
an agreement on this matter. If the content of the foreign law cannot be determined, then
Argentine law applies.

• Contracts can also be subject to arbitration.
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LABOR AND IMMIGRATION CONSIDERATIONS

• Labor Laws: Employment relationships and the terms of labor contracts performed in
Argentina are governed by the Labor Contract Law 20,744, as amended (the “Labor
Contract Law”) Professional By-laws and Collective Bargaining Agreements (“CBAs”), which
are complemented by a very significant number of other laws.

• Salaries. Working hours:

 Salaries may be paid on monthly, daily or hourly basis, depending on the type of work
performed by the employee, collective bargaining agreements or industry common
practice.

 Under the Labor Contract Law, employees are entitled to a thirteenth salary
(aguinaldo) equivalent to the highest monthly wage received during the previous six
month period prior to its payment, payable in two installments, in June 30 and
December 18, of each year.

 Employer and employee may freely agree upon the employee’s remuneration;
however, it shall be never lower than the legal minimum salary (currently AR$9,500 or
USD 446) and/or the salary scales provided for by the Collective Bargaining
Agreement applicable to the worker’s activity.



LABOR AND IMMIGRATION CONSIDERATIONS

 Besides, remunerations shall be subject to any further provision set forth in the Collective
Bargaining Agreement as regards applicable additional payments.

 In principle, the working week cannot exceed 8 hours per day, 48 hours per week and six
days per week. However, workers can work up to 9 hours per day when distribution of
working hours is irregular.

 Overtime hours are payable at a rate that goes from 50% to 100% on top of normal
salary.

 Unhealthy work: employees performing such type of work, previously declared as such by
the Labor Authority, must not work more than 6 hours a day and cannot work overtime.

 Bonus: employers are allowed to give bonus to employees as a performance award.
However, if the bonuses are paid frequently for similar or similar amounts, without a
specific policy, they may be considered as an acquired right.

• Contributions and Withholdings. Under Argentine law, both employers and employees are
required to contribute, by means of withholdings on salaries or additional payments, to social
security family allowances, medical aid and pension and unemployment funds depending on the
employee’s gross income. Employers contribute roughly 27% of the monthly salary and
employees 17%.



LABOR AND IMMIGRATION CONSIDERATIONS

• Vacations, Leaves of Absence and Medical Leave:

 Employees are entitled to 14 to 35 calendar days of paid vacations a year, depending on their
seniority working for the same employer. They are also entitled to shorter leaves of absence in
the events of marriage, birth of children, death of a close relative and high school or university
tests.

 In addition, female employees are afforded additional rights like the right to take two half hour
daily pauses to feed her baby for up to one year after the birth and special leaves of absence
for maternity (normally of 45 days before and 45 days after birth, except the employee choose
to take 30 days before and 60 after birth). Although this is an unpaid leave of absence, the
worker receives an amount equivalent to her salary from the state Social Security services.
Further, the mother can opt to extend such term for an additional period of 3 to 6 months but no
compensation is paid to the mother in this latter case.

 In case of a not-work-related illness or accident which prevents the employee from working, he
is entitled to full salaries for a period ranging from 3 to 12 months, depending on seniority and
family dependants. After such period the employer’s position must be maintained for an
additional year without payment of salaries or contributions. Upon termination of such term any
of the parties can terminate the labor contract without consequences if the employee is not in
condition to return to work.



LABOR AND IMMIGRATION CONSIDERATIONS

•Employment Contract: There are different types of employment contracts (indefinite
period, fixed term, part-time). Unless agreed otherwise, employment contracts are set for an
indefinite period of time. In such case, the first three months of employment are considered
as “trial-period”. During the trial-period either party may terminate the labor relationship at
any time without having to pay any severance (please bear in mind that social security
contributions apply during the trial-period).

• Termination of Labor Contracts:

 In indefinite term employment contracts –except in cases of discrimination or job
maintenance privilege for union representatives– the employer may dismiss an
employee at any time upon giving the employee prior notice of fifteen days (if the
employee is dismissed during the trial period), one month (if the period of service is
greater than the trial period but less than five years) or two months (if the period of
service is greater than five years). Said notice can be substituted with a salary payment
equivalent to the period of prior notice.

