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URUGUAY
FIRM PROFILE:
POSADAS,  

POSADAS & 
VECINO

With more than 90 years of history, Posadas, 
Posadas & Vecino is one of the largest and 
most prestigious full-service firms in Uruguay.  
With offices in Montevideo, Punta del Este, 
Zonamerica and Geneva, Switzerland, the 
firm boasts a truly international perspective. 

The firm’s leading position is built on its 
ability to support clients in highly complex 
business transactions, advising multinational 
corporations, financial institutions and local 
companies in a broad range of practice areas. 

Posadas, Posadas & Vecino professionals 
provide legal, accounting, notarial and tax 
advice on complex business matters from 
a multidisciplinary perspective. This entails 
working as a team to provide the right 
solutions to the challenges posed by today’s 
business world. 

Main practice areas: corporate/M&A, banking 
and finance, dispute resolution, tax and 
accounting, real estate and notarial services, 
energy and natural resources, labour and 
employment. 

CONTACT:
MARÍA ELENA DE POSADAS 

mdeposadas@ppv.com.uy 

GONZALO GARI 
ggari@ppv.com.uy

+5982 604 1604
www.ppv.com.uy
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1. What role does the
government of Uruguay play
in approving and regulating
foreign direct investment?
Uruguay has historically been open to 
foreign investment in all sectors of its 
economy, going as far as to declare, 
through law 16.906, that the promotion 
and protection of domestic and foreign 
investment be of national interest. 

Foreign investment has continued 
growing in recent years under signs of 
protection of free market rules and 
different government incentives such 
as tax exemptions for foreign invest-
ments in certain critical areas, such as 
renewable energy, biotechnology and 
machinery and agricultural equipment 
manufacturing. Economic growth has 
also attracted foreign companies to 
purchase existing players in sectors 
such as services, transportation, 
abattoirs and the retail business.  As  
a supplementary measure to improve 
investment conditions, our country 
has started working on several 
agreements to avoid double taxation 
(CDI). Uruguay has signed CDIs with 
the following countries: Germany, 
Argentina (there is a tax credit clause 
to avoid double taxation), Republic  
of Korea, Ecuador, Spain, Finland, 
Hungary, India, Liechtenstein, Malta, 
Mexico, Portugal, Switzerland, 
Romania, United Arab Emirates, 
Vietnam, United Kingdom, Singapore, 
Belgium, Luxemburg, Poland and Chile. 

The Uruguayan legal system protects 
equality as a constitutional right and at 
a statutory level where no distinctions 
are made between nationals and 
foreigners. Besides, foreign investment 
is generally admitted without any 
previous authorization or filing 
requirements before any governmental 
agency and capital inflows and out- 
flows are free (no foreign exchange 

control whatsoever). These rules apply 
to government contract bidding and 
to corporate rules on purchase of 
companies. Furthermore, the judicial 
system provides efficient and 
adequate remedies in cases where  
a foreign bidder wants to contest  
the fairness of a bidding procedure.

2. Can foreign investors
conduct business in Uruguay
without a local partner? If so,
how does the Uruguayan
government regulate
commercial joint ventures
between foreign investors
and local firms?
Foreign investors can conduct business 
in Uruguay without need of a local 
partner. The Uruguayan government 
does not regulate in a special manner 
commercial joint ventures between 
foreign investors and local firms as 
opposed to other joint ventures. 

The basic law governing commercial 
companies in Uruguay is Law 16.060 
or the Companies Act, which contains 
most of the rules applicable to 
incorporation, operation and liquidation 
of a commercial entity. In accordance 
with its regulations, business can be 
carried out under different legal 
forms, amongst which, corporations, 
limited liability companies and branches 
of foreign companies stand out as the 
most common.

A) CORPORATIONS
Corporations must be incorporated
by at least two founders, but may then
be owned by just one shareholder. 
The main formalities needed for the
incorporation of these kinds of
companies are: (i) the approval of the
bylaws by the Internal Audit Office; 
(ii) registration of the bylaws before
the Public Registry of Commerce; and

(iii) publication of the incorporation
in the Official Gazette and in another
newspaper.

It is worth noticing that, unlike other 
jurisdictions in the region, in Uruguay 
there are no restrictions regarding  
the nationality or domicile of a 
corporation’s founders, shareholders 
or its directors.

