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	Political organization




The Republic of Argentina is organized as a federal republic. The country is divided into provinces, in turn divided into municipalities, each with its own government. At both, the federal, the provincial and the municipal level, the members of the Executive and the Legislative Branch are elected through general elections. 

There is a Federal Constitution and each province enacts its own provincial constitution. According to the Federal Constitution, each province shall have its own constitution under the republican system in accordance with the principles, representations and guarantees provided for in the Federal Constitution. 

The structure of the Federal Government is divided into: the Executive Branch, the Legislative Branch (Congress) and the Judicial Branch.

The Executive Branch is formed by the President. Although there is a Chief of the Cabinet of Ministers, the Argentine political system is strongly based on the President’s powers.

The Argentine Constitution sets forth that -among other duties- the Chief of the Cabinet of Ministers has the following responsibilities: to provide for the collection of the Argentine income and to execute the federal budget, to attend the Congress sessions and to take part in the debates.
The provinces have the same organizational structure as the Federal Government, i.e., an Executive, a Legislative and a Judicial Branch. Although the Republic of Argentina has a federal regime where the provinces are self-regulatory entities, the powers of the Federal Government are particularly broad.

	Constitutional Rights and Principles




The Argentine Constitution contains the declarations and guaranties of the most important rights. According to its text, such Constitution is the Argentine supreme law, and thus it shall prevail in case of conflict with other federal or local laws. 

Under the constitutional reform of 1994, there are ten treaties specifically listed in the Argentine Constitution having a constitutional hierarchy, and which shall be supplementary to the rights and guaranties acknowledged in the Argentine Constitution. Among such treaties we may mention the American Declaration on the Human Rights and Duties; the Universal Declaration of Human Rights; the American Convention on Human Rights and the International Pact of Economic, Social and Cultural Rights; the International Pact on Civil and Political Rights and its Protocol.
Also, the constitutional reform has specified that the other international treaties rank higher than the laws, and therefore, in case of conflict between a treaty and a federal or local provision the treaty shall prevail.
As regards the representations, rights and guaranties included in the Argentine Constitution, there are the most basic personal rights, including, among others, the right to work at and take part in lawful businesses, to use and dispose of property subject to the laws regulating the exercise thereof; the property right, subject to which no one can be deprived from such property without a judgment based on a law; the legality principle, according to which no one can be obliged to do anything which is not mandatory under the law, neither deprived of what the law does not prohibit; the principle of tax legality, according to which, taxes must be imposed by the Congress; the principle of equality, according to which all the inhabitants shall be treated equally under the law and the right to defense, according to which no inhabitant of the Republic of Argentina may be subject to a penalty without a prior judgment grounded on a law passed before the fact subject matter of the proceedings.
The Constitution further specifies that in the Argentine territory, foreigners have all the civil rights of a citizen; they may take part in businesses, commercial and professional activities; they may own real property, purchase and sell them; and they are not obliged to pay extraordinary and mandatory contributions.
As in every country in the world, the constitutional provisions must be respected and contemplated in all legal regulations, private and government acts. However, in the events in which such rules are deemed violated, the Argentine inhabitants are guaranteed access to justice aiming at obtaining the rectification or remidialum of such violation, since the courts are the ultimate interpreters of the Argentine Constitution.
	Corporate matters




Commercial Companies and Branches

There are basically three kinds of legal entities through which commercial activities are carried out in Argentina: corporations (sociedades anónimas), limited liability companies (sociedades de responsabilidad limitada) and branches of foreign companies (sucursales de sociedades extranjeras). The regime applicable to such legal entities is regulated by Partnerships and Corporations Act (Ley de Sociedades Comerciales) No. 19550.
Corporations
Corporations in Argentina have the following main characteristics:

Shareholders
A minimum of two shareholders is required. Partnerships and Corporations Act does not establish minimum or maximum amounts of capital or percentages that a person should own in a corporation in order to be considered a shareholder. However, the current criteria of the Office of Corporations is that the maximum participation allowed to be owned by one shareholder is 95% of the capital stock. Shareholders can be domestic or foreign companies, or individuals of any nationality or residence. 

