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About BLP

About BLP
In 2003, a group of Central American lawyers wanted to
revolutionize the legal market and founded a firm focused on
the development of client businesses through the assistance of
practical legal advice. On this basis, BLP recruits the best talent
in the region and thanks to the preferences of its clients has
grown to become one of the most recognized firms in the
region with offices in Costa Rica, El Salvador, Guatemala,
Honduras, Nicaragua, and a representative office in Madrid.

BLP is a member of and actively participates in the most
recognized international professional networks in the legal field,
which demonstrates that the firm provides a global service to its
clients, ensuring compliance with the highest standards of legal
services recognized anywhere in the world. Our goal is to help you
do business in the region easily and safely. This document is the
starting point for a series of guides designed for that purpose.

BLP has been recognized on numerous occasions as one of the
outstanding law firms in Central America. Such stature has been
validated by distinguished publications such as Latin Lawyer 250,
Chambers & Partners and International Financial Law Review,
Strategy & Business, as well as the referral of the firm to foreign
investors by the United States Commercial Service.
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About
Costa Rica

About Costa Rica

Provinces:
Official name:
Republic of Costa Rica
Capital:
San José
Area: 51,100 Km2
Official language: Spanish
Population: 5,163,068 inhabitants (2021)
GDP per capita: Per Cápita: USD $12,140 (2021)
Official currency: Costa Rican colon (ç / CRC)
Average annual exchange rate:
(2021 est.) $1 = 637 CRC
Fiscal year: Calendar year

Principal export markets: USA, Central America, EU
Exports: $14.553 billion (2021)
Principal export markets:
USA, Central America, EU

Competitive Advantages of Investing in Costa Rica:

Highly Qualified Human Resources

Strategic Geographic Location

Safe Climate for Business and Capital
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About Costa Rica
Main export products
Life Sciences (Medical Technology, Pharmaceutical, and
Biotechnology).
Manufacturing (Advanced Manufacturing, Light Manufacturing,
and Food and Agricultural Technology).
Digital Technologies Software Development and IT Services.

Free trade agreements
• Central America - United Kingdom
• Central America - Korea
• Central America - European Free Trade Association (EFTA)
(Costa Rica and Panama)
• Colombia
• Central America - European Union (Costa Rica, El Salvador,
Guatemala, Honduras, Nicaragua and Panama)
• Central America - Mexico (Costa Rica, El Salvador, Guatemala,
Honduras and Nicaragua)
• Peru
•China
•Singapore
•CAFTA-DR (Central America - United States - Dominican Republic)
•CARICOM
•Central America - Panama (Costa Rica, Guatemala, El Salvador,
Honduras and Nicaragua)
•Canada
• Central America - Chile (Costa Rica, El Salvador, Guatemala,
Honduras and Nicaragua)
• Central America - Dominican Republic (Costa Rica, El Salvador,
Guatemala, Honduras and Nicaragua).

Existing trade agreements
Multilateral agreements:
WTO member
Customs unions:
Central American
Common Market (CACM) member
Preferential Trade Agreements
Venezuela (AAP.A25TM N° 26)
Colombia (AAP.A25TM N°7)

Bilateral Investment Agreements
• Germany
• Argentina
• Canada
• Chile

•Taiwan
• Korea
• Spain
•France

•Netherlands
•Paraguay
•Czech Republic
•Switzerland

•Venezuela
• Qatar
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How to set up a business in Costa Rica?

The following are the main steps to start operations in Costa Rica.
01

Getting Started

04

Choose the type of company or form of
incorporation to structure the business. For more
information.

02

Tax System

Obtain the appropriate permits for your
activity and apply for any benefits that may
exist for such activity in the Free Trade Zone
system. For more information
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Real Estate
Choose the facilities to operate your business

Labor
Register the company as an employer in the
Costa Rican Social Security Fund and obtain the
mandatory Occupational Risk Insurance Policy
for employees

Register your business as a local taxpayer. For
more relevant information about Costa Rica's
tax system.

03

Special Permits and Authorizations.

06

Intellectual Property
Register any intellectual property required for
the operation.
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Getting
Started

1. Getting Started
To do business in Costa Rica, several legal approaches can be used such as sole proprietorship, forming a local company,
or opening a branch office of a foreign corporation. The following paragraphs 1.1 through 1.1.3 discuss information
relevant to choosing which institutional structure is best for your business.