 The employer cannot dismiss a union representative without previously filing a judicial
petition to eliminate his/her special protection against dismissal.
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 Furthermore, the employer is required to make a severance payment to the employee based
on the employee’s highest ordinary monthly salary accrued during the previous year of
employment. This indemnification is equivalent to, in principle, one month’s salary for each
year of employment or period worked in excess of three months.

 There are aggravated severance payments set forth in the event a dismissal take place in a
special circumstance such as pregnancy, marriage, illness.

 If an employee is dismissed for gross misconduct, no severance payment or prior notice is
required. In said event: (i) the burden of proof lies with the employer to show that gross
misconduct occurred; and (ii) our Labor Courts construe gross misconduct in a very restrictive
way.

 Employees may resign to their position at any time with a 15-day prior notice.

• Work Risk Insurers (ART):

 Argentina has established a system to reduce workplace risks and to indemnify employees
who become ill or injured at work. Pursuant to Labor Risk Law 24,557 (the “Labor Risk Law”),
workers are generally protected by its provisions.



LABOR AND IMMIGRATION CONSIDERATIONS

 In this regard, workers must be insured by a Work Risk Insurer (Aseguradora de Riesgos del
Trabajo or “ART”). When the ART provides coverage, it must compensate the injured worker in
accordance with the requirements of the Labor Risk Law (including medical and
pharmaceutical attention, among others).

 The ART is financed by monthly payments made by the employers of insured persons.

• Immigration Controls:

 Citizens of most countries (such as Canadians) are not required to obtain a visa to enter
Argentina as a tourist when staying for up to three months. A person wishing to reside and
work in Argentina, however, must obtain before entering the country a residence permit from
the Immigration Board.

 There are two categories of resident: a permanent resident and a temporary resident.
Permanent and temporary residence permits may be applied for by the prospective employee
either at the Argentine consulate of his or her country of residence or by the prospective
Argentine employer in Argentina:
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o Permanent Residence. A permanent residence permit grants a foreigner the right to
reside and work in Argentina indefinitely.
o Temporary Residence. A permit for temporary residence is granted to foreigners
wishing to enter the country for a limited period of time. There are different categories
for which foreigners may apply. The authorization may be granted for a period of up to
one year and may be renewed for two additional years. The documentation required for
this purpose is basically the same as the one required for permanent residency.

• Unions. Collective Bargaining Agreements (CBAs):

 CBAs are agreements executed between the different workers unions that represent
workers of the different industrial sectors and employers of a certain activity. They must
be subsequently ratified by the Labor Ministry. Provided that such ratification is obtained,
CBAs are binding, not only on affiliated workers of the unions and employers'
associations, but also on all other non-affiliated workers and employers in the particular
activity or industry involved.

 Usually, a CBA includes provisions referred to general working conditions and salary
scales for each category of workers comprised thereunder.



LABOR AND IMMIGRATION CONSIDERATIONS

 Usually, a CBA includes provisions referred to general working conditions and
salary scales for each category of workers comprised thereunder.

 CBAs include provisions regarding the payment of a monetary contribution to
the union by all the employees included there under.

• Non Discrimination:

 Argentine labor applicable laws protect employees from employer
discrimination based on race, religion, nationality, ideology, political or union
opinion, sex, economic status, social status o physical characteristics.

 Should the employer discriminate an employee because of any of the
protected grounds; then the employee is entitled to claim damages or unfair
dismissal.
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RURAL LAND LAW

 Rural Land Law No. 26,737 published in the Official Bulletin on December
28, 2011 (hereinafter the “Rural Land Law”), provides for certain restrictions on
the ownership of rural land by foreigners.

 The Rural Land Law provides for two joint limitations as follows:

a) 15% cap on foreign ownership and possession of rural land
throughout Argentina (section 8); and

b) 4,5% cap on ownership and possession of rural land by
foreigners from the same nationality (section 9).