Shares
Capital stock is represented by shares. Shares must be nominative, non-endorsable and may or may not be represented by certificates. 

Capital
A minimum capital of at least Pesos 12,000 (approximately US$ 4,000) is required. However, due to Resolution No. 9/2004 of the Office of Corporations, corporate capital stock must be appropriate for the development of the corporate purpose.

Shareholders’ meetings
They are the governing body of the corporation. Unless the shareholders’ meetings are unanimously held, meetings should be notified by means of publications. Shareholders may authorize another person who is not a director, employee or surveillance officer to act on their behalf at the meetings through a power of attorney.
Board of Directors
The Board is in charge of the management of the corporation’s business. There is no requirement for a minimum number of members, consequently, the Board may be only one director, with the exception of certain corporations. However, the absolute majority of directors must reside in Argentina. 

Surveillance Officer

The surveillance officer is an officer of the corporation entrusted with the task of supervising that the corporation’s acts are in accordance with the law and the by-laws. The surveillance officer is required to be an attorney or accountant. Appointment of the surveillance officer is not mandatory, except in certain corporations.

Limited Liability Companies
The limited liability company is one of the most commonly used legal structures after the corporation. Its main characteristics are:

Partners
There must be a minimum of two (2) and a maximum of fifty (50). The same criteria explained for the corporations regarding the maximum percentage of capital to be owned by each partner is applied by the Office of Corporations to the limited liability company (i.e.: the maximum participation allowed to be owned by one quota holder is 95% of the capital). Partners can also be domestic (except corporations) or foreign companies, or individuals, and no nationality or residency requirements apply. From a US check the –box rules perspective, limited liability companies are disregarded entities.
Capital
It is represented by quotas. There is no minimum capital requirement as in the case of the corporation. However, due to Resolution No. 9/2004 of the Office of Corporations, corporate capital stock must be appropriate for the development of the corporate purpose.
Management
Management of the limited liability company is performed by one or more managers, acting individually or jointly as set forth in the articles of incorporation. As with the directors of the corporation, a manager is not subject to any nationality requirement. The absolute majority of all managers appointed by the partners must reside in Argentina, in case the managers act jointly or if there is only one manager. 

Surveillance Officer
Although it is not common, a surveillance officer may be appointed. Should the limited liability company have a certain minimum capital –currently Pesos 10,000,000– the appointment of a surveillance officer is mandatory.

Participation in the capital stock of a corporation or limited liability company: registration as a foreign company 

Foreign companies interested in incorporating local companies or in having interests in local companies must, in accordance with Section 123 Partnerships and Corporations Act, be registered with the Office of Corporations (Registro Público de Comercio). For such purpose, they must file with the Office of Corporations several documents (by-laws, articles of incorporation, corporate resolution appointing a legal representative in Argentina).

In accordance with Resolution No. 7/2003 of the Office of Corporations, foreign companies shall also inform whether the company is subject to prohibitions or legal restrictions to develop the activities related to its corporate purpose in its place of origin; and demonstrate that the foreign company complies with any of the following conditions outside Argentina:
(i) the existence of one or more agencies, branches or permanent representations,
(ii) the ownership of participation in companies which qualify as non-current assets; or
(iii) the ownership of fixed assets in its country of origin. 

Branches
Foreign companies may use a branch to perform businesses or activities in Argentina. 

Capital
There is no need for the branch to have a specific amount of capital, with the exception of branches acting in certain industries such as banking.

Management
At least one legal representative duly authorized to operate the branch must be appointed.

