Bylaws to the Free-Zone System Act
#29606-H-COMEX
THE PRESIDENT OF THE REPUBLIC

AND THE MINISTERS OF FINANCE AND FOREIGN TRADE 

Based on Article 140, subsections 3) and 18) of the Constitution of Costa Rica; Articles 27, paragraphs 1 and 28, paragraph 2, subsection b) of the Public Administration General Act (Ley General de la Administración Pública,) #6227, passed on May 2nd., 1978; Articles 2, subsections g), h), and i) as well as Article 8, subsection b) of the Foreign Trade Ministry and PROCOMER Creation Act (Ley de Creación del Ministry of Foreign Trade y Creación de la Promotora del Comercio Exterior de Costa Rica,) #7638, passed on October 30, 1996, and the Free-Zone System Act, #7210 of November 23rd.,1990, as amended.

Whereas:

1—One of the government’s key objectives is fostering the country’s socioeconomic development by attracting local and foreign investment and by encouraging exports. 

2— The Free-Zone System is a suitable means to enhance the standard of living of the Costa Rican population, chiefly by creating jobs and sources of human improvement, with a focus on the country’s impoverished areas.
3—A key requirement to develop Costa Rica’s international trade are factors conducive to establishing companies engaging in an extensive range of operations resulting in wealth, technological know-how, and increased international competitiveness for the country.

4—These activities are seen to result in significant socioeconomic improvement of communities surrounding free zones.

5—The Free-Zone System Act as amended establishes the conditions to be admitted into and to operate in the Free-Zone System, as well as the rights and responsibilities of the beneficiaries of that system.

6—The regulation of the Free-Zone System concession and operation must aim at striking an appropriate balance between promoting investment and exports through that system and the control required for the appropriate use of its benefits, in line with the terms and conditions established in the Free-Zone System Act and additional applicable legislation.
Therefore,
Issue the following

Bylaws to the Free-Zone System Act

CHAPTER 1

General Provisions

Article 1—These Bylaws establish standards and procedures related to the concession of the free-zone status and the operations the beneficiaries of that system are entitled to carry out, in line with the Free-Zone System Act, #7210, passed on November 23rd., 1990, as amended.

Article 2—In applying and interpreting these Bylaws, every effort must be made to strike a balance between speed and efficiency in the operation of the Free-Zone System and the appropriate supervision and control required for the right use of the tax benefits granted.

Article 3—For the purposes of these Bylaws, the following definitions will be adopted: 
“Admission Agreement”. Agreement to grant the free-zone status to natural or legal persons. 
 “Park-managing Company”. The business firm responsible for managing a free zone. 
“Jurisdictional Customs House”. Customs house responsible (on account of its geographical location and territorial competence) for the customs control of the location where the main facilities of the free-zone company are located. It controls the customs operations it mediates. 
“Beneficiary”. Natural or legal person under the Free-Zone System. 
“Bonus”. Bonus given to natural or legal persons under the Free-Zone System and located in relatively lower development areas, in line with subsection k), Article 20 of Law #7210 as amended. 
“COMEX”. Costa Rican Foreign Trade Ministry.
“Operations Contract”. The contract to be entered into with PROCOMER by the free-zone companies, detailing their rights and responsibilities under that system, on the basis of the Admission Agreement.
“Free-Zone Customs Declaration” Public document supporting all materials and merchandise import and export moves in free zones.
“Waste”. Goods left after the production process is over. 

“Assembly” Putting together of components (parts, assemblies, and subassemblies) that once combined result in a product with features different from those of components.

(Definition appended by Article 2 of Executive Decree # 33204-H-COMEX issued June 6, 2006.)
“General Management”. PROCOMER’s General Management. 

“IMAS”. Instituto Mixto de Ayuda Social (Costa Rican Social Support Board.)
“Board of Directors”. That of PROCOMER. 
“General Customs Act”. Costa Rica’s General Customs Act #7557, passed on October 20, 1995. 
“Law #7210 as Amended”. Free-Zone System Act #7210, passed on November 23rd., 1990 as amended.
“Materials and Merchandise ”. The items listed below will be understood as materials and merchandise susceptible to being incorporated into the Free-Zone System, and for the purpose of enforcing these Bylaws: 
a)
Raw materials, primary forms of goods, including those blended (e.g., those prepared or nearly manufactured) related equipment (e.g., mechanical, electric, measurement, control, checking, or research machines.) 
b)
Goods intended for management work (e.g., desks, computers, and office supplies), belonging to the free-zone company’s production or operation area. 
c)
Those required to prepare food, furniture required to serve food, equipment, tools, and furniture required for training, health care, or rehabilitation purposes, set aside exclusively for employees directly linked to the companies’ operation, production, management, and transportation processes. 
d)
Those manufactured or the required goods made, as well as commercial, industrial, and scientific samples. In every case, this must be merchandise directly related to the activity fostered. 
“Machinery and Equipment”. Assets used to manufacture or transform goods and services. 
“Shrinkage”. Percentage input reduction over their initial amount after the production process. 
“Operations”. Activities carried out by business firms under the Free-Zone System, including those creating job opportunities, developing infrastructure and industrial facilities, or others related to production activities.  
“Production Operations”. Activities carried out as a part of the production process. 
“System Managing Body”. The Free-Zone System managing agency, i.e., The Foreign Trade Corporation of Costa Rica (PROCOMER.)

“Free-Zone Industrial Park”. Any park managed by a business firm under the Free-Zone System in that category. 
“Satellite Plants”. Those established outside the park where the main plant is located in line with subsection ch), Article 18 of Law #7210 as amended.  
“PROCOMER ”. Promotora del Comercio Exterior de Costa Rica (The Foreign Trade Corporation of Costa Rica.) 
“MSME”.  Micro, small, and medium-sized enterprise as established in the General Bylaws of Law # 8262 (Ley de Fortalecimiento a Pequeñas y Medianas Empresas,) Executive Decree # 30857-MEIC.

(Definition appended by Article 2 of Executive Decree # 33204-H-COMEX issued June 6, 2006.)
“System”. The Free-Zone System, the set of benefits and incentives granted by the Government to those meeting the requirements established in Law #7210 as amended, as well as in these Bylaws and other applicable standards. 
“By-products”. Products incidental to the main production process. 
“Free Zone”. Confined area without residential settlements, approved to locate business firms under the Free-Zone System.”
(Amended by Article 1 of Executive Decree #31715, issued March 2nd., 2004.) 
CHAPTER 2

Investment Requirements

Article 4—The free-zone status is granted exclusively to companies making new investment in the country, in line with the following standards set in Law #7210 as amended:

a) New initial investment on fixed assets of at least one hundred fifty thousand American dollars (US$ 150,000) or the equivalent amount in Costa Rican currency, in the case of companies located in a free-zone industrial park.

b) New initial investment on fixed assets of at least two million American dollars (US$ 2,000,000) or the equivalent amount in Costa Rican currency, in the case of companies located outside a free-zone industrial park.

To comply with the requirements in the previous paragraph, when assets are purchased using Costa Rican currency the amount of the new initial investment will be determined on the basis of the current sale exchange rate of American dollars on the day the asset was purchased.

Article 5—Investments related to fixed assets and meeting the following requirements will be considered as new investment:

a) The applicant for admission into the Free-Zone System owns the assets and these are purchased by the applicant after the date of application for admission into the Free-Zone System.

b) In the case of chattels, these must be either new or pre-owned assets imported from abroad or new assets purchased in the country.

Article 6—Investment completed within the time frame recorded in the particular free-zone status concession agreement is considered initial investment. This time frame will be fixed according to each project’s nature and characteristics. In no case will it exceed two years after the date the concession agreement is published. 
The requirement to meet the minimum amount of new initial investment on fixed assets is separate from the requirement to meet the total investment amount committed to by the free-zone company recorded in the concession agreement. However, the minimum amount of new initial investment will be considered a part of the total investment amount committed to by the free-zone company. 
Assets purchased prior to submitting the application for admission into the Free-Zone System and those purchased in the country will be considered as part of the total investment amount, rather than of new initial investment committed to by the company.
(As amended by Article1 of Executive Decree #31715 issued March 2, 2004.) 
Article 7—Fixed assets comprise real estate and chattels subject to depreciation used in business operations, whose purchase date and price are duly recorded in the books of the company applying for admission into the Free-Zone System. In order to determine the initial amount of new investment, fixed assets will be considered at their historical value (purchase cost.) This will not hinder applying standards and regulations governing tax procedures for accounting purposes.

To control the investment amount, based on the Annual Operations Report, PROCOMER will use the exchange rate effective on the day the free-zone company was admitted into the Free-Zone System, in line with the Admission Agreement*. In case the investment level has been modified, the exchange rate to be used will be that of the modification date, again in line with the Admission Agreement*.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
Article 8—Small export-oriented processing companies (understood as those with no more than 20 workers) can associate with each other in line with paragraph 3, Article 1 of Law #7210 as amended, to meet the minimum amount of new initial investment on fixed assets. In relation to all remaining issues, the standards in this Chapter will apply. 

This is only applicable to companies to be located in the same free-zone industrial park.

CHAPTER 3

Requirements, Assessment, and Procedure

to Apply for Admission into the Free-Zone System 

Article 9. - Those interested in joining the Free-Zone System and being appointed to serve as Public Customs Function Assistants must apply to PROCOMER in the form developed for this specific purpose, including the following information and attaching documents as indicated below.

I. Commonly requested information to apply for admission into the Free-Zone System and for appointment to serve as a Public Customs Function Assistant:

a) Name of applicant.

b) Identification document.

c) Address / means to receive notices.

d) Facilities location (address.)
e) Facilities Status: indicate whether facilities are company-owned or leased.

f) Phone and fax numbers; e-mail address.

g) Company status: operational or project.

h) Name of legal representative as well as identification document and number. 

i) Description of activity. 

j) Affidavit indicating:

i. That the company will not engage in the manufacturing or marketing of any type of weapon (either prohibited or not) or its components, assemblies or sub-assemblies exclusively used in the military industry.

ii. That the company is up to date with its tax obligations in Costa Rica. 
iii. That the company is up to date with all its employer-employee obligations with the Costa Rican Social Security System (Caja Costarricense del Seguro Social.)
iv. That the company, its shareholders, members of the Board, employees or officers have not been penalized through firm administrative decision for company activities involved in administrative, customs, taxing, or customs-taxing infractions.

v. That the company, its shareholders, members of the Board, employees or officers have not been penalized through firm judicial decision for company activities involved in customs or tax crimes. 
vi. That the company and the investment project to be developed are not beneficiaries of any incentive system.

vii. That the company and the investment project to be developed have not benefited in the past from Free-Zone System incentives, even under a different physical or juridical figure.

viii. That the company, its shareholders and any potential beneficiary cannot deduct, in his/her//its country of origin, the taxes exonerated in Costa Rica.

ix. That the company is not a banking, financial or insurance entity and does not provide professional services.

k) The signature in the form must be notarized.
II. Information to apply for admission into the Free-Zone System:

a) Detailed information on pollution resulting from the production process and its waste products, or copy of form submitted to the respective entity within the Ministry of the Environment regarding environmental impact assessment, as appropriate under the applicable laws and regulations
b)  Amount of new initial investment on fixed assets, as well as total investment anticipated and employment level.

c) Estimation of Domestic Value Added the company commits itself to maintain. This estimation will be made based on the formula set for that purpose in these Bylaws. 

