Audit / Tax / Advisory . . - : Smart decisions. Lasting value.




INntroduction

Welcome to the Crowe Global
“Doing Business in Latin America: 2019: Argentina” guide.

This guide forms a part of the “Doing Business in
Latin America 2019” series and provides a quick
reference for those interested in investing in Argentina.

While it is not exhaustive, this guide aims to answer
some of the key questions that may arise.

When specific issues arise in practice, it will often be
necessary to consider the relevant laws and regulations
and to obtain appropriate professional advice.

The guidebook will cover the following topics:
¢ General Information

e Population

e GDP Map

e Government and the Economy

e Tax Structure

e Foreign Investment



About Crowe Global

Crowe Global is ranked among the top 10 global
accounting networks with more than 150 independent
accounting and advisory services firms in over 100 countries
around the world.

Crowe Global member firms are committed to impeccable
quality service, highly integrated service delivery
processes and a common set of core values that guide
decisions dalily.

Each firm is well-established as a leader in its national
business community and is staffed by nationals, thereby
providing a knowledge of local laws and customs which
is important to clients undertaking new ventures or
expanding into other countries.

Crowe Global member firms are known for their personal
service to privately and publicly held businesses in all
sectors and have built an international reputation in the
areas of audit, tax and advisory services.

www.crowe.com.ar
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About Our Firm

Crowe, a member of Crowe Global, is

a group of more than 450 professionals
that since 1940 has been operating in the
Argentinean Market offering high quality
services for the different market realities
in which its businesses are developed.

To deal with its varied and wide range
of clients, the Crowe group relies on its
different business units, groups of highly
qualified teams of professionals, and

its correspondents in Argentina’s main
economic centers.

By combining excellent technical ability,
a high level of commitment, cutting-edge
technology and the support of an
International Network, Crowe offers its
clients growth-oriented personalized
services.

The Best Alternative to the
Big Four

Ask your shareholders what they think
about the market economy and how
reliable their financial reports are. Recent
news on financial scandals and
corporate frauds have shattered
investors and shareholders” trust and
have resulted in many new regulatory
requirements and accounting changes.

Additionally, recent changes in several
regulations have put an emphasis on
improving the way corporate practices
are regulated, which requires a clear
distinction between audit and consulting
services.

www.crowe.com.ar

Crowe offers to your company:

¢ Independence: We keep our
consulting and audit commitments
strictly apart in order to help our clients
secure their shareholders” trust.

e | eadership in our areas of excellence:
Crowe Horwath is considered a market
leader by several key sectors.

¢ Professional staff: Our teams are
composed of experts in our areas of
excellence, who have the necessary
experience and expertise to work
effectively in the industry’s different
segments. Besides, our association
with Crowe Global allows us to provide
our services worldwide.

e Proven success in large companies:
We are very experienced at dealing
with our client’s big commitments in
different business segments. The
number of commitments we undertake
rises year after year.

Doing Business in Argentina

Our Mision

The mission of Crowe is to proactively
provide reliable business solutions of
high added value, tailored to our clients’
needs. We strive to integrate people,
processes, products and interdisciplinary
professional services in Audit, Consulting
and Technology & Know-how Transfer of
global excellence. Our relationship with
our clients is based on trust and
commitment, creating tenable value for
all the parties involved.

Our Vision

Our Vision is to become a
customer-oriented company,
acknowledged as one of the best at
providing integrating and effective
business solutions. We want to be known
for our international competitive capacity
our endurable actions and our members’
high and proud sense of belonging,
constantly working towards the
development of an organizational culture
focused on individual and social
well-being.

Our Values

Ethics, Loyalty, Responsibility,
Competence, Tolerance, On-going
Learning, Prudence, Creativity, Honesty,
Respect, Integrity, Proactivity,

Win-Win thinking, Teamwork,
Humbleness and Diversity.
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01. Overview

e ARGENTINA

Politics & Government

System of Government:

Federal republic with three branches of
government. Executive (President),
Legislative (Congress) and Judiciary
(Supreme and lower courts).

Federal Government:

The country is divided into 23 provinces plus
the autonomous city of Buenos Aires.
Provinces have their own constitutions and
executive, legislative and judicial branches
of government. In addition, each province is
divided into administrative units

(i.e. municipalities) which are not
autonomous but have their own budgets and
administrative structures.

Congress:

Divided into two houses: the Senate and

the House of Representatives. Members are
elected by popular vote.

In the case of the Senate, three members are
elected per province for six-year terms.

In the House, the number of members
elected is proportional to the population of
the province, and members are elected for
four-year terms.

Presidential elections:

Held every four years in a variation on the
two-round system: a candidate wins if he /
she receives either 45% of the vote or 40%
of the vote and is 10 percentage points
ahead of the second-placed candidate.

If these conditions are not met, a run-off
takes place.
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Demographics

Population:
40,117,096
inhabitants

100 females vs 94.8 males

Annual
Population
growth rate:
0.99% (2016)

Human
Development
Index (HDI) 2015
2nd in Latin America
and 45th worldwide

Literacy
Rate™:
98%

English
Proficiency™:
High

Doing Business in Argentina

Population density:
10.7 persons per km?
91% urbanized

Age distribution:
25.5% under 15

64.3% between ages 15-65
10.2% over 65

Official Language:
Spanish

Completed
University Level**:
7%

*Age 10 and over can read and write / **Share over population
aged 20 and over / ***Source: EF EPI English Proficiency Index

(Education First).



GDP and Economic Activity

Real GDP growth
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I Public administration and defense

I Teaching, health and social services

I Social and health services

Il Other community, social, personal and domestic services
I Private households with domestic service

Source: own elaboration based on INDEC.

Doing Business in Argentina

Argentina is Latin-America’s 3rd largest
economy in terms of Purchasing Power Parity.

In 2016, its nominal GDP in dollars reached
544.7 billion (879.4 billion PPP) and nominal
GDP per capita was close to US$12,500
(US$ 20,700 per capita in PPP terms)

The country has grown at an
annual average rate of 2.1%
in the last 10 years (2006-2016).

Argentina has a highly diversified economy.
The primary sector is internationally renowned
for its high productivity levels and use of
advanced technologies. The country's
well-developed industrial base includes key
sectors such as agribusiness, automotive,
pharmaceuticals, chemicals and
petrochemicals, biotechnology and design
manufacturing. The service sector is the
largest contributor to total GDP, accounting for
over 50%.

3 Source: IMF (according to the World Bank, GDP
in 2014 was USD 548 Billion).

4 .
Source: IMF. 7



Argentina is a leading producer of
foodstuffs: the third worldwide producer
of soybeans, soymeal, soybean oil and
corn, the fourth largest producer of
sunflower (seed, meal and oil) and
sorghum, the seventh largest producer of
barley, and the twelfth producer of wheat.?

Argentina boasts the world’s
fourth-biggest shale oil reserves, and the
second-biggest shale gas reserves. Other
valuable natural resources include gold,
copper, lead, zinc, natural borates,
bentonite, clays, and construction stone.

The leading industrial sectors in terms of
gross value of production are: food
processing, beverages, chemicals and
pharmaceuticals, motor vehicles and auto
parts, coke fuel, oil refining, and nuclear
fuel manufacturing.

With respect to services, sectors with the
largest share in gross value added include
wholesale, retail, and repairs; followed

by transport and communications. The
service sector leads the labor market as
the largest job creator.

www.crowe.com.ar

The provinces are usually

e

del Estero

grouped into regions:

Catamarca Santiago

".
)
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CUYO

Mining: gold, silver, copper. Wine, dried fruit.
Renewable energy.

CENTER

Agricultural products: soy, wheat, maize, sunflower, peanut.
Cattle raising. Automotive industry. ICT. Real estate.
Agricultural equipment

PATAGONIA

Fish. Fruit. Petroleum /shale oil/ shale gas

NORTHWEST

Agricultural products: soy, maize, sugar cane.
Mining: gold, silver, lithium, potassium.
Renewable energy. Gas.

NORTHEAST

Agricultural products: rice, soy, maize, yerba mate, tea.
Forestry. Citrus industry.
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Foreign Trade

Foreign trade, US$ million
[ Trade Balance
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Source: own elaboration based on INDEC.

Except for 2015, the trade balance has been positive since 2002. In these 14 years,
exports have shown a 212% increase in nominal dollar terms.
During the same period, imports have increased by 650%.

www.crowe.com.ar



Foreign trade by partner:

Exports 2016
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Argentina's main trade partners are Brazil, China

and the United States, both for exports and imports

of goods. Of the products sent to Brazil, 63% are
industrial manufacturing products, 59% of which are
vehicles.

The main products exported to China are
soybean-related products (over 63%), while the main
items sent to the United States are biodiesel (26%) and
wine (6%).

Doing Business in Argentina

Imports 2016
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On the import side, Argentina buys mainly vehicles from
Brazil (46% of its total imports), electrical and electronic
equipment from China (33%), and mineral fuels, mineral
oils and mineral waxes (17%) from the United States.

www.crowe.com.ar
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Service Balance
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Historically, Argentina has had a negative trade balance of services. But two items have
been showing positive balances (i.e., exports higher than imports): business,
professional, and technical services, and computer and information services. Recent
years have seen a consolidation of export-oriented services companies mainly due to
the human talent available in the country

www.crowe.com.ar
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Public Sector

Government revenue has been stable at around 21% of GDP over the last ten years
(2006-2016). Tax collection accounts for more than half of this, social security income
for one third, and the rest comes from capital resources, property income, current
transfers and sales of goods and services.