Local company

The Limited Liability Company (S.R.L)

The two most common commercial formations under
Costa Rican law are the Sociedad Anónima (S.A.) which
is similar to a Corporation in the U.S., and Sociedad de
Responsabilidad Limitada (S.R.L.), which is similar to a
Limited Liability Company (Ltd.) in English. In either
case, shareholders are only liable up to the amount of
their capital contribution during a defined term of
commercial existence. The distinguishing characteristics
of each business formation in Costa Rica are listed
below.

Property interests in the S.R.L. are represented by “quotas” whose
original face value constitutes the sole amount for which the
quota-holder is liable. Such investment must be designated in Costa
Rican currency. This type of company is created with a defined time
frame and could be eligible in the United States as a "continuous
flow" tax entity. Quotas are not securities and by law are not freely
transferable. There is a legal right of first refusal in the acquisition of
quotas for the benefit of the remaining quota holders.

Sociedad Anónima (S.A.)
Property interests are represented by shares, which are
considered securities and are freely transferable. The
capital of the company can be in any currency and
shares can be issued with different preferences. In
addition, the corporation may issue debt. The Board of
Directors must have at least one President, a Secretary,
and a Treasurer; a Comptroller (auditor) must be
appointed.

The transfer of assessed contributions requires the approval of 100
percent of the holders of assessed contributions, subject to
exceptions. There is a preferential right to subscribe for new capital in
proportion to quotas held. All quota interests have equal rights; no
preferences or limitations can be set. The company is managed by
one or more managers with the authority granted by the quota
holders. It does not require a Board of Directors or a fiscal supervisor.
The S.R.L. cannot issue debt.
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Notable company obligations in Costa Rica
All Costa Rican legal entities must submit a declaration of the
final beneficiaries to the Central Bank within 20 working days
of their incorporation.
Moreover, all information identifying the final beneficiaries of
the institution must be provided to the Central Bank of Costa
Rica every year, as well as whenever there is a change in the
chain of ownership or final beneficiaries of an S.A. or S.R.L.

Branches and Trusts
Foreign companies may conduct business in Costa Rica
through the branches of their parent company provided that
the following requirements are met:
Appointment of a legal representative with full power
to act on behalf of the branch

The Branch shall be subject to the laws and jurisdiction of
Costa Rica for all acts performed or to be performed within the
country.
All documents submitted that have been issued abroad must
be duly legalized or certified (apostilled). In addition, foreign
companies may act within the country through the
registration of a legal representative before the Mercantile
Registry.
Trusts
Trust agreements are commonly used by commercial entities
and natural persons in Costa Rica.
Under the specific terms and conditions of the trust, the
benefactor transfers ownership of certain assets or rights to
the trustee for the benefit of the designated beneficiaries.

Declaration of the branch’s corporate objective
Declaration of the parent company containing
Share capital
Full names of all current officers and
managers
Legal term of existence
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Tax
System

2. Tax System
Territoriality
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The Costa Rican tax system is based on the principle of territoriality.
This implies that only income derived from Costa Rican sources is
subject to income tax.
The country’s Income Tax Law defines source income as any income
derived from services rendered, goods located, or capital used in the
national territory and obtained during the tax period. Based on this
principle, any income obtained from foreign sources should not be
considered as part of gross income.

Who should pay taxes in Costa Rica?
1. Any legal entity incorporated in Costa Rica and engaged in
commercial activities, including any branch or other permanent
establishment of a non-domiciled legal entity.
2. Natural persons domiciled in Costa Rica or those not domiciled
once they remain in the country at least 183 days a year.
3. Permanent Establishment or Branch: An entity not incorporated
locally could have a tax presence in Costa Rica when conducting
business activities within the country. Branches and permanent
establishments are taxed like any other regular taxpayer.
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Corporate Income Tax

