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PwC, the world’s leading professional services firm, helps organizations and  
individuals create the value they’re looking for. We’re a network of firms with more 
than 195,000 people in 158 countries who are committed to deliver quality in  
assurance, tax and advisory services. 

PwC Interamericas is a regional entity comprised of seven firms: PwC Panama, PwC 
Costa Rica, PwC El Salvador, PwC Nicaragua, PwC Honduras, PwC Guatemala and 
PwC Dominican Republic with more than 30 partners and more than 1,000  
professionals of diverse areas.
  
We work to support our clients by leveraging the knowledge and skills of our local 
people and professionals through our global network. In this way we strive to provide 
quality services to all our clients.

A constant display of excellence and technical expertise has positioned PwC  
Interamericas as the number one in our region, providing our principal lines of  
services Assurance, Tax and Legal, Advisory and Business Process Outsourcing, which 
include a wide range of solutions for our clients. 
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Preface

The economies of our region have been improving their business 
environment during the last decade compared, in many cases, 
with the world's largest national economies; therefore, many 
investors have set their sight in the countries of our region. 

Doing Business 2015 is the second of a series of annual reports 
prepared by PwC InterAmericas. This guide was written to give 
a quick overview of the investment climate, taxation, forms of 
business organization, and business and accounting practices in 
Central America and the Dominican Republic. 

Making decisions about foreign operations is a complex process. It 
requires an intimate knowledge of a country's commercial climate, 
whereby understanding that the climate can change overnight. 
Investors doing business or planning to do it in our region will 
obtain current and detailed information from experienced PwC’s 
professionals.

With offices in 157 countries and more than 195,000 people, PwC 
is among the leading professional services networks in the world. 
We are always working with our clients and communities to build 
trust in society and solve important problems, not only delivering 
our services, but also developing research and reports and sharing 
our knowledge in a broad spectrum of topics.

All of us in PwC are committed to create the value you are looking 
for by delivering quality in assurance, tax and advisory services. 
So rest assured that our Tax & Legal team developed an insightful 
guide to provide you with a valuable tool for planning your 
investment in Central America and the Dominican Republic.

ANGEL  
DAPENA 
LAMBRIDGE
Territory 
Senior Partner
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Foreword

We are pleased to launch this Third edition of the InterAmericas 
Doing Business Guide 2015, which offers information to investors 
regarding the culture, investment climate and taxation system in 
these jurisdictions, including answers to most frequently asked 
questions, as a result of our cumulative knowledge and experience 
working with leading companies across Central America, Panama 
and Dominican Republic.

Our extensive expertise in mergers and acquisitions has lead
us to become the preferred advisor for the main business 
transactions taking place in the InterAmericas.

At PwC we take great pride in having a team that works hard to 
differentiate our firm from a crowded marketplace and are truly 
"Second to None".
 
We enthusiastically strive to make your tax compliance efficient 
and are geniunely motivated to exceed your expectations on each 
engagement. PwC is a firm you can trust and rely upon to help 
solve complex business problems, always acting within our strict 
global code of conduct and independence policies.

We know how important and reassuring it is to find someone you 
can trust when you arrive at a new location and to receive timely 
advice on all your issues such as what to do, where to go, and how 
to do things right, while respecting and understanding the local 
culture.

We look forward to assisting you in your business endeavors and 
to help you prosper and succeed while strengthening mutually 
beneficial relationships.

RAMON 
ORTEGA 
Lead Regional Tax 
Partner
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Costa Rica

Geographic background

Costa Rica is located in Central America. 
It is bound to the north by Nicaragua, to 
the south by Panama, to the east by the 
Caribbean Sea, and to the west by the 
Pacific Ocean.  
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Costa Rica chapter content
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•	 List of banks.
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Overview of the country

Brief history

The culture of CR is in many ways a reflection of its ethnic diversity, with a predominantly 

European and North American influence, along with traces of creole and indigenous 

affinity. 

CR was discovered by the Europeans around the year 1500, and subsequently became part 

of the greater Spanish Empire. In 1821, CR obtained its independence from Spain, and 

after some attempts to conform to the rest of Central America in a union called “Federación 

Centroamericana”, it declared itself as a sovereign and independent republic under the 

mandate of its first president Jose Maria Castro Madriz in 1848.

Climate

CR has a tropical climate with an average temperature of 22°C that increases considerably 

in the coastal areas; in San José (the capital city), it goes from 14 to 24°C in December, and 

17 to 27°C in May. The Caribbean coast averages 21°C at night and over 30°C during the 

day. The Pacific coast is hotter than the Caribbean but less humid.

Costa Rica
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Population, form of government, language, currency:

Area 51,100 km²
Population 4.6 millions of inhabitants
Population per km2 90.01 hab. /km²

Population growth 2,22% (est. 2011) 

Urban population 40%

Political system Democratic Republic

Form of government Presidential

Language Spanish

Currency colon (¢)

Administrative division 7 provinces

Religion Roman Catholic

Capital city San José

Education

Costa Ricans are a highly literate people: the country boasts of 93% literacy in those 10 

years or over, the most literate population in Central America. Many of the country’s 

early fathers like the first president, Jose Maria Castro, were former teachers who were 

concerned about the education in Costa Rica. In 1869, the country became one of the first 

in the world to make primary school education both free and compulsory, funded by the 

State’s share of the great coffee wealth. In those days only one in ten Costa Ricans could 

read and write. By 1920 50% of the population was literate and by 1970 89% were able to 

read and write.

