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Using this exclusive ongoing review process, Meritas ensures quality, 
consistency and client satisfaction.

With 182 top-ranking law firms spanning 89 countries, Meritas delivers 
exceptional legal knowledge, personal attention and proven value to 
clients worldwide.

For more information visit: 

www.meritas.org
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COSTA RICA
FIRM PROFILE:

BLP
BLP was founded in March of 2003 in San 
José, Costa Rica. Continuously ranked as 
one of the top law firms in the Central 
American region by well-known legal and 
business rankings, BLP is praised for its 
culture of client service, as well as the  
quality of its work. 

With offices in Costa Rica, El Salvador,  
Guatemala, Honduras and Nicaragua, the 
law firm currently includes 27 Partners and 
more than 120 lawyers across nine offices.

BLP is a full service law firm and one of the 
few law firms in Central America that works 
by integrating all of its practice areas into 
interdisciplinary teams; all members of the 
team are characterized by their in-depth 
knowledge of all the industries and sectors 
to which the firm caters, and their ability 
to work in interdisciplinary teams to  
provide integrated results that exceed  
expectations. 

Winner of the Law Firm of the Year Award 
in 2013, 2015 and 2016 by Chambers and 
Partners, and 2015, 2016 and 2017 by IFLR, 
BLP is the go-to firm for legal advice in 
Central America.

CONTACT:
RONALD LACHNER
rlachner@blplegal.com

MAURICIO SALAS
msalas@blplegal.com

+506 2205 3939
www.blplegal.com
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 1. What role does the
government of Costa Rica play 
in approving and regulating 
foreign direct investment?
Costa Rica has long been recognized 
as a regional leader of social and 
economic development in Latin 
America. The Costa Rican government 
welcomes foreign investment. This 
positive attitude is backed by all major 
political parties. Since 1982, Costa 
Rica has consistently improved 
investment conditions. The Costa 
Rican Coalition for Development 
Initiatives (CINDE), an association  
of private sector leaders, actively 
promotes investment through offices 
located in several countries.

Foreign investors can freely convert 
and remit abroad any income generated 
in Costa Rica before payment of a 
withholding tax. Their capital invest-
ments can be repatriated at any time. 
No government approval or reporting 
of any kind is required. 

Constitutionally, neither the law, nor 
its application can distinguish or make 
differences of any kind between 
foreign or local investment.  All 
investors are considered the same 
under Costa Rican law. 

The last successive governments have 
been moving away from state controls 
and toward an open economy.  A 
series of free trade agreements with 
nations like the United States, 
Dominican Republic, Central America, 
Mexico, Chile, Panama, China and 
Singapore are currently in force.

The Association Agreement with the 
European Union entered into force in 
2013. Also, a number of Bilateral 
Investment Treaties (BITs) have been 
signed with Germany, Argentina, Canada, 
Chile, Taiwan, Korea, Spain, France, 
Netherlands, Paraguay, Czech Republic, 
Switzerland, Venezuela and Qatar. 

2. Can foreign investors
conduct business in Costa
Rica without a local partner?
If so, how does the Costa
Rican government regulate
commercial joint ventures
between foreign investors
and local firms?
Foreign investors can conduct 
business in Costa Rica without a local 
partner, but to carry out trade actions, 
foreigners are allowed as long as they 
are permanently established in the 
Costa Rican territory, with residence 
of not less than ten years; however, 
they often use a local entity.

Although there is no specific regulation 
regarding joint ventures in Costa 
Rican law, they are created and 
regulated through general contract 
regulations. Often, when a joint 
venture is entered into, it results in 
the incorporation of a special purpose 
company. 

The Costa Rican Commercial Code 
provides four types of corporate 
entities: sociedad en nombre colectivo 
(general partnerships in where all 
partners respond jointly and unlimited), 
sociedad en comandita (limited 
partnership), limited liability 
companies and corporations; the  
most commonly used are the limited 
liability companies and corporations. 

