
NICARAGUA

Content
02
About BLP

06
Getting Started

12
Real Estate

03
About Nicaragua

08
Tax System

14
Special Permits
and Authorizations

15

17

Labor

Intellectual Property

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
Nicaragua

About Nicaragua

Provinces
Official name:
Republic of Nicaragua
Capital:
Managua
Principal cities:
Managua, Granada, León y Masaya
Form of government:
Presidential Republic

Jinotega

Nueva Segovia

Chinandega

Madriz

Estelí

R.A.A.N

Matagalpa
Boaco
Masaya

León
Managua

Chontales

Granada
Carazo

R.A.A.S
Rivas
Río San Juan

Area: 130.370 Km2
Official language: Spanish
Population: 6,496,000 inhabitants (2021)
GDP per capita: $1,943 (2021)
Official currency: Córdoba C$, NIO
Average annual exchange rate: $1 = 35.5 NIO
Fiscal year: Calendar year

Preferential access to international markets
An abundance of natural resources
Availability of skilled labor

Competitive advantages of investing
in Nicaragua
Exports: $ 5.191 billion (2020)
Main export markets:
The US, Central America (Guatemala, El Salvador,
Costa Rica, Honduras), Mexico, and Taiwan.
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About Nicaragua
Trade agreements in force

Main export products:
Gold

Beef

Clothing and manufacturing
Coffee

Free trade agreements
• Central America - United Kingdom
• Central America - Korea
• Central America - European Union
Costa Rica, El Salvador, Guatemala, Honduras, Nicaragua, and
Panama
• Central America - Mexico
Costa Rica, El Salvador, Guatemala, Honduras, and Nicaragua
• Taiwan
Republic of China
• CAFTA-DR (Central America - United States - Dominican
Republic)
• Central America - Panama
Costa Rica, Guatemala, El Salvador, Honduras y Nicaragua
• Central America - Chile
Costa Rica, El Salvador, Guatemala, Honduras y Nicaragua
• Central America - Dominican Republic
Costa Rica, El Salvador, Guatemala, Honduras y Nicaragua

Multilateral agreements:
World Trade Organization
member.
Customs unions:
Central American Common
Market (CACM)

Preferential Trade Agreements:
Venezuela (AAP.A25TM N° 25)
Colombia (AAP.AT25TM N° 6)
Bilateral Investment Agreements:
• Germany
• Argentina
• Belgium / Luxembourg
• Chile
• Korea
• Denmark
• El Salvador
• Spain
• United States
• Russian
Federation

• Finland
• France
• Italy
• Netherlands
• United
Kingdom
• Czech
Republic
• Sweden
• Switzerland
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How to set up a business in Nicaragua?

The following are the main steps to start operations in Nicaragua

01

Getting started
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Obtain the appropriate permits for your
activity and, if applicable, apply for benefits
in Nicaragua. See Special Permits and
Authorizations.

Choose the type of company or form of
incorporation to structure the business. For more
information, see Getting started.
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Tax System
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Real Estate
Choose the facilities to operate your business. See
Real Estate.

Labor
Register the company as an employer with the
Nicaraguan Social Security Institute. See Labor.

Register your company as a local taxpayer. For
more relevant information on the Nicaraguan
tax system, see Tax System.
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Permits and Authorizations

06

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

1. Getting started?
In Nicaragua, the principle of "Freedom of Enterprise" governs. Natural and legal persons, national or foreign, decide
their form of organization and receive the same rights and guarantees. Relevant information to choose which option is
best for your business is found below.

Local Company
Without prejudice to other permitted corporate forms,
the most common business form in the country is the
corporation, although there are also Limited Liability
Partnerships (Sociedades Colectivas de Responsabilidad
Limitada).
Natural Persons are also granted the power to formalize
themselves as merchants through a General Regime
(designed under the same accounting formalities as a
company) and a Fixed Fee scheme designed as a
simplified scheme for small taxpayers.

The Corporation (S.A.) in Nicaragua
The S.A. in Nicaragua limits the liability of its
shareholders to the amount of their contributions. In
addition, the capital stock consists of shares that can be
freely transferred. The S.A. must have a Board of
Directors composed of at least two shareholders who
serve as directors as well as a legal representative.
Companies must have a domicile in Nicaragua and the

maximum term allowed by law is 99 years, which may be
extended.

The Limited Liability Partnership (S.C.R.L.) in
Nicaragua
Alternatively, a Limited Liability Partnership (Sociedad
Colectiva de Responsabilidad Limitada) may be incorporated,
which has the same requirements as a corporation, limiting
the social liability of shareholders to the amount of their equity
in the S.C.R.L.