On the other side, Government spending as a share of GDP has grown from 18% in
2006 to 25% in 2016. More than 75% of expenditures are concentrated in 3 areas: 50%
are salaries and social security expenses and around 25% are transfers to the

private sector.

Gross tax burden, including national, provincial and municipal taxes (which is defined as
the percentage ratio obtained by dividing total tax revenue by GDP), reached 32.1% in
2016, 6.9 percentage points higher than in 2006.

During 2016, the National Government set out the path for adjusting the fiscal deficit in
a gradual fashion. Forecast figures for primary fiscal deficit in terms of GDP are: 4.2%
for 2017, 3.2% for 2018, and 2.2% for 2019.

After more than 14 years, in April 2016, Argentina exited from its debt default. This has
allowed the country to reduce country risk and regain access to the international capital
markets. The main performing government bonds are Discount 2033 (DICA), BONAR
2017 (AA17), BONAR 2019 (AMX9), BONAR 2024 (AA24), Discount 2033 (DICY).

Taxes share % in 2015

VAT
I Social Security Revenues
28% I Income Tax
I Export & Import Taxes
I Others

18.84%

6%

Source: own elaboration based on MECON.
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Foreign trade, US$ million

Income and expenses to GDP ratio

Current income
Current Expenses
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INFLATION TARGETS (BCRA)

2017 2% to 17%
2018 8% to 12%
2019 3,5% to 6,5%

Monetary Policy & Capital
Flows

The Central Bank of Argentina (BCRA for
its acronym in Spanish) is responsible for
monetary policy.

Its purpose is to promote monetary
stability, financial stability, employment,
and economic development with social
equity (within the framework of the
policies set by the National Government).

The current exchange rate policy is a
floating regime, and the BCRA s starting
to implement a policy of inflation
targeting.

There are no restrictions on foreign
investment. No prior approval from
Argentine authorities is required, though
some exceptional restrictions apply to
sensitive areas, such as telecommunications,
defense and oil and gas. Since the new
administration took office, profits may

be freely transferred and the BCRA has

www.crowe.com.ar
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eliminated restrictions for banks to sell
foreign currency to their clients. There is a
legal system that seeks to prevent money
laundering based on the
recommendations of the FATF. BCRA has
eased several regulations which, in the
past, controlled the country's capital
inflows and outflows. Foreign investors
are not required to obtain government
permission to make investments in
Argentina. They can fully own an
Argentine company, and any investments
in shares listed on the stock exchange
require no government approval. Any
foreign companies acting as shareholders,
partners or head offices of an Argentine
company have to be registered with the
Public Registry of Commerce. In general
terms, there are no legal restrictions on
capital outflow from Argentina.

Infrastructure

Argentina ranked 109 out of 140 countries
in terms of quality of overall infrastructure,
according to the Global Competitiveness
Report, published by the 2017 World

Economic Forum (WEF).

Moreover, compared to the 2007-2008
ranking, the country has dropped 29
places, mainly due to the deterioration in
the quality of its road and railway
infrastructure. During the second

half of the year, the National Government
started to execute a major public
investment program that involves the
construction of 2,800 km of highways;
4,000 km of safe roads; 13,000 of
paving. This context presents investment
opportunities in infrastructure favored by
the possibility of accessing international
capital markets.

Argentina has 40 port zones along its

Atlantic coast:

¢ The city port in Buenos Aires is a hub for
60% of cargo containers in the country.

¢ 10 port zones in the province of Buenos
Aires.

¢ 15 port zones along the Patagonian
coast, mainly used to transport
petroleum and fish.

e 3 port zones in the province of Santa Fe,
mainly used for grain.

13



Main airports:

e Aeropuerto Internacional de Ezeiza
(Ministro Pistarini), in the province of
Buenos Aires.

e Jorge Newbery, in the Autonomous
City of Buenos Aires.

Other important airports are located in
Mendoza, San Carlos de Bariloche, and
Coérdoba.

Argentina has one of the most dynamic
mobile communications markets in Latin | y !
America and the third largest in the region I LR

after Brazil and Mexico. Mobile penetration | |I||".:'.,_

is around 140% (2016). .-# ]

Although Argentina’s broadband
penetration is the third highest in Latin
America, after Uruguay and Chile,

its average download speeds, at about
5.5Mb/s, are relatively low for the region.

64% of Argentina’s energy generation
comes from conventional sources (gas &
petroleum).

The other 36% is a combination of
hydropower (=30%), nuclear energy (~4%),
mineral carbon, firewood, bagasse,
vegetable oils, alcohol fuels, wind energy,
and solar energy.

Argentina has one of the most
dynamic mobile communications
markets in Latin America

Www.crowe.com.ar
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02. Setting up a Business

Business Types

The most commonly used investment vehicles by non-resident individuals and foreign
companies are:

Corporation (“Sociedad Anénima”), Limited Liability Company (“Sociedad de
Responsabilidad Limitada”) and Branch (“sucursal”).

The basic characteristics of each of these entities, according to Argentine law and the
regulations of the Argentine Regulatory Agency of Companies for the City of Buenos
Aires (“Inspeccion General de Justicia” or “IGJ”), are set out below.

Corporation (Sociedad Anénima, or "S.A.")

¢ Capital is divided into shares of stock. Shares must be registered and
non-endorsable. According to the rights they grant, shares may be classified into
common or preferred shares.

¢ Transfer of shares is generally unrestricted, but certain restrictions may be included in
the corporation’s bylaws or Articles of Association.

e They may have one shareholder (single shareholder corporation or “Sociedad
Andnima Unipersonal - SAU”) or more than one shareholder (multiple-member
corporation).

e Shareholders' liability is limited to their capital contributions.

The minimum capital required is ARS 100,000.

e |f foreign business associations hold shares in a corporation set up in Argentina, they
must previously file their articles of incorporation or bylaws with the IGJ and provide
evidence that these companies are doing material business abroad.

e Shareholders must hold at least one regular meeting every year for the main purpose
of approving financial statements, distributing profits, and designating directors and
statutory auditors. The Shareholders' Meeting designates a Board of Directors on (at
least) a yearly basis, made up of one or more persons. A majority of the Directors
must be Argentine residents.

e Certain stock corporations that are subject to permanent government supervision
should have their own supervisory position within the company. Depending on the
circumstances, this position may be filled by an individual statutory auditor
(sindico) or by a statutory audit committee (comision fiscalizadora) appointed at the
Shareholders' Meeting.

Single Owner Corporation (Sociedad Anénima Unipersonal or "SAU")

The New Civil and Commercial Code allows for the incorporation of a Single Owner

Corporation, a specific type of Stock Corporation. The special requirements of the SAU

are as follows:

e The SAU may only be a corporation; no other entity may be registered by a single
owner.

e The shareholder cannot be another single shareholder corporation.

e The corporate name should state Sociedad Andnima Unipersonal, or its acronym "SAU".

¢ 100% of the capital stock must be fully paid up upon incorporation and it is subject to
continuous Government audits. This means that it is required to have multiple
statutory auditors and directors.

www.crowe.com.ar
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(Sociedad Andnima or SA)

Single Owner Corporation

(Sociedad Anénima
Unipersonal or SA)

(Sociedad de Responsabilidad
Limitada or SRL)

Branch of a foreign company

(Sucursal) '

Partnerships / Joint Ventures /
Cooperating Groups /
Cooperating Consortium
Agreement / Trusts



Limited Liability Company (Sociedad de

Responsabilidad Limitada or “SRL”)

e Members limit their liability to the
par value of the membership interests
(cuotas) they agreed to subscribe.
Membership interest transfers shall be
registered with the Regulatory Agency
of Business Associations.

¢ The number of membership interest
holders shall be at least 2 and shall not
exceed 50. Foreign individuals and
entities may be registered as partners.

¢ No minimum capital required.

However, the IGJ requires that the
capital subscribed by members is
adequate in relation to the corporate
purpose.

e The SRL is managed by one or more
managers.

The appointment of a statutory supervisor
or supervisory committee is optional for
those SRLs that do not exceed a capital
amount of ARS 10,000,000.

e Similar rules apply to SRLs and SAs
regarding partners’ and managers’
liability, with a few exceptions. If more
than one manager is appointed, liability
will depend on the provisions of
the bylaws.

Members limit their liability to

the par value of the membership
interests (cuotas) they agreed to
subscribe.

Branch of a foreign company (Sucursal)

¢ These entities must be duly organized
under the laws of their country of origin,
prove the existence of their head
offices abroad, register the articles of
association or bylaws with the
Regulatory Agency of Business
Associations, and appoint and register a
legal representative.

e Branches are required to keep books
separately from those of their head
offices, and to file their financial
statements before the IGJ. It is not
necessary to allocate capital to the
Argentine branch of a company.

Other Forms of Investment Entities and
Business Participation Partnerships
(Sociedades Colectivas)

Pursuant to the provisions of General
Business Associations Law No. 19,550 (as
amended by the New Civil and
Commercial Code), all partners are jointly
and severally liable for the partnership’s
obligations once its assets have been
realized.