Accounting

The branch must have separate accounting from its head office, and must file annual financial statements with the Office of Corporations.
Branches must also comply with Resolution No. 7/03 issued by the Office of Corporations. Consequently, the same documentation mentioned in the case of corporations and limited liability companies, must be filed with such Office by the time of its registration and on an annual basis.
	Taxes, international tax planning and customs




Federal Taxes

Income tax

Argentine entities, either local companies or subsidiaries and branches belonging to foreign companies are subject to federal income tax at a rate of 35% applied on the net income (gross income less authorized deductions and amortizations). At present, the payment of dividends or profits to the shareholders or owners is not subject to income tax withholding, except when a certain ratio is exceeded: when the dividends or profits distributed exceed the net income assessed and accumulated at the closing of the fiscal year previous to the fiscal year in which distribution takes place. In such case the tax withholding would be 35% over the amount exceeding the ratio. Tax losses may be carried forward for a five-year term. 
In 1998 Argentina incorporated thin capitalization rules, but they do not apply in all cases and are not at present applicable (among others) to loans granted by non-financial foreign companies to their subsidiaries. 

Treaties for the avoidance of double taxation are in force with Canada, Australia, Great Britain, Sweden, Bolivia, Germany, Brazil, France, Austria, Chile, Italy, Spain, Finland, Denmark, Belgium, Netherlands, Norway and Russia. Treaties were also signed with the United States of America and with Switzerland in 1981 and 1997 respectively, but same have not been ratified and have not entered into force. 
Value Added Tax (V.A.T.)

General comments

This federal tax is applied on the sale of goods, the rendering of services and the importation of goods. The tax rate is 21%. 

The difference between VAT credits and VAT debits must be paid to the Argentine Tax Bureau monthly. VAT credits may be carried forward without time limit.

Particular Aspects of Oil Activity

Joint ventures and other sorts of associations are considered VAT taxpayers. As regards VAT, such associations are deemed to be independent entities from its members. Therefore, transactions between the ventures and its members are deemed levied transactions.
Tax on Minimum Presumptive Income

This tax levies the assets owned, amongst other cases, by local companies, subsidiaries and foreign companies´ branches. The tax rate is 1%. 

This tax may be compensated with income tax. 

Tax on Personal Goods

This tax is, as a general principle, applied only to individuals resident in Argentina. However, a company may have to pay this tax in the following cases:
___________________________________________________________________________
Shareholding, Quota Holding or Interest-Holding

Local companies must pay this tax annually with respect to the value of the shares, quotas or interest held by foreign individuals or entities, valued at their proportional net worth value existing on the financial statements closed on 31st December of the corresponding fiscal year. The tax rate is 0.5%. 

The Argentine company paying the tax is entitled to obtain reimbursement from the shareholders even through a withholding or the foreclosing of the corresponding shares. 
Direct Asset Holding

Assets belonging to a foreign company or entity must pay this tax if such company or entity is considered “off-shore” (i.e.: when the shares of the company are not nominative).  In this case the tax rate would be 2.5%. This criterion does not apply if the foreign company is an insurance company, an open investment fund, a pension fund or a financial or banking entity which home office is located or incorporated in a country which central bank or equivalent entity adopted the international supervision standards of the Basel Committee Bank.
The Argentine company paying the tax is entitled to obtain reimbursement from the shareholders even through a withholding or the foreclosing of the corresponding shares
Export Duties

As from the enactment of Law No. 25,561 (Economic Emergency Law, dated January 6, 2002) export duties on hydrocarbons were established. The rates have varied as time went by, and they have been used, in practice, as regulators of economic policy, and now reach rates exceeding 45% for crude oil and 100% for natural gas.
 
Such export duties have been also applied to other products, although to a lesser extent. Among the products taxed with these duties we may mention the minerals not subject to a prior tax stability (between 5% and 10%), agricultural products and machinery and equipment in general.
Provincial Taxes

Gross Income Tax

This local tax is applied on the gross income derived by entities or individuals that carry out economic activities within the territory of a province. The tax rates vary depending on the activity and the province, but generally range between 1% for primary activities, 3% for trading and 4% for financial activities or intermediation. 

