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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 territory of 21,000 square kilometers, El Salvador is the smallest country
in Central America and the only one with no access to the Atlantic Coast. Its
population reaches almost 7 million and the territory is politically divided into 14
departments.

The government is democratic and representative and the president of the
republic is the chief of state. The legislative power is held by the Congress
comprised of 84 congressmen. The judicial power is held by the courts. By
constitutional provisions, the exercise of executive, legislative and judicial
powers are carried independently by the corresponding authorities but they are
bound to collaborate in order to achieve the best interests of the Republic.

Since 1 January 2001 the currency of El Salvador is the U.S. dollar.

FOREIGN INVESTMENT
Since the early 1990s, the Salvadoran government promotes and protects
foreign investment through the gradual elimination of legal limitations and
restrictions. Currently there is virtually no restriction or limitation for a foreign
investor who can conduct business in El Salvador as a Salvadoran citizen. The
only exceptions are constitutional provisions that reserve to Salvadoran
nationals certain activities such as artisan fishing (small scale maritime fishing)
and the ownership of rural property.

Except for these constitutional limitations, foreign investors have the same
rights as local investors. There are no legal requirements or authorizations for
foreign investments. Foreign investors are allowed without restriction in most
economic activities as well as in the acquisition of shares owned by nationals or
other foreign investors. There are no legal requirements to remit abroad the
total amount of the foreign investment or the amounts received as dividends.

According to the Promotion of Investments Law, a foreign investor may register
his investment in the National Investment Office of the Ministry of Economics.
But in the frame of the current legal structure of El Salvador, such registration
does not confer any additional rights, privileges or special protection to the
investments. On the other hand, the lack of this registration does not imply any
disadvantage or limitation to the investment or the investor nor is it a requisite
prior to development and conducting business in El Salvador.

In general, there are no restrictions or limitations for the acquisition of land by
foreigners. The exception is rural land which may be acquired only if a
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Salvadoran citizen is allowed to acquire land in the foreign investor’s country of
origin.

Salvadoran environmental law requires the authorization of commercial and
industrial activities which are potentially harmful for the environment and for the
import or export of dangerous substances or materials. These requirements are
applicable to locals and foreigners alike. There are not different or special
environmental regulations for foreign investments.

The only special investment areas are the Free Zones established in accordance
with the Industrial Free Zones Law. These investments are rewarded with
income tax and municipality tax exemption for a 10-year period and the VAT
incurred in acquisitions of goods is subject to a 0% rate. There is also a custom
duties exemption for the import of machinery and raw materials.
Notwithstanding this current legal regime, the tendency of the Salvadoran
economy seems to be toward the generation of an international services regime
rather than an industrial free zone regime. In fact, the extinction of the current
Industrial Free Zones Law is foreseeable.

The Competition Law entered into force late in 2005 so the development of this
legal discipline is currently in its early stages. This law establishes prohibition to
anti-competitive activities such as monopoly, and provides requirements for
prior authorizations of mergers and acquisitions. The application of the law
corresponds to the Superintendency of Competition which is an autonomous
governmental authority.

BUSINESS ENTITIES
The Commercial Code of El Salvador provides basically two forms of commercial
corporations:

• Partnerships, which are registered associations of two or more
persons, who are jointly and severally liable to the full extent of
their personal assets, organized to do business under a commercial
name.

• Stock Companies, which are registered associations of two or
more persons whose liabilities for acts of the company are limited
to their investments and whose participation is represented by
shares.

The stock company is by far the most common form of corporation because of
the liability advantages it has over partnerships.

www.meritas.org
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Minimum Capital Stock
For stock companies, a minimum capital stock is required (USD2,000). For stock
companies that will develop banking, insurance or stock market business, other
minimum capital stock requirements exist. The stock capital of the company can
be fixed or variable.

Number of Shareholders
A stock company must be incorporated and maintain at least two shareholders,
whether individuals or legal entities, foreigners or Salvadorans.

General Shareholders’ Meeting
This is the company’s governing body and is formed by the shareholders. The
general shareholders’ meetings are ordinary or extraordinary. The ordinary
general shareholders’ meeting must be held at least once a year and its basic
objective is to approve the financial statement of the company and to appoint
the board of directors when its term finishes. The extraordinary shareholders’
meeting is only held when decisions regarding the legal structure or existence of
the company shall be made, i.e., the transformation of the legal form of the
company or the dissolution and liquidation. All shareholders are bound to
comply with any resolution or decision legally made by the general shareholders’
meeting, whether ordinary or extraordinary.