There is no minimum capital required and
its liquidation must be decided
unanimously by the partners.

Joint Ventures (Uniones Transitorias de
Empresas)

The purpose of these temporary
associations of business enterprises is

to develop or execute specific works,
services or supplies, within or outside
Argentina. They can also develop or carry
out activities or services that are
supplementary and accessory to the main
purpose. A non-resident corporation

may be a member of a local UTE as long
as it complies with the same registration
formalities required by the local

regulator for the incorporation of a branch
of a foreign entity.

Cooperating groups (Agrupaciones de
colaboracion)

The purpose of these groups is to create
a common organization between several
parties, either companies or individuals, to
facilitate or develop certain phases of its
members' activities, or to improve or
increase the results of such activities.

Doing Business in Argentina

As with UTEs, this type of contract-based
business integration does not create

a separate legal entity distinct from its
members.

Cooperating consortium agreement
(Consorcios de cooperacion)

These are similar in nature and
characteristics to cooperation groups;
however, their members may agree not
to be jointly and severally liable for the
obligations undertaken by the legal
representatives of the consortium.

Trusts (Fideicomisos)

Trusts, which are a contract-based
arrangement according to Argentine law,
allow partners in an endeavor to isolate
certain assets or property to be used for
specific purposes.

According to the local legal framework,
the trustee may also be the beneficiary of
the trust; however, in such cases, the
trustee must avoid any conflict of interest
and must exercise its rights favoring the
interests of all parties involved. The
trustee may not be the final beneficiary of
the trust.

In addition to the general provisions, the
law contains certain specific regulations
for some types of truss, like financial
trusts and last will trusts.

Trusts, which are a
contract-based arrangement
according to Argentine law, allow
partners in an endeavor to isolate
certain assets or property to be
used for specific purposes.
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Regulatory Framework

Financial activities

Pursuant to Financial Entities Law No.
21,526 (FEA), which governs banking and
financial activities in Argentina, the Central
Bank is responsible for a) regulating and
supervising all financial institutions, b)
authorizing the operation, merger and
transfer of the banking aspects of financial
institutions, and c) authorizing the
establishment of foreign bank branches
and representative offices.

Insurance activities

According to Law No. 12,988 (as
amended) only insurers duly authorized
by the Argentine Insurance Regulatory
Agency (SSN) may insure persons, goods
and any other insurable interest of national
jurisdiction. In addition, Law No. 20,091
establishes that the following types of
business entities may perform insurance
activities in the country:

a) Corporations (SA), cooperatives, mutual
organizations which are incorporated and
domiciled in Argentina;

b) Branches or agencies of foreign
insurance companies, cooperatives and
mutual organizations, which have been
allocated local capital;

c) Government-owned entities, whether
national, provincial or municipal.

Capital Markets regulations

The Argentine capital market is governed
by Law 17,811 (as amended by Law

No. 26,831) (the “Securities Law”), which
established the rules for the public offering
regime. In addition to the general rules set
forth by law, the Argentine Securities
Exchange Commission (CNV) completed
the regulatory framework through
Resolution No. 622/2013.

In general terms, the Securities Law
reflects most of the provisions introduced
in Decree No. 677/2001 on Transparency.
All agents or issuers shall be duly

authorized and registered with the CNV
and must comply with the requirements
determined by the CNV.

Oil and Gas

Exploration and production activities are
regulated by Law No. 17,319, as amended
(the “Hydrocarbons’ Law”), and by
subsequent regulatory decrees and
resolutions. Hydrocarbon exploration,
development and production require an
exploration permit or a production
concession granted by the federal
government or a province, depending on
the location of the reserves.

Law No. 13,660, enacted in 1949,
provides the basic legal framework for
downstream activities, which must also
comply with provincial and municipal
regulations regarding technical, safety and
quality standards.

In order to obtain an exploration permit
or a production concession, the applicant
must go through a competitive bidding
process. Once it is granted, it may be
assigned with the grantor’s approval.

To be able to qualify for concessions or
permits, all applicants must be registered
with the Ministry of Energy & Mining and
with any relevant provincial authorities
as an oil company. In order to transport
hydrocarbons through pipelines, any
individual or legal entity must hold a
concession granted by the federal or
provincial authorities.

Mining

Mining activities in Argentina are governed
by the Mining Code, enacted in 1886 as
Law No. 1919, as subsequently amended
on several occasions. Local and foreign
individuals and legal entities may be
granted a concession to explore and
develop the minerals in a specific area. As
per the fees that the concessionaire must

Doing Business in Argentina

pay for the concession granted, an

annual royalty is established by the
Argentine Congress which must be paid
to the federal government or the provincial
government, depending on the jurisdiction
where the mine is located.

Mining activities have special tax
incentives that should be carefully
analyzed during the decision-making
process for a new investment in the area.

Energy and Natural Resources

The electricity sector was reformed and
privatized in 1992 by the federal and pro-
vincial governments.

At the federal level, the legal framework
consists of Law No. 24,065 and
implementing regulations 1398/1992 and
18619/95, among many other decrees
and resolutions from the regulatory
agencies.

This legal framework created four vertical
divisions within the electricity sector:
generation, transmission, distribution and
demand. To supplement the general legal
framework in the electricity sector, in
December 2006 and in October 2015 the
Argentine Congress passed Laws

No. 26,190 and 27,191 that set the rules
governing the generation, co-generation
and self-generation of electricity from
renewable sources of energy.

The regulatory framework under
“renewable sources of energy” includes
the following: solar power, wind power,
geothermal power, tidal energy, hydraulic
power and biomass power, among others.
The regulatory framework grants certain
tax benefits to the individuals or entities
in charge of qualified projects. In order to
obtain these benefits, applicants must
file their projects before the Ministry of
Energy & Mining and receive a Certificate
of Qualification into the “Renewable

Sources of Energy Program”. 18



Intellectual Property
Protection

Trademarks
and Trade
Names

Copyright

Industrial Patents
Designs and and Utility
Models Models

Pharmaceutical
Patents
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Trademarks and Trade Names
Trademarks and trade names are
governed by Trademark Law No. 22,362
and its implementing regulations. The law
provides protection on ownership of a
trademark and its exclusive use, after its
registration with the Trademark Office
(Instituto Nacional de la Propiedad
Industrial or INPI).

The duration of a trademark registration
and, thus, its protection, is ten years from
the grant date and is renewable
indefinitely for periods of ten years,
provided certain requirements related to
its use are complied with.

Patents and Utility Models

Patents and Utility Models in Argentina are
regulated by Law No. 24,481. The Patent
Law provides that patents will be granted
for any invention that complies with
certain requirements:

mainly (i) novelty; (i) inventive step; and
(iii) industrial application. The Patent Law
awards a 20-year protection term as from
the date of application of each patent.
Foreign individuals or legal entities must
establish a legal domicile in Argentina for
the application process. The award must
be registered with the INPI to be
enforceable against third parties.

Pharmaceutical Patents

Regulation, rights granted and
enforcement of these patents are, in
general terms, identical to those of other
non-pharmaceutical patents. However,
their regulation is supplemented by INPI,
Ministry of Production and Ministry of
Health Joint Resolution Nos. 118/2012,
546/2012 and 107/2012.

The above referred regulation severely
restricts the patentability of several
categories of inventions in the
pharmaceutical field.

Doing Business in Argentina

Industrial Designs and Models
Industrial models or design registrations
are granted to protect industrial
production rights.

In order to apply for these certifications
any foreign individual or legal entity must
establish a legal domicile in the City

of Buenos Aires. If the design or model
was not used or publicized in Argentina
before, the certification will grant
protection for a five-year term, renewable
for two further terms of five years each.
Renewals must be applied for not later
than six months prior to the expiry of the
current protection period. If a design
application has been filed abroad, an
application for a design registration in
Argentina must be filed within six months
of the filing date of the foreign application.

Copyright

The legal framework for copyright
regulation is set out in Law No. 11,723, as
amended (the "Intellectual Property Law”
or “IP Law").

Protection under the IP law includes
scientific, literary, artistic or educational
works, regardless of the processes used
for their reproduction.
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Protection of
Foreign Investment

Foreign investors and their investments
are protected by Argentine law.

NATIONAL AND INTERNATIONAL
PROVISIONS ENSURE ARGENTINA
IS A SAFE DESTINATION FOR
FOREIGN INVESTMENT AND
FOREIGN INVESTORS.

For instance, Argentina has signed
almost sixty bilateral investment
treaties and created an entire law
(Foreign Investment Law No. 21,382)
to regulate and protect foreign
investment. Argentina became an
ICSID member in 1994 and has been
an Observer of the Investment
Committee of the OECD since 1996.
Furthermore, the country is a
member of the Multilateral Investment
Guarantee Agency (MIGA) and a
member of the World Bank Group,
which provides insurance coverage for
foreign investments made by
individuals or legal entities established
in member countries.

60 BILATERAL INVESTMENT

TREATIES + FOREIGN INVESTMENT
LAW (NO. 21382)

Www.crowe.com.ar




he Argentine
ax System




3. The Argentine Tax System

Main Taxes

Federal, provincial and municipal
governments levy taxes in Argentina.
The federal government imposes an
income tax, value added tax, minimum
presumed income tax, personal assets
tax, excise tax, tax on financial
transactions and customs duties.
Provincial and municipal jurisdictions levy
turnover taxes, real estate taxes, stamp
duties, taxes on vehicles and taxes on
public advertising, amongst others.

