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Guide for Global Investments 2022 
GUATEMALA 
 

1. How does your jurisdiction compare internationally as a destination for inward 
investment? 

Guatemala has a strategic geographical location, is the largest country of the Central 
American region, has abundant natural resources and a stable financial system. Most 
sectors of Guatemala’s economy welcome foreign investment and business relationships. 
Other than applicable taxes, no restrictions apply to the remittance of profits and 
repatriation of capital.  

The official currency is the Guatemalan quetzal, which historically has maintained a stable 
exchange rate with respect to the U.S. dollar.  

As of 2020, when economy all around the globe was destabilized, Guatemala reached an 
increase in its economic income of 7.5%, making it reach a peak after 40 years. It is also 
important to say that Guatemalan economy is resilient, after the 2020 crisis, Guatemala 
showed an economic growth of 3.5% according to the World Bank. Business attraction for 
foreign investment has met the needs of high-level investors.  

2. What types of companies are attracting foreign investment and what are the most 
active sectors? 

The most active sectors attracting foreign investment is the contact center sector, mining 
and energy industry, commodity trading industries and others.  

3. What will be the main factors affecting the market and how do you expect the 
market to          develop? 

Guatemala faces a huge crisis created by COVID-19, specifically in sectors of public health 
and economy. Even so, according to the World Bank the country experienced one of the 
smallest gross domestic product (“GDP”) contractions in 2020 in Latin America and the 
Caribbean (-1.5 percent) and the economic activity recovered to pre-pandemic levels during 
the first quarter of 2021, supported by a record in remittance inflows. Risks remain, 
particularly given the uncertainty of the pandemic. 

There is a strong belief that Guatemalan exponential economic growth and investments, 
resilience of remittances and unprecedent support from monetary and fiscal policies, will 
foresee a significant recovery with GDP growth in 2022. 

4. Please briefly outline the government and legal system. 
Guatemala is a civil law country. Its government is a constitutional democratic republic, 
divided in 3 main branches: executive (President, Vice-president and Ministries), legislative 
(Congress) and judicial (Supreme Court of Justice and Courts). Guatemala is based on its 
Constitution, written in 1985, slightly reformed in the early 2000´s. Institutions such as the 
constitutional court (CC), the accounting comptroller (CGC) and other local offices that 
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provide a general outline of how the government is assembled, though a presidential system 
guaranteed by public elections on a four- year period with no reelection options. The legal 
system, on the other hand is foreseen by two of the stated branches, the legislative and the 
judicial. Making the legislative branch in charge of determining current legal updates, as well 
as the creation of new and applicable legal norms in benefit of the general population. By 
the other hand, the judicial branch oversees executing legally binding legislation as well as 
doctrine and jurisprudence on current specific cases, it is also in charge of protecting 
guaranteed rights. The legal system in Guatemala is divided into two main attributed 
directions, public and private. The private division of the Guatemalan law is ruled by civil law; 
focused in solving private matters. Public sector is ruled by the constitution and its own 
administrative laws and procedures.  

5. What are the key laws and regulatory authorities governing foreign investment in 
your jurisdiction? 

Guatemalan law explicitly promotes investment and includes provisions that recognize and 
guarantee private property rights equally for Guatemalan nationals and foreign investors.  

The legal framework to regulate foreign investment is mainly composed by: 

i. Political Constitution of the Republic of Guatemala (“Constitución Política de la 
República de Guatemala”): establish that the State of Guatemala has the obligation 
to protect the formation of capital, savings and investment, and to establish 
satisfactory conditions for promoting the investment of both Guatemalan and 
foreign capital.  
 

ii. Foreign Investment Law (“Ley de Inversion Extranjera”): has been valid and binding 
since March 1998. Its main objective is to encourage domestic and foreign 
investment in Guatemala and it was issued to comply with the fundamental 
obligation of the State of Guatemala, as indicated in the above paragraph.  

Both, the Political Constitution of the Republic of Guatemala and the Foreign Investment 
Law clearly establishes an equal treatment between domestic and foreign investors. The 
Foreign Investment Law expressly forbids all and any discriminatory actions towards foreign 
investors and establishes that no restrictions can be placed on foreigners for owning any 
amount of stock in Guatemalan business entities. 

Foreign investors and their investment are mainly regulated by the stipulations of Foreign 
Investment Law. When foreign investment occurs in a sector of the economy governed by a 
law of a special nature, the investor must also be guided by the precepts of the latter. 
Likewise, the foreign investor is subject to all the precepts of general application in the 
territory of the republic and can enjoy the same rights and the same means of application 
of the law that are given to domestic investors.  

There are laws on free zones and on export that allow promoting investments.  

6. What international treaty organizations and/or economic, customs or monetary 
unions or free-trade areas is your jurisdiction a member of? 
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Guatemala is member of the Central American Common Market (“Mercado Común 
Centroamericano”) and the WTO (“World Trade Organization”). 

Guatemala also has signed Trade Agreements with the United States of America, the 
European Union, Mexico, Colombia and others.  