III. Information to apply for the status of Public Customs Function Assistant: 

a) Name and identification of subordinate staff that will interact with the National Customs Service.

b) Affidavit certifying that the owner of the premises authorized the company to operate at the facilities where it will do so under the System.

c) Notarized affidavit stating it has an appropriate place to safely hold all documents it must keep in line with its status as a Public Customs Function Assistant. Said affidavit can be submitted no later than ten business days from the time it receives notice of appointment as Public Customs Function Assistant
IV. Documents to submit:

a) Certification of legal status issued not earlier than one month before. 
b) Special Power when application is submitted by someone other than the legal representative, indicating expressly that said person is authorized to submit the application for Inclusion in the Free-Zone System and for Authorization as Public Customs Function Assistant.
c) Notarized copy of personal identification card (both sides) of legal representative and of subordinate staff members who will interact with the National Customs Service
d) Notarized copy of company corporate ID card.

e) Natural persons applying must also submit:

i. Notarized copy of personal identification card (both sides) of applicant.

ii. Recent certification (less than 30 calendar days) issued by the Caja Costarricense de Seguro Social, indicating that the applicant does not work for the Costa Rican government or its agencies.

iii. Criminal Record (obtained directly from relevant entity for work purposes.)
(As amended by Article 1 of Executive Decree # 33841-H-COMEX issued December 15, 2006, published in the official journal La Gaceta #130 of July 6, 2007.)
Single Transitory Provision. From the date of publication of this Executive Decree, Promotora del Comercio Exterior de Costa Rica and the Ministry of Finance will have one year to reach all interorganizational coordination agreements required pursuant Articles 8 and 9 of Law # 8220 enacted March 4, 2002 (Ley de Protección al Ciudadano del Exceso de Requisitos y Trámites Administrativos) and its Bylaws; Executive Decree# 32565-MEIC issued April 28, 2005, with the Costa Rican Social Security Board (Caja Costarricense del Seguro Social) and the National Registry. These must provide the information required pursuant Article 9, section IV, subsections a) and e) subdivision ii), which is the portion to be changed in line with these Bylaws. As long as these agreements are not reached, the company is under obligation to meet these requirements.

Executive Decree # 33841-H-COMEX issued December 15, 2006 was published in the official journal La Gaceta N# 130 of July 6, 2007.

Article 10.—Both the application form and all required documents must allow PROCOMER to ensure that: 
a) The applicant company and its planned activities under the Free-Zone System fall into one of the categories established in Article 17 of Law #7210 as amended.
b) The project meets the minimum amount of initial investment anticipated in Law #7210 as amended and in Chapter 2 of these Bylaws. 
c) The applicant company or project is not previous beneficiaries of the system’s incentives. Should it be so, sufficient evidence must be submitted to satisfy PROCOMER that this is a new project or of the nature and extent of additional investments for the purposes stated in Article 20-two of Law #7210 as amended.
d) The company’s percentage of National Value Added.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 11.—To estimate the National Value Added (NVA) or Local Content applicable to grant free-zone status, PROCOMER will interpret the term NVA as follows: FOB Exports (FOB X) minus CIF Imports (CIF M), plus Inventory Variation (Inv), minus Remittances (R) minus Net Taxes (T), minus Fees Paid Abroad (FPA.) 
NVA = FOB X – CIF M + Inv – R – T– FPA 
FOB Exports stand for FOB exports of finished goods. In the case of service, management, and marketing companies, it will mean total sales of services or marketing activities carried out. CIF Imports (CIF M) are raw materials imports. Inventory Variation (Inv) equals final inventory minus initial inventory in terms of money. Remittances (R) are the amounts of foreign exchange sent abroad or capital repatriation. Net Taxes (T) equals the amounts of money paid to the government as taxes of any type. Fees Paid Abroad (FPA) means fees paid by the company abroad, not paid as remittances.

Should the company not deal with inventory, it must record it as of zero (0) value 
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 12.—Small companies combining to process export goods must create a single legal person or else designate by contract one of them as the applicant. In the latter case, a copy of the consortium agreement must be submitted together with the application, clearly stating duties and responsibilities for each partner company. All of the parties to that agreement must be located in the same industrial park. 
In the cases where one company is chosen as single applicant, all partner companies will be considered beneficiaries of the system for the purpose of meeting the duties and complying with the penalties stated in Law #7210 as amended, as well as with any additional applicable legislation and regulations.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 13. – Within two business days following submission of this application, PROCOMER Management must warn the applicant regarding submission of any missing document or meeting any requirement in relation to application for admission into the Free-Zone System. It will grant the applicant ten working days to meet these requirements.

Within no more than one business day from the date information is completed, the appropriate Technical Unit in PROCOMER must submit a report to the Board or the Board-appointed agency to receive it. This report must contain an evaluation of all issues indicated in these Bylaws, plus justified recommendation of whether or not the applicant should be admitted into the Free-Zone System.  The Board or the Board-appointed agency, or else PROCOMER’s Management will be entitled to ask for other public agencies’ input if deemed necessary in order to improve project evaluation. Once analysis is completed, the Board or the appropriate agency in PROCOMER will make its final recommendation to the Foreign Trade Ministry within three business days after receiving the completed application, so that the Executive Branch of the Government decides within no more than four business days from the date PROCOMER’s recommendation is received.

(As amended by Article 1 of Executive Decree # 33841-H-COMEX issued December 15, 2006, published in the official journal La Gaceta # 130 of July 6, 2007.)
Article 13 two.- At the time of recommending admission of the applicant to the Free-Zone System, PROCOMER will send the General Customs Bureau (Dirección General de Aduanas) a certified copy of the filed containing both information and documents submitted by the company. The General Customs Bureau must ensure that the file meets all requirements pursuant Article 9 of these Bylaws in relation to application for appointment to serve as Public Customs Function Assistant. In case the General Customs Bureau finds the information does not meet all requirements pursuant said Article, it will report to PROCOMER at its earliest convenience. PROCOMER, in turn, will let the applicant know, and will grant it ten working days to meet all requirements. 

Once the file is complete, the General Customs Bureau will proceed with the application to serve as a Public Customs Function Assistant as follows:

a) Companies inside the park: The General Customs Bureau must issue a resolution regarding appointment as a Public Customs Function Assistant no later than two business days from the time from the time PROCOMER notifies the appointment agreement. In such cases, the General Customs Bureau, pursuant Article 4 of Law # 7830 enacted September 22, 1998 will not conduct any previous check of facilities. Despite the above, once the company is operating under the Free-Zone System, the customs authority will be entitled to conduct all required checks and visits to the facilities. In case some requirements are not met, action will be taken to apply penalties as established in the appropriate rules.

b) Companies outside the park: The General Customs Bureau must issue a resolution regarding appointment no later than two business days from the time PROCOMER notifies the appointment agreement. In such cases, should the report mentioned in Article 18, subsection ch) of the Free-Zone System Act be favorable, this will serve as the basis to issue the appointment resolution. Thus, the customs authority will not conduct any additional check.

(As appended by Article 2 of Executive Decree # 33841-H-COMEX issued December 15, 2006, published in the official journal La Gaceta # 130 of July 6, 2007.) 
Article 13 three.- Once the resolution of approval to serve as a Public Customs Function Assistant, the General Customs Bureau will notify the applicant and PROCOMER, providing at the same time all computer codes required to operate under the System.

(As appended by Article 2 of Executive Decree # 33841-H-COMEX issued December 15, 2006, published in the official journal La Gaceta # 130 of July 6, 2007.) 
Article 14.—If the Executive Branch of the Government chooses to grant the company Free-Zone System status, the appropriate Admission Agreement* will be issued, containing, as a minimum:

a) Registration and representation data for the free-zone company.

b) An indication of the category the company is registered in, among those anticipated in Article 17 of Law #7210 as amended. The Free-Zone System status can not be granted to the same applicant in more than one category.

c) A description of the project’s major features and of the activities the company will carry out under the Free-Zone System.

d) The legal minimum amount of new initial investment on fixed assets and the time frame to meet it.

e) Standards the free-zone company commits itself to meet in terms of total amount of investment and employment level, as well as time frames to meet these standards.

f) An explicit reference to the commitment of the free-zone company to meet all requirements stated in Law #7210 as amended and its regulations, as well as the duties connected with its role as an assistant to the customs public function.

g) An explicit reference to the company’s obligation to adhere to mechanisms allowing appropriate supervision and control of its operations under the Free-Zone System, as established by PROCOMER and the Costa Rican Ministry of Finance.

h) An explicit reference to the company’s obligation to meet all environmental protection standards established by international and Costa Rican legislations in order to attain sustainable development of economic activities, as corroborated by the appropriate authorities.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 

Article 15.—If the government resolves to deny the Free-Zone System status to the applying company, a declaration will be issued and PROCOMER will notify the interested party.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 16.—An appeal for reversal in line with the Law Regulating the Contentious-Administrative Jurisdiction (Ley Reguladora de la Jurisdicción Contencioso-Administrativa) can be filed to challenge the declaration denying the Free-Zone System status.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 17.—PROCOMER must keep duly arranged and numbered records of application for inclusion in the Free-Zone System from the time of the first submission to the time after the final declaration is issued.

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 18.—Benefits granted by Law #7210 as amended to beneficiaries in the Free-Zone System are in effect as of the date the interested party is notified of admission into the system. This will not preclude, however, specific action taken on a case-per-case basis to comply with paragraph 2, subsection g) of Article 20 of Law #7210 as amended. Despite the above, activities under the free trade system can not be carried out and benefits can not be enjoyed as long as the free-zone company has not underwritten an operation contract with PROCOMER, under the format previously established for that purpose. 
To start production operations under the free trade system, the company must have been authorized by the General Customs Bureau to serve as an assistant to the customs public function, in line with the General Customs Act and its Bylaws. 
The Admission Agreement for admission into the system will be published in full in the official journal (La Gaceta), at the expense of the applying company. This applies also to all arrangements modifying the Admission Agreement.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 18-two.—PROCOMER can authorize for certain procedures within its scope to take place through electronic means. For that purpose, the company will be given a confidential password or access code. For all legal purposes, it will equal the signature of the company’s legally authorized representative. 
In such a case, all documents in magnetic, digital, or electronic form will produce the same juridical effects as those in hard copy. 
(As appended by Article 3 of Executive Decree #31715 issued March 2, 2004.) 
Chapter 4 

Applications Related to Park-Managing Companies 
Article 19.—The directions in Chapter 3 of these Bylaws apply in the case of companies requesting admission into the Free-Zone System in order to develop and manage a free-zone industrial park. However, PROCOMER must also request information demonstrating the company’s financial ability to develop the project, as well as the existence of appropriate infrastructure and availability of services and control mechanisms, taking into consideration park-managing companies’ obligations in line with Law #7210 as amended. Also, the company must submit a proposed development master plan for the park, including development stages and time frames. 
In addition, the applying company must submit a general regulations draft for park operation comprising procedures and standards related to the control of the arrival and departure of people and goods, in terms satisfactory to PROCOMER in line with Law #7210 as amended, as well as to the General Customs Bureau, in line with the General Customs Act and its Bylaws, as applicable.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 20.—In order for an industrial park to be authorized to operate as a free zone, its infrastructure must accommodate, as a minimum, twelve companies under the Free-Zone System. These can be exclusively export processing companies or can include companies in other categories anticipated in Article 17 of Law #7210 as amended. All of the above must be duly corroborated to a degree satisfactory to PROCOMER .