The last 20 years have seen a significant boost to educational standards. Since the 70’s the 

country has invested more than 28% of the national budget on primary and secondary 

education. President Figueres elected in 1994, advocates a computer in each of the nation’s 

4,000 schools, plus mandatory English classes, following the technological and tourist 

industries’ boom of recent years. 
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Costa Rica

Elementary and High schools are to be found in every community. Students are not 

required to pay for assistance to school; a nominal voluntary charge of around $20 per 

year applies. Elementary school has 6 grades or levels; whereas high school has 5 grades 

or levels. Each is divided in two cycles, and upon completion of each cycle, students are 

required to pass tests on all subjects studied during those years. The most notorious of 

these tests are the “high school” Tests, which are required to get the high school diploma 

needed for admission to Universities. 

Although the country lacked a university until 1940, Costa Rica now boasts four state-

funded universities and a score of small private ones, the number of which has increased 

dramatically in the last decade, due to the difficulty of being admitted to state-funded, 

more prestigious universities. Opportunities abound for adults to earn primary or 

secondary school diplomas and to have access to higher education.

The University of Costa Rica (UCR), the largest and oldest university, enrolls some 35,000 

students, mostly on scholarships, but even paying full tuition is not hard as it rarely 

surpasses $200 a semester. The main campus is in the northeastern San Jose community 

of San Pedro but the UCR also has regional centers in Alajuela, Turrialba, Puntarenas and 

Cartago. The National University in Heredia, offers a variety of liberal arts, sciences, and 

professional studies to 13,000 students . Cartago’s Technical Institute of Costa Rica (ITCR) 

specializes in science and technology, and seeks to train people for agriculture, industry 

and mining. The State Correspondence University, founded in 1978, is modeled after the 

United Kingdom’s Open University and has 32 regional centers offering 15 degree courses 

in health, education, business administration, and the liberal arts. 

In addition there are many private institutions like, the Autonomous University of Central 

America, the University for Peace, sponsored by the United Nations offering a master’s 

degree in communications for Peace. 
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Political and legal system

Legal framework

The political and legal structure of Costa Rica is comprises of three main branches: 

Legislative, Executive and Judicial; which are composed and exercised as follows:

Polítical and Legal Framework
Executive Legislative Judicial

Exercised 
by the:

The President 
and the  
Ministers

Unicameral  
Congress

Supreme Court of Justice

Composed 
of:

The President 
and the  
Ministers

57 Congressmen The Supreme Court of Justice is 
composed by 22 magistrates. 

Elected or  
appointed 
by:

Elected by  
direct vote 
every 4 years.

Elected by direct 
vote every 4 
years.

The magistrates are appointed by 
the Congress for a renewable for 
8-years term.

The Costa Rican legal system is based on the Civil Law and derives mainly from the 

Napoleonic Code.

In the 2013 Worldwide Governance Indicators from the World Bank, Costa Rica was first 

among Latin American countries for Political Stability and Absence of Violence/terrorism.
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Costa Rica

Main political parties

•	 National Liberation Party (Partido Liberación Nacional - PLN).

•	 Citizen	Action	Party	(Partido	Acción	Ciudadana	-	PAC).

•	 Libertarian	Movement	Party	(Partido	Movimiento	Libertario	-	PML).

•	 Social	Christian	Unity	Party	(Partido	Unidad	Social	Cristiana	-	PUSC).

•	 Frente Amplio (FA).

During 2014, Costa Rica held national elections. In this process, for the first time in its 

history, the Citizen Action Party (Partido Acción Ciudadana) reach the presidency. 

The economy

One of the pillars of the Costa Rican economic development has been trade liberalization, 

which has allowed exports to surpass its 30% ratio of GDP in 1980 to a current 50% rate 

(includes exports of goods and services).

This trade liberalization has been followed by a series of structural changes resulting in 

productivity growth, diversification of the economy and a higher level of investment.

The real GDP has been increasing at a compound annual growth rate of 5.3% since 1991. 

All these changes have translated into important social achievements. In the last 20 years 

poverty was reduced from 40% to less than 20%.
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2011 2012 2013
GDP
GDP at market prices $56.45 $59.35 $61.43

Real GDP growth (%) 4.4% 5.1% 3.5%

Prices and financial indicators

Exchange rate Colón: US$ (end-period) 505,66 504,55 550.01
Lending interest rate (avg. %) Jan 1st 
Estimate. Industry loans in national  
currency

17.10% 17,20% 17.34%

Lending interest rate (avg. %) Jan 1st  
Estimate. Industry loans in USD currency 10,78% 10,73% 10,08%

Current account (US$ millions)

Exports 10380 11470 11343
Imports 15530 16790 17572
Trade Balance -5150 -5320 -6229
Unemployment 
(Unemployment (avg. %) 6,5% 7,9% 7,77%

Sources: Costa Rican Central Bank. Costa Rican Foreign Commerce Ministry, CIA Factbook.

Inflation

The annual percent change in consumer prices compared with the previous year's consumer 

prices in Costa Rican have been decreasing constantly for the past 3 years and haved stayed 

extremely balanced: 5,82% 2010, 4,74% 2011 and 4,55% in 2012. The main factors affecting 

the decrease in the general prices are Food and non-alcoholic beverages, as well as rentals and 

housing services. 