7. What other international agreements apply to foreign investment? 
Amongst others, we can list the following: 

1. Free Trade Agreement between Central America and the Dominican Republic and 
the United States of America: free trade agreement that includes goods, services and 
investment, resulting in the elimination of tariffs in a single stage, except for justified 
exceptions. It also regulates intellectual property issues, labor and environmental 
standards.  

2. Free Trade Agreement between Central America and Mexico: for increasing the 
export opportunities for Guatemalan products.  

3. Free Trade Agreement between the countries of the Northern Triangle of Central 
America and Colombia: to promote the expansion and diversification of the trade of 
goods and services among the parties. 

4. Free Trade Agreement between Central America and Chile: for strengthening the 
commercial relationship between said countries. 

5. Free Trade Agreement between Central America and Panama: for harmonizing 
tariffs and establishing common standards in the region. 

6. Free Trade Agreement with Taiwan: for accessing the Asian market. 
 

8. Are there any visas, permits or other requirements for foreign individuals entering 
for business purposes? 

Yes, foreigners acting individually or in duly accredited representation of foreign entities of 
a lucrative nature, who travel for lawful business purposes may apply for a business visa, 
which can be extended by an accredited Guatemalan Consulate abroad or by the General 
Directorate of Immigration in Guatemala. This visa will be valid for 180 days, extendable for 
the same period and only once. The requirements will depend on the nationality of the 
foreigner.  

9. Are there any visa waivers or fast-track procedures available for foreign 
individuals entering as investors? 

Guatemala does not have fast-track procedures.  

10. What are the circumstances under which an individual becomes liable to pay tax 
in your jurisdiction? 

Guatemala operates a territorial tax system under which residents and non-residents 
taxed only on Guatemalan source income.  

 

11. Are there any restrictions on foreign ownership and investment in specific industry 
sectors? 
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All sectors of the Guatemalan economy are open to both local and foreign investment and 
ownership; however, some restrictions apply to sectors considered to be of strategic 
interest, such as telecommunications and some forms of transportation.  

12. Does the government retain and exercise control over certain industry sectors? 
Yes, industry sectors such as airports, ports, water, public transportation, electricity, and 
telecom.   

13. Are there restrictions on foreign ownership or occupation of real estate? 
The general rule is that foreign investors can wholly own investment vehicles and real estate 
in Guatemala. There are a few exceptions, such as owning property next to the borders of 
the country, stated in article 123 of our Political Constitution of the Republic of Guatemala:  

“Art. 123: Only Guatemalans of origin or companies which members hold the same 
nationality can own or possess real property located in a 15 Km width strip along the borders 
measured from the division line.  There are exempted from this prohibition urban properties 
and rights registered prior to March 1, 1956.” 

14. Are there any minimum capital requirements for foreign investment? 
There are no minimum capital requirements for foreign investment. 

15. Are there any exchange control or currency regulations? 
Guatemala is also of interest for its currency exchange system, which is regulated by the 
Law of Free Negotiation of Currencies. Bank accounts can be opened and maintained in 
currencies different from the Guatemalan official currency. Foreign investors are allowed to 
repatriate money, as well as to transfer abroad currency related or resulting from their 
investment (this includes royalties, dividends, interests). 

16. Are there any restrictions on the importation of commercial goods? 
Guatemala has no explicit prohibition to imports of goods. Nevertheless, there are some 
regulations that companies importing products to Guatemala must follow. This regulation 
includes different types of registrations like the sanitary and phytosanitary, the labeling 
regulations and the inspection regulations.  

17. What import duties apply to commercial goods? 
The import duties applied to the goods coming to Guatemala can go from 15% to 0%. 
Depending on the product and the export country. Guatemala is also a member of 9 Free 
Trade Agreements with several countries and economic blocks like United States, Taiwan, 
and the European Union among others.  

18. Are the safety regulations and standards applicable to commercial goods 
compatible with standards recognized internationally? 

Guatemalan safety regulations and standards are recognized internationally. Guatemala 
follows, among others, the ISO and WTO regulations standards. There is also a Comity in 
the Ministry of Economy named COGUANOR in charge of homologating the international 
recognized regulations and standards. 

19. Are there any similar or equivalent restrictions on providing services into another 
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jurisdiction? 
There are no restrictions on providing services into another jurisdiction. 

20. How is foreign investment into your jurisdiction typically structured? 
Foreign investment in Guatemala is usually carried out by establishing a local company or a 
branch of a foreign company. No special business permits are needed for rendering regular 
services.  Special services that may require special permits include mining, oil, health and 
education providers, banking and financial services, communication, and transport. 

The Commercial Code of Guatemala (“Código de Comercio”), provides several types of 
corporations, being the most commonly used the following:  

i. Corporations or Stock Companies (“Sociedad Anonima”): which is an entity that has 
its capital divided and represented by stock. No bearer shares are permitted. A 
minimum of two persons, individual or legal entities, are necessary to form a 
corporation. The responsibility of each stockholder is limited to the payment of the 
stock that had been subscribed. Dividends, whether paid to local or foreign 
shareholders are subject to an income tax at the rate of 5%. Minimum paid capital is 
Q.200.00, and registration takes approximately 15 labor days. 