Regarding the share capital of a 
corporation, the Companies Law 
mandates that at least 25% of the 
committed capital be paid-up upon 
incorporation, but afterwards allowing 
the shareholders to decide on the 
amount and conditions of payment, 
without them being bound by a 
minimum or maximum share capital.

Further to the above, a corporation’s 
share capital is to be issued in the 
form of shares, either in bearer or 
registered form. In accordance with a 
recently enacted law, the identification 
and registration of the beneficial 
owners before the Central Bank 
of Uruguay is required. It is worth 
mentioning that the registry of the 
Central Bank is not available to the 
public for review. 

B) LIMITED LIABILITY
COMPANIES
As opposed to corporations, 
incorporation of Limited Liability
Companies (or SRL as commonly
known in Uruguay) involves a shorter
procedure, entailing only the registra-
tion of the bylaws before the Public
Registry of Commerce and then
the publication of the incorporation
in the Official Gazette and another
newspaper (avoiding the Internal Audit
Office’s approval). However, SRLs
must have at least two holders of
capital interest (or “quotas” as
referred to by the Companies Law)
throughout their existence (and not
only for incorporation).
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Another relevant difference between 
SRLs and corporations is that, even 
though in both cases the shareholders’/ 
quotaholders’ have no liability 
exposure other than the committed 
capital contributions, the quotaholders 
of an SRL may also be liable in case of 
IRAE (companies’ income tax) and 
salary debts.

Regarding the capital interest of an SRL, 
as opposed to that of a corporation, it 
is mandatory to register quotas that 
do not provide documentary support 
(i.e. quotas are not negotiable instru-
ments). It is also required for the SRLs 
to register the beneficial owners before 
the Central Bank of Uruguay. 

C) FOREIGN COMPANY
BRANCHES

Branches of foreign companies may 
perform 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 bylaws must be published in the 
Official Gazette and another newspaper. 
Besides, they must be registered 
before the local tax authorities.

3. What laws influence the
relationship between local
agents and distributors and
foreign companies?
In Uruguay, there are no specific 
regulations regarding the relationship 
between a foreign company and its  
local agents or distributors.

4. How does the Uruguayan
government regulate
proposed merger and
acquisition activities by
foreign investors and are
there any areas of the
economy where they are
prohibited (e.g., natural
resources, energy or
telecommunications)?
Foreign investors are the main engine 
of M&A deals. In recent years, the 
major and most relevant M&A trans- 
actions in Uruguay were acquisitions 
of local companies by international 
investors. As previously stated, 
theUruguayan government makes no 
distinction between nationals and 
foreign investors, thus, there is no 
area within the Uruguayan economy 
where foreign investment is prohibited. 

Generally, M&A transactions in 
Uruguay take place through a purchase 
of shares. This, since acquisition of the 
going-concern business or pure asset 
transactions (that are also possible 
structures) are not normally used due 
to tax disadvantages and certain 
bureaucratic requirements imposed 
by Uruguayan law. Additionally, merger 
transactions are uncommon given the 
fact that they are subject to a formal 
and time-consuming control by the 
Internal Audit Office (the governmental 
agency in charge of the oversight of 
Uruguayan corporations). 

It should be pointed out that by  
the entry into force of Antitrust  
Act No. 18.159 a merger control  
was introduced for the first time in 
Uruguay. In this sense, depending on 
specific thresholds or circumstances, 
economic concentration transactions 
(mergers, acquisitions, sales of assets, 
etc. by which the total or partial 
control of economic units or companies 
are transferred) may need to be either 

notified to or authorized by the 
governmental competent authorities. 
There are three levels of regulation 
regarding mergers, acquisitions and any 
economic concentration transaction:

a)  Transactions that are required to be
 notified to the governmental
authority: 

• Transactions as a consequence of
which the company reaches a 50%
or higher market share of the
relevant market; and

• Transactions in which the group
of participants obtained an annual
gross income in Uruguayan
territory in any of the last three
fiscal years, equal to or higher
than approximately USD100 million.

b)  Transactions a consequence of
 which a “monopoly in fact” arises
 after its accomplishment, that must
 be authorized by the governmental
 authority; and

c)  Transactions that are not subject to
 any control whatsoever:

• Transactions that do not have as
a consequence an achievement
of a market share greater than
50% in the relevant market or
when its participants jointly
do not reach the gross invoicing
annual amount of 750 million
Indexed Units in any of the last
three fiscal years;

• The acquisition of companies of
which at least 50% of the control
was already owned;

• The acquisition of rights that
do not grant control over the
decisions of a company;

• The first investment of a foreign
company with no assets or
participations in other companies
in Uruguay; and
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• The acquisition of companies that
did not register activity in the
prior year to the closing of the
transaction.

