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ABOUT THIS BOOK

DOING BUSINESS IN LATIN AMERICA
AND THE CARIBBEAN

This publication has been prepared by the lawyers of Meritas firms to provide
an overview to foreign investors and business people who have an interest in
conducting business in Latin America and the Caribbean. The material in this
publication is intended to provide general information only and not legal advice.
This information should not be acted upon without prior consultation with legal
advisors familiar with the specifics of your particular matter.

Meritas firms offer clients the ability to access high quality legal service
throughout Latin America and worldwide. With 6,900 experienced lawyers in
177 full-service law firms serving 236 markets, Meritas gives your company
access to local counsel around the world.

Meritas firms
• Offer high quality, worldwide legal services through a closely

integrated group of full-service law firms
• Are subject to rigorous selection criteria and continuous

monitoring for quality of service through regular assessments
and recertifications.

• Provide global reach and access to local knowledge at market
rates

• Offer coordinated service across jurisdictions
• Can be found on www.meritas.org which enables direct access

to firms through a searchable database of attorney skills and
experience plus links to contacts at each Meritas firm

The following currency notations are used in this book.

ARS Argentinean Peso DOP Dominican Republic Peso

BSD Bahamian Dollar GTQ Guatemalan Quetzal

BRR Brazilian Cruzeiro Real HNL Honduran Lempira

KYD Cayman Dollar MXN Mexican New Peso

COP Colombian Peso NIO Nicaraguan Córdoba

CRC Costa Rican Colón PYG Paraguayan Guarani

USD United States Dollar UYU Uruguayan Peso

Please be aware that the information on legal, tax and other matters contained in this booklet is merely
descriptive and therefore not exhaustive. As a result of changes in legislation and regulations as well as new
interpretations of those currently existing, the situations as described in this publication are subject to
change. Meritas cannot, and does not, guarantee the accuracy or the completeness of information given, nor
the application and execution of laws as stated.
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With a geographical area of 176,215 square kilometers and a current population
of 3.2 million inhabitants, Uruguay is one of the smallest countries in South
America. Its current growth is 5% per annum.

The Uruguayan legal system is based on written law, passed by Parliament and
enacted by the Executive Power. The country is politically organized under a
Presidential system, divided into three independent powers: Executive, Judicial
and Legislative.

Uruguay is politically divided into 19 departments, each one with its own
Municipal Government, Mayor and Department Council elected by democratic
vote.

FOREIGN INVESTMENT
The government actively promotes investments and has a specific policy
towards the attraction of foreign investment. The system is absolutely open and,
from a fiscal viewpoint, it is nondiscriminatory between local and foreign
investors. Foreign investors are entitled to the same incentives as local
investors.

No special authorization is required for foreign investment in Uruguay.

Incentives available for local and foreign investors are focused on the creation of
labor sources, the establishment of high-technology industries and the increase
of exports. The most generic incentives are tax exemptions for certain types of
investments.

ECONOMIC POLICY FRAMEWORK
In Uruguay there are no restrictions on the free inflow and outflow of foreign
currency. Foreign currencies can be freely exchanged and they are all legal
tender (this allows for contracts to be performed in any currency). Domestic
and foreign investors are treated equally under the law.

INTERNATIONAL TRADE AGREEMENTS
In 1991, Argentina, Brazil, Paraguay and Uruguay signed the MERCOSUR treaty,
which created a single free circulation market with a common external tariff that
ranges from 0% to 23%. The first article of the above mentioned treaty states
that there shall be free transit of goods, services, persons and capital between
member states, thus eliminating customs duties. Taxes between MERCOSUR
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countries are almost 0% for most products (there are exceptions) as long as the
products from those countries meet the requirements of origin, which shall be
controlled and certified by a representative of the importer. Bolivia and Chile
have also partially adhered to MERCOSUR and have some preferences
regarding international commerce.

MERCOSUR signatory countries have also signed agreements with other parties
such as Israel, India and the Andean Community. Finally, Uruguay has also
entered into an agreement with Mexico on import-export tax benefits.

BUSINESS ENTITIES
The law governing commercial companies in Uruguay is basically Act No.
16.060 or the Business Organizations Act, which contains most of the rules
applicable to the incorporation, operation and liquidation of a business entity. In
accordance with its provisions, business associations can be carried out under
different legal formats, such as corporations.