 

The differences between the various types of business organizations relate mainly to 
registration procedures and financial liability of the participants. 

ii. Branch Offices: A corporation legally established abroad, may obtain registration 
and authorization to operate and conduct business in Guatemala. The registration 
of foreign commercial entities may be done permanent or temporary (for up to 2 
years).   

 

The requirements for establishing a branch, include, providing evidence of being duly 
organized in its country of origin, appointment of a representative in Guatemala with power 
of attorney; the obligation of the parent company to guarantee branch operations with its 
worldwide assets and a USD50,000 guarantee bond is required as well. All documents 
coming from abroad have to include the apostille (instead of the chain of legalization of 
foreign documents), since September 18, 2017. 

Operations that require no registration in Guatemala: 

Guatemala Commercial Code includes a provision that enumerates a list of activities that 
the foreign commercial entity may engage in Guatemala, without the need of any registration 
(but any further activities triggers the registration requirement).  This list of activities 
includes: a) been part of a judicial or administrative process; b) opening and operation of 
bank accounts (however, due to their internal policies, banks in compliance with 
antilaundering regulation usually require to show registration before opening a bank 
account); c) puts purchase of selling orders to agents in Guatemala; d) receives purchase 
orders thru a local agent, when confirmation or acceptance is made outside from 
Guatemala; e) grants loans to local entrepreneurs; f) issue, endorse or holds securities; g) 
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purchase goods or real estate (as long as these are not part of a commercial endeavor, or 
regularly trades real estate properties). 

21. What are the circumstances under which a business becomes liable to pay tax in 
your jurisdiction? 

A business becomes liable to pay taxes as soon as the company is established in 
accordance with Guatemalan laws, have their tax domicile, parent company or branch of 
foreign entities in Guatemala. 

Guatemala imposes corporate and personal income tax, operating under a territorial system 
in which the income tax is levied only on Guatemalan-source income. Therefore, resident 
individuals and corporations are subject to income tax on Guatemalan-source income only. 

22. What are the main business tax rates? 
The main business taxes rates are the Income tax (ISR), value added tax (IVA), single tax on 
immovable property (IUSI) and the solidarity tax (ISO). There are two different regimes in the 
income tax, depending on the annual income you get is the rate on taxes you must pay. It 
goes from 5% to 25%. The IVA is 12% and it’s charged to the costumer. Only goods and 
services commercialized in Guatemala must pay IVA. The IUSI is paid yearly or in three 
month-periods. It is calculated regarding the value of the property. The ISO tax rate is 1% of 
the yearly gross income. It is also important to ad that different products have additional 
taxes to the one described. 

23. What is the tax treatment of profits from an investee company remitted outside 
your jurisdiction by an investor? 

The distribution of dividends and profits to foreign shareholders is taxed at 5%, which must 
be withheld from the beneficiary and paid to the tax office within the first 10 business days 
of the calendar month following the day in which the payment was made to the non-resident. 

24. What transfer pricing and/or thin capitalization restrictions may apply to 
investments into your jurisdiction from elsewhere? 

Guatemala follows the transfer pricing rules defined by the OECD for related parties’ 
transactions. The transfer of profits to the parent company may trigger this regulation, if 
evidence different from profit transfer is found (e.g. loans).   

There are no concrete capitalization restrictions, yet Guatemala has certain limitations to 
what could be considered thin capitalization (financing a company through debt in a higher 
amount than its equity). As long as it is related with the generation of taxable income, 
interest rates are considered deductible expenses. The limitation to the deductibility of this 
expense equates to multiplying the interest rate 3 times the average net assets of the 
company in the annual tax returns. 

25. What tax incentive or other schemes exist to encourage foreign investment? 
Guatemala establishes an equal treatment between domestic and foreign investors, so 
foreign investors don’t receive any disadvantages compare to local parties. This applies to 
the few investment incentives that are available, such as incentives for the draw-back 
industry (including lowering tariffs on the import of raw materials, machinery, and others, 
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for the purpose of exporting manufactured products from those materials outside Central 
America) and forestry projects.  

26. What legal guarantees exist against expropriation and/or provide for appropriate 
compensation? 

According to article 40 of the Political Constitution of the Republic of Guatemala, private 
property may be expropriated for reasons of collective utility, social benefit of public interest 
duly verified. It needs to follow the procedures established in the law, and the affected 
property shall be valuated by experts based on the current value. The compensation shall 
be previous, in current effective currency, unless the interested party agrees to another form 
of compensation.  

27. Are there any issues in relation to the enforcement of intellectual property rights? 
The legal framework for intellectual property rights and protection is primarily comprised by 
the Industrial Property Law (Decree 57-2000.) Its protection is obtained by its registration 
before the Register of Intellectual Property of Guatemala (RPI). 

Enforcement of Intellectual property rights is available through civil or criminal proceedings, 
as some IP violations are considered a felony according to our Criminal Code. 