5. How do labor statutes
regulate the treatment
of local employees and
expatriate workers?
Labor statutes regulations are not 
consolidated in a single document, but 
appear in dispersed provisions of 
different regulations (including 
International Conventions, Laws, 
Decrees, Collective Agreements 
between employers and employees, 
and Decisions of the Salary Councils).

In general, local and foreign workers 
have the same treatment under labor 
regulations.  There are very few 
situations where law or collective 
agreements establish limitations 
related to foreign workers. 

Main labor rights, benefits and  
compensations are the following:

a) Minimum Wage: There is a
national minimum wage to be
calculated per month of work
(approximately USD400). Also, a
special minimum wage for each
labor position or specific task may
be stipulated in the Collective
Agreements entered into between
employers and employees of a
certain type of business activity
(industrial, commercial, services).

b) Mandatory Bonus: Local law
provides, as a general benefit to all
employees, that the employers give
them an annual bonus of 1/12 of all
salary payments made to the
employee during the calendar year. 

c) Paid Vacations: For each year of
work, an employee is given 20 days
of  paid vacation. 

d) Vacation Salary: In addition to the
foregoing, the employee is also paid
an additional amount equivalent to
100% of paid vacations. 

e) Paid Leave and Holidays:
Payment of different leave benefits
and holidays (January 1st, May 1st, 
July 18th, August 25th and
December 25th). In case the
employee works on a holiday, 
payment shall have a surcharge of
100%.

f) Dismissal Payment: When there is
no specific term for a labor
contract, dismissal payment
is granted to all employees. This
indemnification is equivalent to
one monthly salary for each year
of work (or fraction) up to a
maximum of six wages. This
payment may be increased two to
three times under certain special
causes.

Hiring of foreign employees is allowed. 
Each worker or his employer must 
request before Migration authorities 
either a temporary identity card or a 
temporary or permanent residence in 
Uruguay.

The temporary identity card enables 
the permanence and work in the 
Uruguay for up to a maximum period 
of 180 days per calendar year.

Obtaining the Residency permit, 
whether temporary or permanent, 
will allow the employee to work and 
obtain a Uruguayan identity card 
which will give him access to all Social 
Security benefits (health insurance, 
sickness, unemployment, etc.) apart 
from all labor rights and benefits that 
are always granted in equal conditions 
to a local worker.  

6. How do local banks and
government regulators deal
with the treatment and
conversion of local currency,
repatriation of funds overseas,
letters of credit, and other
basic financial transactions?
The Central Bank of Uruguay (CBU) 
is the authority in charge of the 
control of the Uruguayan monetary 
policy and the financial system of the 
country. The CBU was created by 
article 196 of the Constitution of 
Uruguay and regulated by Act No. 
16.696 of March 30, 1995, named 
Organic Charter of the Central Bank of 
Uruguay. Through it, the CBU was 
organized as an autonomous commer-
cial body, providing it with technical, 
administrative and financial autonomy.

The unit of currency is the Uruguayan 
Peso; the U.S. dollar is also widely 
used within the territory. Uruguayan 
government guarantees the free 
repatriation of funds and other sums 
related to investments. Fund transfers 
can be made in any currency based on 
the free convertibility system in force 
in Uruguay.