Stamp Tax

General Comments
Stamp tax is a tax that levies agreements which are either executed within the territory of a province or which produce effects in it. The tax rates vary depending on the sort of agreement and the province. Most fiscal codes set forth that agreements will be levied with the tax when they are either formalized (i.e.: signed by the parties or in a public deed) or executed by exchange of letters. Consequently, it became a common practice amongst numerous companies to execute agreements with acceptance by way of action. Generally, the action consists of a bank deposit or the delivery of a certain product to which the agreement refers. At present, the only province that has expressly levied agreements executed with an acceptance by way of action is Tierra del Fuego. 

	Labor, social security and Migrations Matters



Personnel employment

Employees working in the Republic of Argentina shall be subject to the Argentine labor and social security laws. 

Employment of personnel may be made on a temporary or permanent basis.

The employment relationship may be terminated by making severance payments.

Personnel employment shall be subject to the laws in force and the collective bargaining agreement corresponding to the company’s activity. Their application is mandatory.
There are minimum standards of working conditions that must be observed. Such standards include salaries, work day and personnel benefits.
Work day

The work day has a daily limit of 8 hours and a weekly limit of 48 hours. In the event that the operating needs of a plant may require a different work day, it may be possible to pay overtime for the excess of the work day or to implement team-work in rotating shifts.
Labor accidents

In Argentina there is an integrated system of work risks coverage, established by Work Risk Law (Ley de Riesgo de Trabajo). This system obligates employers to take out a Work Risk Insurance Company (Aseguradora de Riesgo de Trabajo). The Work Risk Insurance Companies have the double function of a preventive work to avoid the occurrence of work accidents and occupational diseases, and to indemnify and give medical and pharmaceutical treatment to those workers suffering any kind of labor accident.

Costs

The social security costs (retirement and health care system) are payable both by the employer as well as by the employee: 23% to 33% (depending on the activity) payable by the employer, 13% payable by the employee. Percentages are calculated on gross remuneration.

There are additional costs provided for by the collective bargaining agreement.

Directors

Members of the board of directors (or any other management body) of Argentine companies have an option not to pay contributions as employees of the company (with the relevant withholdings) and to pay taxes under the system of “independent workers” (trabajadores autónomos). This system allows that the total cost (both of employee’s contributions and of employer’s contributions) may amount to a fixed sum conditioned to the number of company’s employees, which would be an amount lower than U$S 200 per month (approximately, if the company has more than 10 employees. Whichever option is taken, the director or manager shall continue to be registered as an employee of the company.  

Contractors

The company shall be jointly and severally liable for labor and social security obligations with respect to its contractors’ personnel when they perform tasks related to the main purpose of the company. Therefore, it is important to make ongoing controls of the compliance of these obligations to avoid contingencies. 
Migration proceedings

In order to develop remunerated tasks in Argentina, an entrance permit must be obtained which permit is delivered for a one-year period, renewable for three periods, until a definitive residency is obtained after the fourth year. The proceedings to obtain the Argentine Visa are simple. The type of Visa must be chosen taking into account the duties to be performed by the person.

The most common modalities are the following:


(i)
under a labor agreement in an Argentine company, or

(ii) as legal representative of a foreign company.
	foreign exchange regulations




Since December 2001 and as a consequence of the financial and economic crisis, the Argentine government put into practice several foreign exchange controls that limit the free flow of foreign currency in and out of the country. 

Those controls have been significantly eased throughout the last couple of years. 

In short, the current situation is as follows:

· Dividends: free remittance. 
· Debt’s principal and interest: free transfer – at maturity – had the loan been previously informed to the Argentine Central Bank in compliance with applicable Central Bank’s regulations. Extensions shall also fulfill Central Bank’s requirements in order to make free transfers abroad. 

· Imports: free transfer. 
· Exports: exception made of certain situations – such as mining and hydrocarbons exports – foreign currency has to be sold in the local exchange market within a certain term, as set forth by Argentine Central Bank. 

Central Bank regulations provide for free transfers abroad of Argentina of up to US$ 2 million. The purpose of such transfers shall be: real estate investments, loans granted to non residents, direct investments of residents, companies’ portfolio investments and other resident’s foreign investments. These investments are identified in the regulations by the name of “Long term foreign assets”.