Branches and subsidiaries:
These entities are established and regulated by the
Nicaraguan legal framework and must comply with the same
requirements as local corporations. For their formalization
and registration they must have :
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Agreement of the parent company to establish a
branch in Nicaragua
All the constitutive documents of the parent
company must be legalized and stamped (apostilled)
Have a general attorney domiciled in Nicaragua

The branch will be subject to the laws and jurisdiction of
Nicaragua for acts performed or to be performed within the
country.

Trust
Trust agreements are commonly used by business entities and
individuals in Nicaragua. According to the specific terms and
conditions of the trust, the benefactor transfers to the trustee
the ownership of certain assets or rights for the benefit of the
designated beneficiaries. Any natural or legal person wishing
to operate as a trustee must register with the Financial
Analysis Unit (UAF) and must comply with a series of
Anti-Money Laundering regulations.

Registration of company information in
Nicaragua
Mercantil companies are obligated to share information and
documentation regarding their shareholders, keep these
records updated, and once a year declare the beneficial
owners before the Public Registry of Mercantile Property. The
Registry must also be informed whenever a change in the
shareholding chain or beneficial owners of the Nicaraguan
corporation occurs. In addition, shareholders must hold an
annual ordinary meeting and comply with the tax obligations
detailed below.
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Tax System

2. Tax System
Territoriality
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The Nicaraguan tax system is generally based on the Principle of
Territoriality, according to which only income accrued in Nicaraguan
territory or from Nicaraguan sources is subject to income tax.
Furthermore, according to the Tax Agreement Law (LCT), any income
derived from goods, services, assets, rights, and any other type of
activity in the Nicaraguan territory, even if such income is accrued or
received abroad, whether or not the taxpayer has had a physical
presence in the country, is taxed under local law.
However, there are exceptions to this principle for capital income and
capital gains and losses, in which income obtained or received
abroad by Nicaraguan residents is taxed as long as it is derived from
assets and capital of Nicaraguan origin.

Who must pay taxes in Nicaragua?
1. Any legal entity incorporated in Nicaragua and carrying out
commercial activities, including any branch or other permanent
establishment of a non-domiciled legal entity.
2. Individuals domiciled in Nicaragua or those not domiciled but stay
within the country at least 180 days a year.
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3. Permanent establishment or branch: A locally unincorporated entity
may have a tax presence in Nicaragua when conducting business
activities within the country. Branches and permanent establishments are
taxed like any other regular taxpayer.

Main Taxes
doing business

When must businesses pay taxes
Taxpayers must file income tax returns for economic activities and pay the
corresponding taxes within two months after the end of the tax year, i.e.
no later than the last day of February. In addition, taxpayers must pay a
Minimum Definitive Payment of 2% (for major taxpayers), 3% (for large
taxpayers), and 1% for all other taxpayers on the gross annual taxable
income. This Definitive Minimum Payment is paid in monthly advances. At
the time of calculating the Annual Income Tax, a comparison must be
made between the Annual Minimum Definitive Payment and 30% of the
net taxable income, and the Annual Income Tax will be the higher of the
two. Certain exceptions apply.
Taxpayers are subject to income tax withholdings on income received for
sales or services corresponding to their economic activity. Such
withholdings offset to an extent the taxpayer's Business Income Tax.
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Income tax in Nicaragua is levied on three types
of income
Income from economic activities
For income from economic activities, a general income tax rate
of 30% is applied to taxpayers on the annual taxable net
income. In the case of taxpayers with an annual gross income
of less than NIO 12,000,000.00 córdobas (approximately
$330,000), the tax rate varies between 10% and 30%.
The tax on economic activities is calculated on the net income,
which is defined as the gross income minus expenses and
deductible costs under the Tax Cooperation Law. Therefore,
taxpayers may deduct from gross income all costs and
expenses necessary to generate taxable income. Expenses
incurred to obtain exempt income are not deductible.
Nicaraguan companies may deduct from their gross income
all expenses necessary to generate income, such as payment of
salaries, professional services, office rent, and supplies.

Labor income (Residents or non-residents)
Non-resident individuals who obtain income from Nicaragua
derived from their labor or economic activities, in general, are
subject to a withholding tax rate of 20%. The entity paying the
income must withhold the corresponding tax and pay it to the
Tax Administration. In the case of resident individuals, earned
income is taxed at a progressive rate.
Value Added Tax
Value Added Tax (VAT) is levied on the sale of goods, the
rendering of services, and the importation of goods into
Nicaraguan territory. This tax is calculated on the value added
and the final liability is calculated by subtracting the total VAT
sales paid on imports, services, or purchases from the total
sales and service taxes derived from taxable sales and services
during the same period. The current general VAT rate is 15%.
VAT is paid monthly. It must be declared and paid during the
first 15 days of the following month.