Board of Directors
The administration of the company can be entrusted by the general
shareholders’ meeting to a sole director or to a board of directors of at least
three members. Its duties are to manage and conduct the company’s business
except for those duties legally attributed to the general shareholders’ meeting.
Members of the board of directors must be individuals and cannot delegate their
office to third parties or carry the same by proxy.

Management
The board of directors may appoint one or more managers to conduct the
business of the company. The board of directors is liable to the company and the
shareholders for the acts of the managers.

Formal Requirements
A stock company is incorporated by means of a public deed containing the
articles of incorporation and the bylaws. Said public deed must be recorded with
the Registry of Commerce. Upon registration, the company’s legal existence
begins. Any amendment to the bylaws, including capital increases, shall be made
in the form of a public deed and recorded with the Registry of Commerce. In
the case of a company of variable stock amount there is no need for a public
deed and registration except if the modification of the amount of stock involves
the legal minimum of the company.

www.espinolaw.com | San Salvador | ESPÍNO NIETO & ASOCIADOS
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FOREIGN CORPORATION BRANCHES
A foreign company can conduct its business directly in El Salvador through a
branch office or agency. Said branch office requires an authorization of the
Registry of Commerce prior to beginning its activities. A minimum amount of
assets will be established and the company must appoint a legal representative
who is a permanent resident in El Salvador. The branch office is not considered
a separate legal entity from the company and the company is fully responsible
and liable for the actions and activities of its branch office in El Salvador.

TAXATION
The Salvadoran tax system is based on Income Tax (Impuesto sobre la Renta),
Value Added Tax (Impuesto a la Transferencia de Bienes Muebles y a la Prestación
de Servicios) and Real Estate Transfer Tax. There are also import duties and
various minor indirect taxes primarily on the importation and sale of cigarettes,
alcoholic beverages, etc. Municipalities also have their own taxes, which vary
from one municipality to another, and which are calculated over the company’s
assets.

Although each of the above mentioned taxes has its own law, the general rules
and legal provisions regarding taxation are contained in a general legal body
named Taxation Code (Código Tributario). Import duties and municipality taxes
are not subject to these general provisions.

INCOMETAX
Annual income is subject to taxation. The income tax for individual persons is
established in a gradual fashion, depending on the amount of income, with a
maximum rate of 30% of the net income. The income tax for companies has a
unique rate of 30% of the net income. The dividends paid to the shareholders
are subject to a withholding tax of 5%. If the shareholder is domiciled at a “tax
paradise” the withholding tax is 20%. Every payment (other than dividends)
made from a Salvadoran individual or corporation to a foreign individual or
company is subject to a withholding tax of 20%.

The income tax must be declared and paid on annual basis but a system of
advance payment is mandatory. Companies must make payments on a monthly
basis in the amount of 1.75% calculated over the gross income of the same
period.

VALUEADDEDTAX
The Value Added Tax (VAT) is a general tax which affects virtually every
commercial activity involving transfer or sale of movable goods and rendering or

www.meritas.org
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use of services within the national territory. The VAT also affects the import and
export of movable goods and services. Real estate transfers are excluded from
VAT. The rate of VAT is 13% calculated over the price of the sale or the
rendering of service. For exports the rate is 0%. The tax should be declared and
paid on a monthly basis and the law provides that the tax paid in a previous stage
can be used as a tax credit.

REAL ESTATETRANSFERTAX
Every real estate property right transfer over a minimum of USD28,572.42 is
subject to a tax of 3% calculated over the market price of the transaction.

IMPORT DUTIES
The legal structure of custom and duties is based largely on International
Treaties of Central American scope such as the Custom Central American Code
(Código Aduanero Uniforme Centroamericano). Import-duty rates are established
in a Central American Custom System and vary depending on the kinds of goods
imported.

INTELLECTUAL (INDUSTRIAL) PROPERTY
Industrial property is regulated through the Trademarks Law enacted in 2002,
and the Intellectual Property Law enacted in 1993, which regulate all issues
related to patents.