Federal Taxes

® Income tax

e \/alue added tax

° Minimum presumed income tax
e Personal assets tax

e Excise tax

e Tax on financial transactions

e Customs duties

Provincial and municipal Taxes

e Turnover tax

¢ Real estate tax

e Stamp duty

e Tax on vehicles

e Tax on public advertising
* Among others

Filing Procedures and
Tax Payments

The Argentine tax system is based on the
principle of self-assessment. The federal
tax laws require taxpayers to file annual or
monthly returns to report their taxable
income, determine their tax liability,
deduct any taxes withheld or paid in
advance, and pay any balance due.

The corporate income tax return must be
filed within five months after the end of

the company's fiscal year.

The tax year for individuals is the calendar
year.

Individuals whose sole earnings are
employee compensation are not required
to file an individual income tax return for
the year. Instead, their employers are
required to withhold income tax monthly,
and this tax is considered final.

Foreign taxpayers not established in
Argentina are not required to file a tax
return if their income tax liability is fully
satisfied by withholding taxes on
Argentine-source income.

Calculation of Tax

Tax laws establish very detailed rules on
how taxes should be calculated. In
general, the calculation is based on known
facts, such as those shown in the books
kept by the taxpayer or in the
documentation kept on file. Only when no
detailed information has been provided by
the taxpayer or no proper books of
account are being kept, or the
information or records prove to be
incorrect or incomplete, may the tax
authorities turn to legal assumptions to
establish the tax obligation of the
taxpayer at issue.

Business Taxation

Corporate Income Tax

¢ Resident companies: Corporate income
is subject to taxation only at the
corporate level. Dividends from resident
companies are non-computable income
for Argentine residents.

¢ Tax rates: Companies, including
subsidiaries of foreign companies, are
taxed at a flat rate of 35%.

Doing Business in Argentina

e Territoriality: For resident companies,
worldwide income is taxable, including
income of foreign branches and
subsidiaries. Income of foreign
subsidiaries is taxable only to the extent
of dividends actually paid, unless the
subsidiary is organized in a
non-cooperative jurisdiction, in which
case the Argentine company is taxed on
the allocable share of the subsidiary’s
income regardless of whether dividends
are paid.

Companies formed under Argentine law,
as well as commercial, industrial,
agricultural, mining, and other types of
permanent establishments of foreign
entities, are considered to be resident
companies for the purpose of taxation.
They must keep separate books and
records for a permanent establishment
in Argentina,

Business income: Business income
includes income from the sale of goods,
depreciable assets, shares or real
estate; income from dividends other
than from resident companies; interest;
royalties and fees; and foreign-exchange
gains. The only type of business income
for which the law specifically defines
"gross profit" is that derived from the
sale of inventories; it is defined as net
sales less the cost of acquisition

or production. Other gross profit may be
determined by any appropriate,
technically sound and consistently
applied accounting procedures.

Capital gains: Companies’ capital gains
are not subject to a specific tax. They
are included in the scope of income tax
and, consequently, subject to a 35%
rate, the same as ordinary income.

Net operating losses: Net operating
losses may not be carried back, but may
be carried forward for a maximum of five
years.
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Important issues

e Thin capitalization rules
Local companies —except for financial
institutions- might apply these rules to
financial transactions with related parties.
Interest other than interest on loans
subject to the 35% withholding tax rate will
not be deductible when the debt/equity ratio
exceeds 2/1.
Interest that is not deductible as a result of
the application of this rule is considered a
dividend and treated accordingly.

Transfer Pricing rules

Argentine regulations on transfer pricing
require that prices in transactions between
related companies abroad be consistent
with prices that would have been charged in
similar transactions performed on an arm’s
length basis.

Dividends

Dividends are not taxable. If the amount
distributed exceeds taxable income, the
excess will be subject to a withholding rate
of 35% as a one-off payment (equalization tax).

Royalties

Royalties are deductible and subject to
withholding tax. The withholding rate
depends on the nature of the service and
compliance with the local legislation on
transfers of technology. The rates are 21%,
28% and 31.5%. The deductibility of
trademark royalties is limited to 80% of the
gross payment made to non-resident entities.

Nonresident companies

Foreign companies are taxed only on
income generated in Argentina. They are
generally imposed withholding taxes at
different rates, depending on the nature
and origin of income.

Import-related income

Income earned by a foreign company
from imports into Argentina is not taxable,
provided the ownership of goods is
transferred overseas, and the local
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* Interest
Interest is a deductible expense and is
subject to withholding tax when paid to
foreign beneficiaries at the rate of 15.05%
or 35%.

* Specific losses
Tax losses arising from the sale of stock or
other securities in Argentine companies,
losses from activities producing
foreign-source income and losses incurred
in derivative transactions (excluding hedge
transactions) can only be offset against
income arising from similar transactions.

* Inflation adjustment
Argentine tax legislation sets forth an
adjustment for inflation. However, although
these rules have not been repealed, their
application has been suspended, and no
inflation adjustments for tax purposes have
been permitted since April 1, 1992.

* Foreign tax credit
Resident companies may compute foreign
income taxes as a credit towards their
Argentine tax liability, up to the amount of
the increase in their tax liability that results
from including foreign-source income in the
taxable base. Foreign tax credit cannot be
carried back, but may be carried forward for
a period of up to five years.

purchaser clears the goods through the
Argentine customs.

Portfolio income

Proceeds from the sale of shares of local
companies are subject to tax at a 13.5%
rate on the gross amount or at a 15% rate
on the net amount (taxpayer’s choice).
Government bonds held by non-residents
are not taxable unless they are held
offshore.

Doing Business in Argentina

Foreign companies are taxed
only on income generated in
Argentina.
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Other Federal Taxes

Value-added Tax (VAT)

Value-added tax (VAT) is a general tax on
consumption within the Argentine territory.

It is levied on the delivery of goods, the
granting of loans, or the rendering of
services by any person or legal entity
conducting an economic activity, and on
the import of goods and services. VAT is
reported and paid monthly, based on an
online system designed by the tax
authorities. Services rendered and loans
granted from abroad but used by actors
subject to Argentine VAT shall be taxable.
The payment thereof will be used as a VAT
credit.

The general rate is 21%. A higher rate of
27% is applied to electricity, natural gas
and water supplied to business activi-
ties. The rate of 10.5% is applied to some
activities. For example, to the construction
industry only with respect to the construction
of dwellings. This rate also applies to
interest and commissions paid on loans
granted by local financial institutions.
Capital goods, whether imported or
manufactured, are subject to a regime that
applies a VAT rate of 10.5%. The taxpayer’s
credits that originate as a consequence of
these transactions can be refunded with
certain limits.

Exports of goods and services are included
in the scope of VAT, but they are taxed at
a zero rate (0%). This means that VAT is
not levied on the output, but the VAT paid
on inputs may be recovered through tax
refunds, which should be requested by
the taxpayer.

Minimum Presumed Income Tax
This tax is imposed upon the value of
assets located in Argentina and abroad
belonging to, among others, companies,
foundations and civil associations
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domiciled in Argentina as well as sole
proprietors located in the country, trusts
and permanent establishments of
non-residents in Argentina. Liabilities
cannot be deducted.

The applicable rate is 1%. The tax does
not apply if the aggregate value of the
assets in the country is lower than ARS
200,000.

The income tax determined for the same
fiscal year may be considered a payment
of this tax to the extent that the income
tax liability does not exceed the amount of
the minimum presumed income tax.

Otherwise, an income tax excess does
not constitute a tax credit. However, if
minimum presumed income tax exceeds
income tax in a given fiscal year, such
excess can be computed as a credit
towards future income taxes occurring in
any of the next ten fiscal years.

The minimum presumed income tax will
no longer be effective, as of 1 January
2019 according to the recently issued
Amnesty Law 27260.

Personal Assets Tax

All individuals domiciled in Argentina are
subject to a tax upon their worldwide
assets. Individuals not domiciled in
Argentina are only liable for this tax upon
their assets located in Argentina.

The rate for individuals not domiciled in
Argentina is a fixed rate of 0.50% for the
2017 tax period (to be lowered to 0.25%
as of 2018).

The tax applicable on shares and other
equity participations in local companies
for individuals not domiciled in Argentina
is paid by the local company itself. The
applicable rate is 0.25% on the net
worth value of the company.

Doing Business in Argentina
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Tax on financial transactions

The general tax rate is 0.6% (six per
thousand) for credits and 0.6% (six per
thousand) for debits on the amounts
credited to or debited from the taxpayer’s
bank account. 34% of the tax paid only
on the credits on bank accounts can be
considered as a tax credit towards income
tax or minimum presumed income tax.

Excise tax

Excise tax is imposed by the federal
government on the sale, transfer or import
of specific products, based, in general,
on the invoiced amount. The main items
subject to this tax are tobacco and
tobacco products, alcoholic beverages,
soft drink concentrates and soft drinks,
diesel engines and cars, cellular phone
services, electronic products and
insurance premiums. This tax does not
apply to exported items. The excise tax
rates vary depending on the item.