CORPORATIONS
Corporations are the most common 
entity given their structural flexibility. 
Partners’ liability is limited to their 
capital contributions. These are the 
areas to consider:

a) Minimum Capital Stock
There is no requirement on
minimum capital stock, except for
banks, financial and insurance
companies and other specific
companies such as stockbrokers.

b) Number of Shareholders
Since local laws define a
corporation as a bilateral
agreement, they must be formed
by at least two parties. However, 
immediately after formation, a
single party may legally own 100%
of the shares of stock, without
altering the legal status of the
original corporation. Founding
parties (and any shareholders
thereafter) may be individuals and/
or any type of registered legal
entity, regardless of citizenship or
domicile.

c) General Shareholders’ Meeting
This is the corporation’s governing
body and is made up of share-

 holders. There are different types of 
shareholder meetings held for 
different purposes.

d) Ordinary Meeting
Annual meeting that has to be
celebrated within the three-month
period following the closing date
of the tax year. Its purpose is to
discuss and approve (or
disapprove) the financial
statements of the previous
business year; distribution of
earnings; appointment and/or
revocation of officers; and any
other matters provided for in the
articles of incorporation.

e) Extraordinary Meeting
Meeting held at any time during
the year for the purpose of
resolving amendments, if any, to
the articles of incorporation, for
changes and issues regarding share
capital; and all other subject matter
and issues referred to in the law
and the articles of incorporation. 
Preferred Shareholders may hold
Extraordinary Shareholders’
Meetings.
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Quorum rules are applicable for all 
above-mentioned meetings.

f) Board of Directors
Every corporation must have a
board of directors comprised of a
minimum of three individuals to
hold the positions of president, 
secretary and treasurer. Additional
board members may be appointed
at will. Board members are not
required to be simultaneous
shareholders and there are no
nationality or residence
requirements.

The president, as the statutory
legal  representative of the
corporation,  holds full power of
attorney. However, if deemed
suitable, other directors, as well as
managers and outside individuals, 
may hold power of attorney of any
kind to act individually or jointly
on behalf of the company. The
power of attorney to directors or
officers other than the president
may be limited or restricted to
maintain the  company’s internal
controls.

Board members are appointed at
the initial shareholders’ meeting
upon formation of the corporation
and from time to time thereafter. 
Appointments thereof are for fixed
time periods at will and made in
accordance with provisions set
forth in the articles of
incorporation.

Board resolutions are valid when
approved by 50% of the members. 
Official board meetings may be
held  at any location outside the
country when so provided for in
the articles of incorporation.

g) Management
The company may have any
number of managers appointed by
the board of directors. The
manager is liable to the company, 
shareholders and third parties for
damages caused by non-fulfillment
of obligations, fraud, abuse of
authority or gross negligence.

h Formal Requirements
In order to incorporate a legal  
entity, it is necessary to draft and  
execute a deed containing the  
articles of incorporation and the  
bylaws of incorporation before a  
Notary Public, publish notice of the 
incorporation in the official   
Gazette and record the incor- 

 poration deed with the Public 
 Registry. 

LIMITED LIABILITY COMPANY
A limited liability company is 
comprised of partners whose liability 
is limited to their capital contributions. 
The LLC’s legal structure is equivalent 
to the U.S. concept of “Partnerships,” 
and thus, qualifies as such for U.S. tax 
purposes. The owner of a Costa Rican 
LLC can “check the box” and consoli-
date its income or losses with a U.S. 
company as a pass-through entity. 
Incorporation procedures and costs 
for LLCs are very similar to those of 
corporations. However, there are a 
series of significant differences:

a) Minimum Capital
LLCs divide their share capital into
what local regulations call “quotas”
as opposed to shares. Unless
specifically provided otherwise in
the articles of incorporation, 
transfer of quotas requires
unanimous consent of all partners. 

b) Number of Quotaholders
Just as for corporations, LLCs must
be formed by at least two parties. 

However, immediately after   
formation, a single party may legally  
own 100% of the quotas, without  
altering the legal status of the  
original corporation. Founding  
parties (and any stockholders   
thereafter) may be individuals and/ 
or any type of registered legal  
entity, regardless of citizenship and 

 domicile.

c) Quotaholders’ Meeting
As has been stated for simple
corporations, it is the corporation’s
governing body and is made up by
quotaholders.

d) Management
The LLCs are run by one or more
managers or assistant managers
who hold power of attorney as
provided for in the articles of
incorporation.