Main
Taxes
Relevant for doing business

The general income tax rate applied to companies is 30%; if a company
receives an annual gross income of less than
112,070,000
(approximately $176,000) the rate ranges from 5% to 20%. While the
amount of annual gross income determines the applicable rate of income
tax, such rate is applied to the amount of net income, which is obtained
after deducting all applicable costs and expenses.
Income Taxpayer Obligations
File income tax returns and pay any taxes due within two months and
fifteen days from the end of the tax year.
Taxes on Dividends
Dividends paid between Costa Rican entities subject to income tax are
exempt from tax on dividend payments. In the case of domiciled natural
persons, inactive companies, or persons domiciled abroad, a withholding
tax of 15% is applied to dividends received.
Value Added Tax (VAT)
VAT is applied to all sales of goods and services. VAT must be reported
during the first 15 days of each month. The tax rate is 13% for most goods
and services.
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Capital Gains Tax

Municipal License Tax

Capital gains are taxable in Costa Rica at a 15% rate. However,
on the first sale of goods and rights obtained before July 1,
2019, the taxpayer may choose to apply the withholding tax of
2.25% on the sale price. Non-domiciled individuals or legal
entities that own real estate in Costa Rica are subject to a
withholding tax of 2.5% on the sale of the asset.

Any company engaged in a lucrative activity must apply for a
municipal license whose fee ranges from 0.1% to 0.35% of such a
company’s gross income. Moreover, specific licenses apply to
important operations such as the Mobile Patent that is required
of various technology companies that lack a specific work
location.

Capital Income Tax

Real Estate Tax
Land, buildings, and other permanent structures must pay to the
corresponding municipality an annual tax equivalent to 0.25% of
their tax value.

Income from movable capital is subject to a single and
definitive tax of 15%. Real estate capital income is subject to a
15% tax with a one-time deduction of 15%
Taxes on remittances sent abroad

Tax on legal persons
The tax on legal persons is paid annually and ranges from $100
to $400.

A withholding tax is levied on Costa Rican income sent abroad.
The rates of such tax range from 5.5% to 50% depending on
the nature and concept of the payment. The taxpayer is the
company or person domiciled abroad; however, the
withholding agent is the person who receives the service
domiciled in Costa Rica.
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Real Estate

3. Real Estate

In establishing a business in Costa Rica with physical facilities,
several alternatives should be considered: (i) leasing of a property
with facilities; (ii) acquiring a property with facilities; (iii) acquiring
and constructing facilities. Verification must always be made that
real property, the area where it is located and the permitted use of
the soil serve the needs of the business. Here are some important
considerations:
Leasing of operating facilities
The critical point is to verify that the proposed site is located in an area
where the operation of the intended business is permitted.
In Costa Rica, leasing is regulated by the General Law of Urban and
Suburban Leases, where the rules are mostly pro-tenant. A written
contract that reflects the terms and conditions of the lease is highly
advisable.
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Purchase of operating facilities

Construction of operating facilities

Before making any investment in real estate, due diligence on
the property must be performed, including title, liens,
easements, annotations and limitations, permitted use and
applicable restrictions, availability of public services, and any
other requirements that the operation of the business
warrants.

Local governments (municipalities) in Costa Rica are
competent to grant construction permits, for which the
interested party must preliminarily process other permits
and/or licenses that the type of construction requires.

Customarily, while due diligence is being performed, the buyer
proposes to underwrite an option or promise to purchase the
property from the seller.
The direct purchase of the property becomes official through
the subscription of a public deed of sale before a Costa Rican
notary, which will later be registered in the Real Estate Registry
of the National Registry of Costa Rica. The average cost of the
expenses and fees is 3.51% of the purchase price or the tax
value of the property, whichever is higher.

In general, before the pertinent municipality will issue a
construction permit, the construction plans must be processed
before a competent authority such as the Federated College of
Engineers and Architects (CFIA), Ministry of Health,
Firefighters, or Aqueducts and Sewers (AyA). Other
authorizations may be required depending on the company’s
type of activities.
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Special Permits
and Authorizations

4. Special Permits

and Authorizations

To operate in Costa Rica, a business may require
several permits or licenses. Before its launch, the
business should be analyzed to ensure that the
operation does not require special permits or
particular authorizations. In addition, some
businesses may choose to apply for state incentives
and benefits that pertain.

The main permits to consider are municipal permits or patents, work
permits such as the registration of the employer in the Costa Rican
Social Security System, and permits for tax exemptions or special
regimes.