In relation to the previous paragraph, in the cases referred to in Article 12 of these Bylaws, combined companies will be taken as a single business firm.

Article 21.—In case companies outside the Free-Zone System are located in the park, the managing company must notify the General Tax Bureau  and the General Customs Bureau (Dirección General de Tributación and Dirección General de Aduanas), within three working days, regarding formalization of the sales contract, in order for them to take action in line with their authority and competence regarding exemption control as stated in Article 20 of the Free-Zone System Act # 7210 as amended, as well as regarding commensurate reduction of all other exemptions, in line with Article 22 of that law.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 22.— In order to authorize a proposed industrial park exclusively devoted to marketing and/or service companies to operate as a free zone, its total area available for construction must comprise at least 4,000 square meters (i.e. 4,800 square yards), to locate companies under the Free-Zone System. This must be duly corroborated to a degree satisfactory to PROCOMER.

Article 22 two.—Companies managing free-zone parks will be allowed to either expand or reduce park area provided they meet the requirements below: 

a) The area added must be adjoining properties or separated by an easement, public road, railway, or private road from the area previously authorized to serve as a free-zone park. Also, the total area resulting from expansion / reduction must be always kept as a property or group of properties independent for registry purposes. No reductions negatively impacting the minimum infrastructure required to authorize an industrial park to serve as a free zone will be accepted. Neither will be accepted those impacting the total area available for minimum construction required for parks exclusively devoted to service or marketing companies.

In case park enlargement results in properties separated by an easement, public road, railway, or private road, the park-managing company must ensure there is a single record of merchandise entering and leaving the free-zone park to the various destinations anticipated in legislation.

(As modified by el Article 1 of Executive Decree # 34166-H-COMEX issued December 4, 2007 published in the official journal La Gaceta # 247 of December 24, 2007.)
b) When the area to be expanded comprises one or more buildings or some specific floors in those buildings, the properties where such buildings are located must also be adjacent to the area previously authorized to serve as a free-zone park, or else it must separated by an easement, public road, railway, or private road adjacent to the area previously authorized to serve as a free-zone park. In the case of addition / exclusion of floors within a building, the building itself must be under the horizontal property system and only complete floors can be added or excluded. In one floor is divided into several dependent properties, each and every one of them must be added or excluded, as appropriate.

In case park enlargement results in properties separated by an easement, public road, railway, or private road, the park-managing company must ensure there is a single record of merchandise entering and leaving the free-zone park to the various destinations anticipated in legislation.

(As modified by el Article 1 of Executive Decree # 34166-H-COMEX issued December 4, 2007 published in the official journal La Gaceta # 247 of December 24, 2007.)
c) The conditions of park area resulting from the extension or reduction must allow to subject it to all mechanisms required to control the arrival and departure of people and the import and export of goods, in line with the General Customs Act, its Bylaws, and the operation policies issued by the General Customs Bureau for this purpose. 
d) When the real estate to be added does not belong to the park’s managing company, together with the application a document must be submitted expressing the owner’s consent to have his/her goods under the Free-Zone System and committing himself/herself to comply with all relevant Free-Zone System laws and regulations as applicable, under the terms and conditions established by PROCOMER and the General Customs Bureau. The fact that the managing company is not registered as the owner of one or more properties in the park does not restrict in any manner its managing responsibilities in line with Law #7210 as amended and with these Bylaws. For this purpose, the managing company must adopt all required contractual safeguards in its relation to the tenants and/or owners of properties in the park. 
e) In the case infrastructure or buildings in the area asked for exclusion are built under some type of tax benefit considered within the law for companies developing and managing free-zone parks, the applying company must return the tax funds corresponding to those benefits, as determined by the Costa Rican Ministry of Finance. To make the appropriate calculations, the free-zone company must submit to the Costa Rican Ministry of Finance an expert’s report developed by a professional accredited by the Costa Rican Engineers and Architects’ Association (Colegio Federado de Ingenieros y Arquitectos.) This report will indicate the amount and value of materials used, as well as the tax amount to be paid. The application for reduction will not be approved unless this return is paid in full. 
f) To comply with the requirements stated in subsection ch), Article 17 of Law #7210 as amended, a free-zone company will be considered as located in a park when it operates within the authorized park area, either as owner or as tenant. Park managing companies must report to PROCOMER and to the General Customs Bureau every change in ownership/occupation of the authorized park area, using the means and ways established by these organizations. 
g) All requirements and conditions stated in this Article will apply in relation to applications to authorize new parks and for authorizations in the case of parks currently in existence. 
(As appended by Article 1 of Executive Decree #30407 issued April 18, 2002 and as amended by Article 1 of Executive Decree #31715 issued March 2, 2004.)

Article 22 three.—Replacement of a park-managing company can be authorized as long as the replacing company meets all the requirements to participate in the System and as long as the executive agreement authorizing replacement states that said company commits itself to comply with all duties resulting from participating in the System, including those resulting from using goods brought into the System will tax benefit. The status the replacing company accepts comprises all attendant responsibilities resulting from action taken by the replaced company.

The park managing company must apply to PROCOMER together with the following:

a)
Identification of replacing company and explicit statement of willingness to accept the status of park managing company under the terms mentioned above. The replacing company must explicitly accept the entire responsibility resulting from action taken by the company it replaces in relation to duties and obligations undertaken with the Costa Rican Ministry of Finance, the Costa Rican Ministry of Foreign Trade, and Promotora del Comercio Exterior de Costa Rica in relation to the Free-Zone System, without prejudice of other regulations.

b)
A CPA certification itemizing the goods entered under the System, with copy sent to the control customs house of free-zone companies.

c)
Identification base on the abovementioned certification of goods to be transferred to the replacing company as well as those to be re-exported or definitely imported.

d)
In case there are goods to be re-exported or definitely imported, it must submit documents proving these operations were conducted, as appropriate.

All of the abovementioned requirements must be met to obtain authorization for replacement. 

Prior to PROCOMER’s recommendation for replacement, PROCOMER must ensure that the company has no pending administrative procedures or tax liabilities resulting from participating in the System. To do so, it will ask the Ministry of Finance for all appropriate certifications. 

As a part of the application procedure, PROCOMER will make its recommendation to the Ministry of Foreign Trade. Upon COMEX authorization, the replacing company must apply to the General Customs Bureau for appointment to serve as a Public Customs Function Assistant, with all attendant duties, rights, and obligations stated in the General Customs Act, its Bylaws and related legislation. The replacing company will not be allowed to conduct any type of customs operation under the System prior to receiving that appointment.

From the time notice of the executive agreement authorizing replacement is given, the replaced company must transfer to the replacing company the goods imported under the System still not re-exported or definitely imported, within no later than fifteen business days. Otherwise, action will be taken pursuant Article 56 of the General Customs Act.

(Appended by Article 1 of Executive Decree # 33360-H-COMEX issued September 20, 2006.)
Article 22 -four.— Once the repeal of or waiver from the Free-Zone System by a park-managing company is firm at the administrative agency, with all attendant juridical results, PROCOMER will notify all free-zone companies working within that park. This notice will also urge them to propose a managing company. When the park operates under the rule regulating condominium property, the current condominium manager can be nominated. In case no satisfactory response results, PROCOMER can invite, through publication in the official journal “La Gaceta” and at least in one daily newspaper with countrywide coverage, to any party interested in accepting the status of managing company. Once there is a company willing to accept that status and the procedures in this Article have been conducted, PROCOMER will make its recommendation to the Ministry of Foreign Trade. The new managing company must not be in arrears with its tax duties and must meet all requirements to participate in the System.

Until a new managing company is chosen, free-zone companies in the Free-Zone System working at the park must observe security and control measures regarding arrival and departure of goods and people without prejudice to PROCOMER’s legal power in this regard
(Appended by Article 1 of Executive Decree # 33360-H-COMEX issued September 20, 2006.)
CHAPTER 5

Applications Related to Companies to be Located Outside the Park

Article 23.— The third chapter of these Bylaws will apply in the case of applications submitted by companies intending to locate outside an industrial free-zone park. However, PROCOMER must also specifically ensure: 
a) That the applications have to do with an export processing company. 
b) That the characteristics of the production process or the project’s nature forbid developing it within an industrial park. 
c) That the company is able to comply with all required mechanisms to control the arrival and departure of people and import and export of goods, in line with the General Customs Act, its Bylaws, and the operation policies issued by the General Customs Bureau for that purpose. 
d) That the company meets its obligation as stated in Article 14 and all other relevant Articles of Law #7210 as amended.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 24.—Companies planning to locate outside the park must meet the minimum initial investment amount on fixed assets as required by Law #7210 as amended, in line with the criteria set in Chapter 2 of these Bylaws.

Article 25.—In the case of applications by companies planning to locate outside the park, upon receiving final recommendation by PROCOMER or prior to that if considered appropriate, the Foreign Trade Ministry will consult as required to the Ministry of Finance, as established in subsection ch), Article 18 of Law #7210 as amended.

The report of the Costa Rican Ministry of Finance will deal with the viability of all relevant tax and customs controls, as well as any other the Costa Rican Ministry of Finance considers appropriate to deal with.

Article 25-two.—Extension of Free-Zone System companies located outside the industrial park. Extension will be understood to mean an increase in the construction area or the yards or of both, either on adjoining pieces of land or on those separated by an easement, a public road, a railroad, or by a private road. Free-zone companies, authorized to operate outside an industrial park, will be able to extend its facilities provided they meet the following requirements: 

a) The conditioned area must be devoted to receiving, warehousing, inspection, shipping, production of merchandise, or any other company activity, as long as these activities are duly delineated and identified. For these purposes, the extension of the conditioned area must meet the same requirements demanded in current legislation from the free-zone companies, in the application of customs control. 

b) No raw materials, equipment, machinery and merchandise can be relocated or moved to or from the extended area. Each area must be used only for the purposes authorized, except when previous authorization from customs and a justification for the case exist. 

c) Applications for extensions must be submitted to PROCOMER. If the application is considered appropriate, PROCOMER will issue the authorization provided the new area complies with all relevant fiscal and customs controls.

(As appended by Article 1 of Executive Decree #31812 issued April 30 2004.)