Guatemalan legislation on this matter is modern and in accordance with multilateral 
agreements on intellectual property such as Paris Convention and TRIPS (Trade related 
aspects of Intellectual Property Rights).  Are there any issues in relation to the gaining and 
enforcement of judgments and/or arbitral awards? 

According to articles 344 and 3454 of the Civil and Mercantile Procedural Code of 
Guatemala: 

“In the absence of a treaty that expressly determines its effectiveness, judgments issued 
by foreign courts will have in Guatemala the value that the legislation or jurisprudence of 
the country of origin assigns to the judgments issued by Guatemalan courts. “ (reciprocity) 

“Any foreign judgment will have force and may be executed in Guatemala, if it meets the 
following conditions: 

1. That it has been issued as a result of the exercise of a personal, civil or commercial 
action. 

2. If it’s against an absent person who has his domicile in Guatemala. 

3. That the obligation for whose fulfillment has been proceeded is lawful in the Republic. 

4. That it be executed in accordance with the laws of the nation in which it was issued. 

5. That it meets the necessary requirements to be considered authentic.” 

28. Have there been any significant recent or proposed legal developments affecting 
investors? 

No, there hasn’t been any. 
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29. Are there any planned or on-going treaty negotiations? 
Guatemala is currently negotiating a Free Trade Agreement with South Korea. This 
agreement will be the 10th Free Trade Agreement for Guatemala, which also has 19 Bilateral 
Investment Agreements for the Promotion and Protection of Foreign Direct Investment and 
one Commercial Cooperation Agreement.  

 

Guide for Global Investments 2022 
EL SALVADOR 
 

1. How does your jurisdiction compare internationally as a destination for inward 
investment? 

El Salvador, compared to other jurisdictions, has recently adopted Bitcoin as legal tender. 
This attracts investment from many other countries in the world, considering that the use of 
Bitcoin is not broadly adopted yet. Additional sources of inward investment are related with 
Green Energy Projects (Solar, Wind) which have been developing strongly over the last 
decade. 

Even though El Salvador is a small country, many big companies have set operations in 
consideration of the highly-qualified labor force and constant economic growth. 2021 was 
a recovery year after 2020 and the COVID-19 pandemic, 2022 is set to continue that growth 
trend with the attraction of foreign investment. 

2. What types of companies are attracting foreign investment and what are the most active 
sectors?  

The most active sectors are retail, construction, Fintechs and energy. Those industries are 
the most active and those attracting the most foreign investment. The construction sector 
has seen an increased activity over the last years in commercial (malls), office spaces and 
apartment buildings. El Salvador’s Government is investing heavily in infrastructure, which 
is also pushing the construction sector forward along its related industries. 

Fintechs are also rapidly growing, considering that El Salvador has adopted a set of 
regulations that allows for the creation of said businesses to thrive in our Country, specially 
the adoption of Bitcoin and products/services related to it. Retail and energy are constantly 
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improving and growing sectors. Energy has seen a constant increase in the installation of 
green energy projects. 

3. What will be the main factors affecting the market and how do you expect the market to 
develop?  

The main factors are the development of the COVID pandemic through 2022 and the proper 
measures that are taken to keep the economy active, which have been effective so far and 
have helped the economy to continue its recovery. Attraction of foreign investment by the 
Government is also a key factor, since many new countries are being approached in order 
to invite them to start their operations in El Salvador. Both of these measures will definitely 
have a positive factor in the economy. 

4. Please briefly outline the government and legal system.  

The Salvadoran Legal System is based in Civil Law, the Government’s activities are divided 
amongst the Executive Branch (President, Vicepresident and Ministries), Legislative 
Assembly (Congress) and the Judicial Branch (Supreme Court of Justice and Courts). 

In 2021, elections for the Legislative Assembly took place and most of the Congress is 
conformed by members of a Political Party in close collaboration with the Executive Branch. 
This dynamic has caused that Acts are analyzed and approved faster than before, which 
results in a more effective way of introducing changes that could help the economy and 
attracting foreign investment. 

5. What are the key laws and regulatory authorities governing foreign investment in your 
jurisdiction?  

The key laws governing foreign investment are the Act of Investments (1999) and the Act 
for the Legal Stability of Investments (2015). Both Acts aim to protect investment projects 
and investors in order to provide them with assurance of the stability needed to start their 
operations in El Salvador. 

The key regulatory authority is PROESA (“Agencia Promotora de Inversiones de El Salvador” 
or Salvadoran Agency for the promotion of investment), which is the main entity focused in 
the attraction of foreign investment. 

6. What international treaty organisations and/or economic, customs or monetary unions 
or free-trade areas is your jurisdiction a member of?  
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El Salvador is member of the WTO and MCCA (“Mercado Común Centroamericano” or 
Central American Common Market). 