In order to control the flow of foreign currency into Argentina so as to keep a competitive exchange rate, the Government put into place regulations through which foreign currency brought into Argentina is subject to a 30% withholding by means of a no interest US Dollar-denominated one-year Bank deposit.  

The main exceptions to said withholding obligation are the following:

· Foreign direct investments (defined as the holding of 10% or more of a Company’s stock). 

· Foreign financial indebtedness engaged for the purpose of purchasing non financial assets in Argentina provided that such indebtedness is engaged for a time period not exceeding two years, including in its calculation the payment of principal and interests. The term “non financial assets” means: (i) investments made on fixed assets; (ii) intangibles for mining costs; (iii) research and exploration expenses; (iv) purchase of exploitation rights booked as “intangible assets”; (v) investments in assets similar to intellectual property rights booked as “intangible assets”. 

· Investments aimed at the purchase of real estate by non residents in Argentina.

· Indebtedness engaged with multilateral and bilateral credit entities either directly or through their related agencies.

· Other foreign financial indebtedness, aimed at the purchase of foreign currency to cancel principal of foreign indebtedness and/or to create “Long term foreign assets” (as said term is defined above).   

· Purchase of goods and services to be registered as inventories provided that those are not financial assets.

	Environmental matters




The right to a healthy environment is specifically protected by the Federal Constitution. To such effect, the Constitution states that every inhabitant of the Republic of Argentina is entitled to an environment that is healthy, balanced and apt for human development.
The Federal Constitution provides that the Federal Government shall issue the regulations containing the minimum protection requirements and that the provinces shall issue those regulations necessary to supplement those passed by the Federal Government.

In 2002, the Congress enacted Law No. 25.675 by which:

· it sets forth the principles of the environmental policy;
· it provides that any activity that might materially damage the environment or some of its components, or that negatively affect the population’s quality of life, will be subject to a previous environmental impact evaluation;
· it sets forth the obligation to have in full force and effect an insurance policy materially enough to guarantee the financing of the recomposition works;
· it provides that when the recomposition is not technically feasible, the compensation that a Court might establish shall be deposited in an Environmental Compensation Fund –created by the law– notwithstanding other judicial actions that might be applicable;
· it establishes that liability will only be released by providing proper evidence that, despite having adopted all the measures necessary to avoid the damage and without negligence by the responsible party, the damages were caused by the victim’s negligence or by the negligence of a third party for whom the responsible party shall not be liable. 

In addition, the Federal Constitution forbids the admission of actual or potential hazardous wastes into the country as well as radioactive wastes. 

The Federal Constitution provides for injunctive relief protection against any action or omission of public or private authorities that actually or imminently impairs, restricts or threatens rights and warranties recognized by the Federal Constitution, including among others, the environment.

The Federal Constitution further provides that environmental damage triggers the priority obligation to recompose the environment. 

	Intellectual property




Trademarks are protected in Argentina by the Argentine Trademarks Law No. 22.362. The Argentine Trademarks Law defines what can be registered as a trademark (among others and with certain limitations, one or more words with or without conceptual meaning, drawings and images). 

The Law states that a registered trademark lasts as such for a ten-year term. The term can be extended indefinitely for periods of ten years each if the trademark has been used within the five-year period prior to lapsing, in the marketing of a product, in the rendering of a service or as part of the identification of an activity. 

The lapse of trademark registration is of five years, i.e., the registration of a trademark may be declared as lapsed if the trademark was not used within five years before the filing for such declaration is made. 

Patent protection in Argentina is governed by Law No. 111 as well as by the 1883 Paris Convention for the protection of industrial property.
According to the Law, patents can be granted for a five, ten or fifteen-year period in accordance with the merit of the invention and the intention of whom requests the registration. Furthermore, the revalidation of a foreign patent is issued for a ten year period, though in no case it shall exceed the term granted for the original patent, with which it will expire. 
Patent’s registration expire after two years of not being used.

	Consumer protection




Consumer’s rights in Argentina are constitutionally-protected. In addition to the provisions set forth in the National Constitution, Argentine Consumer Law No. 24,240 includes various clauses intended to protect consumer’s rights and to empower the consumer with effective legal actions and remedies against violations and abuses of its rights.