All acts performed in violation of the provisions of the Rural Land Law shall be
null and void, in addition to the right to claim for compensation against the
perpetrators and participants in the unlawful act. For the purposes of the
provisions of the Rural Land Law, “perpetrators” and “participants” shall be the
persons involved in the transferring of the land or granting instruments (public
or private) that give rise to the unlawful act. Perpetrators and participants shall
be personally and jointly liable with their assets for all harmful consequences.



RURAL LAND LAW

 Section 17 of the Rural Land Law specifically provides that it does not affect
pre-existing acquired rights (derechos adquiridos) originated prior to the
publication of the said Law (December 28, 2011).

 In this respect, Section 8 of Decree 820/2016 (published in the Official
Bulletin on June 30, 2016) provides that foreigners holding real estate in
excess of the limits fixed by the Rural Land Law: (a) are not required to
transfer any excess land; and (b) when transferring rural property acquired
prior to the publication of the Rural Land Law, will be entitled to acquire
equivalent land within the same province.

 Also Section 12 of the Rural Land Law provides that foreign owners of
rural land should inform the enforcement authorities of their land holdings
within 180 days after the rules (reglamentacion) of the Rural Land Law
become effective.



RURAL LAND LAW

 To confirm if a purported buyer qualifies under the Rural Land Law limits, it
is necessary to know the jurisdiction where the plants of the target companies
are located and thus determine if due to its nationality the 4.5% cap referred in
point 2.(b) above has been exceeded or not.

 Notwithstanding the aforementioned, Disposition No. 26/2018 provides that
no approval shall be needed if the relevant land is located in Industrial Areas
or if the destiny of such land is for the purpose of a wind farm or a renewable
energy generation facility.
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SECURITY ZONE APPROVAL

 Section 4 of Decree-Law No. 15,385/1944, ratified by Law No. 12,913 and
modified by Law No. 23,554, regulates the transfer of property, rural leases or
leases in general, or any form of real or personal right resulting in the transfer
of ownership or possession of rural land located in the Security Zone. Also the
recently published Decree number 253/2018 has established the current
Security Zone geographical areas.

 Any such transfer involving rural land located in the Security Zone requires
the prior authorization by the competent authority (Undersecretary of Control
and Border Surveillance of the Ministry of Security) according to Decree No.
174/2018.

 The authorization procedure is governed by Resolution No. 166/2009 issued
by the former Ministry of the Interior and must be carried out by the party
acquiring the rights on the property prior to the implementation of the legal act
(transfer/lease, etc.) for which authorization is sought. The selling party does
not intervene in the prior authorization process.



SECURITY ZONE APPROVAL

 Under Argentine law, the sale, lease or granting of other type of rights on
real estate must be instrumented through a public deed (escritura pública)
issued before a notary public registered within the jurisdiction of the
property’s location.

 Instead, the sale, lease or granting of rights on shares do not require a
public deed nor the intervention of a notary public. It can be simply carried
out through a written instrument (e.i. share purchase agreement), executed
by the buyer and the seller and eventually (if so requested by the parties)
their signatures certified before a notary public.
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REGULATION FOR THE ACQUISITION OF SERVICES OR
GOODS BY THE ADMINISTRATION
 National General Regime:

 Decrees # 1023/01 and 1030/16 set forth the national general regime
applicable to the Centralized and Decentralized Public Administration in
respect of every purchase, supply, service, trading, rent (with option to
purchase), exchange, consultancy and governmental or private concession
contract, as well as to any contract not expressly exempted.

 The contracts expressly exempted from the National General Regime include,
among others, contracts with foreign states, contracts partially or wholly
financed by multilateral credit institutions and procurements carried out
abroad.

 The governing body of the National General Regime is the ONC (Oficina
Nacional de Contrataciones) except in respect of transactions pursuant to Law
No. 25,551 (Compre Trabajo Argentino) for which the Secretariat for Industry
and Services, part of the Ministry of Production is the competent authority.