Article 25 three.- Enlargement of the operation area for free-zone companies.
1). Companies outside the park will be able to enlarge their operation area in an industrial park as long as it is located within the jurisdiction of the control customs house of the free-zone company and once they have met all requirements and obligations in the customs rule in effect for companies operating inside the park.
2)Companies inside the park will be able to enlarge their operation area:
a) Within the same park.

b) In another park under the same jurisdiction of the free-zone company’s control customs house 
For the cases in subsections 1) and 2), item b), free-zone companies must meet the following requirements:
a) Make an additional investment in the area they want to enlarge, of at least one-hundred fifty-thousand U.S. dollars (US $150,000) o an equivalent amount in local currency.
b)The enlarged area must be devoted to receiving, storing, checking, and production / shipping of merchandise, only for the activity previously authorized by PROCOMER. For these purposes, the enlargement in the operation area must meet the same requirements as stated in the General Customs Act (Ley General de Aduanas) as amended, and its Bylaws, as well as the Free-Zone System Act and its Bylaws, for free-zone companies in relation to carrying out customs control.
c). The company must keep a permanent inventory system in the enlarged area, separate from inventories taken in the area initially authorized.
d). Consequently no raw materials, equipment, machinery, and merchandise must be located or transferred between the enlarged area and the free-zone company or vice versa. Each enlarged area must be used only for the purposes it was authorized, excluding exceptions duly justified by the free-zone company and approved by the jurisdictional customs house through justified resolution.
Companies enlarging their area within the same park must meet the same requirements established in the General Customs Act as amended and its Bylaws, for free-zone companies.
Applications for area enlargement must be submitted to PROCOMER for authorization, explicitly indicating the activities to be carried out with that area. If PROCOMER sees it fit to accept the request, PROCOMER will grant authorization upon condition that the new area meet all required tax and customs controls in line with check carried out by the appropriate customs authority
All of the above without prejudice to the appropriate customs controls to be applied by the National Customs Bureau (Servicio Nacional de Aduanas) to free-zone companies.
(Number amended by Article 1, Executive Decree #33483-H-COMEX issued November 2, 2006, published in the official journal La Gaceta #246 of December 22, 2006.)
CHAPTER 6

Applications Related to Satellite Plants and Additional Warehousing Facilities 

Article 26.— Provisions in Chapter 3 of these Bylaws apply in the case of applications from free-zone companies to install satellite plants outside the free-zone industrial park where the main plant is authorized to operate. However, PROCOMER must also specifically evaluate: 
a) That reasons dealing with availability of labor, transportation, raw materials management or other similar motive exist to justify authorizing a satellite plant. 
b) That the company commits itself to manufacturing a significant percentage of its total output in the plant located in the park. For this purpose, significant percentage is understood to mean that at least fifty-five per cent of the company’s total output under the free trade system will be manufactured directly at the main plant. PROCOMER must ensure production in the satellite plants does not exceed forty-five per cent of the company’s total output, which must be estimated on a per-value and per unit of production basis and the larger percentage of these will be applied. 
c) That the company commits itself and is able to establish relevant tax and customs controls in relation to the satellite plants, in terms that are satisfactory to the General Customs Bureau .
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 27.—Working in cooperation with the customs house under the jurisdiction of the main plant, PROCOMER will authorize, by way of exception and only in cases duly justified, merchandise movement (imports and exports) directly from satellite plants. Despite this, the customs house under the jurisdiction of the main plant will exert customs control and will control and record all procedures carried out by the satellite plant. In these cases, the free-zone company must adhere to all additional control mechanisms established in the General Customs Act and its Bylaws. No objections to grant authorization will be assumed forty-eight hours after the opinion of the customs house under the jurisdiction of the main plant is required with no response resulting.

Article 28.— By way of exception, PROCOMER will authorize the use of warehouses to store raw materials and merchandise. The free-zone company must ask PROCOMER for authorization to use a warehouse. Once it is granted, it must request authorization to operate from the General Customs Bureau. To do so, it must submit the permission granted by PROCOMER .

Warehouse use will be exclusively authorized within the industrial park, in the case space is insufficient in the main plant. For warehouses located in an industrial park under a different jurisdiction than that for the main plant, the jurisdictional customs house over the main plant will exert customs control on those warehouses. Imports and exports from these warehouses are not allowed. A Free-Zone Customs Declaration must be used for merchandise movement between the main plant and the warehouse. This is not required when both are located in the same industrial park. The above provisions without prejudice to the use of internal controls and adequate inventory records the company must have to allow for satisfactory control.

(As amended by Article 1 of Executive Decree #30849 issued October 23, 2002) 
Article 28 two.—By way of exception, due to a lack of space, free-zone companies will be allowed to temporarily store merchandise imported under the System at customs warehouses, under previous authorization of the Control Customs House.

In those cases, merchandise will remain under the Free-Zone System and will be the responsibility of free-zone companies, without prejudice to responsibility from the customs warehouse.

(Number added by Article 2 of Executive Decree # 34166-H-COMEX issued December 4, 2007 published in the official journal La Gaceta # 247 of December 24, 2007.)
CHAPTER 7

Applications for Modifications to the Admission Agreement*

and Waivers to the Free-Zone System
Every change in a free-zone company’s conditions or activities involving a revision of the Admission Agreement’s terms originally established when the company was admitted into the System, except for changing business name and all other cases anticipated in these Bylaws and directly authorized by PROCOMER, must be previously authorized by the Executive Branch of the Government. For this purpose, the interested company must apply to PROCOMER and must submit all supporting information and documents. PROCOMER will deal with these applications in line with the procedure established in Chapter 3 of these Regulations, as applicable
(As amended by Article 1 of Executive Decree # 33841-H-COMEX issued December 15, 2006, published in the official journal La Gaceta #130 of July 6, 2007.) 
Article 30.—When a company intends to give up the Free-Zone System status it must notify PROCOMER and the General Customs Bureau at least one month in advance. PROCOMER must ensure compliance with the following requirements: 
a) That the company is not in arrears on the fee due for participating in the Free-Zone System and all other liabilities anticipated in Law #7210 as amended and in these Bylaws. 
b) That the company is not in arrears in terms of its tax liabilities. This must be evidenced through a sworn statement issued by the company’s legal representative. 
c) That the company is not in arrears regarding payment of social security fees. 
d) That the company makes known its purpose of renouncing the free-zone status through publication in a newspaper with country-wide coverage. 
e) That the company submits a copy of its statement declaring its purpose to quit the system, duly sealed and acknowledged by the jurisdictional customs house over the company.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 31.—In order to recover the guarantee deposit, the interested party must submit a CPA certification, stating all balances of raw materials, merchandise, machinery and equipment acquired under the free trade system were duly liquidated and that all due customs procedures were carried out. This certification must cover the period between the most recent fiscal year-end closing and the total liquidation date for raw materials, merchandise, machinery and equipment acquired under the free trade system raw materials, merchandise, machinery and equipment acquired under the free trade system.

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 32.—Once the above in confirmed, PROCOMER must send the Minister of Foreign Trade a report so that the Executive Branch of the Government decides about the waiver submitted.

All Free-Zone System benefits to the interested company will be suspended upon acceptance of the waiver application by the Board of Directors or the appropriate PROCOMER unit. The same day, the jurisdictional customs house and the General Customs Bureau will be notified for all relevant purposes. Only those procedures essential to pay taxes on goods acquired under the free trade system, their re-exportation, or sale to companies under special systems will be allowed. These must take place over the next two weeks after notification of waiver acceptance, as anticipated in Article 56 subsection f) of the General Customs Act.

The elimination of charges for participation in the free trade system will be decreed upon acceptance of the waiver application by the Board of Directors or the appropriate PROCOMER unit.

Once the interested party submits to PROCOMER the CPA certification requested in Article 31, the guarantee deposit will be returned to him/her, after deducting all amounts due to PROCOMER 

CHAPTER 8

Rights and Responsibilities of Free-Zone System Beneficiaries

Article 33.—Free-zone companies are entitled to tax exemptions and benefits as established in Law #7210 as amended. To enjoy these benefits, they must at all times comply with the terms and conditions set in that law, these regulations, the provisions from PROCOMER and those from the Costa Rican Ministry of Finance in connection with that system.

Article 33 two.- Pursuant Article 20 subsection b) of Law # 7210 as amended, free-zone companies can import, free of taxes and consular duties the motor vehicles required to operate, produce, handle, and transport goods. Vehicles to be exempted will be:
Vehicles with chassis and cabin for one / two ton load.

- Trucks or chassis for trucks.

- One / two ton truck, either single or double cabin, maximum 4,000 cubic centimeters.

- Vehicles seating 15 passengers as a minimum.

To benefit from this, the interested parties must formally apply to PROCOMER for exemption, through the import form developed for this purpose by the Ministry of Finance, with affidavit specifying the use to be given to the vehicles they are applying for exemption
In case the application for exemption meets the requirements stated in Article 20 subsection b) of Law # 7210 as well as with these Bylaws, PROCOMER will make the recommendation for exemption to the Exemption Department of the General Customs Bureau (Departamento de Exoneraciones de la Dirección General de Hacienda.)
(As appended by Article 1 of Executive Decree # 33283-H-COMEX issued July 7, 2006.) 
Article 33 three.- The Ministry of Finance, through the Exemption Department of the General Customs Bureau, will be responsible for authorizing vehicle exemption in line with Law # 7210 as amended, and duly control exemption and tax settlement procedures in order to ensure adequate control of goods exempted; conduct studies to ensure the various offices involved adequately perform the functions stated in these Bylaws, as well as those specified in the appropriate legislation
(As appended by Article 1 of Executive Decree # 33283-H-COMEX issued July 7, 2006.) 
Article 33 four.-  To effectively bring the vehicle into the System, once exemption is granted by the Ministry of Finance, free-zone companies must draft a Free-Zone Customs Declaration and attach it to the approved exemption paper.
Once this is done, and to obtain special registration license plates “ZFE”, free-zone companies must apply to PROCOMER for a certification addressed to the National Registry Office, requesting registration for the exempted vehicle as well as the license plate mentioned above
(As appended by Article 1 of Executive Decree # 33283-H-COMEX issued July 7, 2006.) 
Article 33 five.- Beneficiary companies must meet the following conditions for use of exempted vehicles: 

a) Use the vehicles exclusively for the tasks directly related to the activity authorized in the Admission Agreement to the Free-Zone System.
b) Label the vehicles with a visible sign on both front doors showing name and logo of the free-zone company as well as the slogan “Exclusively for free zone use.” This sign must have, as a minimum, the following dimensions: 30 centimeters long; 20 centimeters wide; with letters  two centimeters high. The color of the sign must contrast with that of the vehicle to make it visible to the naked eye.
c) Have special registration license plates given by the National Registry Office.
d) Be driven by the beneficiary of staff duly included in the beneficiary’s payroll as reported to the Costa Rican Social Security Board (Caja Costarricense de Seguro Social) engaged in tasks strictly and directly related to operation, production, and transportation of goods. In those cases, drivers must carry inside the vehicle the authorization of use issued by the beneficiary’s legal representative.
e) Keeping a record of authorizations to drive cars granted to employees in the payroll.
(As appended by Article 1 of Executive Decree # 33283-H-COMEX issued July 7, 2006.) 
Article 33 six.- The use of the vehicle in non- authorized activities or by people other than those authorized by the beneficiary will result in the beneficiary being deprived of the benefit and will result in the authorities taking the vehicle out of the road.
(As appended by Article 1 of Executive Decree # 33283-H-COMEX issued July 7, 2006.) 
Article 34.—free-zone companies must: 
a) Comply with all PROCOMER control requirements and those from tax and customs authorities. 

b) Establish operational and accounting systems to permanently control the import, stay, and export of merchandise and materials, either owned or on consignment. The use, transformation, and location of those goods must be determined based on the beneficiaries’ accounting systems or permanent inventory records.
c) Fully cooperate with PROCOMER and the tax and customs authorities in their control tasks

d) Maintain an updated inventory of imported goods. 

e) Submit to PROCOMER an annual operations report as established in these Bylaws, as well as all other reports required by PROCOMER, COMEX, or the tax and customs authorities as per their functions. Beneficiaries can submit their annual operations report to PROCOMER by electronic means, in line with the formats and procedures established for that purpose. 
The provisions in Article 18-two of these Bylaws will apply to reports submitted through electronic means. 