The macro-economic2013-14 program of the Central Bank of Costa Rica maintains the 

inflationary goal of inter-annual variation of 5% ± 1 p.p. for the biennium 2013-14 and will 

continue with the actions of monetary policy to consolidate the interest rate of short-term as one 

of its main policy instruments.
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Costa Rica

In relation to the 2012, the new projections adjusted downward to the product real growth for 

both years, in response to the slowdown of both internal and external demand. In the first case, 

(output gap) are not seen as inflationary pressures that hinder the goal established and, in the 

second case the risks associated with the gradual recovery of world economic growth are not 

displayed.

Doing business in Costa Rica

Government attitude towards foreign investment

CR’s economic, political and social stability is one characteristic that has distinguished 

the country throughout its entire contemporary history and is one of the most important 

strengths that has enabled it to reach great success in alluring foreign investors.

The Government created Free Trade Zones under law No. 7210 (known as the "Free 

Trade Zone Law"). Fiscal incentives, including 100% exemption from virtually all taxes 

and Government finance for the training of employees, are available to companies which 

comply with the investment and employment requirements stated in the Law. 

In addition, there are other specific sectors, such as tourism and forestry, that are promoted 

by the government through tax incentive laws. These sectors are briefly defined in the Tax 

System epigraph.

Free trade agreement and other agreements

Costa Rica is a member of the World Trade Organization and has some preferred 

treatments. The country has access to United States through the Caribbean Basin Trade 

Partnership Act (CBTPA) which was an extension of the Caribbean Basin Initiative (CBI) 

and the Preferred Generalized System GSP.
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Costa Rica has bilateral free trade agreements with the following countries and blocs 

which took effect on (see date): Canada (November 1, 2002), Chile (February 15, 2002), 

Caribbean Community (CARICOM)¨ (November 15, 2002), Dominican Republic (March 7, 

2002), El Salvador Customs union, (1963, re-launched on October 29, 1993), Guatemala 

Customs union, (1963, re-launched on October 29, 1993), Honduras Customs union, 

(1963, re-launched on October 29, 1993), Mexico (January 1, 1995), Nicaragua Customs 

union, (1963, re-launched on October 29, 1993), Panama (July 31, 1973, renegotiated 

and expanded for (January 1, 2009), United States (January 1, 2009), China under 

negotiation, Singapore under negotiation, European Union under negotiation.

The main agriculture products are bananas, pineapples, coffee, melons, ornamental plants, 

sugar, corn, rice, beans, potatoes; beef, poultry, dairy; timber.

The main industries are: microprocessors, food processing, medical equipment, textiles 

and clothing, construction materials, fertilizer, plastic products.

Foreign investment

Foreign investment, which is welcomed in Costa Rica, is concentrated in manufacturing 

(45%) and agriculture (25%, mainly banana and coffee interests). Other investments 

are placed in the railways, tobacco, communications, airlines, government bonds, and 

real estate. The US, Costa Rica's major foreign investor, has interests in computer chip 

manufacturing, agriculture, petroleum refining, distribution, utilities, cement, and 

fertilizers. The continued high level of trade with the US has been conducive to private 

foreign investment, especially in export industries. Investment incentives include 

constitutional equal treatment guarantees and free trade zones. Foreign direct investment 

in Costa Rica in 2011 was $2.104 millions, or 5.1% of GDP.

Liberalization of Costa Rica's trade and investment regimes, have resolved the internal 

debt problem, and passage of legislation expanding private sector investment in energy, 

telecommunications, roads, ports, and airports have boosted opportunities for foreign and 

local investors and increase Costa Rica's prosperity. The Public Concessions Law defines the 

ways in which foreigners could invest in Costa Rica's public sector.
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Costa Rica

The Costa Rican government has introduced a wide variety of incentives in an effort to 

encourage foreign investment. To support this effort, CINDE (Costa Rican Investment 

Promotion Agency), a private non-profit organization, was set up to assist and guide 

investors and companies in the set up for operations in Costa Rica. 

A further step on this effort was the promulgation of legislation providing significant tax 

and operational incentives to companies in export related activities. These sets of incentives 

are: the export contract, the free zone and the temporary admission system, all of which 

include total or partial tax exemptions and expedite customs clearance services among 

other simplified operational aspects. 

Costa Rican laws, regulations and practices foster competition and do not discriminate 

between locals and foreigners, for the conduction of business. The only exceptions to this 

are the entities that are constitutionally precluded from total foreign ownership such as 

telecommunications, energy generation and insurance. Tax, labor, health and safety laws 

do not inhibit the flow of investment. 

Foreign investment incentives

The Costa Rican government has introduced a wide variety of incentives to encourage 

foreign investment. Among the most important are:

•	 The 'Drawback' law no 5162 of 1972 encouraged the citing in Costa Rica of "screw 

driver" assembly plants. Enterprises which wish to assemble products in Costa Rica 

and re-export the finished products to other markets can import all their capital 

machinery and raw materials including the parts to be re-assembled free of all import 

duties. The final product which is re-exported is not assessed to any business income 

tax on profits.

•	 Free Zones, known as Export Processing Zones - see above.



22 | PwC

Establishing business in Costa Rica

Costa Rican corporations are regulated by the Code of Commerce, Law N° 3284, enacted 

on April 30th, 1964 (henceforth “C.C.”).

Commercial Societies

•	 General Partnership (Sociedad en Nombre Colectivo).

•	 Ordinary Limited Partnership (Sociedad en Comandita Simple).