In addition to the aforementioned 
entities, foreign companies may 
conduct business in Costa Rica 
through branches of their parent 
company provided that the following 
requirements are duly met:

• Appointment of a legal representa-
tive(s) with full powers of attorney
to act on behalf of the branch.

• Statement of the branch’s corporate
purpose.

• Statement of the parent company’s:

- Corporate purpose

- Share capital

- Full names of all current officers
and managers

- Legal term

• Formal statement whereby it is fully
represented and acknowledged that
the proxy (that will act on behalf of
thebranch) and the branch itself
shall be subject to Costa Rican laws
and jurisdiction with regard to
those acts performed or that shall
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be executed within the country and 
that, consequently, the parent 
company submits a waiver of the 
laws of its domestic jurisdiction 
therewith.

• The power of attorney must be
notarized and apostilled or legalized
by the corresponding Costa Rican
General Consul in the jurisdiction
of the parent company where the
power of attorney is granted. 

3. What laws influence the
relationship between local
agents and distributors and
foreign companies?
Costa Rica has a specialized law that 
regulates relations between local 
agents and distributors, Law for the 
Protection of the Representatives of 
Foreign Companies (Law N° 6209). It 
establishes public policy considerations 
that cannot be varied by the parties, 
including the specific acts for the 
relation between a foreign company 
and its representatives or distributors, 
and the motives for the termination 
of the agreement. 

4. How does the Costa
Rican government regulate
proposed merger and
acquisition activities by
foreign investors and are
there any areas of the
economy where they are
prohibited (e.g., natural
resources, energy or
telecommunications)?
Costa Rica has a generally open and 
nondiscriminatory government 
procurement system and concession 
regime, under which nationals and 
foreigners can freely participate and 
bid for public contracts under equal 
conditions. Foreign investors are 

generally welcome to invest in 
mergers and acquisition activities in 
Costa Rica.  

Notwithstanding the foregoing, there 
are some exceptions to this general 
rule, like the Maritime Zone Law, 
which imposes limitations to foreigners 
in the granting of rights to maritime 
zone concessions.

Costa Rican judicial system prohibits 
any kind of discrimination in 
detriment of foreign investors, which 
allows foreigners to carry out the 
same acts nationals are allowed to, 
with the exception of the good of 
public domain and public services.   

5. How do labor statutes
regulate the treatment of
local employees and
expatriate workers?
In Costa Rica all employees receive 
the same treatment, with the 
exception that foreigners without 
residency status or work permits are 
not allowed to work legally in Costa 
Rica. Local and foreign entities 
engaged in business activities in Costa 
Rica may apply for special authorization 
from Immigration Authorities to bring 
temporary labor into the country, 
namely high-ranking executives and/or 
technicians.

As a general rule, Costa Rican labor 
laws require employment contracts to 
be signed. However, the absence 
thereof is not detrimental to the 
parties and does not diminish their 
rights. Employment contracts are 
simply private agreements executed 
between the employer and the 
employee that are not required to be 
formally recorded.

The Costa Rican Constitution guaran-
tees basic rights conferred on the 
labor force within national territory. 
Such rights are specifically stipulated 
in the Constitution, the Labor Code 
and in other legal provisions. Those 
rights cannot be waived by any 
employee in Costa Rica. They include 
a one-day weekly rest and some 
holidays, 15 days of paid vacations 
after 50 weeks of continuous service. 
Furthermore, one month’s salary is 
paid in December as bonus for 
Christmas. 

Minimum wages are enforced for all 
labor activities. Such wages must 
coincide with an official cost-of-living 
index and are adjusted twice a year by 
the National Wages Council. 
Compensation structures may be 
chosen freely as long as the statutory 
minimum wage is observed.