The supporting documents beneficiaries must attach to the report must include an affidavit issued by the company’s legal representative indicating use given for the fiscal year to the vehicles entered under the System, as well as a copy of the title issued by the National Registry Office.
(Subsection amended by Article 2 of Executive Decree# 33283-H-COMEX issued July 7, 2006)

f) Make and maintain a guarantee deposit on account of PROCOMER . 

g) Pay all system’s use fees timely. 

h) Comply with environmental, urban, sanitation, and all other applicable regulations, according to the company’s activity type, and maintain updated operation permits. 

i) Meet minimum initial and projected investment levels, as well as employment and all other levels as appointed in the concession agreement. 

j) Timely provide PROCOMER with all the information it requires from them in relation to the Free-Zone System management. 

k) Keep duly filed all free-zone customs declarations and accompanying documents, as well as the Operations’ Control Book and the Yearly Operations Report in line with Article 30 subsection b) of the General Customs Act.

l) All other requirements as established in Law #7210 as amended, these Bylaws, and all other applicable laws and regulations, as well as in the Free-Zone Admission Agreement and the operations contract.

m) Note and register in books and records, either manual or electronic, according to formats authorized by PROCOMER, all company operations related to tax-exempt goods as authorized by the General Finance Administration (Dirección General de Hacienda) of the Costa Rican Ministry of Finance. These will be open to inspection by both PROCOMER and the tax authorities.

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
n) Put the vehicles entered under the System to an appropriate use and follow the rules in these Bylaws in relation to this matter.

(Subsection appended by Article 3 of Executive Decree # 33283-H-COMEX issued July 7, 2006.) 
SINGLE TRANSITORY PROVISION: Beneficiaries with vehicles entered under the Free-Zone System will have three calendar months since the publication of this Executive Decree to meet the labeling requirement stated Article 33 -fifth.  

(The Executive Decree # 33283-H-COMEX issued July 7, 2006 was published in the official journal La Gaceta #163 on August 25, 2006.)
Article 35.—In addition, park-managing companies must:

a) Notify the jurisdictional customs house as well as PROCOMER regarding the existence of any change of facilities, renting of new warehouses, or any other unusual movement by companies located in the park.

b) Preclude merchandise from leaving the park without prior authorization of the jurisdictional customs house in the case of benefit suspension to beneficiaries located in the industrial park.

c) Enforce compliance of provisions in circular letters issued by the General Customs Bureau in their role as auxiliaries to the customs public function.

d) Notify the customs post, the General Customs Bureau, and PROCOMER at once, in the case of termination of operations by a company located in the park.

e) Provide the customs post with telephone lines required for communication.

f) Provide the customs post with all equipment, furniture, and services required for normal operation.

g) Provide the park with a team of guards to ensure security for both people and goods inside park borders and to ensure compliance with provisions for the arrival and departure of people and the import, stay, and export of vehicles and merchandise, and ensure appropriate operation of the park.

h) Develop regulations in line with the provisions in Article 19 of these Bylaws, make them known to users, and place them in a visible place in the park. Also, carrying out training activities aimed at beneficiaries located in the park and at security personnel.

i) Provide maintenance to access roads to the park as well as road within the park.

j) Develop the project with strict adherence to the terms and conditions established in the Admission Agreement *. 

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
k) Efficiently serve beneficiaries located in the park.

l) Ensure appropriate enforcement of laws and regulations related to park management and operation.

m) Comply with all other applicable legal provisions and regulations, as well as those issued by PROCOMER and the General Customs Bureau within their scope.

Article 36.—The appropriate bodies of the Costa Rican Ministry of Finance will establish customs and control procedures to be followed by beneficiaries and customs authorities. For this purpose, the General Customs Bureau will coordinate all relevant matters with PROCOMER.

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 37.— At the time of notification of the Admission Agreement* granting admission into the system, beneficiaries must submit to PROCOMER a compliance guarantee in an amount equal to three months’ system participation fees. The minimum amount to be paid in all cases equals US$ 5,000 (five thousand American dollars.) In case the rate to be paid by the company increases over the guarantee deposit amount, the latter will be adjusted to bring it up to date. This guarantee will unconditionally back compliance with each and every duty from beneficiaries. The guarantee can be submitted in any form anticipated in the Bylaws to the Management Contracting Law.

PROCOMER is hereby empowered to administratively distress that guarantee, with no more procedures than making a justified decision and without liability, and to deduct from that guarantee all amounts due by beneficiaries for whatever reason. The operations contract must include a provision specifically considering this possibility. 

It is hereby understood that the guarantee mentioned in this Article must remain unconditional and in full force throughout the entire period the free-zone company continues in the system. When due to some circumstance the free-zone company does not submit or replace that deposit within the established time frame or within the time frame PROCOMER will notify him/her if needed, PROCOMER will notify COMEX at once, for it to start the administrative procedure to revoke the free-zone company’s participation in the system. Once that deadline is over, no new deadline will be established to meet this requirement.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
Article 38.—Free-zone system beneficiaries must start activities no later than the anticipated date stated in their Admission Agreement*. Upon warranted application from the company and fully-justified recommendation from PROCOMER, the Executive Branch of the Government can extend the term to start operations, provided the starting date in no time exceeds two years from the publication date of the Admission Agreement*.

To set and extend the date to start operations, the data submitted by the applicant will be taken into account, together with the nature of the activity to be carried out and the time it requires to begin generating income, so that each project’s specific characteristics are considered.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
Article 39.—Within the four-month period following the end of the ordinary fiscal year or the special fiscal year authorized by the Costa Rican Ministry of Finance for a particular company, all beneficiaries must submit to PROCOMER a yearly report of their activities in the fiscal year just ended. This must contain and report all the information specified in the formats designed for this purpose by PROCOMER and duly published in the  official journal La Gaceta. 
In case an incomplete report is submitted, PROCOMER will grant the free-zone company a fifteen-business days period, starting on the date of notification, to fix defects or to submit each and every missing document. However, no report will be seen as submitted when it contains significant defects or omissions making it impossible to assess its contents. 

Should the report not be submitted within the time frame appointed on paragraph one of this Article or if it is found to have significant defects or omissions, or if these omissions are not completed within the time frame appointed on paragraph two of this Article, then PROCOMER will temporarily prevent the company responsible for these failures from carrying out all authorized procedures related to activities under the Free-Zone System. On the same day it writes the letter of communiqué, PROCOMER will notify the General Customs Bureau, the jurisdictional customs house, the General Finance Administration (Dirección General de Hacienda), and management of the industrial park where the company is located for them to also suspend all procedures and benefits from the Free-Zone System such as transfer o movement of materials and merchandise, tax exemptions and all other operations under the system.  Any of these measures, however, will prevent the application of fines or an eventual repealing of the system as applicable, in line with the law and following fully-justified recommendations  from PROCOMER to COMEX.

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 40.—When beneficiaries delay for fifteen calendar days their payment of mandatory legal contributions resulting from participation in the Free-Zone System, PROCOMER will notify them regarding this failure. In the case of delays larger than thirty calendar days PROCOMER will notify COMEX in order for it to start the procedures to apply the appropriate penalties and the cautionary suspension of all benefits derived from participation in the Free-Zone System. On the same date the order to start the procedures, signed by the President of the country, is received, COMEX  must notify the General Customs Bureau and the jurisdictional customs house regarding this order. As a result of the delay longer than thirty days, all PROCOMER benefits and procedures will be automatically suspended for the company in arrears, until it pays in full the entire amount of those contributions.

CHAPTER 9

Special Provisions in Relation to Incentives

Article 41.—No Free-Zone System status will be granted to develop or operate investment projects or companies that are already beneficiaries of the system incentives, even though these have been granted on behalf of a different natural or legal person, except when proven it is a new project or, exceptionally, when the nature or size of additional investments justify this action in the eyes of the Ministry of Foreign Trade. 

To evaluate the assumptions established in this Article the Ministry of Foreign Trade can use all types of items of evidence allowing it to determine whether the companies or projects applying for admission into the system are already beneficiaries of the incentive system or, on the other hand, that they are new or exceptional projects that can be admitted on the basis of their nature or the size of their proposed investment.

In order to determine whether it is a new project, its location, production process, goods or services produced, and other similar criteria will be taken into account. Also, both in the case of additional investments and of new projects, at least the minimum requirements for new initial investment established in Chapter 2 of these Bylaws must be met.

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 

Article 42.—Export processing free-zone companies with new initial investment on fixed assets equal to or exceeding two million American dollars (US$2,000,000.00) or its equivalent amount in local currency and reinvesting in the country four years after admission into the Free-Zone System, will be entitled to receiving an additional exemption on their income tax payment in the terms established in subsection l), Article 20 of Law #7210 as amended. The following rules will apply to determine and quantify minimum initial investment, reinvestment, and additional exemption.

a) Only free-zone companies with a new initial investment on fixed assets of at least two million American dollars (US$2,000,000.00) will be eligible for the benefit of additional exemption. To determine that amount of new initial investment on fixed assets, it must meet the standards established Articles 5 and 7 of these Bylaws. In addition, for this purpose new initial investment will be that made over the first two years the company is under the system, i.e., the two years following the date of notification of the Admission Agreement granting the company admission into the system.

b) The company should have reinvested after completion of the fourth year from the date of admission into the system and prior to starting the eight year from the date of admission. For this purpose, years will be counted as year to date, starting with the date the company was notified of the Admission Agreement* granting admission into the system.

c) Reinvestment must meet the requirements related to new investment on fixed assets, in line with standards established in Articles 5 and 7 of these Bylaws.

d) The percentage reinvestment required as per subsection l), Article 20 of Law #7210 as amended, to obtain each additional year a 75% profit tax exemption for a four-year maximum will be estimated on the basis of the total amount of investment on fixed assets established in the Admission Agreement, to be completed on the day marking the fourth year after admission into the system, or else on the amount of two million American dollars (US$2,000,000) established on subsection l) of Law #7210 as amended, whatever the highest amount. 

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 

e) Each year with a 75% profit tax exemption, up to a maximum of four years, will be reckoned from the end of the last year the company enjoyed 100%-exemption on that tax. For this purpose, years will be counted from date to date, starting with the date the company began enjoying a 100% profit tax exemption.

f) Upon conclusion of the period of time with additional 75% profit tax exemption given the company and within the four-year maximum anticipated in Law #7210 as amended, the company will be entitled to continue enjoying a 50% profit tax exemption until the end of the term of that exemption in line with Law #7210 as amended.

g) To be entitled to the benefit of the additional 75% profit tax exemption anticipated in subsection l), Article 20 of Law #7210 as amended and regulated in that Article, the company must submit a written application to PROCOMER within three calendar months following the date it should have completed its additional reinvestments, i.e., at the seventh full year after receiving notification regarding the Admission Agreement* to be admitted into the system. This application must be made using the form PROCOMER will develop for this purpose and it must be supplemented by the documents indicated in that form, intended to demonstrate the amount, characteristics, and dates of the original initial investment and additional reinvestments made. All of this is intended to determine if the company meets all requirements and conditions established in Law #7210 as amended and in these Bylaws. Submission of the application beyond the established time will result in rejection of that application.

h) PROCOMER will analyze the application submitted and will report to COMEX, following the procedures anticipated in Chapter 3 of these Bylaws, as applicable. If the Executive Branch of the Government grants the additional exemption alluded to in this Article, this will be recorded through a modification to the Admission Agreement* granting admission into the system. An appeal for reversal as per the Contentious-Administrative Jurisdiction Regulation Act can be filed against a resolution from the Executive Branch of the Government rejecting the application for additional exemption alluded to in this Article.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
Article 43.—Marketing companies adopting the Free-Zone System will not enjoy the benefits stated in subsections f) and g), Article 20 of Law #7210 as amended.