•	 Limited Liability Company (Sociedad de Responsabilidad Limitada -S.R.L.-).

•	 Corporation (Sociedad Anónima – S.A.).

Formation procedure

In general terms, the formation of any type of commercial entity follows the steps described 

below. However, it is important to bear in mind that each have specific requirements that 

must be complied with in order to duly incorporate the desired entity, and that further 

consultation must be carried out with the particular legal specialist in each case.

•	 The founders acquire the services of a Public Notary and draft an incorporation deed, 

containing the new company´s by-laws and the appointment of the administrators. 

•	 Issue shares in accordance with the shareholder´s contributions. 

•	 Pay the registrations fees (based in the company´s capital) and submit the 

incorporation deed to the Public Registry.

•	 Upon registration of the incorporation deed the company is assigned a corporate 

identification number.

Closing procedure

According to the C.C., a corporation is closed by either of the following reasons: - 

Shareholder´s agreement. – Completion of the corporate term. – Impossibility of achieving 

the corporate object. – Definitive loss of more than 50% of its capital (unless replenished 

by the shareholders or proportionally decreased).
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If the shareholders agree to close and liquidate the corporation, they have to register such 

agreement in the National Registry, publish a notice in the Official Ledger and appoint a 

liquidator in order to pay the company debts and distribute the balance to the shareholders 

in accordance with their contributions. 

Branch and/or Permanent establishment

Any foreign entity may register a branch in Costa Rica.

Registration procedure

The foreign entity must register a Shareholders agreement in the Costa Rican National 

Registry containing:

•	 Appointment of a Legal Representative in the country for the company´s businesses. 

•	 Object, capital, and compete data of the main company´s directors.

•	 An express declaration of submission to the Costa Rican Law.

All documents are validated by the country of origin Consulate and registered in Costa Rica 

in order to acquire a local corporate identification. 

Joint-Venture (Sociedades de Hecho)

Joint Venture is a contract between 2 or more persons who are classified as traders with an 

interest in one or various specific and transitional business operations, which shall be run 

by one of them at his sole name and under his personal credit, with the responsibility to 

account and divide with its stakeholders the gains or losses in the agreed proportion.

Joint Ventures are not expressly contained in the Costa Rican law, but are accepted as  valid 

for of business association. 

Costa Rica



24 | PwC

Banking system

Central Bank

The Central Bank of Costa Rica (Banco Central de Costa Rica BCCR) was created on April 

23, 1953, althrough the enactment of Law No. 1552, called the Constitutional Law of the 

Central Bank of CR, was substituted by Law No. 7558 dated November 3, 1995.  

The Central Bank is an autonomous institution responsible in the contribution to the 

development of the Costa Rican economy, security and price stability. Also, it is tasked with 

maintaining the internal and external stability of the national currency and to ensure its 

conversion to other currencies.

Commercial banks

The Superintendence of Financial Institutions (Superintendencia General de Entidades 

Financieras SUGEF), is the entity in charge of ensuring the stability, solidity and efficient 

operation of the national financial system, by following strictly legal and regulatory 

provisions and according to regulations, guidelines and rulings issued by the institution 

itself, safeguarding the general interest.

SUGEF supervises the operations and activities of the entities under its control and the 

operations of the entities authorized by the BCCR that are to participate in the exchange 

market.  Within its powers are the faculty to issue general norms for establishing sound 

bank practices, to issue guidelines it deems necessary to promote stability, solvency and 

transparency of the operations of the supervised entities, and to establish categories of 

financial intermediaries in terms of the type, size and degree of risk.

The legal framework applicable to this field is broad. Some of the laws regulating such 

activity are: Organic Law of the National Bank System, Law of Cooperative Associations 

and Creation of the Institute of Cooperative Promotion, the Regulating Law of Non-

banking Financial Companies and its Regulation, Central Bank’s Organic Law, Stock Market 
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Regulating Law, Law on Narcotics, Psychotropic Substances, Non-authorized Use Drugs, 

Capital Legitimization, and related activities.

List of banks

Central bank

•	 Banco central de Costa Rica.

Government-owned banks

•	 Banco Crédito Agrícola de Cartago.

•	 Banco de Costa Rica.

•	 Banco Nacional de Costa Rica.

Banks created with special laws

•	 Banco Hipotecario de la Vivienda.

•	 Banco Popular y de Desarrollo Comunal.

Private Banks

•	 Banco BAC San José S.A.

•	 Banco BCT S.A.

•	 Banco Cathay de Costa Rica S.A.

•	 Banco Citibank de Costa Rica S.A.

•	 Banco CMB (Costa Rica) S.A.

•	 Banco de Soluciones Bansol de Costa Rica S.A.

•	 Banco General (Costa Rica) S.A.

•	 Banco HSBC (Costa Rica) S.A.

•	 Banco Improsa S.A. 

•	 Banco Lafise S.A.

•	 Banco Promérica de Costa Rica S.A.

•	 Scotiabank de Costa Rica S.A.
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Labor and social security

Labor supply

The Costa Rican labor force is distributed as follows:

Agriculture:  14%

Industry:  22%

Services:  64%

Total as of 2010
Labor Force

Total Employed Unemployed
Country total 4,713,618 2,210,569 2,022,417 188,098
Gender 
Male 2,292,438 1,339,410 1,245,678  93,732
Female 2,425,243  871,159  776,793  94,366

Source: Costa Rican National Institute of Statistics  

Labor law requirementss and Social Security 

Social security charges/payroll taxes based on salary paid to the staff in Costa Rica.