REGULATION FOR THE ACQUISITION OF SERVICES OR
GOODS BY THE ADMINISTRATION

• Selection procedure:

 Public tender: the standard selection procedureThis selection procedure applies when
the estimated amount to be contracted is higher than a threshold stipulated by law.
This threshold is defined by each jurisdiction;

 Public auction: applies when purchasing personal property (including art or historic
objects), real estate and animals;

 Private tender: If the tender invitation is extended exclusively to those suppliers
registered in the ONC’s database (Sistema de Información de Proveedores,
hereinafter “SIPRO”) and the estimated contracting amount does not exceed a
stipulated threshold;

 Direct award: In this case the contracting entity will award a contract exclusively to a
particular contractor. This is allowed in the main following cases, among others:

 In case of bidder exclusivity (example. g. when the bidder is the only
authorized seller);

 In case of emergency; and

 In the contracting sum does not exceed a stipulated amount (currently less
than $1.300.000).



REGULATION FOR THE ACQUISITION OF SERVICES OR
GOODS BY THE ADMINISTRATION

• National and International Tenders:

 Private and public tenders can be subdivided into
national and international tenders.

 National tenders target interested bidders located within
Argentina (minimum requirement: registered branch in
the country).

 International tenders are reserved for situations in which
the characteristics or the complexity of the procurement
project require a call for tenders to foreign bidders
without a registered branch in Argentina.



REGULATION FOR THE ACQUISITION OF SERVICES OR
GOODS BY THE ADMINISTRATION

• National Preference:

 There is a Preference Regime for local goods, public works and services, applied by the
Centralized and Decentralized Public Administration, including public companies,
concessionaires and permit holders of public utilities under federal jurisdiction. This regime is
called Compre Trabajo Argentino/ Buy Argentina.

 In the case of goods, an objective criteria is adopted, regardless of the origin of the supplier:
the product must be made or extracted in Argentina, and the amount of the imported raw
materials or inputs must never exceed 40% of it is gross value of production.

 There is a preference for bids that include national products with identical or similar features, in
cash payment conditions. These suppliers must be chosen even if their price exceeds the offer
of foreign products by a 7% (when the offer company is a Micro, Small and Medium-Sized
Enterprise, SMEs) or by 5% (for other enterprises).

 For consultancy and engineering services, only professionals and national companies may be
contracted unless local enterprises are unable to provide the requested work or service, in
which case foreign bidders may be contracted subject to previous approval of the competent
authority.

 This regime may be modified pursuant to a law that is currently being treated in Congress.



REGULATION FOR THE ACQUISITION OF SERVICES OR
GOODS BY THE ADMINISTRATION

• Requirements for foreign bidders: Foreign legal bidder
entities are not required to be registered in the SIPRO but must
file, in addition to any document applicable to national bidders:

Documentation that certifies the constitution of the legal
entity in line with the regulation of the country where the
legal entity has been created; and

Documentation that certifies the legal standing of the
entity’s representative(s) (mandate, general assembly act
in which the entity representative is appointed, etc.).



REGULATION FOR THE ACQUISITION OF SERVICES OR
GOODS BY THE ADMINISTRATION

• Award Criteria:

 Generally, the contract is awarded for the bid that is the
most suitable for the contracting body, taking into account
price, quality, bidder´s adequacy and the remaining
conditions of the bid.

 The selection criteria may consist of economic or non-
economic factors, such as technical-scientific capacity,
artistic skills or others. However, in the case of a good or
a standard service whose technical characteristics can be
unequivocally specified, the most suitable bid will be the
one with the lowest price.
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IMPORTS AND EXPORTS

• Customs Regulations:

 Argentina has adopted the international classification of goods and is member of the
World Trade Organization (WTO). WTO regulations on customs valuation, labeling, and
fair-trade practices (anti-dumping actions, safeguard measures and countervailing
duties, among other things) are applicable to Argentina.

 Argentine customs regulations require that most imported goods pay customs duties
before entry.

 To clear customs, all imports of goods are subject to the Import Monitoring System
(Sistema Integral de Monitoreo de Importaciones, or SIMI) which must be complied
before the goods arrive to Argentina. The import of samples, however, is exempted from
complying with such system.