When a processing, service, or any other company in a category other than marketing engages in the activities anticipated in subsection b), Article 17 of Law #7210 as amended, the profits resulting from sales made as a marketing company will be assessed with income tax. In order to determine the portion of profits under tax the percentage of total company sales accounted for by the sales of the company made under the marketing activity will be used. In any case, marketing activities from companies not categorized as marketing companies since the time they joined the system can only be supplementary and secondary to their main activity and will always require previous authorization from PROCOMER plus notification to the Ministry of Finance. Supplementary marketing activities by a company in any category stated in subsections a), c), ch), and e) of Article 17 of Law #7210 as amended, does not imply recognition to the company as belonging to the category alluded to in subsection b) of that Article.

Once the application is received, PROCOMER will carefully analyze it from a technical standpoint and will determine whether the activity intended by the applicant complements the main activity already authorized. No later than ten business days from the date the application is received, PROCOMER must either grant or deny authorization to carry out the activity. In case PROCOMER must request additional information from the applicant, the term to solve will be counted from the date the additional information is received. In such cases all portions applicable from Chapter 3 of these Bylaws will apply.

Marketing activities not generating over 30% of total company sales will be understood to be complementary activities.

Article 44.—The General Tax Bureau   of the Costa Rican Ministry of Finance will be responsible for defining the requirements, obligations, standards, and all other procedure and control mechanisms to be followed by companies receiving the profit tax exemption established by Law #7210 as amended.

In the case of the profit tax, either the ordinary one or a special tax authorized by the General Tax Bureau   of the Costa Rican Ministry of Finance, when during the fiscal year a change in the exemption percentage of the free-zone company occurs (100%, 75%, 50% or 0%), to estimate the tax to be paid for that year the company must act as follows: the appropriate tax on profits earned must be estimated, according to the appropriate financial statements, for each portion of the fiscal year when that percentage exemption has been in effect, taking into consideration that exemption. The total tax to be paid will result from the aggregation of the two ensuing amounts.

CHAPTER 10

Bonus Provisions

Article 45.—Beneficiaries who, after complying with the requirements contained to that effect in Law #7210 as amended and in these Bylaws, settle in areas of "lower relative development," according to the categorization established through regulation by the Executive Branch of the Government in line with Law #7210 as amended, will be entitled to receiving a five-year bonus on the amount disbursed for salaries for the calendar year prior to the date when the application for this benefit was submitted and once the amount paid for social security purposes has been deducted, according to certification of the appropriate payrolls reported to the Costa Rican Social Security Board (Caja Costarricense de Seguro Social.) The bonus for the first year will equal ten per cent  (10%) and it will decrease two percentage points until it is liquidated in the last year. Companies willing to receive this benefit must apply within the five years following October 8, 1998. To do so, they must submit their application to PROCOMER within the month following the end of the calendar year, together with the following documents:

a) Certification from the Costa Rican Social Security Board (Caja Costarricense de Seguro Social - CCSS) recording the amount disbursed by the company for salaries during the previous calendar year, as well as the total amount paid to CCSS on those salaries.

b) Certified copy of each monthly payroll for the period indicated in subsection a) above. The aggregated amount of these payrolls must fully coincide with the results indicated in the abovementioned certification.

c) Proof that the company is located in a lower relative development area, according to the categorization established through regulation by the Executive Branch of the Government.

Beneficiaries who have received this incentive in prior periods of time must expressly indicate this fact in their application, in order to apply the percentage reduction established in Law #7210 as amended, and must submit the appropriate documents demonstrating approval in the previous term.

The bonus alluded to in this Chapter will not apply to system beneficiaries located in lower relative development areas when the project they are developing existed previously or was operating prior to the admission of the company into the Free-Zone System, except when they demonstrate it is a new project or, in exceptional cases, when the investment nature and magnitude of additional investment justify granting the bonus, under prior recommendation from PROCOMER .

In the case the applicant is a company located in a free-zone industrial park but authorized to operate a satellite plant in a lower relative development area, this Article will only apply in relation to salaries paid by the company to personnel working exclusively for that satellite plant, upon confirmation by PROCOMER. PROCOMER will be entitled to require a sworn statement asserting the fact.

Article 46.—PROCOMER will corroborate compliance with the abovementioned requirements, will determine the origin and amount of the bonus, and will submit a report to the Ministry of Foreign Trade.

Article 47.—Upon submission of the government’s invoice, the Ministry of Finance, through the National Treasury, will pay the bonus mentioned in this Chapter through the usual mechanisms established.

CHAPTER 11

Outsourcing and Purchase/Sales to the Local Market

SECTION I

Beneficiaries’ Purchases to the Local Market

Article 48.—Sales of materials, merchandise, or services made by natural or legal persons in the located in the national customs domain to beneficiaries will be considered as exports.

Article 49.—In line with the provisions of Law #7210 as amended, an exemption from the general sales tax and selective excise tax is authorized on local purchases of materials and merchandise indicated in Article 3 of these Bylaws. These are purchases made by system beneficiaries,  as well as public and private services required to operate, including personnel training and education or related services such as transportation, lodging,  food, and, by way of exception, any other as determined by the Costa Rican Ministry of Finance through justified resolution.

Article 50.—Transactions conducted under the previous Article do not require an attendant Free-Zone Customs Declaration for each purchase made. For exemption of General Sales Tax and Excise Tax, they must have reliable vouchers from local suppliers and purchase order or equivalent document issued by the free-zone companies.

Free-zone companies must convey through electronic means to PROCOMER, under the format and the computer media it indicates, a report of local purchases made from local materials and merchandise suppliers. No printed report is needed. This report must be submitted within the first ten business days of each month, with information on local purchases made in the prior month. It will serve as an affidavit and PROCOMER will forward these reports to the Central Bank of Costa Rica on a quarterly basis for ex-post-facto control purposes.

Free-zone companies must keep all local purchase documents and information for the period of time appointed by the Tax Procedure Code (Código de Normas y Procedimientos Tributarios.)
In the case of purchase of either public or private services, free-zone companies must submit a monthly report to PROCOMER under the format and the computer media it indicates. PROCOMER, in turn, will forward said report to the Central Bank.

Without prejudice to information requested by PROCOMER, free-zone companies must submit to the General Tax Bureau (Dirección General de Tributación), tax-relevant information resulting from their economic, financial, and professional relations through the means, terms, and conditions it sets. 
(As amended by Article 1 of Executive Decree # 33291 issued June 20, 2006)
Article 51.—As a part of its on sales tax return (Form D-104), local suppliers will report sales to free-zone beneficiaries in box 20 "Ventas por exportaciones" (Export Sales), to exclude these from the tax base. 
(First paragraph amended by Article 1 of Executive Decree # 33291 issued June 20, 2006)
The local supplier must add to its own special sales records, required by the General Sales Tax legislation, the data on the number and date of the purchase order or equivalent document issued by the free-zone company, when its customers are free-zone companies.

(As amended by Article 2 of Executive Decree #29962 issued September 22, 2001)
Article 52.—To transfer merchandise from the national customs domain, the invoice and the purchase order or equivalent document must be used in the case of minor purchases, as provided in Article 50 of these Bylaws.

Article 53.—To back sales to a beneficiary, the local supplier of services, materials, and merchandise will require the purchase order or equivalent document, according to Article 50 of these Bylaws. The supplier must properly keep copies of the invoices with acceptance from the free-zone companies. 

In addition to usual data, the local supplier’s sales invoice must also indicate the number and date of the free-zone company’s purchase order or equivalent document.

(As amended by Article 3 of Executive Decree #  29962 issued September 22, 2001) 
Article 54.—Inappropriate use of exempted materials, merchandise, or services, will be sufficient cause for the Costa Rican Ministry of Finance to liquidate unpaid taxes and take action in line with current legislation.

Note:  Article 2 of Executive Decree #33291-H-COMEX issued June 20, 2006, published and in full effect since August 29, 2006, states,
Article 2—From the date this decree comes into force, free-zone companies must submit to the General Tax Bureau (Dirección General de Tributación), tax-relevant information resulting from their economic, financial, and professional relations through the means, terms, and conditions it sets, within the ordinary fiscal term established to submit that information, regardless of the fiscal term authorized for income tax return purposes.
SECTION 2

Sales to the National Customs Domain

Article 55.—Beneficiaries in the Free-Zone System can sell to the national customs domain in the terms established in Article 22 of Law #7210 as amended, and must pay the taxes and follow the usual import procedures. 
In addition, they must submit the Free-Zone Customs Declaration in order to leave the system and must submit the Definite Import Customs House Declaration for nationalization purposes. In the case of service companies, each sale made to the local market must be backed by an invoice for tax, customs house, and statistical purposes, and a copy of this invoice must go to PROCOMER. Services involving the use  of materials and merchandise (e.g., spare parts), must have their sales independently itemized in an invoice and the appropriate Free-Zone Customs Declaration must be submitted.  The 25%- or 50%-limit, as applicable, established in Article 22, will be estimated on total sales value and will be applied in each fiscal year to the free-zone companies selling to the local market.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 56.—Prior to these sales, the free-zone company must send to PROCOMER an itemized projection of the sales to be made in the appropriate period, using the format previously established for this purpose.

Article 57.—When the beneficiaries in the Free-Zone System sell goods and/or services in the national customs domain, as indicated in the previous paragraph, the percentage exemption on machinery, equipment, and raw materials imports, as well as that on profit taxes, will decrease in the same proportion as that for the value of the goods and services brought into the national customs domain in relation to the total value of the company’s sales and services. For profit-based exemption, the decrease will be made for each particular fiscal year. In the case of tax exemption on vehicles and machinery, a one-time decrease will be made based on the fiscal term when local sales start. The company itself must determine the payment of taxes on machinery and equipment used to produce the goods and services for local sale. It will do so for the jurisdictional customs house no later than five months from the end of the ordinary or special fiscal term duly authorized by the General Tax Bureau (Dirección General de Tributación.) Machinery and equipment subsequently brought into the System and used in production process for local-sale purposes must be settled within the appropriate fiscal term in line with the applicable tax percentage.
When the company sells to the local market a higher percentage than in previous periods and, as a result, the percentage tax previously paid on machinery and equipment will be lower than the current local sales percentage, then the company must determine by itself and pay the tax accounting for that difference.
To comply with the provisions in the last paragraph of Article 22 of Law #7210 as amended cited above, goods and services brought into the local market will be charged all taxes and must undergo all customs procedures as usual for any other similar import. These must be paid at the time of nationalization.