7. What types of taxes, duties,
and levies should a foreign
investor in Uruguay expect to
encounter?
As was mentioned in answer to 
question 1, the government promotes 
investments in general and has specific 
policies toward the attraction of 
foreign investment. The general regime 
established by law 16,906 is absolutely 
open and, from a fiscal point of view,  
it does not discriminate between local 
or foreign investors; foreign investors 
are entitled to the same incentives as 
local investors.
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With respect to the taxation regime, 
in general, different taxes are applied 
only on the activities carried out 
within the country, the tenure of 
property located within the country 
and the revenues generated by them.  
The principal taxes that could levy a 
foreign investment are (i) Corporate 
Income Tax; (ii) Income Tax on Non- 
residents; (iii) Net Worth Tax and  
(iv) Value-Added Tax. 

Corporate Income Tax (IRAE) 
levies Uruguayan net income of 
economic activities of any nature 
(industrial, commercial, agricultural 
and services), obtained by national 
companies and foreign legal persons 
with permanent establishment in the 
country, at an annual rate of 25% 
applicable to the difference between 
gross income and the expenses 
required to obtain it, which are duly 
documented.

Uruguayan sourced income is defined 
as all income generated in activities 
carried out, goods located or rights 
used economically in Uruguay,  
regardless of the nationality, domicile 
or residence of those involved in  
the transactions, and the place of 
celebration of the legal business.

Income Tax on Nonresidents 
(IRNR) levies any kind of income  
of Uruguayan source (as defined for 
IRAE) obtained by nonresidents  
with no permanent establishment in 
Uruguay. The general rate amounts to 
12%; however, there are the following 
exceptions:  (i) 7% for interest on 
deposits; income from participation 
certificates issued by financial trusts 
through public offerings and listed on 
the Stock Market for national entities, 
for terms over three years; interest 
on deposits (local currency without 
an adjustment index) in financial 
institutions for less than one-year 

term and for dividends or profits paid 
by IRAE taxpayers to nonresidents 
and profits derived from author rights 
on literary, artistic or scientific works. 
(ii) 25% for income obtained by
entities that are residents, domiciled, 
incorporated or located in low
taxation jurisdictions except for the
dividends paid to IRAE taxpayers. 

Net Worth Tax is an annual tax that 
levies the net worth of Uruguayan or 
foreign companies located in the 
country at the rate of 1.5%, adjusted 
according to tax regulations, on the 
closing date of the company’s fiscal 
year.  Assets abroad and some local 
assets such as government bonds, 
negotiable debt securities and shares 
or capital of companies which are 
taxpayers of this tax, are not included 
for the liquidation of this tax. 

Value-Added Tax levies the domestic 
circulation of goods, the rendering of 
services within the national territory, 
the introduction of goods into the 
country and the value added originated 
in the construction of buildings. Its 
basic rate is 22% and is applicable to 
most of the taxed goods and services 
in national territory.  There is also a 
minimum rate of 10% and it is applied 
to some basic food, drugs, and some 
hotel services. Exports of goods are 
not levied by this tax. In relation to 
services, they are not levied by VAT 
only if they are qualified as an export 
of services strictly mentioned by the 
law. The concept of export of services 
includes, among others, services 
provided in customs areas, provisioning 
of ships, as well as services provided 
from Uruguay to companies or people 
domiciled abroad to be used 
exclusively abroad.

Finally, companies must make social 
security contributions on all types of 
salary paid to their employees located 
in Uruguay.

8. How comprehensive are the
intellectual property laws of
Uruguay, and do the local
courts and tribunals enforce
these laws regardless of the
nationality of the parties?
Uruguayan legislation on intellectual 
property is very comprehensive and it is 
enforceable regardless of the nationality 
of the parties to each conflict. 

Apart from its internal regulation, 
Uruguay has ratified several 
Intellectual Property Rights treaties, 
such as the Paris Convention for the 
Protection of Industrial Property, the 
Berne Convention for the Protection 
of Literary and Artistic Works, the 
General Agreement on Tariffs and 
Trade, the TRIPS Agreement 
(Agreement on Trade-Related Aspects 
of Intellectual Property Rights), the 
WIPO Copyright Treaty (WCT) and 
the WIPO Performances and 
Phonograms Treaty (WPPT).

The protection regarding intellectual 
property in Uruguay is entrusted to 
the National Direction of Intellectual 
Property, which is committed to 
manage and protect industrial property 
rights all over the country. 