Local and Provincial Taxes

Turnover tax

Local governments impose tax on the
turnover (revenues) of businesses. Tax
rates vary depending on the type of
activity and jurisdiction (there are 24
jurisdictions). Farming and cattle raising,
mining and other primary activities are
taxed at 1%, industrial activities at 1.5%,
commerce and services in general at 3%
to 4%, and financial and intermediary
activities at 5.5%. The rates are applied to
the total amount of gross receipts
accrued in the calendar year. Exports of
goods are tax exempt.

Stamp duty
Stamp duty is levied on the execution of
public or private instruments. It is payable

in the jurisdiction in which the economic
transaction is documented but it may also
be applicable in the jurisdiction in which it
has effects.

Documents subject to this tax include,
among others, all types of contracts,
deeds, invoices confirmed by a debtor,
promissory notes and negotiable
instruments. In general, the taxable

basis is the economic value of the
agreement. In general, the applicable rate
is 1%, although it can vary depending on
the type of deed and on the legislation of
the jurisdiction imposing this tax.

In the case of real estate sales, among
others, the rate can be 2.5%.

Real estate taxes

Local governments assess the value of
local real estate and levy a progressive
real estate tax on the assessed values.
The progressive rates run from 0.2% to
1.5%. Based on those valuations,

the municipality applies rates of 0.55% for
lighting, sweeping and cleaning services
and 0.02% for pavement and sidewalk
maintenance.

Doing Business in Argentina
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Tax Incentives

Mining promotion

Eligible entities must develop mining
activities in Argentina, or create an
establishment in Argentina for that
purpose. In order to be eligible, the project
must be located in the territory of the
provinces under the incentive scheme.

The incentives are granted for the
prospecting, exploration, development,
preparation, extraction and certain
processing of minerals.

Eligible projects receive, among others,

the following tax benefits:

e Tax stability: Except for VAT and social
security contributions, the total tax
burden (federal, provincial and municipal
taxes) may not be increased during 30
years from the filing of feasibility studies.
Special rules regarding deductibility and
depreciation apply.

¢ Royalties: Royalties charged by
provinces are limited to 3% of the value
of the mineral extracted and transported
before any transformation process.

Tax credit regime for training
institutions

There is a tax credit granted on qualifying
gifts or expenses incurred by companies
or soleentrepreneurs destined to support
training institutions. For large companies,
the tax credit may not exceed 0.8% of the
annual payroll (8% for micro, small and
medium-sized enterprises). The tax credit
may be used to pay any federal tax (e.g.
Income tax, VAT).

Tax credit on research and
development projects

A tax credit is granted on qualifying
expenses incurred by corporate or
individual entrepreneurs in research and
development projects. The tax credit
may be offset against the income tax due
up to a certain limit established by the

decree. The credit may not exceed 50%
of the total amount of the project submitted.

Investment in capital assets and
infrastructure projects

The regime grants tax benefits for
investments in new movable depreciable
capital assets that are used for industrial
activities, excluding vehicles and civil
engineering projects.

The tax benefits available under the
regime, primarily, consist of either:

(1) the option of obtaining an early refund of the
input VAT attributable to either the capital
assets or the infrastructure project included in
the investment project; or (2) the application of
an accelerated depreciation of specific assets,
subject to certain conditions. The benefits under
(1) and (2) are only available together in respect
to investment projects which are intended
exclusively for the export market.

Software industry regime

The law provides for tax benefits to certain
activities undertaken in the software
industry, including the creation, design,
development, production and
implementation of software systems and
operating instructions. The tax benefits
provided by this regime are available until
December 2019, according to the
regulations of Law 26692 (they may be
extended for another 15 years by the
Executive Branch).

Under the law, the tax benefits include:

¢ Tax stability: Under the new tax regime,
taxpayers (both entities and individuals)
will not be subject to raises in all
national tax rates for a 10-year period.
Bonus tax credit: taxpayers are allowed
an additional tax credit in the amount
equivalent to 70% of employers’
contributions effectively paid to the
social security systems. The bonus

tax credit can be used to offset certain
national taxes, except for the income
tax.
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® 60% exclusion in the income tax
payable.

Biofuel industry
The law defines biofuel as bioethanol,
biodiesel and biogas produced with raw
material from agriculture, agro-industrial
and organic waste, which complies with
the quality standards established by the
applicable authorities.

The tax benefits available under this

regime are the following:

e an accelerated depreciation/amortization
of equipment and investments for
income tax purposes;

e an early refund of VAT on purchases of
fixed assets and investments in
infrastructure;

e an exemption for such assets from the
minimum presumed income tax; and

¢ an exemption for bioethanol and
biodiesel from the hydro-infrastructure
fee, the tax on fuel liquids and natural
gas and the tax on the transfer of gasoil.

Modern biotechnology

The regime grants tax benefits for those

who submit research, development and

production projects based on the
application of modern biotechnology.

The tax benefits available under this regime,

which shall be in force for 15 years, are

the following:

e an accelerated depreciation for income
tax purposes of fixed assets, equipment
and parts thereof;

e an exemption from the minimum

presumed income tax for such assets;

e an early refund of VAT on purchases

of such assets. This credit will be used
towards the payment of other national
taxes; and

e a credit certificate for 50% of the social

security contributions paid. These

certificates can be used as a credit

towards the payment of national taxes.
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Tierra del Fuego

The industrial promotion regime ruled

by Law 19640 states that activities and
operations carried out in the National
Territory of Tierra del Fuego, or assets
existing in that Territory, are exempt from
all national taxes (in the case of some
specific taxes, reduced rates may apply).
Regarding customs duties, the benefits
include the exemption or reduction in
taxes that levy the imports and exports of
movable property.

It is important to mention that in order to
claim the tax exemptions, the activities
need to be performed in Tierra del Fuego’s
territory.

Double Taxation
Conventions

Argentina has valid double taxation
conventions signed with the following
countries: Australia, United Kingdom,
Denmark, Germany, Belgium, France,
Italy, Sweden, Canada, Bolivia, Brazil,
Finland, Norway, Spain, Switzerland, the
Netherlands and Russia. In addition, a
number of treaties concerning the income
tax exemption for international transport
are in force.

Exporting to/from Argentina

Import regulations

Argentine Customs Authorities have
incorporated the Harmonized System
Codes (HS codes) to classify goods and
assign tariffs, which is the basis for the
Mercosur Common Nomenclature (NCM),
applicable to the Mercosur
member-countries.

Basic rates are calculated on the CIF
(cost, insurance and freight) value of
imports. Tariff rates vary according to the
different kinds of goods and range from O

to 35%. Depending of the tariff
classification of the goods, imports may
also be subjected to a statistics fee of
0.5%, which cannot exceed the maximum
amount of USD 500.

In addition, imports are subject to VAT.
The VAT rate may be 21% or 10.5%,
depending on the classification of the
goods, and is calculated on an amount
equivalent to the addition of the customs
value, the import duties and the statistics
fee. Imports of certain specified goods are
also subject to an excise tax.

The import of goods is subject to the
advance payment of certain taxes (VAT

/ Income Tax / Turnover Tax advances).
These charges are actually the advances
for VAT, Income Tax and Turnover Tax
liabilities that the importer shall pay in
relation to its activities (sales, services,
supplies, etc.) in the domestic market. For
instance, the “Income Tax advance”
collected by the Customs Authorities
upon the import is a credit towards the
payment of the annual income/corporate
tax liability of the importer.

(Please bear in mind that these advances
— Additional VAT, Income Tax and
Turnover Tax — are not applicable if goods
are regarded by the importer as “fixed
assets” for accounting purposes, or if the
importer obtains specific tax exemption
certificates). The VAT advance rate is 20%
or 10% (depending on the classification of
the goods); the Income Tax advance rate
is 6%; and the Turnover tax advance rate
is 2.5%.

For intra-Mercosur trade, special
regulations apply. The applicable import
duty rate is 0%.

The statistics fee is not applicable. Eligible
products must have a certificate of origin
from a Mercosur member-country

Doing Business in Argentina

showing that a sufficient manufacturing
process occurred within a Mercosur
member-country.

In December 2015 a Comprehensive
Import Monitoring System (“Sistema
Integral de Monitoreo de Importaciones
“SIMI”) was implemented. Under this
system and in order to obtain an import
license (which depending on the product,
may be an automatic license or a
non-automatic license) the importer must
submit a standard set of information
through the Federal Administration of
Public Revenues (“AFIP”) website. This
information will be shared with all the
agencies involved in the clearance

of goods through the Foreign Trade Single
Window (“Ventanilla Unica de Comercio
Exterior” — “VUCE”).

Authorities may request additional
information.

The approval will be granted within a
term of 10 days in the case of automatic
licenses and 60 days in the case of
non-automatic licenses, from the filing.
Information submitted through SIMI will
be valid for 180 days from the date of the
approval of the license.

In practice, approval of non-automatic
licenses is taking significantly longer than
60 days.

Export regulations

As of December 2015, Argentina has
eliminated export duties, except for
certain products (soy and products
containing soy, soy oil, biodiesel, certain
leather, certain cork, certain paper and
cardboard for recycling and certain iron
and steel waste).
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There are also certain export incentives,
for example a scheme involving the refund
of domestic taxes on the export of certain
products. The rate of refund depends on
the classification of the product.