Subsidiaries of foreign corporations are also authorized to carry out business
activities upon following incorporation procedures.

CORPORATIONS (SOCIEDAD ANÓNIMA, S.A.)
Corporations must be incorporated by at least two founders. The main
formalities for the setting up of a corporation include:

• Approval of the articles of incorporation and corporate bylaws by
the government;

• Registration in the Commercial Public Registry; and,
• Publication in the Official Journal and another private journal.

There are no restrictions regarding the nationality or address of the company
founders or directors. Once the incorporation process is finished, the stock
capital may be owned by only one shareholder and may be issued in bearer or
registered shares.

Corporate bodies of a corporation are the following:
• Board of Directors
• Shareholders’ Meeting (ordinary and extraordinary)
• Fiscal Commission or Syndic (optional in the case of “close”

corporations, which are those corporations whose shares are
not offered to the public)

The ordinary shareholders’ meeting must be held at least once a year at the
corporate domicile to consider the year-end financial statements, to discuss the
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performance of the board of directors, and to appoint its members and the
Syndic of the company, if applicable.

The board of directors may be vested with the broadest powers or it may be
subject to limitations depending on the shareholders’ decision, in which case,
those limitations must be set forth in the corporate bylaws.

The board of directors may have one or more members, either physical or legal
persons, whatever their nationality, domicile or residence, whether
shareholders of the company or not and their meetings are not required to be
held in the country.

Shareholders are entitled to attend meetings and to vote directly or indirectly
through an attorney in fact. In the latter case, a power of attorney duly
notarized, or a private instrument in case of representation for a specific
meeting, shall be sufficient.

Further to the capital stock, at least 25% of the authorized share capital must
be paid in at the moment of incorporation, there being no legal requirements on
the minimum or maximum amounts of capital.

Annual Obligations
Corporations are required to fulfill the following obligations:

• To keep accounting records and draw up financial statements at
the end of each fiscal year;

• To call an ordinary shareholders’ general meeting (annually) to
approve the financial statements, evaluate board of directors’
performance, and appoint the company authorities;

• To file the tax return and pay the applicable taxes.

LIMITED LIABILITY PARTNERSHIP (SOCIEDAD DE
RESPONSABILIDAD LIMITADA, S.R.L.)
SRLs in Uruguay have the following characteristics:

• The liability of the partners is limited to their capital contribution,
except for Business Income Tax (IRAE) and salary obligations;

• Interest parts in the company are nominative;
• A minimum of two interest part holders (partners) is required;
• SRLs are managed and represented by one or several individuals,

partners or not, designated in the partnership agreement. In
general, resolutions at the partners’ meetings are adopted by
those holding the majority of the interest parts if there are fewer
than 20 partners. If there are 20 or more partners, the
resolutions, in general, are adopted by a simple majority of votes
of the partners present, counted as one vote per interest part (in
such case the scheme is the same as the one for corporations).

www.ppv.com.uy | Montevideo | POSADAS, POSADAS & VECINO

443



Doing Business in Latin America and the Caribbean

SUBSIDIARIES OF FOREIGN CORPORATIONS
Subsidiaries of foreign companies may carry out their business in Uruguay and
are subject to the bylaws of their head office. They must be registered at the
Public Registry of Commerce and their incorporation must be published in the
Official Gazette and another private journal. They must also be registered in the
General Tax Office (DGI) and the Social Security Bank (BPS).

TAXATION OF LEGAL PERSONS
In general, taxes are levied only on activities carried out in the country, on the
possession of assets located in the country, and on the corresponding
Uruguayan income.

BUSINESS INCOME TAX (IRAE)
This applies to income from Uruguayan source obtained from any type of
economic activity (industry, commerce, agriculture, cattle farming and services).

Uruguayan Source
Income obtained from activities carried out, assets located and rights used
economically in Uruguay, regardless of the nationality, domicile or residence of
the persons who take part in the activities, or of the location where the legal act
is executed, is considered to be from Uruguayan source.

Taxable Amount
The taxable amount is determined by the difference between gross income and
expenses necessary to produce said income, all duly documented.

Income and expenses are recorded on the accrual basis, as opposed to the cash
basis.