El Salvador is part of the following Trade Agreements: Central America - United Kingdom; 
Central America – Korea; Central America - European Union (Costa Rica, El Salvador, 
Guatemala, Honduras, Nicaragua and Panama); Central America - Mexico (Costa Rica, El 
Salvador, Guatemala, Honduras and Nicaragua); Northern Triangle -Colombia (El Salvador, 
Guatemala and Honduras); Taiwan (Republic of China) - Honduras, El Salvador; DR-CAFTA 
(Central America - Dominican Republic - United States); Central America - Panama (Costa 
Rica, Guatemala, El Salvador, Honduras and Nicaragua); Central America - Chile (Costa Rica, 
El Salvador, Guatemala, Honduras and Nicaragua); and Central America - Dominican 
Republic (Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua) 

7. What other international agreements apply to foreign investment?  

El Salvador has Bilateral Investment Treaties currently in force with: France, Spain, 
Switzerland, Peru, Taiwan Province of China, Paraguay, Argentina, Chile, United Kingdom, 
Netherlands, Czech Republic, Germany, Morocco, Republic of Korea, BLEU (Belgium-
Luxembourg Economic Union), Finland, Uruguay and Israel. 

8. Are there any visas, permits or other requirements for foreign individuals entering for 
business purposes?  

Yes, El Salvador through its Migration Office could grant visas or permits for business 
purposes as follows: 

a) Visa for investors, businessmen, commercial representative.* 
b) Temporary residence for investors.* 
c) Temporary residence for businessmen.* 
d) Temporary residence for commercial representative.* 

*Requirements will depend on the nationality of the foreign individual. 

9. Are there any visa waivers or fast-track procedures available for foreign individuals 
entering as investors?  

El Salvador does not have fast-track procedures but normally a foreign individual who wants 
to enter to the country for business purposes may have an authorization for visa, or any sort 
of residence no later than 20 working days. 
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10. What are the circumstances under which an individual becomes liable to pay tax in your 
jurisdiction?  

In accordance with Tax legislations, an individual becomes liable to pay taxes once it 
receives any sort of income based on an economic activity or when it has real estate 
properties for which must pay property taxes and related.  

11. Are there any restrictions on foreign ownership and investment in specific industry 
sectors? 

In accordance with the provisions of the Constitution of the Republic and secondary laws, 
investments in the following activities and terms will be limited: 

a) Small trade, industry and the provision of services, and specifically inshore 
fishing, are the exclusive patrimony of Salvadorans by birth and of natural 
Central Americans. 

b) The subsoil belongs to the State, which may grant concessions for its 
exploitation. 

c) Rural real estate ownership may not be acquired by foreigners in whose 
countries of origin Salvadorans do not have equal rights, except in the case 
of land for establishments industrial. 

d) The maximum extension of rural land belonging to the same natural or legal 
person may not exceed two hundred and forty-five hectares. This limitation 
shall not apply to associations cooperatives or peasant communities, which 
are subject to a special regime. 

e) The State will have the power to regulate and monitor public services 
provided by private companies, as well as the approval of their rates, except 
those established in accordance with treaties or international agreement. 

f) The concession of the State will be required for the exploitation of docks, 
railways, pipelines, and other works materials for public use, in the form and 
conditions indicated in the applicable law. 

g) Investments made in shares of Banks, Finance Companies and Currency 
Exchange Houses Foreign, will be subject to the limitations indicated in the 
laws that govern said institutions. 

12. Does the government retain and exercise control over certain industry sectors? 

Yes, to be specific in public Telecom services, exploitation of the subsoil, but under a 
concession figure.   
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13. Are there restrictions on foreign ownership or occupation of real estate? 

Yes, in Rural real estate ownership in which may not be acquired by foreigners in whose 
countries of origin Salvadorans do not have equal rights, except in the case of land for 
establishments industrial. Also, the maximum extension of rural land belonging to the same 
natural or legal person may not exceed two hundred and forty-five hectares. 

14. Are there any minimum capital requirements for foreign investment? 

It depends on the sort of investment to be made, for example, if a foreigner wants to invest 
through an incorporation of a Salvadoran company the minimum capital must be of US$ 
2,000.00. On the other hand, if a foreigner wants to invest through a registration of a foreign 
branch the minimum capital must be of US$ 12,000.00.   

Despite the before mentioned there is no other minimum capital of investment to be 
considered or to be accredited as investor.  

15. Are there any exchange control or currency regulations?  

The Monetary Integration Law regulates a fixed exchange rate that is between the colon and 
the U.S. dollar, as a result of the implementation of the dollarization monetary regime in 
2001, and given that 90% of exports and imports involve the U.S. dollar, having a fixed 
exchange rate eliminates transaction costs associated with currency conversion, which 
further stimulates trade and investment. 

16. Are there any restrictions on the importation of commercial goods?  

El Salvador has an economy open to the outside world, with Free Trade Agreements with a 
large number of countries, including the other Central American countries, Mexico, the 
United States, Korea and the European Union, and the dollar as its currency. According to 
UNCTAD, it is an economy characterized by low import and export restrictions, and a high 
importance of trade preference treaties, and a normal-low level of non-tariff barriers. 
Product restrictions will depend on the Free Trade Agreements entered into, with sugar, 
bananas and coffee generally being sensitive products.  