Common market of the Southern
Cone (Mercosur)

On March 26, 1991, Argentina, Brazil,
Paraguay and Uruguay signed a treaty
stating a gradual reduction in import
duties on trade among the 4 countries.

The full implementation of this treaty
started as of January 1, 1995, with
elimination of the import duties among the
4 countries. Since June 2006, Venezuela
has been incorporated as a full member.
However, the elimination of import duties
is subject to a convergence program.

Chile and Bolivia signed free trade
agreements with Mercosur. The Mercosur
has also signed preferential trade
agreements with other ALADI countries
(Mexico, Colombia, Ecuador, Peru,

Cuba) with the end goal of creating free
trade areas.

There are also trade agreements with India
and Israel.

The Mercosur has also signed
preferential trade agreements
with other ALADI countries
(Mexico, Colombia, Ecuador,
Peru, Cuba) with the end goal
of creating free trade areas.
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Tax Reform Law No. 27 430

December 2017

The abovementioned law introduces significant changes in several national

taxes, effective as of 2018.

Although this law has not yet been regulated, we detail below its main scope

and extent :

1. Income tax
1.1. Companies

A. Tax Rate

Tax rate is gradually reduced for
companies, from 35% to 25%, and
dividend distribution is levied in order to
complete the 35%:

Corporate tax rate Dividends withholding
2017 - 35% 0

2018 - 30% 7%

2019- 30% 7%

2020 - 25% 13%

B. Other actions

¢ New anti-abuse measures would be
incorporated to prevent deferrals and
tax avoidance. ( e.g.: transparent
entities, limit to deduction of interest, etc.)

e Limits to entities exempted from
financial activity or insurance entities
(co-ops, mutuals) would be introduced.

¢ Pre-agreements on transfer pricing
would be included.

¢ Exemptions for stock trading
transactions and ADR will be clarified.

e Issues regarding international taxation
will be enhanced, like stating a definition
for permanent establishment, low
taxation countries and other topics not
completely defined.

¢ Transparent entities treatment is
introduced for trusts and closed-end
mutual funds

e Acknowledgment of inflation effects,
under certain requirements, in the tax
assessment.

1.2 Individuals

Income from financial assets

Nominal interest arising from placements
in Argentinean pesos are levied at a

5% fixed tax rate (at first, all investment
instruments except saving accounts in
banks.)

Interest of adjustable placements or those
in foreign currency are levied at a 15%
fixed tax rate.

Exemption on exchange rate differences
and updates is maintained as well as
current treatment of shares.

Income from purchase and sale of Real
Property

These transactions are levied through
income tax at a 15% rate on the income
resulting from the sale of real property
purchased as from the law’s issuance
date (for real property acquired before
such date the property sales tax, [Tl in
Spanish, continues to apply.) Costs will be
updated according to wholesale prices as
from the purchase date to the sale’s date.
Transfer of real property used as the
taxpayer’s dwellings is not taxed.

Special deduction for self-employed
workers
Increased 100%

Others.

Provisions establishing privileged
treatment for certain groups of workers
(oil workers, government employees) shall
not apply.

2. Value added tax

¢ A tax refund scheme is established

for VAT credit balances arising from tax
credits on investments that could not be
absorbed within six months.

e Services of video, music and gaming
platforms, rendered overseas or from
abroad and consumed in the country, are
taxed and such tax should be recorded by
paying agents.
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3. Tax on debits and credits
from back accounts

The amount of tax considered as income
tax down payment shall be gradually
increased up to 100%.

4. Excise taxes and fuel tax

Fuel tax

Current taxes based on rates on the sale
price are replaced by two fixed taxes.
One of them will gradually turn into an
environmental tax, with neutral impact at
initial stage.

Excise taxes

Excise tax is eliminated on electronic
products included in the spreadsheet
attached to article 70 from the tax law
(mobile phones, TV’s, laptops, monitors,
etc.) which includes 7% for products
created in Tierra del Fuego and 17% for
imported goods (effective rate 20.5% Tax
on the sale of medium range cars and
motorcycles will be reduced from 10% to 0%,
and the amount of such categories will
be raised from $380 thousand to $800
thousand for cars and from $70 thousand
to $140 thousand for motorcycles.

Tax on aircrafts, vessels (over $430
thousand) and high range motorcycles
(over $140 thousand) is increased from
10% to 20%.

Tax on non-healthy products is increased
(whisky, cognac and other white
beverages from 20% to 20%/29%, beer
from 8% to 17%, wine and champagne
from 0% to 17%, sodas from current
4%/8% to 17%) and the tax on cigarettes
will be changed with neutral effect.
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5. Procedural rules

Electronic tax residence

It is mandatory to establish an electronic
tax residence (currently, it is optional)
Taxpayer’s rights and guarantees

Legal acknowledgment of taxpayer’s rights
and guarantees is announced

(without specification of them)

Administrative settlement

An administrative settlement procedure
is established in order to reduce tax
litigation periods (no specification of its
mandatory or optional nature)

MAPs

Amicable agreements provided for in
Double Taxation Treaties with third
countries are regulated.

Update on fixed amounts

An automatic update procedure for fixed
amounts included in tax legislation is
established (no specification of the
method or frequency of such adjustments)

6. Criminal tax law.

e New minimum punishment amounts will
be established.

e Exemption available for filing a criminal
complaint under certain circumstances.

www.crowe.com.ar

Doing Business in Argentina

7. Social Security Taxes

7.1. Employer Contributions

Tax rate

Tax rates on employer contributions are
gradually consolidated until reaching a
19.5% single rate in 2022 (no contribution
for health care regimes)

Year Industry, Primary Trade and services
Activity and SMEs (no SMEs) (1)

2017 (current) 17% 21%

2018 17.5% 20.7%
2019 18% 20.4%
2020 18.5% 20.1%

2021 19% 19.8%
2022 19.5% 19.5%

(1) Tax rates not informed in distributed material. These are supposed, based on the
proposed phased scheme.

- VAT tax credit on Social Security contributions
VAT tax credit regime is eliminated on contributions, with different tax rates per region,
as established by Decree No. 814/2001.

- Minimum non-taxable amount

A minimum non-taxable amount is established for the salary of each worker not subject
to contributions payment, which will be automatically adjusted according to the
Consumer Price Index (CPI). Such minimum non-taxable amount will be gradually
increased up to $12,000.

Year Min. non-taxable
2017 0
2018 2400
2019 4800
2020 7200
2021 9600
2022 12000

- Maximum taxable amount
The maximum amount (cap) of taxable salaries to determine the worker’s contributions
will be gradually eliminated (currently $91.523,41).
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4. |Labor Legislation

A general Labor Contract Law, complemented by additional laws and statutes for
specific activities, regulates employment conditions and collective bargaining
agreements across the country.

The law does not apply to domestic and government employees, whose work
conditions are covered by separate statutes.

Payroll Taxes
The most important employer and employee contributions are shown in the table below.

Other minor payments apply in certain circumstances, for example in case of collective
bargaining agreements and/or provincial taxes.

A general Labor Contract Law, complemented by additional laws and
statutes for specific activities, regulates employment conditions and
collective bargaining agreements across the country.

Summary of Employer and Employee Contributions

The following table summarizes the primary contributions.

Employer - % 7 Employer - % 8° Employee - %

Pension fund 10.17 (a) 12.71 (a) 11.00 (c)
Pensioners' Healthcare Fund 1.50 (a) 1.62 (a) 3.00 (c)
Family allowance fund 4.44 (a) 5.56 (a) -
Unemployment fund 0.89 (a) 1.11 (a) -
Medical care 6.00 (b) 6.00 (b) 3.00 (c)
Total 23.00 27.00 17.00
References:

a) These percentages apply to total remuneration without any limit.

b) These percentages apply without any limit to remuneration without as of November, 2008.

c) These percentages apply to the total remuneration or to the monthly limit of ARS 56,057.93-since March1st,
2016- (taxable salary) whichever is lower. This cap is updated every six months (March and September).

Employers may take a VAT credit for these contributions, whose magnitude depends on
their contribution and the region in which employees are located.

5 Employers in all sectors, except for commercial and service companies invoicing more than ARS 48M a year
according to the Tax Authorities (AFIP) criterion.

" The Law sets forth a reduction in these percentages in case of companies with a head count of up to 80

people, provided the requirements established therein are met. The percentage and the reduction period vary
according to the company’s revenue and number of employees.

8 Commercial and service companies invoicing more than ARS 48M a year according to the Tax Authorities (AFIP)
criterion.

9 Refer to note 7.
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Labor Risk Insurance

The Labor Risk Law prescribes that an
insurance policy must be undertaken
from an authorized Labor Risk Insurance
Company.

The contribution to Labor Risk Insurance
Companies is composed of a fixed
amount per employee and a variable
percentage. The latter is calculated on the
basis of the employer’s contribution to the
employee pension (without any cap) plus
any non-wage compensation (excluding
compensatory items in case of
termination). The average range varies
from 0.50% to 17% of the taxable salary
of each employee.

Life Insurance

It is mandatory for employers to buy
coverage of ARS 33,330 per employee.