Rate
Legal persons as well as foreign residents with a permanent establishment
located in Uruguay are subject to income tax on their territorial source by
applying a rate of 25%.

Authorized Deductible Expenses
Deductions are limited to those expenses which are deemed taxable income
under IRAE, IRPF (personal income tax on physical persons) or IRNR (income
tax on nonresidents) or under regulations on foreign income.

If the counterparty to the transaction incurs in expenses taxed at a rate lower
than IRAEs, then the deduction will be limited to the amount resulting from
applying the quotient between the applicable tax rate to such income and the
IRAE tax rate to the expense (tax rate difference limitation).

www.meritas.org
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Inflation Adjustment
In order to record the result caused by inflation, our tax regime establishes a
global and simplified calculation system consisting of the application of the
Wholesale Price Index on the net worth of the taxpayer at the beginning of the
fiscal year, duly adjusted by the same rules applicable to IRAE.

Tax Loss
Tax losses can be deducted over a period of five years, updated pursuant to the
Wholesale Price Index.

Transfer Pricing
As of the enforcement of the Tax Reform Act of 2007, Uruguay introduced
transfer pricing regulations into its general tax system, regulations which did not
exist before that time. Said regulations are aligned with those of other countries
in the region, with the exception of Brazil, and are also aligned with OCDE
guidelines.

Calculation Scheme
Following is the calculation process used for IRAE on the financial results of the
income generating entity:

NET PROFITS (according to the Balance Sheet)
(+ / –) Fiscal adjustments
(+ / –) Inflation adjustment

(–) Nontaxable gross income
(+) Costs associated with nontaxable income
(+) Nondeductible expense

(=) FISCAL PROFIT OR LOSS
(–) Fiscal losses from previous years
(–) Channeling savings
(–) Investment exemptions

(=) TAXABLE AMOUNT
IRAE = 25% x Taxable Amount

(–) IRAE advance payments
(–) Tax benefits derived from government-approved projects

(See IRNR, Taxable Amount, pg 456)

(=) TAX PAYABLE or TAX CREDIT
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TAX ON THE DISPOSAL OF AGRICULTURAL AND
CATTLE FARMING PROPERTY (IMEBA)
This indirect tax levies the first disposal of agricultural or cattle faming products
made by producers to buyers who pay IRAE, official entities and exporters.

All agricultural and cattle farming producers must pay IMEBA, but those who
must pay IRAE shall deduct their IRAE payments from their IMEBA payments.
For small farmers or producers, IMEBA will take the place of IRAE as the final
tax.

Producers who shall pay IRAE as their definite tax obligation (no option) are the
following:

• Corporations, permanent branches of nonresident companies,
Closed Investment Funds, official entities and trusts (except for
guarantee funds);

• Taxpayers whose income exceeds an amount determined by the
Executive Power;

• Those who obtain income from the sale of assets destined for
agricultural and cattle farming, but not included in IMEBA; and

• Other agricultural and cattle farming products specified by the
Executive Power.

IMEBA rates vary from 0.1% to 2.5% of the sales or the export prices,
depending on the type of product.

NET WORTH TAX (IPAT)
This is an annual tax at the rate of 1.5% on the local (Uruguayan source) net
worth of companies located in the country, adjusted as per the tax regulations,
at the end of each fiscal year of the company.

Uruguayan Source
Assets located abroad are not considered for this tax.

Rate
Uruguayan and foreign legal persons pay IPAT at the rate of 1.5%.

Taxable Amount
The taxable amount of IPAT is determined by the difference between:

• The assets located in Uruguay, valued according to specific tax
rules; and,

• Certain liabilities, specifically listed in the Uruguayan regulations
as Deductible Liabilities.

www.meritas.org
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The following are liabilities deductible from IPAT taxes:
• Yearly averages of credit balances (at the end of each month) of

loans granted by:
� financial institutions
� other local entities authorized to grant loans on a regular

basis
� closed investment funds
� trusts

• Debts with suppliers of goods and services of all types, with the
exception of balances due on imports and debts with state
entities not subject to IPAT;

• Debts for taxes not yet due, excepting IPAT;
• Securitized debt or debentures listed in financial markets under

certain conditions.

When the company owns assets located abroad which are exempt from IPAT or
which do not form part of the amount taxable by IPAT (Assets Not Taxed), only
those liabilities that surpass the value of Assets Not Taxed are admitted.