6. How do local banks and
government regulators deal
with the treatment and
conversion of local currency,
repatriation of funds overseas,
letters of credit, and other
basic financial transactions?
Treatment and conversion of local 
currency is regulated by the monetary 
policies issued by the Central Bank of 
Costa Rica (BCCR). The Costa Rican 
government does not currently 
restrict the ability of Costa Rican or 
foreign persons or entities to convert 
colones into dollars or other currencies 
and transfer them in or out of Costa 
Rica.  

Any financial transaction performed 
by local banks is subject to the 
regulations and supervision of the 
General Superintendency of Financial 
Institutions (SUGEF).   In addition, the 
performance in Costa Rica of activities 
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that are considered financial interme-
diation would trigger a license 
regulatory requirement. Financial 
Intermediation is defined as the 
activity of taking deposits from the 
public, on a regular basis, in order to 
allocate them, at the intermediary’s 
risk, into any form of credit or 
investment in securities, regardless of 
the contractual or legal entity used 
and the type of document in which 
transactions are formalized.   

7. What types of taxes, duties,
and levies should a foreign
investor in Costa Rica expect
to encounter?
Currently, the Costa Rican income tax 
system is based on the territorial 
principle whereby only income 
derived within Costa Rican territory 
and from Costa Rican sources is 
subject to income tax.  According to 
article 1 of the Income Tax Law, “a tax 
is imposed on occasional or continual 
revenues received by legal entities and 
individuals, obtained within the national 
territory, without regard for the recipient’s 
nationality or domicile.” The aforemen-
tioned Law also imposes a levy on 
Costa Rican occasional or continuous 
revenues accrued or received by 
domiciled individuals and on any other 
type of income not exempt by law. 

Income obtained from foreign sources 
is not taxable in Costa Rica. However, 
through bill N° 19679, Congress 
expects to enforce a strengthened 
territorial income tax system, in which 
foreign passive income received by 
persons domiciled in Costa Rica 
would be taxed. 

The statutory tax year for companies 
starts October 1st and ends 
September 30th of the following year. 

However, in case of local subsidiaries 
and branches of foreign entities, the 
Tax Authorities may authorize the  
use of the parent company’s tax year. 
Banks use a calendar year and similar 
authorization may be granted to 
certain companies with agricultural 
activities.

INCOME TAX
A tax is applied on all income earned 
in Costa Rica or from Costa Rican 
sources, regardless of citizenship, 
domicile, residence, place of incorpo-
ration or meetings of the board of 
directors from:

• Real estate transactions (as a trade
or business)

• Assets, goods and rights invested or
used in Costa Rica

• Commercial, industrial, agricultural
and any other trade or business
activities conducted within the
country

• Services rendered within the
country

Companies may deduct from gross 
income all costs and expenses 
necessary to produce taxable income 
as well as to protect investments. 
Expenses incurred to obtain exempt 
income are not deductible. If expenses 
produce both taxable and exempt 
income, the deduction is limited to 
the portion related to the production 
of taxable income.

Tax Authorities are empowered to 
deny the deduction of expenses if, by 
their judgment, any of the following 
criteria apply:

• Not considered necessary to
produce taxable income.

• Excessive or unreasonable.

• Pertain to a different tax year.

• Not supported by appropriate
documentation.

• Not registered in the accounting
records.

• Proper income tax not withheld
at source (if applicable).

VALUE-ADDED TAX AND  
EXCISE TAX
The general sales tax is a value-added 
tax levied on the sale of merchandise 
and the import of merchandise to 
Costa Rican territory.  With the 
exception of certain services, most 
services are not subject to sales tax. 
This tax is assessed on value added 
and the final liability is calculated by 
subtracting total sales taxes paid on 
imports or purchases from total sales 
taxes derived from taxable sales 
during the same period. The sales tax 
is levied at the manufacturer, 
wholesaler, retailer or customs level. 
Currently being discussed at Congress 
Bill N° 19678, which aims to establish 
a value-added tax system, in which  
the levy would be 15%, instead of the 
actual 13%. In this way, as a general 
rule all goods and services would be 
taxed, establishing as exception a 
certain list of goods and services not 
subject to this tax. 

All individuals, legal entities and de 
facto companies, public or private, 
that habitually sell merchandise or 
render specific services in Costa Rica, 
or that import or introduce goods 
into Costa Rica, are treated as 
taxpayers and must register as such 
with the Tax Authorities.