Dividends and capital gains
Dividend payments, as well as capital gains, are subject to a
15% withholding tax for residents and non-residents.
However, the taxable base changes according to the type of
asset and whether the transaction is onerous or not.
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Municipal Tax
Any company performing an economic activity must apply for
a municipal registration to operate. Accordingly, each
municipality charges a tax corresponding to 2% of the average
monthly gross income for the last three months of the
preceding year. The first time a municipal registration is
requested before a Municipality, the tax rate is 1% on the
capital invested in the Municipality (or on the capital stock, in
the case of Managua). The registration is required by each
Municipality in which the entity will carry out an economic
activity.
In addition, companies carrying out profit-making activities in
a Municipality must pay a monthly municipal income tax at a
tax rate of 1% on gross sales income.
Capital Gains Tax on the transfer of property subject to
Public Registration

Capital Gains Tax on the transfer of property not subject
to Public Registration
This capital gains tax arises when movable property is
transferred, including sales of shares. The applicable tax rate is
15% for residents and non-residents, and the taxable base
varies according to the property being sold and the
characteristics of the transaction (onerous or gratuitous).
Transfer pricing regulations
Taxpayers subject to transfer pricing rules must maintain
documentation to support the pricing of related party
transactions in order to provide them upon request of the Tax
Administration. Advance Pricing Agreements may exist under
which tax authorities must agree on the price of related party
transactions in advance. Any intercompany transactions that
may be anticipated in the future for which transfer pricing
support will be required should be evaluated.

The transfer of land, buildings, and other permanent
structures (as well as all assets subject to registration before a
Public Office, such as vehicles) are subject to a capital gains tax
withholding ranging from 1% to 7% depending on the value of
the asset (whichever is higher when comparing the tax
appraisal value and the transaction value).
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Real Estate

3. Real Estate

Any person, national or foreign, natural or juridical, may acquire
titled property and in general terms, there are very few limitations
for the acquisition and holding of property. Any business in
Nicaragua has the option to conduct its activities in owned or
leased real estate.
When establishing a business in Nicaragua with physical facilities,
several alternatives should be considered: (i) lease of a real estate
with facilities; (ii) acquisition of a real estate with facilities; (iii)
acquisition and construction of the facilities. It should always be
verified that the property, the area where it is located, and the
permitted land use serve the needs of the business. The following
are some important considerations:

Lease of Operating Premises
A company may choose to lease real estate to establish its operation. In
Nicaragua, the leasing of real estate is regulated by the Civil Code. The
lease option is the most common for the installation of administrative
offices or points of sale in which the investment to prepare the site will
not be substantial.
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As a general rule, leases of more than 10 years (or 20 for
agricultural purposes) are prohibited in Nicaragua, although
renewal is not prohibited. The number of municipal and
institutional permits that the company must have to begin
operations will depend on the type of operation it has.
Purchase of operating facilities
Before making any investment in real estate, due diligence
must be performed on the property, including title, liens,
encumbrances, easements, notations and limitations,
permitted use and any applicable restrictions, availability of
utilities, and any other requirements that the operation of the
business warrants. While performing due diligence, it is
customary to enter into an option or promise to purchase the
property with the seller.

an official document before a Nicaraguan notary. The deed
must be filed with the Nicaraguan Public Registry.
The registration and property sales tax is paid only once. The
municipal property tax is payable once a year and is subject to
a municipal appraisal of the property. The tax is 0.8% of the
appraised value.
Construction of facilities to operate the business
If you wish to carry out construction or improvements on a
property, you must have authorization from the
corresponding municipalities. The municipality will grant the
construction permit once all requirements have been
completed and the corresponding tax and fees have been
paid.

If the company will have some type of industrial or agricultural
operation or its investment plan involves the construction of
significant improvements on a property, the best option is to
acquire its own area and invest in it.
Once the decision to purchase is made, a legal asset holding
structure must be formed to secure the ownership rights and
protect the company from any operational risks and liabilities.
The closing of the transaction is done through a public deed of
transfer of ownership rights and the transfer of ownership in

13

Special Permits
and Authorizations

4. Special Permits

and Authorizations

Businesses operating in Nicaragua are required to
have a series of operating permits. It is important to
analyze the business well before launching it to
ensure that no special permits or particular
authorizations are required for the operation. In
addition, some businesses may choose to apply for
state incentives and benefits regimes. The main
permits to consider are municipal, labor such as
employer registration with the Nicaraguan Social
Security Institute (INSS), and permits for tax
exemptions or special regimes, if applicable.