17. What import duties apply to commercial goods?  

Imports of goods and services in El Salvador are subject to the payment of several taxes, 
the first of which is the Import Tax (DAI).  The amount due varies considerably depending 



 

 

Guatemala | El Salvador | Honduras | Nicaragua | Costa Rica | Panamá | República Dominicana  

 

CENTRAL LAW está certificada en la Norma Internacional ISO 9001:2015 (Sistemas de Gestión de la Calidad)  

Firma ‘full service’ especialista en Derecho Corporativo 

info@central-law.com www.central-law.com Reconocidos por los prestigiosos directorios: 
Chambers and Partners | Latin Lawyer | Legal 500 | Best Lawyers | IFLR 1000 | WWL 

on the imported merchandise (from 0% to 40%). The breakdown of the DAI and the 
corresponding products are divided as follows: 

- DAI from 0% up to 5%: Live animals (purebred breeding stock), grains or 
seeds for sowing, fuels, some gases, metals, vitamins, medicines, vaccines, 
dyes, inks, reagents, wood pulp, paper, wires, tools, metal articles, motors, 
industrial machinery and apparatus, tractors, ships. 
 

- DAI from 5% to 15%: Live animals, meat, fruits, vegetables, cereals, raw fats, 
oils, extracts and juices, vegetables, cement, lime, ice cream, perfumes, 
cosmetics, candles, waxes, adhesives, developing films, liquids for use in 
vehicles, plastic articles, rubber, tires, leather, wood, brushes, paper, 
accounting books, albums, calendars and cards may be imported. 
 

- DAI of 20%: Milk cream, fermented beverages, beer, tricycles and 
quadricycles. 
 

- DAI of 25%: Used or new vehicles, depending on displacement and 
characteristics. 
 

- DAI of 30%: Vehicles with engines over 2000 horsepower, cigarettes, liquor, 
gin, boneless meat, milk pastes, snow carts, firearms, air guns, ammunition, 
swords, sabers. 
 

- DAI of 40%: Alcohol and denatured spirits, rice, cheese, sugar, yogurt and 
hams. 

In addition to the DAI, there are also other taxes to consider. The Value Added Tax (VAT) 
which is 13%, and also the payment of the Free on Board (FOB) which is 1.25% for goods 
coming from the Central American region and 1.5% if the goods are outside the region. 

18. Are the safety regulations and standards applicable to commercial goods compatible 
with standards recognised internationally?  

The Free Trade Agreements in force, as well as customs legislation, have been adapted to 
international standards such as the Central American Uniform Customs Code, the practices 
of the World Customs Organization (WCO), WTO rules and agreements, as well as the 
CAUCA and RECAUCA. 
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19. Are there any similar or equivalent restrictions on providing services into another 
jurisdiction?  

Exports of services are not subject to any restriction, as well as not subject to the payment 
of tax, provided that the services comply with the following parameter: 

a) That the service is rendered in El Salvador. 

b) That it is rendered to a person not domiciled in the country 

c) That the service is destined to be used exclusively abroad. 

20. How is foreign investment into your jurisdiction typically structured?  

If reference is made to how foreign investors can initiate their investment in El Salvador, 
they must first register their investments with the ONI (National Investment Office), who will 
issue a credential that will grant them the quality of foreign investor, with expression of the 
registered investment. This registration does not exempt the investor from obtaining all 
permits, authorizations and registrations necessary to operate in the country. 

Foreign investors and the commercial companies in which they participate will have the 
same rights and obligations as national investors and companies, without being subject to 
unjustified or discriminatory measures that hinder the establishment, use, extension, sale 
and liquidation of their investments. 

There are limited activities for foreign investment, which are mentioned in the Investment 
Law. However, foreign investors may incorporate companies in Salvadoran territory or 
acquire all or part of existing companies, which is a type of investment in El Salvador. 

The foreign investor may have access to domestic financing available in financial 
institutions, as well as is guaranteed the protection of its property and the right to the free 
disposal of its assets. And he/she has the right to opt for his/her residence as investor for 
him/her and his/her family group. 

21. What are the circumstances under which a business becomes liable to pay tax in your 
jurisdiction?  

It will depend on sales operations (generation of income from commercial, industrial or 
service activities), which generate the payment of three main taxes: the Value Added Tax 
(13% VAT) on purchases and sales; the Payment on Account (1.75% on the income received 
during the month); and finally the Annual Income Tax (ISR) which is levied on the profit 



 

 

Guatemala | El Salvador | Honduras | Nicaragua | Costa Rica | Panamá | República Dominicana  

 

CENTRAL LAW está certificada en la Norma Internacional ISO 9001:2015 (Sistemas de Gestión de la Calidad)  

Firma ‘full service’ especialista en Derecho Corporativo 

info@central-law.com www.central-law.com Reconocidos por los prestigiosos directorios: 
Chambers and Partners | Latin Lawyer | Legal 500 | Best Lawyers | IFLR 1000 | WWL 

generated throughout the year; in the event of a loss there is no tax payment for the 
companies. 

