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Any inflows into and outflows of foreign currency from the Argentinean exchange market by residents in Argentina have to be registered with the Argentinean Central Bank unless certain exceptions apply. Although the exchange control regulations have been in force since 2005 under the Presidential Decree 616/2005 (which became effective on June 10, 2005), other Resolutions issued by the Ministry of Economy and Production and subsequent series of communications released by the Central Bank, all inflows and outflows of foreign currency have recently been increasingly monitored by the Argentinean Central Bank.

In particular, the following rule requiring companies and individuals who transfer monies into and out of Argentina to set up a minimum cash reserve or deposit (the so-called “encaje”) amounting to 30% of the transfers (of foreign currency) received from overseas unless certain exceptions are met is being increasingly enforced in Argentina.

The obligation to set up a minimum cash reserve is applicable to the cash settlement of same-day exercise and sale transactions for stock options where funds are remitted from a foreign parent company into the Argentinean subsidiary unless the transaction is considered:

1. A capital contribution, 

2. A deal involving foreign trade funding, 

3. An issuance of debt securities backed up by a public offering and being listed on self-regulated markets and loans which are destined to the purchase of fixed assets (or PP&E) for which the relevant entries can be recorded or posted in the financial statements, or 

4. A transfer of funds between a foreign bank account and a local Argentinean bank account with the same name in both accounts. 

CHARACATERISTICS OF THE 30% LEGAL DEPOSIT
The 30% minimum cash reserve or legal deposit has to be processed by an Argentinean financial institution, and the main characteristics of such deposit are as follows:

· Has to be made in US dollars; 

· It is nominative (i.e. there must be a real person designated with authority on the bank account); 

· It is non-transferable; 

· The Central Bank pays no interest on the deposit; 

· The deposit has to be maintained for 365 calendar days as of the date of registration with the Central Bank of the inflow of foreign currency. 

In order to be excluded from setting up the 30% cash reserve when transferring monies into or out of Argentina, companies should consider setting up a bank account with the same entity name in the foreign location and in Argentina to facilitate such transfers. The US $2 million per month limitation still applies when transferring currencies using this method.

ACTION
Companies should:

· Consider setting the foreign same name to US $2 million exercise and for stock options; 

· Advise employees account and account in the exercise price month.
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