Uruguay’s regulation on intellectual 
property comprises: copyright, 
industrial property (patents for 
inventions, utility models and industrial 
designs) and distinctive signs (marks, 
trade names and geographical indica-
tions). Below there are some 
comments on each of those areas. 
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a) Copyright. The legislation in force
protects the moral right of the author
of all literary, scientific or artistic
creations and acknowledges his/her
ownership right on the products
of his/her thought, science or art, 
protecting the rights of artists, inter- 
preters and performers, phonogram
producers and radiobroadcast
agencies.

b) Industrial Property. The protection
of industrial property comprises
patents for inventions, utility models
and industrial design. 

c) Distinctive Signs. Uruguayan law
also protects distinctive designs, 
including marks, trade names and
geographical indications. Regarding
marks, its registration confers its
holder the right to use it, while in the
case of trade names and geographical
indications no registration is needed.

It should be noted that, even though 
registration of the work for which 
protection is sought is advisable, it is 
not mandatory to be protected as 
intellectual owner of such work.

9. If a commercial dispute
arises, will local courts or will
international arbitration offer
a more beneficial forum for
dispute resolution to foreign
investors?
The Uruguayan state is divided in 
three powers or branches: Executive, 
Legislative and Judiciary. The Judiciary 
is the organism in charge of conflict 
resolution and it has the competence 
to resolve conflicts between individuals 
and public organisms or between 
individuals, regardless their nationality.

The courts in Uruguay are divided 
geographically, by the amount of the 
claims and by subject. The latter 
distinction is, mainly, the following: 

civil, criminal, organized crime, family, 
labor, customs and bankruptcy. 
Despite the foregoing, it should be 
noted that our courts do not specialize 
in commercial law, as arbitral tribunals 
tend to do. 

In addition, Uruguayan courts are well 
known in the region for their 
independence of the other branches 
and their very low (ornonexistent) 
corruption. They are characterized 
not only by their accessibility and 
impartiality, but also for their 
transparency, being regarded as 
amongst the most reliable in Latin 
America. 

Although in most cases it is indifferent 
whether arbitration or local courts 
are chosen for dispute resolution, 
there are some subjects that can be 
solved only by local courts such as 
conflicts regarding labor, crime and 
family law. Additionally, it should be 
noted that the submission of a conflict 
before local courts allows appeal, 
which arbitration does not.  

On the other hand, international 
arbitration is accepted by Uruguayan 
law and is also characterized by its 
confidentiality, celerity, flexibility and 
knowledge in commercial law. 
International arbitration is commonly 
used in our country and is centralized 
on the Uruguayan Board of Trade.  

A material advantage of international 
arbitration as opposed to the local 
jurisdiction is that the former allows 
for the choice of law provisions of the 
parties to a given contract (provided 
that they be from different jurisdictions) 
while the latter does not. 

It also should be noted that the laws 
of Uruguay recognize enforceability  
of foreign court judgments and 
arbitration rulings as a general principal. 
This recognition implies that, when 

enforcing such rulings, the competent 
court in Uruguay shall not analyze the 
merits of the case, nor their consisten-
cy with the court’s/tribunal’s decision, 
but for certain formal aspects.

 10. What advice can you
provide for how best  
to negotiate or conduct 
business in Uruguay?
Uruguay is undoubtedly one of the 
most attractive Latin American 
countries to invest in. Its social and 
political stability, very low level of 
corruption, favorable and suitable legal 
framework and excellent geographical 
location make it a great host country 
for foreign investment.  Additionally, in 
the last years deals have become 
more sophisticated with the progressive 
arrival of foreign investors. 
Transactional documents and the 
process of due diligence have been 
standardized to meet the international 
practice requirements. 

The most important pieces of advice 
we have for those planning to negotiate 
or conduct business in Uruguay, are: 

a) A thorough tax analysis of the
investment to identify the most
suitable and tax-efficient purchase
instrument and special purpose
vehicle should be conducted; 

b) To particularly focus on labor law
as it is a complex and burdensome
issue in Uruguay, thus requiring a
concise and deep understanding to
plan an investment; and

c) To carefully address the structure
for the enforceability of post- 

 closing claims, including an analysis 
of applicable law (note that in   
Uruguayan conflicts of law rules are  
mandatory and private parties  
cannot freely choose the applicable 
law), competent venue and security 
to be granted.
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