22. What are the main business tax rates?  

In El Salvador, the Corporate Income Tax rate is 30%. The amount is calculated on the Net 
Income (revenues) a company obtains while exercising their business activities, during one 
business year. This percentage is the highest rate for Corporate Income, and it is the one of 
the most important sources of income for the Government. 

The Corporate Income Tax rate can be of 25% for all companies that had a taxable income 
equal to or less than USD $150,000 in one fiscal year. 

23. What is the tax treatment of profits from an investee company remitted outside your 
jurisdiction by an investor?  

Withholding taxes; profits generated in El Salvador will need to be taxed based on our 
jurisdiction laws. The amount will vary depending on where the money is remitted. This can 
go from 10% up to 30% if it’s a Tax Haven. 

Any type of payment or amount credited to non-residents that come from income obtained 
in El Salvador are subject to a 20% WHT according to our laws. The Income can be earned 
from assets in El Salvador, activities that have been developed or invested in from assets in 
El Salvador, and/or from services that have been provided in El Salvador; independently if 
they have been paid from outside El Salvador. Payments made to foreign entities located in 
tax haven countries/regimes are subject to a 25% WHT according to the law. 

24. What transfer pricing and/or thin capitalization restrictions may apply to investments 
into your jurisdiction from elsewhere?  

In case of having transactions between related or associated companies, these transactions 
should reflect the arm’s length principle. 

When transactions between associated enterprises do not reflect the arm’s length principle, 
profits might be shifted to low-tax or no-tax jurisdictions which can deprive a country of tax 
revenue. The effective application of transfer pricing rules is key to protecting the tax base 
of developing countries and their capacity to mobilize domestic resources to increase 
investment. 

On the other hand, it is not possible to deduct interest, commissions or any other charges 
derived from financial, insurance or reinsurance transactions entered into by the borrower 
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when, among others, the lender or the provider of insurance or reinsurance services is a 
related party or is domiciled in a territory with a preferential tax regime (low or no taxation) 
or is considered as a tax haven, and the debt for credit, insurance or reinsurance 
transactions exceeds the result of multiplying the amount of the loan, insurance or 
reinsurance transactions by the amount of the debt; incorporated or located in a territory 
with a preferential tax regime (low or no taxation) or is considered as a tax haven, and the 
debt for credit, insurance or reinsurance operations exceeds the result of multiplying by 3 
the value of the borrower's average assets or equity. 

25. What tax incentive or other schemes exist to encourage foreign investment?  

There are multiple incentives to encourage foreign investment in El Salvador, as well as to 
develop new businesses and industries. In the particular case of mergers, acquisitions or 
"Joint Ventures" there are no restrictions either.  

Free trade agreements, as well as the following 4 special laws encourage foreign investment 
and grant the incentives described below: 

a) Industrial and Commercialization Free Zones Law: 

Main Benefits: 

- VAT exemption 
- Corporate Income Tax exemption 
- Municipal Tax Exemption 
- Exemption from Real Estate Transfer Taxes as long as the land is destined to 

productive activities. 
- Exemption from import duties on machinery, raw materials, equipment and 

intermediate goods used for production. 

There is also the possibility of selling in the Salvadoran market the goods or services related 
to international trade produced in the free trade zone, as long as these companies pay the 
import taxes, CIT, VAT and municipal taxes on the final goods or services. 

If the company is dedicated to the production, assembly, manufacture, processing, 
transformation or commercialization of goods and services and/or to the rendering of 
services related to international or regional trade, such as stocking, packing and repacking, 
cargo consolidation, distribution of merchandise and other related or complementary 
activities to these, the foreign company may establish and operate in a free zone or fiscal 
deposit and benefit from these incentives. 
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b) Tourism Law 

If the foreign investment is of USD$25,000 it may be qualified as a "tourism project of 
national interest" which may obtain benefits such as:  

- The exemption of customs duties for the importation of goods; 
- The total exemption of Income Tax for a period of up to 10 years; 
- The total exemption from Transfer Tax for acquiring real estate that is 

destined to develop the "project"; and,  
- Partial exemption from Municipal Taxes for 5 years. 

c) Law of Fiscal Incentives for the Promotion of Renewable Energies in the 
Generation of Electricity: 

This law grants exemption from: 

- Customs duties for the importation of machinery, equipment and materials 
for up to 10 years,  

- Income Tax for 5-10 years.  
- Taxes on income from the sale of Certified Emission Reductions, when 

certain requirements are met. 
d) International Services Law:  

This law allows the same benefits as the Free Zones Law, but its beneficiaries are those 
companies operating as Service Centers (Call Centers, BPO, and others) specially created 
under this law and dedicated to the international services defined therein. 

Its main benefits are: 

1. Total exemption of Import Duties (DAI) and other taxes levied on imports 
(such as VAT) of machinery, equipment, tools, spare parts, accessories, 
furniture and office equipment, and other goods, which are necessary for 
the execution of the incentivized activity. 

2. Income Tax Exemption (ISR), for the income derived from the incentivized 
activity, during the period that they carry out their operations in the 
country. 