The Salvadoran legal system is based on the registration of trademarks and
patents. Once the registration is obtained, the owner of the mark or patent is
able to initiate legal actions against infringements by third parties.

APPLICABLE REGULATIONS
The regulations for industrial property are based on two important laws: The
Trademarks Law and the Intellectual Property Law. The Trademarks Law
establishes the process to register trademarks, trade names and slogans;
opposition proceedings, cancellation and nullity actions. The Intellectual
Property Law regulates the protection of copyrights, industrial designs, utility
models and patent registration.

APPLICATION REQUIREMENTS
To apply for a trademark or patent registration, it is necessary to have the full
particulars of the applicant such as domicile, nationality and the necessary power
of attorney. In the case of patents, it is mandatory to have an assignment
document from the inventors if the application is filed in the name of a
corporation.

www.espinolaw.com | San Salvador | ESPÍNO NIETO & ASOCIADOS
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TERMS OF EFFECTIVENESS
The protection of a trademark is granted for a 10-year period. A patent is
registered for a 20-year period.

APPLICATION COST
The official fees for registering a mark are around USD100; other expenses will
raise the cost to approximately USD500. The official cost for registering patents
is around USD800 (including the examination step).

INDUSTRIAL PROPERTY OFFICE
The Industrial Property Office is divided into the Trademarks Office and the
Patents Office (which includes design applications and utility models applications).
Both depend on the Intellectual Property Registry.

PATENTS
The process for registering a patent application may take around one or two
years, depending on the possible objections from the examination process.

LABOR LAW
The current status of labor laws and regulations in El Salvador deserves special
consideration in this publication. As a general rule, labor laws and regulations,
especially the Labor Code, as well as the specific chapters devoted to
fundamental labor rights in the Salvadoran Constitution, are endowed with
particular permanency and duration. The primary reason for this is the political
and social sensitivity to reforms of such legal instruments. Until very recently,
the above-stated laws and constitutional provisions had remained virtually
unchanged and without reforms for decades in El Salvador.

This situation has radically changed by the execution and ratification of very
significant international treaties: The Central American and Dominican Republic
Free Trade Agreement with the United States (DR-CAFTA) and, most recently,
by the ratification of the Conventions numbers 87, 98, 135 and 151 of the
International Labor Organization (ILO) Declaration on Fundamental Principles
and Rights at Work.

The status of these legal instruments as International Treaties gives them a
preferential applicability over the internal Salvadoran laws and regulations. In
many aspects, their execution and ratification suppose a virtual reform of
Salvadoran internal regulations.

www.meritas.org
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HIRING OF EMPLOYEES; LABOR CONTRACTS
Salvadoran Labor Code requires a written Individual Labor Contract. If the
employer fails to comply with this requirement, the contract will nevertheless
be deemed existing and valid and the employer is subject to administrative fines.
All individual labor contracts are subject to a 30-day trial period during which
the employer can dismiss the employee without legally justified cause. Beyond
this period, the contract is deemed as permanent and can only be terminated
without responsibility for the employer with legally justified cause.

BENEFITSAND LABOR RIGHTS
Employees are entitled to a one-day weekly rest, legal holidays, 15 days of paid
vacation after a full year of employment, and to a December Christmas bonus
equal to a monthly salary. Additional benefits can be granted to employees by
employers and these additional benefits will acquire mandatory status for the
employer as a custom of the company.

MINIMUMWAGE
A National Board of Minimum Wage fixes from time to time the minimum wage
for individual employees. Currently the minimum wage is USD223 and is
applicable to any employee working a full eight-hour day.

HIRING OF FOREIGN EMPLOYEES
Foreign employees can be hired subject to certain limitations and restrictions.
No more than 10% of the employer’s personnel can be foreign and no more
than 20% of the total payroll can be used to cover foreign personnel’s wages.
Labor contracts with foreign employees must be presented to the Migratory
Authorities in order to apply for a modification of the migratory status of said
employees to temporary residents.