With regard to product liability, the Argentine Consumer Law provides that if the damage to the consumer derives from the fault or risk of a product or service, the producer, the maker, the importing company, the distributor, the supplier, the seller and the one who has put its trademark in the product or in the service will be held jointly and severally liable. 

Under the Argentine Consumer Law, violations to consumer rights are subject to administrative proceedings whereby the consumer may reach a settlement aimed at obtaining relief for the breach of its rights. Furthermore, administrative authorities are entitled to impose sanctions – fines, business closure, loss of concessions, etc. – on those who have breached consumer rights. Eventually, the consumer whose interests were damaged or threatened is entitled to seek proper redress or protection by filing legal actions with the Courts.

	Antitrust Regulations



The Argentine Antitrust Law No. 25.156 prohibits and punishes acts that limit, restrict, falsify or distort competition, or the access to the market, or represent an abuse of a dominant position in the market, which may result in damages to the “general economic interest”. Furthermore, the Argentine Antitrust Law provides for certain rules that regulate mergers and acquisitions by submitting them to a process of prior governmental authorization. 

Mergers and acquisitions where the aggregate amount of the business of the involved companies exceed Pesos 200 million (i.e., approximately US$ 65 million at current exchange rate) are subject to the Law’s enforcement authority’s (the Argentine Antitrust Commission) previous authorization. Some transactions are exempted from said authorization; among them, the acquisition of a single company by a single foreign company having no assets in Argentina or shares of other companies in Argentina; or the acquisitions of companies of which the purchaser already owned fifty per cent (50%) of the shares.
In deciding on a given transaction subject to authorization under the Argentine Antitrust Law, the National Antitrust Commission may authorize the transaction, subject the transaction to certain conditions or deny the authorization. 

	Litigation and Arbitration



According to Argentina’s federal organization, lawsuits may be brought in provincial or federal courts. The choice depends on the applicable law. Some matters are reserved by the Argentine Constitution to federal laws, and only federal courts are competent to hear them.

Due to the country’s federal organization, each province has its own judicial branch, and there is also a federal judicial branch, with courts of original jurisdiction and of appeal throughout the Argentine territory.

The head of the federal judicial branch is the Supreme Court of Justice, which was inspired in the American Supreme Court, and has a similar jurisdiction. Cases brought in provincial courts can also resort to the Supreme Court via writ of certiorary (Recusrso Extraodinario Federal) if a federal question arises during the proceedings.

Argentina’s constitution and laws contain all the most common judicial warranties such as the writ of mandamus (amparo action), habeas corpus, etc.

Arbitration, both at national and international level, has become very common in Argentina, especially for contracts with international point of contact. ICC, AAA and UNCITRAL rules are often referred to in those contracts.

Under the Argentine law, choice of law in matters where public policy is not involved is widely admitted. As to jurisdiction, the principle is that except for those few cases where the jurisdiction of Argentine Courts cannot be expanded, parties are entitled to choose foreign courts with regard to those matters that have international point of contact are and are only monetary in native.

	Foreign investment protection




In the 1990’s, in order to attract foreign direct investment, Argentina entered into several Bilateral Investment Treaties (BITs) with developed and developing countries.
Argentina has ratified several bilateral investment treaties, including treaties with USA, Canada, United Kingdom, Germany, Switzerland, France, Poland, Sweden, Spain, Italy, Luxembourg and Belgium. It has also ratified the Convention on International Arbitration and the Convention on the Settlement of Investment Disputes between States and Nationals of Others States. 
Through BITs, foreign investment is protected against discriminatory treatment. As a result of measures taken by the Argentine Government during the 2001-2002 crisis, various foreign companies that had economic interests in the Republic of Argentina filed complaints against Argentina alleging violations of applicable BITs. Those claims, some of which are still being pursued according to ICSID and UNCITRAL arbitration procedures, have made Argentina the most named defendant in this type of litigation under BITs. 
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