Calculation Scheme
IPAT is calculated as follows:

ASSETS (according to the Balance Sheet)
(+ / –) Valuation adjustments

(=) FISCAL ASSETS
(–) Assets located abroad
(–) Exempted assets

(=) TAXABLE ASSETS (A)

LIABILITIES (according to the Balance Sheet)
(+ / –) Valuation adjustments

(=) FISCAL LIABILITIES
(–) Nondeductible liabilities

(=) DEDUCTIBLE LIABILITIES
(–) Assets located abroad + Exempted assets

(=) ADMITTED LIABILITIES (B)
TAXABLE AMOUNT = A – B

IPAT = 1.5 % x Taxable Amount
(–) IPAT advanced payments

(=) TAX PAYABLE or TAX CREDIT
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VALUE ADDED TAX (IVA)
IVA levies “the internal circulation of goods, the rendering of services in the
territory of Uruguay, the entry of goods into the country and the value added to
real estate on account of construction work.”

Rates
The basic rate is 22% applicable to the majority of taxable goods and services
rendered in the national territory.

There is a 10% minimum rate applicable to basic products such as some food
products, drugs, hotel services and the first sale of real estate made by IRAE
taxpayers. This concept includes the first disposal of real property with certain
remodeling. The first sale of real estate with construction modifications is
included in the concept as well.

IVA Calculation
The taxpayer pays the difference between:

• The IVA invoiced by the company (Sales IVA), and
• The IVA paid to its suppliers of goods and services or due on the

import of goods to the country (Purchases IVA).

To be able to offset IVA from purchases, those goods and services must be
directly or indirectly related to the activities which generated Sales IVA.

EXPORTS (0% RATE REGIME)
Exports of goods and of some services are not subject to this tax.

The concept of export of services includes among others, those services
rendered at customs locations, the supply of ships and services supplied from
Uruguay to persons domiciled abroad and to be used exclusively abroad.

The exporter recovers the IVA from purchases of goods and services used to
generate other goods or services destined for export. The mechanism implies
the use of credit certificates issued by the Uruguayan Tax Authority.

Exemptions
Certain activities have been expressly exempted from IVA by law, such as the
sale of currencies and securities, loan assignments, operations related to fuels,
books and other educational material, water supply, transport of passengers,
real estate leases and income from investments in treasury bills.1
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EXCISE DUTY (IMESI)
This levies the first local sale and import of certain products (vehicles,
beverages, tobacco and cigarettes, fuels and lubricants). Exports are not taxed.

Taxable Amount
In most cases it equals the retail price of the taxed goods. In other cases, such
as beverages, cigarettes, lubricants, etc., the Executive Power periodically fixes
notional prices on which the tax rates are applied.

Rates
Rates vary for the different products. The highest rates correspond to vehicles,
cigarettes and alcoholic beverages.

CORPORATE CONTROL TAX (ICOSA)
Corporations must pay an annual tax of 0.75% calculated on a fixed amount
which is set every year by the Executive Power. The tax to be paid by fiscal years
ended in 2012 amounts to approximately USD600. ICOSA payments are
registered as advances to offset a corporation’s IPAT (in practice this tax
operates as a sort of minimum IPAT for corporations).

TAX ON THE CONCENTRATION OF RURAL ESTATE
(ICIR)
This is an annual tax which levies ownership of rural estates exceeding as a
whole 2,000 hectares of CONEAT index 100 or its equivalent per holder.

The CONEAT index is an indicator of the productivity level of the land. As an
example, a holder of 4,000 hectares of CONEAT index 70, for the purposes of
this tax, will pay for 2,800 hectares (4,000 x 70/100).

The law has established four different categories subject to this tax:
1. Physical persons, family units and undivided estates owners of

real property which at year end exceed, as a whole, 2,000
hectares of CONEAT 100.

2. Corporations, partnerships limited by shares, agricultural
associations, civil associations with an agricultural object,
permanent establishments of nonresident entities in the
Republic, semi-governmental and decentralized services of the
industrial and commercial domain of the State, closed credit
investment funds, trusts (except for guarantee trusts), de facto
business associations and civil associations (except for those
associations formed exclusively by resident physical persons and
those associations which obtain only pure capital income, formed
exclusively by resident physical persons and by nonresident
entities.
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3. Legal persons set up abroad provided they do not constitute a
permanent establishment.