TAXESAFFECTING SALARIES
Salaries are subject to income tax which is withheld by the employer and paid
to the Tax Authorities in the name of the employee. In addition, salaries are
subject to a withdrawal of 3.25% for the Private Pension System and of 3.5%
for the Social Security Institute. Employers must pay, based on the worker’s
salary, 6.75% for the Private Pension System and 7.5% for the Social Security
Institute.

www.espinolaw.com | San Salvador | ESPÍNO NIETO & ASOCIADOS
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TRADE
IMPORT RESTRICTIONS
In general terms, El Salvador has no restrictions to foreign trade. Nevertheless,
the importation of certain products, such as food, medicines, chemical
materials, explosive materials and such, needs authorization and registration for
sanitary or security reasons. The rates of the custom duties vary according to
the Central American Custom System but the many free trade agreements now
in force in El Salvador reduce several import duties depending on the exporting
country.

EXPORT RESTRICTIONS
There are no restrictions to exportations according to Salvadoran legal structure.
The exportations are not subject to taxation with the exception of VAT but in
any case the VAT rate for exports is 0%. According with the Ministry of
Economy, the draw-back of 6% of the price of the export of several non-
traditional products was eliminated at the end of 2010.

INTERNATIONAL FREETRADEAGREEMENTS
El Salvador is signatory of the following international free trade agreements:

• DR-CAFTA (free trade agreement between Dominican Republic,
Central America and the United States of America)

• Free Trade Agreement between Mexico and El Salvador,
Guatemala and Honduras

• Free Trade Agreement between Dominican Republic and El
Salvador

• Free Trade Agreement between Colombia, El Salvador,
Guatemala and Honduras

• Free Trade Agreement between Central America and Panama
• Free Trade Agreement between Taiwan, El Salvador and
Honduras

• Free Trade Agreement between Chile and El Salvador

www.meritas.org
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ARGENTINA
Negri, Busso & Fariña
Godoy Cruz 3236
Buenos Aires C1425FQV

Federico Busso
federico_busso@negri.com.ar
Tel: +54 11 5556 8000
www.negri.com.ar

THE BAHAMAS
Chancellors Chambers
Samana Hill, 14 Village Rd N
Nassau N-4589

Merrit Storr
mstorr@ccsbahamas.com
Tel: +1 242 394 1823
www.ccsbahamas.com

BOLIVIA
Mostajo Sociedad Civil
Edificio Hilda, 12th Flr
Av. 6 de Agosto
La Paz

Denise Mostajo
denise@mostajo.com
Tel: +591 2 244 3856
www.mostajo.com

Mostajo Sociedad Civil
Av. Cristobal de Mendoza No. 246
segundo anillo ed. La Casona
2nd Floor, #204

Santa Cruz

Sergio Mostajo
lawfirm@mostajo.com
Tel: +591 778 31499
www.mostajo.com

BRAZIL
Felsberg e Associados
Avenida Paulista 1294, 2nd Floor
São Paulo, SP 01310-915

Thomas Felsberg
thomasfelsberg@felsberg.com.br
Tel: +55 11 3141 9100
www.felsberg.com.br

Felsberg e Associados
Av. Almirante Barroso
52 - 22nd Flr - Grupo 2202
Rio de Janeiro 20031-000

David Meiler
davidmeiler@felsberg.com.br
Tel: +55 21 2156 7500
www.felsberg.com.br

Felsberg e Associados
SCN, Quadra 05-Bloco A-Sala 1217
Torre Norte
Brasilia 70715-900

Nayara Cunha
nayaracunha@felsberg.com.br
Tel: +55 61 3033 3390
www.felsberg.com.br

CAYMAN ISLANDS
Campbells
Willow House, Cricket Square
PO Box 884
Grand Cayman KY1-1103

Shaun McCann
smccann@campbells.com.ky
Tel: +1 345 949 2648
www.campbells.com.ky
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CHILE
Philippi, Yrarrazaval, Pulido
& Brunner LTDA.
El Golf 40, Piso 20
Comuna de Las Condes
Santiago 7550107

Alberto Pulido Astoreca
apulidoa@philippi.cl
Tel: +56 2 2364 3700
www.philippi.cl

COLOMBIA
Posse, Herrera & Ruiz S.A.
Carrera 7 No. 71-52
Torre A Piso 5
Bogotá

José Alejandro Torres
josealejandro.torres@phrlegal.com
Tel: +571 325 73 00
www.phrlegal.com

COSTA RICA
BLP Abogados
Via Lindora Business Center, 4th
Flr Radial Santa Ana-San
Antonio de Belén, Km 3