Social Security Agreements

Argentina has entered agreements for
social security reciprocity with Mercosur
countries (Brazil, Paraguay, Venezuela and
Uruguay), the Ibero-American Convention
on Social Security (Bolivia, Brazil, Chile,
Ecuador, El Salvador, Spain, Paraguay,
Portugal, and Uruguay) as well as with
Chile, Slovenia, France, Greece, ltaly,
Peru, Colombia, Portugal and Spain.

Self-Employed Individuals

Self-employed individuals are required to
contribute to a specific pension fund. The
amount they need to contribute depends
on the nature of their work and on a
specific income tax table.

Independently of other labor relationships,
directors of corporations and representatives
of foreign companies are required to make
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contributions to the National System of
Self- Employed individuals (this monthly
contribution is range bound from ARS
1,839.85 to ARS 4,047.66, depending on
gross revenue and as of the date of
preparation of this document). Both must
also contribute to the Social Security
System as self-employed individuals.

Labor Contracts

Employment contracts are don’t generally
specify an end date in order to promote
the permanence principle. This principle
ceases to be applicable if: a) the timeframe
of the contract has been set in writing and
b) the activity justifies the exception.

Employment contracts for unspecified
timeframes are understood to have been
entered into on a trial basis for the first
three months. During this probationary
period either party can terminate the
relationship without specifying the cause
but by giving notice. This termination will
not give right to payment of indemnity.
Other types of contracts include: part-time
contracts (working hours do not exceed
two thirds of the normal working day) and
seasonal contracts (when the relationship
between the parties is limited to certain
months of the year and repeated
according to the business cycle of the
activity in question).

Other contracting schemes accepted by
Argentine labor legislation, which are
exceptions to the general unspecified
timeframe principle, include fixed term
contracts and temporary employment
contracts.

As these are exceptions to the general
principle, their applicability must be
analyzed taking into account the
provisions of the Employment Contract
Law on a case-by-case basis.
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Special Requirements for
Foreign Nationals

In principle, there are no restrictions on
the employment of foreign nationals, nor
are quotas established.

However, the reasons for hiring an
expatriate in lieu of a local employee
must be given by the local employer in a
presentation to the Immigration

authority at the time the expatriate files an
application for a temporary visa.

Expatriates may qualify for an exemption
from pension fund contributions or from
the benefits of

a social security agreement.

For each case, the social security, labor
and tax

treatment to be given to the abovemen-
tioned

benefits must be analyzed taking into con-
sideration

the current laws in force (under certain
circumstances the whole package of
benefits is

taxable).

Scope of Benefits

It is not customary in Argentina for
companies to provide additional pension
benefits to employees over and above
the official pension (some large local and
multinational companies are exceptions).
Healthcare benefits adequately cover the
needs of employees’ in most cases.

However, pension payments at retirement

are usually small, which has contributed to
the development of private pension plans.

Some measures have been taken in order

to increase the minimum pensioners are
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entitled to at retirement. Persons older
than 65 years are entitled, to a minimum
guaranteed monthly pension of

ARS 4,958.97 (as of August 2016).

Salary - Other Employee
Benefits

Argentine labor laws are considered to be
protective of employees. Various
regulations cover items such as
employment relationships, different
methods of wage payments, maternity
leave provisions and restrictions to the
employment of minors.

Pursuant to the Employment Contract
Law, an additional annual bonus equivalent
to a monthly salary shall be paid in two
parts on June 30th and December 18th of
each year. Moreover, employees are
entitled to vacation days, based on
seniority (ranging from 14 to 35 days per
annum).

ltems such as overtime and sick leave are
specifically governed by the provisions of
the Employment Contract Law.

Termination of the Labor
Relationship

The employment contract may be
terminated for a set of different reasons.
The most common are employee
resignation and employer dismissal
without cause.

In case of resignation, the employer shall
not pay any additional items other than
the accrued salary, unpaid vacation and
proportional thirteenth month salary. In the
case of dismissal without cause notice
and severance pay apply.
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5. Accounting and
Auditing Standards

Financial Reporting

Based on General Law of Business Associations and IGJ (Inspeccion General de Justicia,
the Public Registry of commerce) regulations, Stock corporations and limited liability
companies with capital equal to or exceeding ARS 10M are required to prepare annual
financial statements, including balance sheet, income and cash flow statements.
Furthermore, parent companies are required to present consolidated financial statements
as in addition to their stand-alone statements. The basic accounting and reporting
standards are specifically defined and regulated by statutory provisions.

The organization, operation and winding-up of business associations is regulated by the
General Business Associations Law No. 19,550 and other guidelines issued by different
oversight agencies.

The two main requirements are as follows:

a) Present audited annual financial statements (carried out by an external auditor).

b) Stock corporations and limited liability partnerships without supervisory boards
included in section 299 of General Business Associations Law are required to have an
individual statutory auditor or, in some cases, a statutory audit committee. This role is
held by accountants and/or lawyers (section 284, Argentine Business Associations
Law). Companies that are listed on the stock exchange should have a surveillance
committee.

The oversight agencies mentioned in the table below require that financial statements
be presented together with an external auditor’s report issued by an independent public
accountant.

Oversight authority Company types to control

CNV (Argentine securities commission) Companies with listed securities

BCRA (Central Bank of Argentina) Financial institutions

SSN (Argentine insurance regulatory agency) Insurance companies

SART (Argentine regulatory agency of workers Workers compensation insurance companies

compensation insurance companies)

IGJ (Argentine regulatory agency of business Stock corporations, foreign branches, non-profit
associations) and similar provincial authorities organizations and foundations

Stock corporations and limited liability companies with capital equal to
or exceeding ARS 10M are required to prepare annual financial
statements, including balance sheet, income and cash flow statements.

Doing Business in Argentina
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The deadline to submit annual financial statements varies depending on the oversight
agency in question. Deadlines are set after a given number of days following year end:

Company Deadline after year end (or term)

Companies with listed securities 70 days

Financial institutions 20th day of the second month subsequent to

year-end
Insurance companies 45 days
Workers compensation insurance companies 45 days
Foreign branches 120 days

Stock corporations subject to the IGJ’s control:

Falling under section 299, Law No. 19,550

15 business days prior to the Shareholders'

Meeting

Other companies 15 business days subsequent to the Shareholders'

Meeting 0@

Non-profit organizations 15 business days prior to the Members’Meeting

Foundations 15 business days after the governing body’s meeting

(M The meeting must be convened within four months following year end.

@ The financial statements are required to be presented to the IGJ electronically, generated by the application
program provided by the IGJ, along with a sworn statement by the Company and the certification of an
independent public accountant.

¢ According to section 66 of the General Business Associations Law, managers of stock
corporations and limited liability companies are required to draft a shareholder letter
on the date of issuance of the financial statements to provide the appropriate context
and explain company results and projections.

¢ Under IGJ regulations, all stock corporations and limited liability companies with
equity equal to or exceeding ARS 10 M “must include certain information in the
shareholders letter apart from the information set forth in General Business
Associations Law regarding the company’s organization structure, its activities and
purposes and prospects for the following fiscal year.”

e Under certain conditions, in the case of stock corporations not included in section 299
of General Business Associations Law (see above) and limited liability companies with
a capital equal to or exceeding ARS 10 M the regular meeting may exempt
administrators from preparing said Shareholder Letters if third-parties have not ex
pressed interest in such information.

Doing Business in Argentina
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e Companies publicly listing their securities should file quarterly financial statements
and a Board of Directors’ informative overview, which are published on the CNV’s
website. This information should be presented within 42 days consecutive to
period end. In addition, the company's subsidiaries and affiliates must also present
their quarterly financial statements within the same timeframe.

e Financial institutions, insurance companies, pension fund administrators and workers’
compensation insurance companies are required to present quarterly financial
statements to their respective oversight agencies. Such periods begin a certain
number of days after the beginning of the calendar year:

Period within which to present quarterly

B financial statements

Financial institutions 20th day of the second month subsequent to
year-end

Insurance companies 45 days

Workers compensation insurance companies 45 days

In all cases, quarterly financial statements and the Board of Directors’ informative
overview must be accompanied by a review report issued by a public accountant in
conformity with audit standards in effect.

According to Argentine General Business Associations Law, financial statements should
be prepared in constant currency. Section 3.6.2 describes the Argentine professional
accounting standards that should be applied when stating the financial statements in
constant currency.

Dividends may be distributed only based on liquid and realized income, resulting from a
related balance sheet as of the end of the year, prepared in conformity with the law and
the company’s bylaws.

Companies included in section 299 of General Business Associations Law may
distribute dividends in advance or temporarily, based on special-purpose financial
statements, under the unlimited joint and several liabilities of directors and statutory
auditors.

IGJ regulations establish the following requirements: (a) the capitalization of capital
adjustments prior to or simultaneously with the effective capital increase, and (b) the
distribution of unappropriated retained earnings (whether through cash or share
dividends or the creation of reserves). Additionally, requirements were established to
book irrevocable capital contributions on account of future share subscriptions in
addition to those established in professional accounting standards, mainly that they
should be paid in cash and that their capitalization is mandatory and shall not extend
beyond the fiscal year in which it was accepted, computed as from the company’s
management acceptance of the contribution, unless that on year-end the Shareholders’
meeting is to be held before the term elapses, in which case the decision on the
abovementioned capitalization should be adopted in the same opportunity.
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Professional Accounting
Standards

General aspects

Argentina is a Federal Republic made up
of 23 provinces plus the Autonomous City
Buenos Aires City. All jurisdictions have
professional councils in charge of issuing
professional accounting and audit
standards. The standards issued by each
council are mandatory only for the
professionals registered within the
respective jurisdiction.