The formula below will be used to estimate the proportion of goods and services brought into the national customs domain,

LS VALUE (Local Sales) x 100= Percentage  of Local Sales

TS VALUE (Total Sales Value)

The taxes to be paid for machinery, equipment, and raw materials will be estimated as follows, 
TT (Total Taxes) x Percentage of Local Sales = Taxes Payable 
In addition to the above, the following rules will be applied to determine the amount of taxes to be paid for machinery, equipment, and raw materials imported in the national customs domain to be used by the company to produce goods and services.
a) The free-zone company must submit to the jurisdictional customs house a certification for the machinery, equipment, and raw materials used to produce the final goods and / or services sold in the local market, issued by a qualified professional, indicating their number of Free-Zone Customs House Declarations at the time they entered the country. In the case of company services, this certification must be issued by a qualified professional based on sales invoices. This certification must include an itemization of merchandise used in providing the service, when appropriate, as well as service cost. 

b) The Foreign Trade Corporation of Costa Rica (PROCOMER) will inform the jurisdictional customs house regarding the projection of total and local sales for the appropriate fiscal year as reported by the company, stating FOB values in Central American pesos, so that the customs house can take appropriate control measures. Based on the information submitted by the free-zone company in its Annual Operations Report, at the end of the fiscal year PROCOMER must report to the jurisdictional customs house, within the five months following the end of the ordinary fiscal term or the special fiscal term authorized by The General Tax Bureau for a specific company, the final amount in Costa Rica colones of total and local sales made by the company. Also, it must report percentage sales in the local market, in order for the firm to pay all appropriate taxes. All of the above must take place without prejudice to the powers stated in Article 12 of the Free-Zone Act #7210 as amended.
c) The customs value of merchandise will be established in line with the valuation procedures effective at the time the customs house declaration is accepted. 
d) The reason for the tax liability payable will be ruled by Article 55, of the General Customs Act.
e) The applicable provisions in the procedure for definite imports currently in effect must be followed to determine and pay all appropriate taxes. 
f) In the case of locally-purchased raw materials used in the final product, the procedure stated by the General Tax Bureau to pay the selective excise tax, sales tax and profit tax will be applied. 
Single Transitory Provision. – The General Tax Bureau (Dirección General de Tributación) will have one month since the publication of this Decree to issue the applicable procedure found in subsection f) of this Decree.  (Executive Decree # 32232-H-MEIC-COMEX issued December 16, 2004 was published in the official journal La Gaceta # 37 of February 22, 2005.)

(As amended by Article 1 of Executive Decree # 32232-H-MEIC-COMEX issued December 16, 2004.) 
SECTION 3

Outsourcing

Article 58.— Beneficiaries established in line with subsection a), Article 17 of Law #7210 as amended, can partially outsource their output or production process from: 
a) Other Free-Zone System beneficiaries, provided at least fifty per cent of the free-zone company’s total output volume is generated within the outsourced company.
b) Any natural or legal person established in the national customs domain, provided at least seventy-five per cent of the free-zone company’s total output volume is generated within the free zone. In this case, the free-zone company will be entitled to temporarily import in the national customs domain outsourced materials and merchandise. Outsourcing from SMEs for free-zone companies will be ruled in line with special guidelines in this Bylaws.

(Subsection amended by Article 1 of Executive Decree N° 33204-H-COMEX issued June 6, 2006.) 
Article 59.—Beneficiaries wishing to outsource must apply to PROCOMER using the electronic file or form appoint for that purpose.

Article 60.—Authorizing that outsourcing is the prerogative of PROCOMER’s management, within three business days after submission of the application.

Article 61.— PROCOMER will establish the appropriate time frame for the outsourcing in line with the interested party’s requirements. It can be extended provided PROCOMER considers the reasons for outsourcing are still valid. However, the maximum time frame, including extensions, will not exceed one year.

Article 62.—Outsourcing does not require establishing guarantees, except in relation to mold, die, and matrix imports for outsourcing from SMEs. This without prejudice to the privilege of customs collateral established in Article 71 of the General Customs Act as amended. In addition, outsourcing is subject to customs supervision and control, as established in the General Customs Act and its Bylaws.

(As amended by Article 1 of Executive Decree N° 33204-H-COMEX issued June 6, 2006.) 
Article 63.—The free-zone company will be responsible for paying all tax and customs liabilities resulting from not meeting the terms of outsourcing, according to the provisions of the laws ruling this matter.

(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 64.—The free-zone company outsourcing must submit a report to PROCOMER at the end of the outsourcing period regarding the amounts, percentages, and conditions of outsourced operations. If the company requires an extension of time, it must submit that report together with the application for extension three days before the outsourcing period ends.  In case customs irregularities are discovered, PROCOMER will notify the jurisdictional customs house at once for it to take proper action. Likewise, in the case of non-compliance with the terms of outsourcing negatively affecting the interests of the government in terms of taxes and/or customs fees, the jurisdictional customs house will report the fact to PROCOMER for it to take the appropriate action, in addition to administrative or criminal penalties applicable. 
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 65.—In case the free-zone company engaged in outsourcing does not submit the report mentioned in the previous Article or has not met the terms under which outsourcing was authorized, PROCOMER is entitled to repeal the authorization and will report the fact to the Ministry of Foreign Trade for it to start the appropriate procedures.

Article 65 two.—The outsourcing mode from MSMEs by free-zone companies is hereby created. This will be ruled as follows:

Free-zone companies engaging in outsourcing will be allowed to hire MSMEs registered with the Ministry of Economy, Industry, and Trade, to manufacture product parts required as long as the free-zone company at least assembles said parts.

In these cases, free-zone companies will be able to import into the national customs domain molds, dies, and matrixes, for no longer than three years, which can be extended for one single time, so that the MSME can manufacture the outsourced part. A Customs Security must be established before by the free-zone company in order to ensure the return of molds, dies, and matrixes to its own facilities and the amount of taxes in case of potential lack of compliance with customs rules.

PROCOMER will authorize outsourcing for the life of the outsourcing contract underwritten by the MSME and the free zone company, and will report this to the jurisdictional customs house. Likewise, PROCOMER must keep a record of authorization terms for contract based on the type of parts to be outsourced, so that by the end of the maximum contract term it can report this fact to the jurisdictional customs house. To meet this requirement, the term stated in Article 61 of these Bylaws will not be applied. However, the life of the contract between the beneficiary company and the MSME will be as much as three years, with potential for a single extension for the same period of time.



The MSME hired on an outsourcing basis is not entitled to using the molds, dies, and matrixes for purposes other than those stated in the authorized outsourcing agreement, so that the merchandise resulting from the service provided by the MSME can only be purchased by the free-zone company hiring the MSME and cannot be either exported or sold in the local market.
Without prejudice to control rights from customs authorities, free-zone companies, in their role of Public Customs Function Assistants, must continuously monitor appropriate use of molds, dies, and matrixes, pursuant outsourcing terms and conditions. Free-zone companies will be responsible for the tax consequences of inappropriate use of molds, dies, and matrixes
(As appended by Article 2 of Executive Decree # 33204 issued June 6, 2006). 
Article 65 three.— In order for the free-zone company to be authorized to outsource from the MSME in line with the previous Article, it must meet the requirements below:
1.
Sign an agreement with the MSME, stating,
a.
Purpose of the outsourcing.
b.
Identification per model, series, and brand name of molds, dies, and matrixes
c.
Explicit prohibition for the outsourced MSME to use the molds, dies, and matrixes for other purposes beyond those stated in the outsourcing agreement.
d.
Explicit statement indicating that the product resulting from outsourcing will be exclusively transferred to the free-zone company and that, as a result of that agreement, property of molds, dies, and matrixes is not being transferred to the MSME.
2.
Certification issued by a competent, third-party professional indicating that, due to technical characteristics of merchandise to be produced by the MSME, this can only be used by the free-zone company
3.
A certification issued by an independent CPA stating that the merchandise related to the outsourcing were purchased in full by the free-zone company. This certification must be submitted to PROCOMER together with the Annual Operations Report.
4.
Affidavit by the free-zone company’s legal representative certifying no economic link exists with the MSME and that the level of employment will not be negatively impacted as a result of the required outsourcing.
The free-zone company must submit the final report pursuant Article 64 of these Bylaws and must and add an itemized list with date, document number, and amount of invoices resulting from outsourcing, as well as a affidavit by its legal representative stating the use given to merchandise in line with the purpose of the authorized outsourcing. 
(As appended by Article 2 of Executive Decree # 33204 issued June 6, 2006).
CHAPTER 12

 
Procedures applicable to 

materials and merchandise transfer or movement

SECTION 1

 

General Provisions
Article 66.—All procedures regarding control of movement and transference of merchandise to and from the free zone, including export, trip, receipt, unloading and end of movement will be ruled by the provisions in the General Customs Act, its Bylaws, and the guidelines on this topic issued by the General Customs Bureau.  In the case of nationalization of materials and merchandise the current customs house standard for the definite import system will apply.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 66 two.—Merchandise items shipped repeatedly between beneficiaries in the free-zone and active development systems, whose nature implies continuous process and are hard to particularize and quantify at a given time, can be combined in one Free-Zone Customs House Declaration including operations carried out in a given period of time, as determined by the General Customs Bureau, on a case-per-case basis. 
To do so, beneficiaries in these conditions must request permission from the General Customs Bureau, which will decide after carefully considering the company’s production process.
(As appended by Article 3 of Executive Decree #31715 issued March 2, 2004.) 
Article 66 three.—Free-zone companies importing vehicles under the System meeting all security and technical terms established by the General Customs Act and its Bylaws regarding customs traffic, will be allowed to declare them and use them to carry out internal customs traffic as well to transport merchandise, machinery, and equipment related to free-zone company activity.

(Number appended by Article 2 of Executive Decree # 34166-H-COMEX issued December 4, 2007 published in the official journal La Gaceta # 247 of December 24, 2007).

Article 67.—Any transfer of materials and merchandise involving customs procedure requires a Free-Zone Customs House Declaration, except for the case of donations, purchase of service, and transference of materials and merchandise, between the main plant and the warehouse when both are located within the same industrial park. This will not prevent sufficient internal control and inventory records from the company, allowing appropriate control. A copy of the Zone Customs House Declaration must be sent to PROCOMER either by the company or the customs house, as appropriate.

Likewise, the use of customs house stamps issued by PROCOMER will be required, except in the case of temporary imports, donations, outsourcing events, local purchases, and transportation or sales between companies located in the same industrial park. Customs house stamps will not be required, either, to transfer materials and merchandise between a main plant and warehouses located within the same industrial park.

(As amended by Article 2 of Executive Decree #30849 issued October 23, 2002) 
Article 68.—PROCOMER will supply Free-Zone Customs House Declaration forms, which must be sequentially numbered. PROCOMER will keep a record of forms supplied, used, and voided (if any) on a per company basis.

Article 69.—In relation to procedures applicable to transference and movement of materials and merchandise, free-zone beneficiaries must follow the rules established in the General Customs Act, its Bylaws, and any other administrative provision duly reasoned and generally applicable.

SECTION 2

Import of materials, merchandise, and other items from abroad 
Article 70.— Under the free trade system, all beneficiaries are entitled to import the materials and merchandise indicated in Article 20 of Law #7210 as amended.

Article 71.—(Repealed by Article 4 of Executive Decree #31715, issued March 2, 2004.) 
SECTION 3

Movement of materials and merchandise intended for the national customs domain

Article 72.—The nationalization procedure for materials and merchandise from a free zone will take place in line with these Bylaws, using the Free-Zone Customs Declaration and all applicable customs procedures.

SECTION 4

Temporary Imports
Article 73.—Beneficiaries can temporarily import into the national customs domain machinery, vehicles, and equipment from free zones when this is done to transform, repair, rebuild, mount, assemble or to build into assemblies in the case of fairs, staff training events, and company presentations or displays, provided the activity does not represent a part of the free-zone company’s production process. To do so, prior compliance with provisions in paragraph three, Article 24 of Law #7210 as amended is required.

Article 74.—For outsourcing purposes, beneficiaries can temporarily import into the national customs domain materials and merchandise under the terms stated in Section 3, Chapter 11 of these Bylaws. This without prejudice to applying the previous Article.

Article 75.—In these cases, beneficiaries must likewise present the Free-Zone Customs Declaration to the jurisdictional customs house and must submit merchandise for the inspection ordered by the selective, random system. The Free-Zone Customs Declaration must state the time frame required for the stay of materials and merchandise temporarily imported into the national customs domain.