4. Any other holder of rural estate levied by tax which is not under
the cases set forth before.

Likewise, in order to determine the payable tax, the total number of CONEAT
hectares of rural property owned by the liable subject will be taken into account
and said amount will be used to calculate the tax by applying the CONEAT
amount per hectare provided by the law:

Number of Hectares Amount per Hectare
CONEAT index 100 or equivalent CONEAT index 100 or equivalent

From 2,000 to 5,000 67 UI (approx. USD8)

More than 5,000 to 10,000 100 UI (approx. USD12)

More than 10,000 135 UI (approx. USD16)

UI: Unidades Indexadas (Indexed Units)

The tax will be calculated on the real estate owned by the taxpayer at
December 31 of each year.

PAYROLL TAXES (SPECIAL SOCIAL SECURITY
CONTRIBUTIONS)
Entities must pay social security contributions on all types of salary payments
made to its personnel located in Uruguay.

Contributions to social security are the following : (a) Pension Contribution; (b)
Health Insurance; and, (c) Contribution to a Labor Reconversion Fund.

Such contributions are compulsory for employers and employees. Therefore,
they are subdivided into Employer’s Contributions and Employees’
Contributions.

Employees’ contributions are deducted from their salaries and paid directly to
the social security system by the employer.

Applicable Rates
The following rates are applicable to the above mentioned social security
contributions on salaries:

Contribution Employer’s Contribution Employee’s Contribution

Pension 7.5% with a maximum 15% with a maximum
of approx. USD320 of approx. USD640

Health 5% 3%, 4.5%, 6% or 8%

Labor
Reconversion Fund 0.125% 0.125%
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In addition, employers have to withhold employees’ IRPF (personal income tax
on physical persons) at its different rates according to their level of
remuneration (from 0% to 30%).

Exemptions
• Employer’s contribution on the 13th salary (Aguinaldo) is

decreased by 5% since it is exempt from the employer’s health
contribution.

• The yearly vacation bonus (Salario Vacacional) is not subject to
payroll taxes (it is intended for better enjoyment of the vacation).

• Amounts paid on account of severance pay are not subject to
payroll taxes either.

• Board members and syndics who do not earn a salary for their
positions and board members who reside abroad are not subject
to payroll taxes.

TAX INCENTIVES FOR INVESTMENTS
In order to simplify this analysis, we will divide benefits into three groups:
(a) benefits obtained automatically upon the acquisition of specific assets,
(b) nonautomatic benefits which are only granted if a specific activity is
designated by the Uruguayan government as being “of national interest,” and
finally, (c) benefits which can be obtained by submitting an Investment Project
approved by the Uruguayan government.

Automatic Benefits
IRAE Exemption: The law allows fiscal deductions in the following cases:
(a) 40% of the investment in certain assets including machinery,
communications and data processing equipment, hotel furnishings, etc.; (b) 20%
of the investment in construction or improvement of industrial and hotel
facilities.

Total reductions due to these benefits cannot exceed 40% of the annual net
income of the fiscal year, once income exempted by other rules is deducted.

IPAT, IVA and IMESI Exemptions: The following investments are exempted
from IPAT, IVA and IMESI on imports and IVA on local purchases:

• Industrial machinery
• Industrial installations
• Agricultural machinery meaning the machinery used by

agribusiness entities in order to produce primary products
• Utility vehicles
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Sector Activities Promoted by the Executive Power
We will now briefly analyze the tax benefits granted to certain sectors of activity
which have been promoted by the Executive Power.

Within the framework of the sector promotion under the Investment Act,
activities such as those carried out by public works concessionaires, tourism-
related plans or projects and activities carried out by Distant Call Centers have
been promoted under certain conditions.

Further to public works concessionaires, the following benefits have been
granted: the channeling of domestic savings, IPAT exemption on fixed and
intangible assets, IVA exemption on imports or a IVA credit for the purchase of
machinery and works equipment in the market.

Additionally, regarding tourism-related projects, the following benefits have
been granted: IVA exemption or IVA credit regarding market purchases,
accelerated depreciation of assets and services destined for construction,
improvements or extension of the projects and IPAT exemption for
infrastructure, civil works and fixed assets investments.