A. Cost obligations of the employer as a temporary withholder:

1. Income Tax Law: According to Costa Rican Income Tax Law, the employer has the 

obligation of withholding salary income tax on the employee’s salary (with an upper 

marginal rate of 15%) as part of his (employer) Income Tax Obligations. The retained 

amount has to be declared and handed over to the Tax Authorities within the first 15 

calendar days of the month immediately following that in which the payment of salary was 

rendered. 
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For the purposes of the company’s year-end Income Tax Return, the amounts paid as salary 

can be treated as a deductible expense, as long as all salary income tax and social security 

contribution obligations have been duly carried out.

The percentage of the withheld amount varies according to the salary paid to the employee, 

in accordance with the following progressive scale: 

Up toCRc 793,000 ($1,468 Aprox) Exempt.
On the excess of CRc 793,000.00 colones and up to CRc 1,190,000.00 
colones ($2.203 Aprox): 10 %

On the excess of CRc 1,1190,000.00 colones 15 %

2. Social Costs: Costa Rican labor law introduces the concept of Social Costs, commonly known 

in the local language as “Cargas sociales” as a series of items that cover all the employee’s 

social security needs, this costs are paid both by the employee and the employers. The amount 

paid by the employee is retained from his salary by the employer (in the same manner as 

the income tax described above) and then transferred to the Costa Rican social security 

institution: “Caja Costarricense del Seguro Social” (C.C.S.S.).

The percentage of this cost that has to be paid by the employee and retained by the employer is 

9.34% of the employee’s salary and contains the following items:

Social Costs Percentage paid  
by the employee

Health and maternity leave Benefits 5.50%

Old age, disability and death Benefits 2.67%

People’s and Community Development Bank 1.00%

Total amount to pay 9.17%
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B. Direct cost obligations of the employer:

1. Social Costs: As mentioned before, the social costs are paid by both the employer and the 

employee. Different from the employee´s portion, where the employer acts strictly as a 

withholder, the portion corresponding to the employer has to be paid directly in any state 

owned bank (there are four of them) and adds 26.33% of the worker’s salary and contains 

the following items:

Social Costs Percentage paid  
by the employer

Health and maternity leave Benefits 9.25%

Old age, disability and death Benefits 4.92%

Family Allowances 5.00%

INA* 2.00%

People’s and Community Development Bank 0.50%

IMAS** 0.50%

Employee’s Protection Law*** 3%

INS 1%

Total amount to pay 26.17%

* INA, IMAS, and INS are government institutions.

** Changes depending on the sector

*** This law has been in effect since March 2001.

2. Mandatory Labor Risks insurance cost:

An insurance policy called “Labor Risks Insurance” is set as mandatory by the Costa Rican 

Labor Code. The employer is obligated to pay this policy to the National Insurance Institute 

(a state owned insurance monopoly) according to different rates set by the employee’s 

status or position. (The rates increase according to the risk level of the line of work, for 

example the rate of a common office clerk is set in a low 1% of the salary). 
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C. Other costs

1. Vacations: Costa Rican labor code describes a benefit set as two weeks paid vacations for 

every fifty weeks worked for the same employer. 

When the employment relation ends before fifty weeks, the employee has the right of one paid 

vacation day for every month worked, before leaving the company. 

Also when the labor relation ends by any cause (including justified termination) the worker 

has the right of receiving in cash his or hers vacation benefit. This is calculated based in the 

average salary of the last fifty weeks worked. 

2. “Aguinaldo” or “Thirteenth Month”: This is a specific Costa Rican benefit consisting in 

paying and extra entire month’s salary every December. The amount is calculated adding 

the last twelve salaries received (from December of the previous year to November of the 

current year) and dividing it by twelve. 

This benefit has to be paid during the first 20 days of December. 

If the work relation ends before December, the employee has the right of receiving a 

proportional “Aguinaldo” calculated by adding the salaries received in the current year and 

dividing it by twelve.  

Note: Both the vacations and the “Aguinaldo” are constitutional labor rights, and, in 

Costa Rican law, every worker has the right of receiving them even if the employment 

relationship is terminated by causes attributable to the employee. 

Costa Rica
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3. Notice: When either the employee or the employer decide to terminate the employment 

relationship, the responsible party has to give notice to the other party in the following 

terms:

If the relationship lasted less than 3 months. No notice required.

If the relationship lasted more than 3 months but 
less than 6 months. One week notice required.

If the relationship lasted more than 6 months but 
less than one year. Fifteen days notice required.

If the relationship lasted more than one year. One month notice required.

This benefit can be converted in cash if one party pays the other one, the amount of one 

salary day for each day contained in the terms listed in the table above. 

The employer has the obligation of granting one day off every week during the terms listed 

above so the employee can find another job. 

4. Unemployment Aid or Severance: Known in Costa Rican law as “auxilio de cesantía”, 

this benefit is paid only when the employment relationship is terminated by causes 

not attributed to the employee. This is why it is known as an “expected right” or “not 

consolidated right” of the worker.

The unemployment Aid is paid according to the following terms:

If the relationship lasted less than 3 months. No payment required.

If the relationship lasted more than 3 months but 
less than 6 months. Seven salary days payment.

If the relationship lasted more than 6 months but 
less than one year. Fourteen days payment.