SECTION 5

Transference between beneficiaries or between beneficiaries and satellite plants
Article 76.—Materials and merchandise transferences between free-zone beneficiaries, as well as the movement of materials and merchandise between a free-zone and a satellite plant and backwards must be backed by the Free-Zone Customs House Declaration. In the second case no guarantee requirement exists.

Transportation units temporarily entering the country and carrying merchandise partially or totally bound for a satellite plant as final destination can be used to comply with the signed transportation contract as long as the parties have agreed to do so, it is reflected in the contract, and the merchandise is included in a bill of lading openly indicating that satellite plant as final destination. This can be done once all control and review activities and other procedures inherent in import and subsequent movement of merchandise to the satellite plant have been carried out in the main plant, in compliance with provisions in Article 67 of these Bylaws.

(Previous paragraph appended by Article 3 of Executive Decree #30849 issued October 23, 2002.)
Likewise, if agreed upon in the export transportation contract, transport units temporarily entering the country can be used on the return trip to carry re-export merchandise from a satellite plant to the main plant and continue their effective departure from the country. This can be done once all control and review activities and other procedures inherent in authorizing entering up a export customs declaration have been carried out in the main plant. This will be done in compliance with provisions in Article 263 of the Bylaws to the General Customs Act.

(Previous paragraph appended by Article 1 of Executive Decree #31585 issued October 20, 2003.)
SECTION 6

Sales under other special export systems 
Article 77.—Beneficiaries are entitled to make all manners of sales to natural and legal persons who are beneficiaries of other special export systems, with prior authorization from PROCOMER. PROCOMER must resolve in relation to this within a period of time not exceeding two business days.

Article 78.—(Repealed by Article 4 of Executive Decree #31715 issued March 2, 2004.)
CHAPTER 13

Shrinkage, by-products, and waste
Article 79.— As provided in Article 16 of Law #7210 as amended, beneficiaries wishing to discard shrinkage, by-products, and waste must report in writing to the local government of the town where they operate. Representatives of that local government must come to take these within three days from written communication. A record must be written and this must be signed by the customs post officer.
Should the local government fail to send emissaries within the appointed time or in case it states it has no interest in receiving these goods, beneficiaries can donate, destroy, or nationalize them upon payment of due taxes as per this Chapter. 
Local governments can reach agreements with beneficiaries to authorize them to give these goods directly to a third party designated by the local government and expressly indicated in that agreement. This authorization can be granted for renewable periods not exceeding six months and will serve as a proxy of the record to be signed by the customs post officer.
Once the agreement is signed by both parties, the free-zone company does not need to inform the local government every time it chooses to discard shrinkage, by-products, and waste. Rather, it will give the goods directly to the recipient designated in the agreement under the terms and conditions stated therein. 
Free-zone companies can freely dispose at any time of packages and wrappings used in transport of raw materials, merchandise, machinery, and equipment purchased under the System. They can either re-export or nationalize them in line with appropriate procedures. Also, they can destroy, donate, or recycle them. To do so, they must simply record these operations with no need for intervention of customs authorities. These authorities, however, will be entitled to check at any time the destination of said packages and wrappings.

(As amended by Article 1 of Executive Decree # 34166-H-COMEX issued December 4, 2007, published in the official journal La Gaceta # 247 on December 24, 2007.)

Article 80.—In addition to provisions in the previous Article, beneficiaries can donate, through the United Social Support Institute (Instituto Mixto de Ayuda Social - IMAS), raw materials, finished goods, goods in process, waste, and capital equipment to charities, schools, and government entities following the procedure established here.

Article 81.—When donations are made, the jurisdictional customs house will ensure they are made to charities, schools, and government entities, according to the list issued monthly by IMAS. This list can be modified pending prior authorization from IMAS. Also, a record must be entered up, with copies given to the beneficiary of the donation, the jurisdictional customs house, and the donor, with the original record kept by the jurisdictional customs house .This record serves as Free-Zone Customs Declaration and will be used to move the donated merchandise and materials.

Article 82.—When shrinkage, by-products, or waste from the free-zone company’s production process must be destroyed, the free-zone company must apply for authorization to the jurisdictional customs house .This customs house will have three days from the application date to authorize and destroy those goods, in the case on non-perishable merchandise. The time frame for this purpose will be one working day in the case of shrinkage, by-products, and waste of perishable merchandise.

A record of the destruction must be entered up and signed by the customs’ officer and by and the free-zone company’s representative.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
CHAPTER 14

Abandonment
Article 83.—Materials and merchandise imported into free zones and those not destined to any specific customs system, whose consignatary is a free-zone company, will be considered as abandoned to the Public Treasury when:
a) Their owner explicitly relinquishes them, in written, to PROCOMER and the jurisdictional customs house. 
b) In the cases the assumption in Article 56, subsection a) of the General Customs Act applies. Under this assumption, when the consignatary recovers merchandise up to 24 hours before the day appointed for the auction to take place, and the consignatary is a free-zone company, then said merchandise can enjoy all benefits provided by the Free-Zone System.

In the cases the assumption in Article 56, subsection f) of the General Customs Act applies.
In such cases the control customs house will take action in line with the appropriate legislation and will notify COMEX. In case of auction, action will be taken in line with Article 73 and those following of the General Customs Act and Articles 188 and those following of its Bylaws.
(As amended by Article 1 of Executive Decree # 34166-H-COMEX issued December 4, 2007, published in the official journal La Gaceta # 247 on December 24, 2007.)

CHAPTER 15

Mergers
Article 84.—Beneficiaries in the Free-Zone System wishing to merge will notify PROCOMER prior to formalizing the merger, indicating the employment and investment levels they intend to maintain. In case it is determined that, as a result of the merger, the resulting company meets the conditions stated in Article 20-two of the Free-Zone System Act, for those tax benefits with an appointed time frame, the time frame in the Admission Agreement* of the company most recently admitted into the system will be maintained. Otherwise, the time frame of the company with the most time in the system will be applied.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
Article 85.—When two or more beneficiaries in the Free-Zone System merge without undergoing the procedure anticipated in the previous Article, the new company or the controlling company must meet the employment and investment levels of all beneficiaries. The Admission Agreement* authorizing the merger must take into account to aggregation of those employment and investment levels. In order to estimate the time frame of the system’s incentives, the one in the Admission Agreement* of the company first admitted into the system will be taken.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
Article 86.—In the case of either assumption regulating the two previous Articles, the company must submit the following documents to PROCOMER no later than one month after the date of registration in the Public Registry:

a) Legal certification of merger registration in the Public Registry.

b) Certified copy of sealed minutes for the merger agreement.

c) A copy of publication in the official journal (La Gaceta.)

d) An application for modification of the Admission Agreement* duly signed by the legal representative of the company. If the company has several plants, it must indicate which of these will serve as the main plant.

*(As amended by Article 2 of Executive Decree #31715 issued March 2, 2004.) 
CHAPTER 16

Final Provisions

Article 87.—PROCOMER is responsible for receiving, evaluating, and handling all applications by parties interested in being admitted into the Free-Zone System. Also, it must control investment amounts and all other standards included in the Free-Zone Admission Agreement. 
PROCOMER is also responsible for receiving and evaluating annual reports to be submitted by beneficiaries and for participating in procedures openly identified in these Bylaws as within its scope. 
The Ministry of Foreign Trade is responsible for starting and completing all relevant penalty procedures, based on technical reports and recommendations from PROCOMER and from the appropriate bodies of the Costa Rican Ministry of Finance. 
Everything related to supervision and control of customs operations and tax exemptions is within the power of the appropriate bodies of the Costa Rican Ministry of Finance, as well as of PROCOMER to the extent it must deal with these matters. In the case of PROCOMER, it will be involved in those cases anticipated in Law #7210 as amended or in these Bylaws. 
When, in the course of its operations, PROCOMER detects possible tax infringements, it will notify the Finance Ministry at once for it to take appropriate legal action. Likewise, the appropriate bodies of the Costa Rican Ministry of Finance must notify PROCOMER regarding infringements they detect that can justify penalty procedures under Article 32 of Law #7210 as amended. Based on this information and, if appropriate, based on its own research, PROCOMER must recommend the Ministry of Foreign Trade to start the appropriate penalty procedures as soon as possible, under the terms stated in Article 32.
(As amended by Article 1 of Executive Decree #31715 issued March 2, 2004.) 
Article 88.—In line with provisions in Article 4 of the Law of Amendments to the Free-Zone System Act, #7830 enacted September 22, 1998, the General Customs Bureau is authorized to exempt free-zone service and park-managing companies in parks intended for service companies, either partially or totally, of requirements to receive and ship merchandise applicable to them in their role as assistants to the customs public function and contained in the Bylaws to the General Customs Act and related provisions. This will be done through declaration, on a case-per-case basis and taking special circumstances into account and without prejudice to taking alternative established control measures, suitable to the nature and activities of service companies.

Article 89.—PROCOMER will attempt to provide the General Customs Bureau with all facilities required for it to play its supervisory role.

Article 90.— The General Customs Bureau must notify PROCOMER and the Ministry of Foreign Trade regarding firm penalties it imposes on companies under the Free-Zone System.

Article 91.— The Bylaws to the Free-Zone System Act as per Executive Decree #28451-H-COMEX, issued December 22, 1999, as amended, are hereby repealed.

Article 92.—Effective as of publication date.

TRANSITORY PROVISIONS

Transitory Provision 1.—In the case of reinvestment, all free-zone companies reinvesting from October 8, 1998 on (the date of publication of amendments to Law #7210 instituted by Law # 7830) will be entitled to enjoy the additional income tax exemption in case of reinvestment referred to in subsection l, Article 20 of Law #7210 as amended, and in Article 39 of these Bylaws. To enjoy this exemption, these reinvestments must take place after the end of the fourth year and prior to the beginning of the eighth year of company operations under the Free-Zone System, as per subsection l) of Article 20 previously mentioned, and provided they comply with all other applicable provisions from Law 7210 as amended and these Bylaws.

Transitory Provision 2.—Companies in areas with lower relative development adopting the Free-Zone System and having submitted their first application to benefit from the bonus prior to October 8, 1998, will be entitled to continue receiving that bonus in line with regulations in effect prior to that date until the five-year term is over, provided they meet all applicable legal requirements and regulations.

Transitory Provision 3.—In relation to sales percentage in the national customs domain, companies that adopted the Free-Zone System and requested authorization to sell within the national customs domain prior to October 8, 1998 will be ruled by the percentage in effect prior to that date.

Transitory Provision 4.—Free-zone companies must follow the procedure in force until PROCOMER makes all relevant adjustments related to conveying them the local purchase and required service report. These adjustments must be made within a time frame not exceeding two months from the effective date for this decree.

(As amended by Article 4 of Executive Decree #29962 issued September 22, 2001)
Transitory Provision 5.— REPEALED by Article 5 of Executive Decree #29962, issued September 22, 2001.

Transitory Provision 6.—The Costa Rican Ministry of Finance will notify all companies, public or private bodies, and utility companies, regarding the non-requirement to use a generic note for general sales tax exemption purposes, in line with Article 9 of the law governing this tax and Article 23 of Law #7210 as amended.

Issued in the President’s Office in San José on June 18, 2001.

MIGUEL ANGEL RODRÍGUEZ ECHEVERRÍA. The Minister of Foreign Trade, 
F. Tomás Dueñas and the interim Minister of Finance, Carlos Muñoz Vega.