Finally, tax exemptions are granted to companies that generate energy based on
renewable sources on their sales in the spot market to the state energy entity.

Benefits Derived from Government-Approved Projects
IRAE taxpayers may obtain important tax benefits by submitting an investment
plan before the Executive Power.

The benefits are:
• Income Tax on Economic Activities (IRAE) exemption. The

amount and term to enjoy the benefit depend on the project’s
rating based on an “indicator matrix.”

• Corporate Net Worth Tax (IPAT) exemption on movable assets
and buildings.

• Tax exemptions on the import of movable assets or fixed assets
which do not compete with the national industry.

• IVA refund for the acquisition in the local market of materials and
services for civil works purposes.

Project evaluation criteria
The Application Committee (COMAP) from the Ministry of Economics and
Finance is the division responsible for the evaluation of projects.

The matrix used to evaluate projects is comprised of the following indicators:
• Employment generation
• Geographic decentralization
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• Increase of exports
• Use of clean technology
• Increase of Research and Development and Innovation (RDI)
• Sector indicators

The methodology used for said evaluation is published in a document called
“COMAP – Criterios Básicos Generales de Funcionamiento” (COMAP – General
Functioning Basic Criteria).

TAXATION OF PHYSICAL PERSONS
This section will briefly describe taxes applicable to physical persons who do not
develop business activities in Uruguay, and income and assets not related to the
business activities carried out by physical persons.

PERSONAL INCOME TAX ON PHYSICAL PERSONS
This is an annual tax on persons who hold fiscal residence in the country.

Fiscal Residence
A physical person is considered a fiscal resident when the same resides at least
183 days in the national territory or when his/her business head office, basis or
vital economic interest is located in the national territory.

The physical person shall be deemed to have a fiscal residence in Uruguay
provided his/her spouse or children (minors) reside regularly in the country,
unless proved otherwise.

Taxable Amount
The events that give rise to this tax include capital income and capital gains set
forth by the law, and income from personal work and services under an
employment agreement.

The Tax Reform Act classifies income into two categories:

Category I: Capital Income. This category comprises income resulting from
capital, capital gains and other similar sources.

This category includes:
• Income from real estate capital: leases, subleases, rights of use,

etc. of Uruguayan source. Certain expenses and taxes may be
offset against it;

• Interest and dividends of Uruguayan and foreign source;
• Capital gains of Uruguayan source.
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The current rates applicable to income from Category I are the following:

RATE INCOME FROM CATEGORY I

3% Interest from deposits (local currency or indexed
placements) in financial entities, over a one-year term.

3% Interest from other placements (bonds, debentures,
etc) over a three-year term.

5% Interests from deposits (local currency without any
adjustment index) in financial entities, under a one-year
term.

12% Dividends or profits paid by IRAE taxpayers to
Uruguayan residents originated in interest or dividends
obtained from abroad.

7% Other dividends or profits paid by IRAE taxpayers.

7% Returns derived from copyrights on literary, artistic or
scientific work.

3% Returns on certificates of interest in national entities
issued by financial trusts through public offers and stock
exchange listing, with terms longer than three years.

12% Other income.

Most significant exemptions regarding Category I are:
• Interest paid on government securities.
• Income from Provisional Savings Funds.
• Dividends and earnings distributed by IRAE taxpayers from

IRAE-exempt activities, accrued in fiscal years which started as of
the effective date of this Act.

• Earnings distributed by personal associations (sociedades
personales – those which are neither corporations nor limited
partnerships that issue stock) whose income does not exceed
the limit determined by the Executive Power and by those
rendering personal services under a nonemployment agreement
subject to IRAE.

• Capital gains from stock purchases due to capital reductions in
companies taxed under IRAE and IMEBA and in companies
constitutionally exempt from these taxes.

• Income from the sale of bearer shares and other interest
represented by bearer certificates belonging to companies taxed
under IRAE or constitutionally exempt from said tax.
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Category II: Income from Personal Work and Services. This category
comprises income obtained from work, either under an employment
agreement or not, with the exception of income taxable by IRAE.

This category comprises labor income obtained from:
• The rendering of personal services under an employment

agreement,
• Pensions and similar, and
• The rendering of personal services under a nonemployment

agreement.