If the relationship lasted more than one year. An average of 20 days payment for 
every year worked. 
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Accounting and audit requirements and practices

Accounting 

The Costa Rican Public Accountant Association has adopted the International Financial 

Reporting Standards for the recording of financial information, standards for attestation 

works, and standards for related services and statements.  

Any modification to the Standards in force, as well as new Standards that in the future 

are to be issued by the International Federation of Accountants, will be deemed to be 

automatically incorporated for mandatory application in CR, without the prejudice that the 

Commission of Auditing and Accounting Standards of the Costa Rican Public Accountant 

Association performs an evaluation and recommendation, totally or partially, for its specific 

application in the country, without the impairment of possible changes. 

Books and records

•	 Accounting records should be kept in Spanish and are specifically required by the 

Commercial Code.

•	 The accounting records should include: Daily Ledger, General Ledger, Inventories 

and Balances Ledger; in addition, business corporations must keep a Shareholder’s 

Assembly Minutes Ledger and a Shareholder’s Registry Ledger. These books must also 

be kept by limited liability corporations. 

•	 The books must be written in Spanish language, in a clear way, in a progressive order 

by date, with no blank spaces and no scratching or interlineations.

Accounting profession

In CR, the authorized public accountant must have the degree of Licenciatura en 

Contaduría Pública or its equivalent degree, in a university whose curriculum is duly 

guaranteed by the CONESUP or the CONARE, as appropriate. 
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The Public Accountant Association was created with Law No. 1038 of August 19, 1947.

Due to the academic education of Public Accounting professionals and the continuous 

professional update which Authorized Public Accountants are obliged to have, they are able 

to develop in one or several professional areas, such as financial audits, compliance audits, 

Internal Control system assessments, and act as internal auditors, among others.

Rules for listed filings

IFRS is required for consolidated and standalone/separate financial statements for listed 

companies.

As published by the IASB, subsidiaries of foreign companies, or foreign companies listed on 

local exchanges, are not subject to different rules.

 

Rules for statutory filings

Is IFRS or IFRS for SMEs required, permitted or prohibited for statutory filings?

Since 2001, IFRS was adopted as the mandatory accounting framework for preparation 

of financial statements for public and private companies (with the exception of banks 

and financial institutions and government entities). This contribution applies also to the 

companies considered as Large Territorial Corporates. In compliance with the resolution 

DGT of 2013, it also includes the companies in Free Zone that have been classified as large 

taxpayers or territorial corporations.

Tax System

The Costa Rican Constitution states that the Congress is empowered to levy taxes. Such 

taxes will be collected and administrated by the Costa Rican Government through the Tax 

Administrations.

Tax on corporate income

The current income tax rate is 30%.
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However, the law establishes special regulations for small companies whose gross income 

does not exceed CRC 95,447,000. For this category, the following tariffs will be applied: 

10%  for companies with a gross income up to CRC 52.710,000; 20% for companies 

with gross income of more than CRC 52.710.000, but not more than CRC 106.026,000. 

Companies with a gross over CRC 106.026,000will pay the regular 30% income tax rate.

Please note that these income tax brackets are adjusted yearly, effective October 1 to 

September 30. The tax brackets listed are for the 2015 fiscal year.

Tax on companies

In 2012, the Tax Authorities began applying the Tax on Companies. This tax is a annual tax 

for all mercantile companies, branch or representative and individual enterprises of limited 

liability registered or to be registered to the National Registry. For those companies deemed 

active, the amount of the tax is 50% of the monthly base salary. For companies deem 

inactive the tax rate is 25% of the monthly base salary. For the year 2014, the monthly base 

salary is CRC 399,400.00.

With the determination of the base salary of an Administrative Assistant 1 by the Superior 

Council of the Judicial Power in the monthly sum of ¢ 399,400 colones (three hundred 

ninety and nine thousand and four hundred colones), it is possible to establish the sums 

that will pay for this new tax concept both existing companies and new societies that are 

presented for the proper record from next year.

Corporate residence

In most cases, the place where a company is incorporated is regarded by Costa Rican 

authorities as the corporate residence. However, any business that carries on industrial, 

agricultural or commercial activity in CR is subject to income taxation on local income 

in the same way as a registered business, irrespective of the place of incorporation. Such 

corporations doing business in CR are subject to the permanent establishment (PE) rules.
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On the other hand, under the Costa Rican income tax law, income from transactions 

carried out abroad may be regarded as non-Costa Rican-source income and, therefore, are 

not subject to income tax.

Franchise tax

The payment made abroad for the use of a franchise will be subject to remittances abroad, 

with a 25% withholding tax (WHT).

Capital gains tax

At present time, there is no capital gain tax on the sale of real estate or securities when 

such sales are not an habitual activity. There is a capital gain tax, at the regular rate, on the 

sale of depreciable assets when their sale price is higher than their adjusted basis (book 

value).

Transfer Pricing

On September 13, 2013, through Executive Decree No. 37898-H "Provisions on transfer 

pricing", transfer pricing was regulated at regulatory level in CR, which until then had 

governed based only on an interpretative guideline.

With the issuance of this Decree, the taxpayers are forced to evaluate the prices agreed 

in operations of goods or services sold to companies locally and abroad, whereas the 

prices that will be agreed  between independent parties, according to the Principle of Free 

Competition and Economic Reality.