 Since December 2015, the Argentine Government has reinstated automatic and non-
automatic import licenses (known as LAI and LNA, respectively, after their acronyms in
Spanish), which are nonetheless subject to the SIMI. In the case of the non-automatic
import licenses, the customs authority may require further information depending on the
imported good. Both licenses remain valid for a period of 180 days as from the date of
the approval of the relevant SIMI.



IMPORTS AND EXPORTS

• Importers and Exporters Registry: As a general rule,
imports can be made by persons registered in the Importers
and Exporters Registry maintained by the Federal Tax Authority
(AFIP), which require that the importer has, at least, an
Argentine tax ID (CUIT).



IMPORTS AND EXPORTS

• Temporary import of goods:

 Depending on the type of good and the purpose of the import, the import of goods may be
made to Argentina under the temporary import of goods regime, without payment of any
customs duties, for a limited period of time and with the obligation to export the good upon the
termination of such period of time.

 The interested party must submit with the Customs Authority the request for temporary import
authorization before the actual import of the relevant good.

 Goods that may be temporary imported include those destined to be used in exhibits, samples
(as long as they are imported to advertise a good, belong to a foreign person, are imported for
the purpose of make a demonstration in Argentina in order to take orders of goods to be
procured from abroad and are not transferred or leased during their stay in Argentina) and
machines and devices that are to be subject to tests or controls.

 In case the temporary import is approved, a guarantee must be placed in respect of the duties
not paid.

 The property of the good subject to the temporary import cannot be transferred.

 In case of samples, the good must be exported within 8 (eight) months as of the date of its
import. The same term applies to goods imported to make tests. This term may be extended if
sufficient reasons are presented to the Customs Authorities.
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RELEVANT TAX MATTERS

Agenda

Tax Reform – Law 27,430 – Main changes introduced to
the Income Tax Law and to the Value Added Tax Law

Double Taxation Convention



RELEVANT TAX MATTERS

7. Main changes - Income Tax Law

1. Corporate tax rate and taxation of dividend distribution

2. Capital gains – Indirect sales

3. New Fiscal Transparency rules

4. Introduction of the concept of Permanent Establishment

5. New definition of tax havens

6. New thin capitalization rules

7. Changes in the tax treatment of non-Argentine residents



RELEVANT TAX MATTERS

1. Corporate tax rate and taxation of dividend distribution

Fiscal years 2018 – 2019:

Corporate tax rate: 30%

Withholding on dividend distribution: 7%

Fiscal year 2020 and onwards:

Corporate tax rate: 25%

Withholding on dividend distribution: 13%

Plus:
 Elimination of the “equalization tax” for earnings generated as from January 

1st 2018.
 Constructive dividends
 No application of inflation adjustment unless certain conditions are met



RELEVANT TAX MATTERS

2. Capital gains tax 

Sale or disposition of shares/equity in an Argentine legal entity:

 15% on the difference b/w sale price and basis or

 13.5% on the sale price (presumed taxable base)

Indirect sales

The sale of shares of a foreign entity by a non Argentine resident will be 
deemed Argentine source income (taxable in Argentina) if:

 30% of the FMV of the shares at the moment of the sale or in the prior 
twelve-month period derives from the value of the goods indirectly owned 
(located in Argentina) and

 The stock sold represents at least 10% of the assets of the foreign entity 
(interest holding by spouse and controlled companies is also considered for 
these purposes)



RELEVANT TAX MATTERS

3. New Fiscal Transparency rules
Income obtained by Argentine residents who have control over:

 Trusts, foundations and similar vehicles set abroad

 Legal entities without legal personality established abroad

 Legal entities with legal personality established abroad

Subject to certain conditions,  Argentine residents

must pay income tax in Argentina in the fiscal year

where the fiscal year of the vehicle/entity ends - No

more tax deferral is allowed



RELEVANT TAX MATTERS

4. New concept of Permanent Establishment

Similar to the PE definition of the OECD Model Tax
Convention but with a broader scope