Rates are progressive between 10% and 30%, starting with a minimum
nontaxable amount.

PERSONAL NET WORTH TAX (IPPF)
This is an annual tax on the fiscally determined net worth of physical persons,
families and estates, estimated each December 31.

Uruguayan Source
Assets located abroad are not taxed.

Taxable Amount
The taxable amount is calculated based on the fiscal value of assets (located in
the country) with some exceptions and deductions of certain liabilities
authorized by our regulations.

Some of these exceptions are:
• The value of real estate and vehicles is regularly adjusted by the

Executive Power.
• Residential homes are taken at 50% of their value.
• Home furnishings are calculated at a notional level by applying a

10% or 20% on the total remaining assets.

Deductions are limited to loans granted by local banks or other institutions
regularly authorized to grant loans which exceed the value of assets located
abroad.

Physical persons and undivided estates pay this tax when their calculated net
worth according to the fiscal criteria exceeds a Minimum Nontaxable (MNI)
amount which currently amounts to approximately USD100,000 and double this
amount for family households.

Rates
Rates vary from 0.7% to 1.80% depending on the wealth level from the above
mentioned MNI onwards.
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TAXATION OF NONRESIDENTS
NONRESIDENT INCOME TAX (IRNR)
This taxes income of Uruguayan source of any nature whatsoever obtained by
nonresidents. According to our tax legislation, a nonresident person is anyone
who has not set up a permanent establishment in Uruguay.

Actually, a permanent establishment belonging to a nonresident person is
deemed as such when said person carries out activities through a fixed place of
business in Uruguay.

Uruguayan Source
This is defined as income obtained from activities carried out in Uruguay, and
assets located in and rights economically used in Uruguay regardless of the
nationality, domicile or residence of the persons participating in the operations
and on the place where legal businesses are carried out.

Likewise, income obtained on account of the rendering of services performed
abroad to taxpayers residing in Uruguay is deemed from Uruguayan source,
provided those services are used by the person receiving said services for the
generation of income subject to IRAE.

Taxable Income
The regulation classifies income into the following categories:

• Business income
• Labor income
• Capital income
• Capital gains

Taxable Amount
Taxable income categories under business income and labor income are
equivalent to the sum of all income under these concepts.

For the remaining income, rules applied correspond to those of the Income Tax
on Physical Persons (IRPF).

If some income is negative and some positive, these cannot be offset against the
different categories.
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Rates
Current rates applicable to the IRNR are the following:

RATE INCOME FROM CATEGORY 1

3% Interest from deposits (local currency or indexed
placements) in financial entities, over a one-year term.

3% Interest from other placements (bonds, debentures,
etc.) over a three-year term.

5% Interest from deposits (local currency without any
adjustment index) in financial entities, under a one-year
term.

7% Dividends or profits paid by IRAE taxpayers to
nonresidents.

7% Returns derived from copyrights on literary, artistic or
scientific work.

3% Returns on certificates of interest in national entities
issued by financial trusts through public offer and stock
exchange listings, with longer terms than three years.

12% Other income.

NONRESIDENT NET WORTH TAX (IPNR)
Nonresident physical persons are subject to Net Worth Tax on their assets
located in the country as is the case for resident physical persons.

Foreign legal persons who do not have a permanent establishment pay a net
worth tax rate of 1.5% on local assets located in our country, valued according
to the regulations applicable to resident entities.

FREE ZONE CORPORATIONS
Business associations, either corporations or other types, whose only object is
to carry out transactions within Uruguayan Free Trade Zones and abroad
(developing commercial, industrial, service and financial activities) are exempt
from any national taxes. Special Contributions to Social Security (CESS) are not
included in this exemption, which however are only applicable to staff located
in Uruguay.

On the other hand, any type of goods entering a Free Trade Zone from abroad
or goods exported to foreign countries from a Free Trade Zone are exempt
from all types of taxes.
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As to Special Contributions to Social Security, in the case of foreign staff residing
in Uruguay (which at first cannot exceed 25% of the total number of
employees), members of staff can waive benefits from the Uruguayan Social
Security and in this case, social security contributions on their remuneration
must not apply.

With respect to the income tax applicable on income of the above mentioned
foreign staff derived from their employment agreement with the Free Trade
Zone company, it should be pointed out that said staff may choose whether to
be taxed as IRPF taxpayers (progressive rates between 10% and 25%) or as
IRNR taxpayers at a 12% rate.