Free Trade Zone user companies may receive these incentives
for an initial period of ten years.

Export Free Zone Law

Tax and financial incentives are granted for various projects
that contribute to the development and generation of
renewable energies.

This law establishes two categories for investment,
(1) Free Zone Operating Companies and (2) Free Zone
User Companies oriented toward the export of goods
or services. Free Zone Operating Companies may
receive up to 100% exemption from taxes related to
the operation of the business such as income tax
(general and municipal), corporate taxes, excise
taxes, transfer of goods, indirect taxes, and tax for the
import and re-export of assets.

Agribusiness
Based on taxable lists established by ministerial agreement,
VAT is exempted on local purchases and imports of inputs, raw
materials, and intermediate goods physically incorporated in
final goods, which in their preparation are subject to an
industrial transformation process.
Renewable energies

Exploration and Exploitation of Mines
Tax exemptions are granted in Nicaragua for the importation
of machinery necessary for the exploration and exploitation of
mines.
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Labor

5. Labor
Registration of the Company as an employer
In Nicaragua, all companies must register with the Dirección
General de Ingresos (DGI), receive an employer number.
Nicaragua has a comprehensive social security system that is
mandatory for all legally established employers and
employees and is administered by the Nicaraguan Social
Security Institute (INSS).
All employees, as well as the employer, must make a
mandatory contribution to social security as a percentage of
the salary. Depending on the number of its employees, a
company will be obligated to a higher or lower percentage of
contribution to the INSS. Every employer must register any
new employee with the Social Security Institute within three
days after hiring, otherwise, he/she will incur a late
registration fine.
Working hours
Three types of workdays are established in Nicaragua:
• Daytime: 8 hours per day, 48 hours per week.
• Night: 7 hours per week, 42 hours per week.
• Mixed: 7.5 hours per week, 45 hours per week.

An overtime shift may not be more than 3 hours a day, or 9
hours a week.
Wages
The minimum wage is established annually and is subject to
revision among the economic sectors of the country (private
enterprise, labor unions, and the Ministry of Labor), which
have a term to approve it and make it public until the last day
of February of each year.
Rest Days, Holidays, and Vacations
Employees are entitled to at least one scheduled day off per
week. The law establishes holidays, either mandatory or not,
with their enjoyment mandatory in principle. Every employee
is entitled to 1 hour of lunch per day. The Ministry of Labor has
the power to declare a holiday with the benefit of a salary or on
account of vacation at both national and municipal levels.
Every worker is entitled to 15 days of vacation with pay after 6
months of continuous employment with the same employer.
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Disability and leaves of absence
The Nicaraguan social security system covers disability, illness, old age, death, maternity, and pension, among others. The
employer and the employee, regardless of their residence, are subject to mandatory contributions as a percentage of all monthly
salaries.
In case an employee suffers a common illness, the employer must pay the employee a three-day salary, after which the Social
Security Institute (INSS) assumes the payment of 60% of the salary. In case of a work or travel accident, the Social Security
Institute (INSS) is responsible for paying 60% of the salary.
Termination of Employment Contract
The employer may terminate the employment contract at will without justifying the cause, subject to the payment of all social
benefits (“thirteenth month,” outstanding salary, vacation or leave days not taken, and compensation for seniority). An employer
requesting the cancellation of the contract for just cause must comply with the cancellation procedures before the Ministry of
Labor. If the cancellation of the contract is authorized, the employer does not have to pay a seniority indemnity.
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Intellectual
Property

6. Intellectual Property
The protection of intellectual property rights in Nicaragua is based on a body of laws that embraces contemporary concepts on
the subject. The country is a signatory of the main international treaties that protect intellectual property assets 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, Producers of Phonograms and Broadcasting Organizations, the Trademark
Law Treaty, the Patent Cooperation Treaty, and the Agreement on Trade-Related Aspects of Intellectual Property Rights.

In Nicaragua, trademarks and service marks, sound
marks, olfactory marks, trade names, advertising signs
(slogans), literary works, copyright, patents, utility models,
industrial designs, undisclosed information, and in general
any intellectual property asset held by a company can be
registered and defended. Many of these assets require a
local registration for their protection, necessitating their
analysis from the moment the local business or operation
is started.
It is also possible to make multi-class registration applications and there are rules regarding the protection of trade
secrets.
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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.com
+505 2298 1830

blplegal.com