All professional councils in Argentina are
members of FACPCE (Argentine
Federation of Professional Councils in
Economic Sciences), an organization in
charge of coordinating efforts to issue
professional accounting and audit
standards. The FACPCE issues Technical
Resolutions (TR), with the general audit
and accounting standards.

In 1998, the FACPCE’s governing board
decided to implement a plan to adapt
Argentine professional accounting
standards to the IAS (International
Accounting Standards) proposed by the
IASC (International Accounting Standards
Committee).

This plan included:

¢ Defining a general framework for
Argentine professional accounting
standards;

¢ Adopting benchmarks or acceptable
alternatives contained in certain IAS
selected for the first stage of the
harmonization plan. These should not be
significantly inconsistent with the
general framework. The purpose and
final result of the original plan was not a
full merge of the two, but an
"assimilation" to the international
accounting standards.
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Ifrs Adoption by Tr No. 26,
as Amended

IFRS (International Financial Reporting
Standards) adoption in Argentina has the
following characteristics:

1. Scope of mandatory application

¢ Application of the IFRS is mandatory in
financial statements of entities included
in the public offering system (Law
17,811). Some exemptions apply, for
instance entities authorized by the
CNV to maintain the accounting
methods of a different regulating body,
such as the companies included in
Financial Institutions Law, insurance
companies, cooperatives and civil
associations.

Since January 1, 2016, the IFRS
mandatory adoption was extended, by
TR 43, to the separate financial
statements of parent companies. Until
the issuance of TR 43, IFRS was
applied to their consolidated financial
statements on an overall basis.
However, in those separate financial
statements, the fair value and cost
alternatives established in IAS 27
cannot be used to measure the equity
interests in subsidiaries, affiliates and
joint ventures, as the FACPCE requires
the mandatory adoption of the equity
method, which was incorporated by the
IASB as a third measurement alternative
only after the IAS 27 review in 2014.

¢ Note that, for a controlling entity, its
separate financial statements shall be
considered for all statutory purposes in
Argentina. Consolidated financial
statements are supplementary
information.
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2. Optional application of IFRS

e SMEs, have the option to apply IFRS or
IFRS for SMEs, according to FACPCE
TRs 26 and 29. They should follow IASB
and have the same restrictions
mentioned in the previous section.

The IFRS cannot be used by SMEs that

e are expressly excluded from their
application by the IASB. This includes
entities whose debt or equity
instruments are negotiated on a public
market or that are in the process of
issuing these instruments, or when one
of its main activities is to hold assets
as a trusty for a vast group of third
parties.

Nevertheless, the application of IFRS or
¢ |[FRS for SMEs has to be approved by
their respective corporate bodies.

3. Unit of measurement

e Nominal currency is to be used as
measurement. Some exceptions apply,
for instance, when price indexes show
an accumulated variation over a
three-year term equal or above 100%.
Other qualitative reasons can be used
as reasons, with some limitations.

e [f the conditions for the restatement of
financial statements in foreign currency
have taken place, some rules should be
followed:

- the adjustment should be made during
the fiscal year in which that event takes
place;

- the adjustments in the currency’s
purchasing power can be applied since
2003 (when the accounting standards
interrupted the adjustment for inflation
in Argentina) or since the company was
set up (if it was after 2003). 39



¢ The accumulated variation in the price
indexes mentioned in previous sections
should be determined on the basis of
the domestic wholesale price index
published by the INDEC.

Since the new Argentine president took
office on December 10, 2015, he
undertook a process to reorganize the
INDEC (the national statistics body). As of
June 30, 2016the domestic wholesale
price index show a three-year
accumulated inflation close to 100%
However, a downward trend is expected
due to the anti-inflation measures
adopted by the current administration.

At present certain Argentine corporate
enforcement entities will not accept the
presentation of inflation-adjusted finan-
cial statements by the entities under their
control, considering the provisions under
the Presidential Decree 664/2003, which
prohibits that adjustment.

4. Measuring methods

The accounting measurements used
depend on the nature of assets and
liabilities:

For assets:

e Historical cost

e Current values

* Replacement cost

* Net realization value

* Net realization value based on degree of progress

* Fair value

* Discounted amount (present value) of the cash flows to be
collected

* Percentage of equity interest on the accounting
measurements of assets or equity

For liabilities:

 Original amount

 Settlement cost

* Discounted amount (present value) of the cash flows to be
disbursed

* Percentage of equity interest on the accounting
measurements of liabilities
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The FACPCE has established that, if some
issues do not have a defined accounting
treatment, the following standards should
be applied:

i) the provisions established for similar or
related issues; ii) general standards on
accounting measurement; iii) the concepts
included in the general framework of such
standards. If the issue cannot be resolved
or the resolution is not apparent based on
the primary sources mentioned, the
entity’s Management may use the
following supplementary sources: iv) the
IFRSs approved and issued by the IASB;
v) the most recent pronouncements from
other issuers using a similar general
framework for the issuance of accounting
standards; vi) accepted practices in the
various industries or sectors;

vii) accounting jurisprudence.

These methods can be used if they do not
contradict the primary sources and until
the FACPCE issues a specific standard on
the matter.

Statutory Accounting
Standards

Legal standards regarding accounting
issues may only be issued by the Argentine
government and the provincial
governments by law, decree or resolutions
of government agencies to whom such
special legislative powers have been
delegated on the issues in question.

The following Argentine government
agencies are empowered to issue legal
regulations regarding accounting matters:
CNV, BCRA, SSN (Argentine insurance
regulatory agency), SART (Argentine
regulatory agency of workers compensation
insurance companies), Argentine
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Cooperative and Mutual Action Institute
(Instituto Nacional de Accion Cooperativa
y Mutual), controlling cooperatives and
mutual aid associations, INSS (Argentine
Social Services Institute), controlling
statutory healthcare organizations and
similar entities & IGJ (Argentine regulatory
agency of business associations).

Some of these government entities
automatically incorporate as statutory
accounting standards the professional
accounting standards approved by the
FACPCE and adopted by the Professional
Council in Economic Sciences of the
related jurisdiction.

Other government entities issue specific
resolutions whereby they adopt the
professional accounting standards
partially or in full.

Finally, there are government entities
which issue their own statutory
accounting standards, which may contain
significant differences with professional
accounting standards, such as the BCRA
and the SSN.

IFRS application depends on the
existence of accounting and statutory
professional accounting standards that
may be different from one another.

The companies that fall outside the scope
of the mandatory application of IFRS may
choose to apply IFRS or IFRS for SMEs,
depending on the type of entity. However,
the actual use of this option does not
depend solely on the decision of the
issuer of the financial statements, but on
the authorization of the corporate
oversight agencies.
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In consequence, some institutions have
taken the following measures:

i) the BCRA has prepared a roadmap for
converging with IFRS in the case of the
fiscal year beginning January 1, 2018;

i) the SSN has not yet implemented a
process for applying IFRS and;

i) the IGJ, which controls stock
corporations located in Buenos Aires City,
establishes that affiliates of listed
companies required to apply IFRS may file
their financial statements with IGJ under
IFRS.

The initial practical goal of these measures
was to avoid the task of converting
financial statements from one set of
accounting standards to IFRS.

However, IGJ’s resolution creates the
expectation that the agency may extend
at some point the option of applying IFRS
to the rest of the companies under its
control.

Audit Standards

FACPCE’s TR N° 37, which replaces

TR N°7, describes standards related to
performing audits and limited reviews of
financial statements of entities.

In addition, some enforcement a
FACPCE’s TR N° 37, which replaces

TR N°7, describes standards related to
performing audits and limited reviews of
financial statements of entities.

In addition, some enforcement agencies
issue obligatory auditing and review
standards, such as the BCRA or the
Argentine regulatory agency of worker’s
compensation insurance companies.
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These include, for instance, a list of the
minimum audit procedures applicable to
the examination of the annual and
quarterly financial statements of the
entities under their control.

In November 2012, the FACPCE issued
the following resolutions for audits and
limited reviews of financial statements
which are required to be prepared under
IFRS:

a) TR N° 32: adopts and requires the
mandatory application of the IAS issued
by the IFAC for audits of financial
statements which are required to be
prepared under IFRS, effective as from
fiscal years beginning on or after January
1,2014.

b) TR N° 33: adopts and requires the
mandatory application of IFAC
International Standard on Review
Engagements (ISRE) 2410 related to the
review of interim financial statements
which are required to be prepared under
IFRS, effective as from interim periods
related to fiscal years beginning on or
after January 1, 2014, and allowing early
application.

c) TR N° 34: which adopts and requires
mandatory the application of the
International Standards on Quality Control
and the Standards on Independence
issued by the IFAC for all auditors who
report having provided professional
services in which the regulations
contained in TR Nos. 32 and 33 were
applied.

d) TR N° 32 & TR N° 33: may be applied
voluntarily in cases other than those
indicated in (a) and (b) above and, in such
cases, application of TR N° 34 is
mandatory.
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