An annual disclosure statement is established for taxpayers performing transactions with 

related parties and for large taxpayers, large territorial taxpayers and companies in Free 

Zone. It also allows the application of Advance Pricing Agreements (APA).

Sales tax

A fixed sales tax rate of 13% is applied at all stages of the sale of merchandise or the 

invoicing of certain limited services. The tax is levied on (i) sales of merchandise within 
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the national territory (except sales of land, buildings, exports, and certain basic necessity 

items, such as basic foodstuff, certain medicines and veterinary products); (ii) the 

value of services performed by restaurants, bars, motels, printing companies, social and 

recreational clubs, and painting and repair shops, and others; and (iii) import consisting of 

merchandise for personal use or consumption or to satisfy commercial needs.

Excise tax

The selective consumption tax may be applied at a rate of up to 100% and is levied on 

goods that are considered non-essential. The tax base is the cost, insurance or freight (CIF) 

price plus imports duties for imported items or the sale value for items produced in CR. The 

tax is levied at only one stage in the sale of merchandise. Payment of the tax is required at 

the time of importation or, for articles produced in CR, within 15 days of the month of the 

sale.

Property tax

Each local municipal government is in charge of real estate appraisal. The property 

tax to be applied throughout Costa Rican territory is 0.25% of the appraised value, 

registered in the respective municipality when the tax liability originates. Depending on 

the municipality and the region, the local government can apply an exemption from the 

property tax  if the taxpayer is an individual who owns only one price of property within 

the country. 

Real estate transfer tax

Real estate transfer is calculated as the 1.5% of the selling price of the real estate or it tax 

value, whichever is greater.

Tax on branch income

Branch income is subject to income tax at the rates applicable for corporate income taxes. 

There is a WHT of 15% on dividends distributed within the country and a 15% tax, in lieu 

of a dividend WHT, on profits transferred abroad.
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Income Determination and Corporate deduction

Inventory valuation

Inventories are generally stated at cost and can be valued at the compound average cost 

method, FIFO, LIFO, retailer method, or specific identification method. Since all entities 

must keep legal records, any adjustment resulting from different methods of inventory 

valuation for tax purposes and financial purposes should be recorded. 

Capital gains

Capital gains and losses on the disposition of non depreciable fixed assets or shares of other 

companies are excluded for income tax purposes as long as such dispositions are not a 

habitual activity. 

Intercompany dividends

Dividends between domestic subsidiaries and other domestic corporations are not subject 

to any taxes. There are no ownership requirements to qualify for this exclusion. 

Foreign income

Foreign-source income is not taxable. 

Stock dividends

Stock dividends are subject to income tax at 15%; 5% if the stock is registered at an 

approved Costa Rican stock market. 

Dividends from the distributor paid in form of stock are allowed and exempt from taxes.

Deductions

Depreciation and depletion / The straight-line and sum-of-the-years-digits methods of 

depreciation are allowed. 
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Class %
Buildings 2 to 6
Machinery and equipments 7 to 15
Furniture and  fixtures 10
Vehicles 10
Agricultural plantation 10 to 50

The tax administration, at the request of the taxpayer, could adopt technically acceptable 

special depreciation methods in cases duly justified by the taxpayer. In addition, the tax 

administration could authorize, through general resolution, accelerated depreciation 

method on new assets, acquired by corporations with monetary activities requiring 

constant technological update, higher installed production capacity and productive 

reconversion processes, in order to maintain and strengthen their competitive advantage.

Payments to foreign affiliates

Corporations can claim deductions for royalties, technical and management service 

fees, and interest charges paid to foreign affiliates, provided a tax of 25% for royalties, 

franchisings and other services, and 15% for interest is withheld. However, the deductions 

for technical/ financial advisory, use of patents, supply of formulae, trademarks, privileges, 

franchises, royalties and the like cannot exceed 10% of gross sales in the aggregate if paid 

to the parent company.

Taxes

With the exception of sales tax, selective consumption tax, specific taxes over consumption 

and special duties over them established by law, penalties and interest paid over any 

tax obligation, and the income tax itself, all other taxes are deductible expenses when 

determining taxable income.

Net operating losses

Losses incurred by industrial and agricultural enterprises may be carried forward and 

deducted from the taxable profits for the following three and five years, respectively. Loss 

carry backs are not allowed.
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Group taxation

There is no group taxation in CR.

Withholding tax (WHT)

Regarding payments to non-domiciled foreigner’s corporation or individuals, taxes are 

withheld as follows:

1. Dividends – 15%

 Withholding depends on the origin or source of the retained earnings. Total or 

partial exemptions will be authorized by the tax authorities to the extent that a 

foreign tax credit is totally or partially disallowed to the taxpayer in the taxpayer’s 

country of residence. This exemption will not be allowed, however, if this type of 

income is not taxable to the taxpayer in the country of residence.

2. Interest and other financial expenses – 15%

 No tax is withheld if the recipient is a bank or a financial institution recognized as 

a first-class bank by the BCCR or a supplier of merchandise. Interest or financial 

expenses paid to parties other than those aforementioned are subject to a 15% 

WHT.

 An 8% WHT applies to interest on bearer documents issued by financial entities 

registered at the Central Bank’s General Auditor’s Office or the stock exchange. 

No WHT applies to interest paid on securities issued by the Workmen’s Bank or 

the Mortgage Housing Bank and its authorized institutions or on foreign currency 

securities issued by the state bank.