In addition to sales taxes, excise taxes 
apply to selected goods of importers 
and producers. The excise tax rates 
vary according to a table.
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IMPORT DUTIES
Import duties are established in the 
Central American Customs System 
Book (SAC), whereby each type of 
good has a number or classification 
for customs purposes. The rates vary 
depending upon the classification of 
the goods.

Although import duties are normally 
subject to a maximum 20% and a  
base of 5%, certain luxury items  
(e.g. tobacco) still have customs  
duties that in some cases are close  
to 100% of the item’s value.  
Moreover, there is a special tax (Law 
No. 6946) of 1% payable upon 
importation of certain goods. 

TAX TREATIES
Costa Rica has signed treaties to 
avoid double taxation with Germany 
and Spain, both incorporating informa-
tion exchange clauses, and also with 
Mexico, the later is awaiting final 
ratification. 

There is a Tax Information Exchange 
Agreement (TIEA) between Costa 
Rica and the U.S. Government. This 
treaty allows the establishment in 
Costa Rica of Foreign Sales 
Corporations (FSC) as defined by the 
U.S. Internal Revenue Code Sections 
921-927. Moreover, convention costs
incurred in Costa Rica are fully
deductible for U.S. tax purposes. 

Costa Rica also has Tax Information 
Exchange Agreements with Argentina, 
Canada, El Salvador, Spain, Finland, 
Guatemala, Holland, Honduras, 
Mexico, Nicaragua, Norway and 
Sweden. In addition, the Convention 
on Mutual Administrative Assistance in 
Tax Matters between the Member 
States of the Council of Europe, and 
the OECD countries has been 
adopted.

8. How comprehensive are the
intellectual property laws of
Costa Rica, and do the local
courts and tribunals enforce
these laws regardless of the
nationality of the parties?
Industrial and intellectual property 
rights in Costa Rica are regulated by 
Law No. 7978 (Trademark Law) and 
Law No.6867 (Patents, Industrial 
Draws and Models, and Utility Models 
Law) as well as the international 
conventions to which Costa Rica is 
party, like the Berne Convention for 
the Protection of Literary and Artistic 
Works, the Paris Convention for the 
Protection of Industrial Property, 
Patent Cooperation Treaty (PCT), 
Agreement on Trade-Related Aspects 
of Intellectual Property Rights (TRIPS) 
and other WTO and WIPO 
agreements, such as the Trademark 
Law Treaty (TLT). Intellectual and 
industrial protection laws in Costa 
Rica are indeed effective and applied 
by the national courts regardless the 
nationality of the parties.

9. If a commercial dispute
arises, will local courts or will
international arbitration offer
a more beneficial forum for
dispute resolution to foreign
investors?
Costa Rican legislation allows both 
ways for the resolution of commercial 
disputes, and authorizes parties to 
choose the forum as long as it is 
established in the contract. The Costa 
Rican legal system is based on the 
Spanish civil law system with judicial 
review of legislative acts in the 
Supreme Court, in application of the 
national and international regulations. 

Costa Rica has an independent 
judiciary, headed by a Supreme Court. 
The Supreme Court is divided into 
four specialized chambers. Civil and 
commercial procedures are mostly 
written, whereas criminal and adminis-
trative cases are mostly managed 
through oral hearings. Costa Rica has 
a dual system of arbitration, with one 
statute regulating domestic arbitration 
(number 7727) and another regulating 
international arbitration, which 
follows UNCITRAL Model Law. 
Arbitration is common in commercial 
and construction disputes. Several 
arbitration centres are active in the 
country.

 10. What advice can you
provide for how best  
to negotiate or conduct 
business in Costa Rica? 
Costa Rica is very open to investment; 
however, there are several laws and 
administrative procedures for the 
establishment of business in Costa 
Rica, like the requirement of municipal 
and sanitary permits. Therefore, it is 
critical to have good professional 
counsel and/or experienced partners 
that have knowledge of the market, 
industry and the business model. It is 
also important to have good contracts 
and regulations to avoid contingencies 
that could harm the business.
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