The payment of dividends by Free Trade Zone companies is not subject to
taxation.

REGISTRATION OF BEARER SHARES
Act 18.930, in force as of 1 August 2012, established the creation of a Register
at the Central Bank of Uruguay (BCU) for the identification of owners and
beneficiaries of bearer shares.

It is important to highlight that this act does not overrule the bearer share
regime in Uruguay. It only introduces some modifications concerning the
reservation existing before regarding the identity of the holders, and enables
access to this information in a restrictive way, only to certain agents and third
parties with which Uruguay has signed treaties of information exchange.

The following resident entities are reached by the obligation to inform and
identify their owners or beneficiaries: corporations, partnerships limited by
shares, agricultural associations, trusts and investment funds, as long as they are
not regulated by the Central Bank of Uruguay, and in general, any other entity
issuing bearer shares.

The regulations also include nonresident entities which issue shares both to the
bearer and nominal, when any of the situations provided by law exist.

In turn, resident entities with nominal or book entry shares are excluded from
the obligation to inform the Central Bank of Uruguay, as well as those issuing
securities that are listed on the national, international or renown stock
exchanges.

The information provided to the Central Bank of Uruguay is secret and access
to it will be restricted to:

• The General Taxation Bureau (DGI), within the framework of
inspection activities or in compliance with express requests
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under sufficient grounds made by another foreign state with
which our country has signed agreements concerning the
exchange of information.

• The Financial Analysis and Information Unit of the Central Bank
of Uruguay.

• The National Secretariat on Money Laundering.
• The Criminal Justice or Competent Justice due to matters of

alimony, on sufficient grounds.
• The Transparency and Public Ethics Board.
• The State Internal Audit for compliance with its supervising and

controlling duties.
• Others, only when authorized, expressly and in writing, by the

subject whose particulars are included in the Register of the
Central Bank of Uruguay.

The Act provides sanctions for nonfulfillment of its provisions, both for the
owners or beneficiaries, as for the issuing entities, such as monetary sanctions
such as penalties and fines and limitations to exercising the rights inherent to the
condition of holder of those shares.

TREATIES TO AVOID DOUBLE
TAXATION
Uruguay has adopted, as the principle of taxing rights, the territoriality criteria
or the principle of the source. By doing this, it has not had the historical
necessity of signing agreements to avoid double taxation.

This is evident until the year 2009 in the mere existence of two agreements, one
with Germany and one with Hungary, which date back over 20 years and in
practice are not often used.

Based on the increased pressures and demands of the various international
agencies such as the Organization for Economic Cooperation and Development
(OECD), Uruguay has seen the need to begin to align with international
standards.

As part of compliance with international standards and seeking to improve
investment conditions, our country has begun working on a variety of
agreements to avoid double taxation (CDI) and to improve the exchange of tax
information.
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The following chart shows the stages of the CDIs (11 of them) between
Uruguay and other countries:

Treaties with Information
Exchange Clauses Information Exchange Treaties

Under
In Force Signed In Force Signed Negotiation

Spain Argentina France Faroe Islands Brazil

Mexico Ecuador Denmark

Hungary Malta Greenland

Germany Portugal Sweden

Switzerland Finland Norway

India Iceland

Korea

FREE TRADE AND PRESERVATION OF
FREE COMPETITION
Act 18.195, which promotes free trade and the preservation of free
competition, protects the welfare of current and future consumers, promoting
economic efficiency and equality of access of companies and products to the
market. Under this regulation, it is prohibited to:

• Abuse a dominant position, and
• Promote practices, behaviors or recommendations, individual or

concerted, whose objective or effect could be to restrict, limit,
hinder, distort or impede the current or future competition in
the relevant market.

IMMIGRATION
Any person who has legally entered the country is able to apply for permanent
or temporary residence. In addition, the applicable regulation (Law 18.250)
establishes that all foreigners must be treated equally as Uruguayans, regarding
their rights and especially their labor rights. Both permanent and temporary
residents may develop their labor activities under an employment agreement or
on their own. Nonresidents must not carry out any labor activity other than the
ones expressly authorized by the National Immigration Bureau, in general
granted when said activities do not exceed a period of six months.
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