Free Trade Zone (FTZ)
For companies making new investments in the country, the FTZ system offers a series of Governmental incentives and benefits such
as exemptions from:

Income Tax (ISR)

Export and Import Tariffs

Value added tax (VAT)

Taxes payable to local governments

Taxes on Remittances Abroad
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Eligibility Requirements
To qualify for FTZ incentives, the applicant must meet several
requirements including investing in new fixed assets,
conducting an activity authorized under the law, and
committing to hiring a certain number of employees.
The main categories under which a company can apply for
Free Trade Zone benefits include:

How to apply for Free Trade Zone status
To utilize the benefits of the FTZ, a company must apply to the
Costa Rican Foreign Trade Promoter (PROCOMER).
Once the application is approved, the Government issues an
Executive Agreement that consolidates the FTZ tax benefits
according to the project’s geographic location.

Services

Manufacturing

Marketing
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Labor

5. Labor
Compliance with labor obligations in Costa Rica is vital to business development. The main
regulations governing labor relations in the country are as follows:

Contribution to the Social Security System
(CCSS)
Every employer must contribute to the CCSS on its behalf
(employer's contribution) and must deduct from the salary
of its employees (worker's contribution) a legally-defined
fixed percentage. Therefore, the company must register as
an employer and register each employee with the CCSS from
the first day the employment relationship begins.

Every employer is also obliged to withhold monthly tax on
the salary of its employees according to progressive income
brackets up to 25% of the gross salary.

Also, each employer must insure its employees against
occupational hazards before the National Insurance
Institute (INS). The INS is a government institution that is
currently the only entity that offers such insurance.
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Work hours
Costa Rica recognizes three work shifts.

Rest Days, Holidays, and Vacations

a. The day shift takes place between 5:00 am and 7:00 pm and
cannot exceed 8 hours per day and 48 hours per week.

Employees are entitled to enjoy at least one scheduled day
of rest per week. The law establishes which holidays are
mandatory with enjoyment required in principle. An
employee is entitled to a minimum of two weeks of paid
vacation for every 50 weeks of continuous employment with
the same company.ía.

b. The night shift is between 7:00 pm and 5:00 am and cannot
exceed 6 hours per day and 36 hours per week.
c. The mixed shift overlaps both the day shift and the night shift
and cannot exceed 7 hours per day and 42 hours per week. A
mixed shift that requires work for more than 3.5 hours after 7:00
p.m. is legally considered a night shift.
In certain cases, the employer may extend daytime and mixed
hours for work that is not unhealthy or dangerous, as determined
by law.

Illness and maternity leave
Furlough due to common or regular illness as well as
maternity leave is regulated by legislation and covered by
the CCSS in different percentages. Disabilities due to
accidents or occupational diseases are covered by the INS.
Termination of the Employment Contract

Overtime must be paid the usual hourly amount plus an
additional 50% of such amount (“time and a half”). Ordinary
hours plus overtime hours may not exceed 12 hours per day.

Salary Adjustment
The mandatory minimum wage is adjusted yearly based on the
inflation rate. However, if considered necessary, the government
may adjust such minimum payment twice a year.

Depending on reasons for employment termination, the
severance payments owed by the employer vary. The main
reasons for termination of employment are (i) dismissal
without labor responsibility (with just cause); (ii) dismissal
with employer responsibility (without just cause); (iii)
waiver; (iv) retirement; (v) death, and (vi) mutual
agreement.
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Intellectual
Property

6. Intellectual
Property

The protection of intellectual property rights in Costa Rica is a priority, as reflected in its constitutional protection, special laws, and
the country's adherence to the main international treaties that protect this matter such as the Berne Convention for the Protection
of Literary and Artistic Works, the Paris Convention for the Protection of Industrial Property, the Rome Convention for the Protection
of Performers, Recording Producers and Broadcasting Organizations; the Trademark Law Treaty, the Patent Cooperation Treaty,
and the Agreement on Trade-Related Aspects of Intellectual Property Rights.

In Costa Rica trademarks, trade names, advertising signs,
slogans, literary works, copyright, patents, utility models,
industrial designs, undisclosed information, and in general
any intellectual property assets held by a company may be
registered and defended.
Since many of these assets require a local registry for
protection, they should be analyzed from the moment the
local business or operation is started.
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Accord in g to ou r S u s t a in a b ilit y e ff or ts
W E D O NOT P R I NT T H I S D O C U M E NT
For more information about the content of this document,
contact us at info@blplegal.
+506 2205 3939

blplegal.com