San José

Rafael Manzanares
rmanzanares@blpabogados.com
Tel: +506 2205 3939
www.blpabogados.com

DOMINICAN REPUBLIC
Russin, Vecchi & Heredia Bonetti
Edificio Monte Mirador, 3rd Floor
Calle El Recodo #2
Ensanche Bella Vista
Santo Domingo DN

Georges Santoni Recio
gsantoni@rvhb.com
Tel: +1 809 535 9511 Ext. 272
www.rvhb.com

ECUADOR
Romero Arteta Ponce Abogados
Av 12 de Octubre No 26-97 y A.
Lincoln

Edificio Torre 1492, 8th Floor
Quito

Diego Romero
dromero@law.com.ec
Tel: +593 2 2986 666
www.ecuadorianlawyer.com

EL SALVADOR
Espíno Nieto & Asociados
83 Avenida Norte No. 138
Colonia Escalon
San Salvador

Luis M. Espino
luism@espinolaw.com
Tel: +503 2263 7522
www.espinolaw.com

GUATEMALA
Marroquín, Pérez & Asociados,
Sociedad Civil
3a. Avenida, 12-38, Zona 10
Edificio Paseo Plaza Business
Center, Of. 1002

Guatemala City 01010

María M. Marroquín
mpemueller@mra-legal.com
Tel: +502 2321 1212
www.mra-legal.com

HONDURAS
Casco-Fortín, Cruz & Asociados
Blvd. San Juan Bosco, contiguo a
Citi Bank (principal)

Edificio Torre Alianza, Suites 701-702
Tegucigalpa

Vanessa Velasquez
vanessav@cascolaw.com
Tel: +504 2271 0073
www.cascolaw.com
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MEXICO
Cuesta Campos y Asociados, S.C.
Bismark 192 Planta Baja
Col. Vallarta Norte
Guadalajara, Jalisco 44690

Fernando J. Cuesta
fcuesta@cuestacampos.com
Tel: +52 33 3630 0580
www.cuestacampos.com

Cuesta Campos y Asociados, S.C.
Montes Urales #723, Int 402, 4th Flr
Lomas de Chapultepec
Mexico City, D.F. 11000

Hugo G. Cuesta Leaño
hcuesta@cuestacampos.com
Tel: +52 55 5540 1737
www.cuestacampos.com

NICARAGUA
Núñez, Rizo, Zambrana
Abogados
Edificio CAR, 3rd Floor, Suite M-7
Managua

Ernesto Rizo Pallais
erizo@nrzlaw.com
Tel: +505 2270 7353
www.nrzlaw.com

PANAMA
Alemán, Cordero, Galindo & Lee
PO Box 0819-09132
2nd Flr, MMG Tower, E 53rd Street
Panama City

Jaime Alemán
jaleman@alcogal.com
Tel: +1 507 269 2620
www.alcogal.com

PARAGUAY
Peroni Sosa Tellechea Burt
& Narvaja
Eulogio Estigarribia 4846
Esquina Monseñor Bogarin
Asunción, 1892

Francisco Peroni Clifton
pstbn@pstbn.com.py
Tel: +595 21 663536
www.pstbn.com.py

PERU
Garcia Sayán Abogados
Avenida Reducto 1310 Miraflores
Lima 18

Luis Gastañeta
lgastaneta@garciasayan.com.pe
Tel: +51 1 615 0202
www.garciasayan.com.pe

PUERTO RICO
Fiddler González & Rodríguez,
P.S.C.
254 Muñoz Rivera Avenue, 6th Flr
PO Box 363507
San Juan 00918

José A. Acosta Grubb
jacosta@fgrlaw.com
Tel: +1 787 753 3113
www.fgrlaw.com

TURKS & CAICOS ISLANDS
Miller Simons O’Sullivan
PO Box 260, Butterfield Square
Providenciales

Neil Coles
NRC@mslaw.tc
Tel: +1 649 946 4650
www.mslaw.tc

For a directory of all Meritas firms, visit www.meritas.org
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URUGUAY
Posadas, Posadas & Vecino
Juncal 1305 - 21st Flr
Montevideo

Juan Carlos Oreggia Carrau
joreggia@ppv.com.uy
Tel: +598 2 916 2202
www.ppv.com.uy
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