3. Special tax on banks and non-resident financial entities

 Banks or non-resident financial entities that are part of a local financial group are 

payer of taxes established in this article. The taxpayers mentioned in the “interest 

and other financial expenses” section should pay, in lieu of tax on remittances 

abroad, a local currency tax equivalent to USD 125,000 per annum. The tax period 

will run from 1st January to 31st December of each year.

4. Royalties, patents, trademarks, franchises, and formulas are subject to a 25% 

WHT.
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5. For technical service and management fees, a 25% tax is withheld.

6. Personal services from a Costa Rican source are subject to the following 

withholdings: employees, 10%; directors, 15%; others, depending on the nature of 

the service rendered, 30%.

7. Transportation and communication services are subject to an 8.5% WHT.

Tax incentives

Free Zones Entities established in free zone may enjoy exemption from import duties on 

goods, income tax, sales tax, export tax, selective consumption tax, real estate transfer 

tax, and WHT on payments abroad, as well as the discretionary use of foreign currency 

generated abroad. However, these incentives for export manufacturing activities will be 

affected by the rules established by the World Trade Organization, in force in the year 

2015, such that they will only be made available for certain qualifying manufacturing 

operations in accordance with the Free Trade Zone Law as amended. Free Trade Zone 

requirements and benefits for services sector companies will not suffer any changes. 

Drawback industries Special benefits exist for industries that import semi-manufactured 

materials for assembly in CR and export finished products. Benefits consist of duty-free 

imports of raw materials for subsequent export as manufactured products. Machinery for 

these industries may also be imported duty-free.

Tourism development: the incentive Law for Tourism Development grants several tax 

benefits, such as exemption from import duties on certain tourism service-related goods 

and from property tax for companies dedicated to tourism, but only for those with a signed 

tourism agreement.
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Costa Rica -United States: The only tax treaty in force between CR and the United States, 

effective since 12th of February, 1991 is a Tax Information Exchange Agreement, whereby 

both countries agree to exchange information, from and/or in relation to public and 

private entities and individuals, at the request of the party’s corresponding authority, in 

relation to any tax relevant issue.

Costa Rica -Spain: Agreement approved with law # 8888 to avoid the double taxation and 

tax evasion on income and assets tax matters. 

Corporate Tax compliance

Returns

With certain exemptions, all corporations must file by 15th of December a tax return on 

the basis of a fiscal year ended the 30th of September. Entities with an operating period of 

less than four months may present a return together with the following year’s tax return. 

Current legislation contemplates that other fiscal year-ends may be adopted with the prior 

approval of the tax authorities, in which case the year- end income tax return must be filed 

no later than 2 months and 15 calendar days after the end of the company’s fiscal year. 

The tax system is one of self-assessment with occasional auditing by the tax authorities.

Payment of tax

On the last day of March, June and September all corporations and taxpayers must prepay 

installments that total 75% of the average income taxes paid in the past three fiscal years, 

or the amount paid in the prior year, whichever is greater. The taxpayer may request the 

tax authorities to eliminate the corresponding payments in certain specific cases (for 

instance if the company is anticipating a loss for that year). Any amount owed in excess of 

the installments should be paid by the 15th of December.
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Year-end dates established by the Costa Rica tax code

Regular corporate year end date is on September 30. Nevertheless a special year end date 

can be requested to the Tax Administration and is subject to its approval. 

Individual taxation summary

Costa Rica follows a territorial concept for the determination of taxable income. Costa 

Rican citizens are subject to income tax on their income from Costa Rican source, which is 

understood to be any income from assets used, goods located or services rendered within 

the Costa Rican territory. 

Foreign citizens will be subject to income tax on their income from Costa Rican  source, 

regardless of where these receive the payment for their work in the C.R.

Resident individuals with independent lucrative activities (i.e. non- salaried) are taxed at 

graduated rates ranging from 0% to 25%. 

Individual tax compliance

Returns

Individual tax payers must file their tax returns at the same dates and schedule of the 

corporate tax payers, they are required to keep the same records, and are allowed to 

apply the same deductions, except for small to medium companies (which can apply to 

a Simplified Taxpayer’s Regime) and the activities of certain taxpayers (such as non- 

professional services), which apply different income calculation methodologies and 

simplified documentation requirements. 
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Salary Tax

Employers are required to withhold income tax on salaries, wages and bonuses. The tax 

is levied using also progressive rates with defined brackets.  Christmas bonus, Social 

Security contributions, severance and termination payments are not subject to income tax, 

according to Labor Code.

Current Individual Tax Rates

Income tax for individuals with independent lucrative activities:

 

Up to ¢3.522,000 Exempt
Above ¢3,339,000 Up to ¢5.259,000 10%
Above ¢4,986,000 Up to ¢8,773,000 15%
Above ¢8,317,000 Up to ¢17,581,000 20%
Above ¢16,667,000 25%
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Salary tax brackets:

Up to ¢793,000 Exempt
Above ¢752,000 Up to ¢1,190,000 10% 
Above ¢1,128,000  15%
Tax credits
For each child ¢1,900
For the spouse ¢2,230

Costa Rica
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Contacts

PwC Costa Rica
Edificio	PwC,	Los	Yoses	
San Pedro de Montes de Oca
125 metros al oeste de 
la Camara de Industrias
Tel: (506) 2224-1555
Fax: (506) 2253-4053
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San Jose – Costa Rica
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Partner
Assurance
T: (506) 2224-1555
oscar.piedra@cr.pwc.com 
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Partner
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