Eg.: a building site, a construction, assembly or installation project or 
supervisory activities in connection therewith, but only where such site, 
project or activities continue for a period of more than six months (=         )

+ Income Tax Law: outsourcing from related entities will be taken into
consideration in order to calculate the 6-month period



RELEVANT TAX MATTERS

5. New Definition of Tax Havens

Two different definitions:

1) Non-cooperative countries – No exchange of 
information treaty / Non effective exchange of information

2) No or low tax jurisdictions: jurisdictions where the
maximum income tax rate is lower than 60% of the
Corporate Tax rate provided in the Argentine Income Tax
Law



RELEVANT TAX MATTERS

6. New thin capitalization rules
 Thin cap rules apply to loans granted by Argentine residents and non-Argentine residents to 

Argentine related entities. The Income Tax Law provides a very broad concept of related parties

 Interest deduction cannot exceed the highest of:

o The annual amount to be set by the Regulations (which have not been enacted yet) or

o 30% of the net income of the relevant fiscal year before interest deductions and depreciation 
expenses

 The remaining difference in favor (i.e. interest deductions below the threshold) generated in the 
last three years can be carried forward

 The accumulated interest which cannot be deducted can be added to the interest to be deducted 
in the following five fiscal years

 Interest payments are subject to Income Tax withholding regardless of their deductibility

 For purposes of the thin cap rules the term “interest” includes foreign currency losses (and also 
indexation as long as the regime on inflation adjustment provided in Article 95 of the Income Tax 
Law does not apply)



RELEVANT TAX MATTERS

6. New thin capitalization rules (Cont.)
Thin cap rules do not apply:
(i) To Financial institutions regulated by Law 21,526 (Argentine Law on Financial 
Institutions);

(ii)To Financial trusts; 

(iii)To Companies which have as their main activity leasing transactions; 

(iv) For interest amount not exceeding the amount of active interest;

(v) When it can be demonstrated that for the relevant fiscal year the ratio between 
the interest and the net income is less or equal to the same ratio of the economic 
group -to which the Argentine entity belongs to- with respect to loans granted by 
independent parties, according to the requirements set forth in the regulations 
(which have not been enacted yet); 

(vi) When it can be demonstrated that the lender has effectively paid the tax on such 
interest according to the Argentine Income Tax Law, subject to the requirements set 
forth in the regulations (which have not been enacted yet). The main goal of this 
provision is that thin cap rules apply in a DTC context



RELEVANT TAX MATTERS

7. Changes for Non-Argentine Residents (individuals/entities)

 Still enjoy from tax exemptions:

o Exemption on capital gains for quoted stock (in 
Argentine Stock Exchange)

o Interest and other income from public bonds, 
negotiable obligations, certain investment funds, 
ADR; (except LEBAC)



RELEVANT TAX MATTERS

Value Added Tax Law
Companies are entitled to claim the reimbursement of accumulated 
VAT credits from the purchase, elaboration or import of fixed assets 
(except cars) which could not be offset against VAT debits for a period of 
six months according to a new mechanism which is yet to be regulated

The fixed assets must be those which can be subject to depreciation 
according to the Income Tax Law

At the moment of the claim the assets must still belong to the Company

The reimbursed amount should have been creditable against the VAT 
debit in a term of 60 months (resolutory condition) 



RELEVANT TAX MATTERS

Other Taxes to be considered when investing in Argentina

Federal level

Tax on debits and credits from Bank Accounts – 0.6% (1.2) –
33% can be offset against Income Tax

Provincial level

Gross Income Tax

Stamp Tax

Municipal level

 Municipal taxes (constitutional dilemma as they usually exceed 
cost of service provided)



RELEVANT TAX MATTERS

Other Taxes to be considered when investing in Argentina

Social security contributions

Dependent labor relationship

 Contribution to be borne by employee: 17% (w/cup)

 Contribution to be borne by employer:

Industrial activity:17.50%

Commercial activity and Services: 20.70%

The tax rates will converge as from 2022

Non resident and resident directors of legal entities incorporated in 
Argentina as well as branchs have to contribute to the social security
as “autonomous” (fixed amount per month)
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