3. Exemption from municipal taxes on the assets of the company, during the 
period that they carry out their operations in the country. The 
aforementioned exemption does not include municipal taxes, such as 
sanitation, lighting, etc. 
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26. What legal guarantees exist against expropriation and/or provide for appropriate 
compensation?  

The Constitution of the Republic grants the guarantee in its Article 106, establishing the 
following: 

Art. 106.- Expropriation shall proceed for reasons of public utility or social interest, legally 
proven, and after fair compensation.  

When the expropriation is motivated by causes arising from war, public calamity or when its 
purpose is the supply of water or electric power, or the construction of housing or highways, 
roads or public ways of any kind, the compensation may not be prior.  

When justified by the amount of the indemnity to be recognized for the property expropriated 
pursuant to the preceding paragraphs, payment may be made in installments, which shall not 
exceed a total of fifteen years, in which case the corresponding bank interest shall be paid to 
the expropriated person. Such payment shall preferably be made in cash. Entities created with 
public funds may be expropriated without compensation.  

Confiscation, whether as a penalty or otherwise, is prohibited. The authorities who contravene 
this precept shall be liable at all times with their persons and property for the damage caused. 
Confiscated property is imprescriptible. 

Likewise, the Law of Expropriation and Occupation of Property by the State is created, which 
establishes the conditions under which a person will be compensated in case of 
expropriation. 

27. Are there any issues in relation to the enforcement of intellectual property rights?  

On the one hand, the legal framework for IP rights in El Salvador is very solid. El Salvador 
revised several laws to comply with CAFTA-DR provisions on Intellectual Property Rights 
(IPR), such as the extension of the copyright term to 70 years. The 1993 Law for the 
Promotion and Protection of Intellectual Property, (which was revised in 2005), the 2002 
Law on Trademarks and Other Distinctive Signs, (which was revised in 2005), and the Penal 
Code provide the proper legal framework to protect these rights. In that sense, foreign 
investors may register trademarks, patents, copyrights and other forms of IP at the IP Office 
of the National Registration Center.  

However, on the other hand, enforcement of these protections in the legal framework in El 
Salvador is not well practiced or done. Salvadoran authorities have limited resources to 
devote to the enforcement of IPR laws. The National Civil Police (PNC) publicly admits that 
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a lack of resources and expertise (in terms of information technology) hampers its 
effectiveness in combating IPR-related crimes. 

On this, the Salvadoran Association of Intellectual Property (ASPI) points out that piracy is 
very common in El Salvador and that the police focus on investigating criminal networks 
rather than points of sale. 

28. Are there any issues in relation to the gaining and enforcement of judgments and/or 
arbitral awards?  

Yes, there are discrepancies as to the legality of who should know about the homologation 
of an arbitral award; as of the entry into force of the Civil and Commercial Procedural Code 
(CPCM as its acronym in Spanish), and according to the literal wording of the norm, it is no 
longer the Supreme Court of Justice in Plenary the one in charge of processing these types 
of processes of homologation of foreign arbitration awards, but it is the Civil Chamber of the 
Supreme Court of Justice, in contrary as to what our Constitution itself establishes. 

Also, once the arbitral award is issued and authorized by the foreign entity, the document 
must be legalized and apostilled according to the Convention de La Haye (CLH), in order to 
be valid in El Salvador; in case the document comes from a non-contracting State of the 
CLH, a legalization procedure has been incorporated that supplements said regulation on 
the Elimination of the Requirement of Legalization of Foreign Public Documents, functioning 
in all those cases in which the documents come from countries that are non-contracting of 
the referred convention. 

After its legalization and apostille, once the document is sent to El Salvador, it must be 
accompanied by its corresponding translation into Spanish before a Notary Public, in case 
it is in a foreign language. And being that the translations of documents can be challenged 
or disputed only once in court (in the preparatory or evidentiary hearings), this may lead to 
a problem. In what sense? In the sense that it immediately raises the possibility of 
questioning whether or not in the recognition process, the party opposing the homologation 
of the award, has the opportunity to challenge the translation presented, and if the Civil 
Chamber of the Supreme Court of Justice in that case, will have to agree to decree the 
practice of an expert evidence. 

Additionally, our CPCM also recognizes the primacy of international conventions, 
establishing certain requirements that should be complied with in order to recognize a 
foreign award, but warning that such requirements will have to be observed only in the case 
that there are no international treaties or norms that apply to the case. 
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This being so, we must warn that, in our opinion, most of the requirements established by 
Art. 556 CPCM cannot be accommodated in our current reality, as they are in open and frank 
contradiction with the provisions of the New York Convention (NYC) and the Panama 
Convention (PC). The contradiction starts from the most basic and evident points. Our 
CPCM maintains the evidentiary burden on the party requesting the recognition of the award, 
when as it is known, it is from the NYC that the evidentiary burden is reversed, corresponding 
to the party opposing the recognition of the award, to allege and prove that there is a cause 
that does not allow that the award should be recognized. 

But apart from this, the CPCM continues to make allusion to requirements that carry the 
double exequatur from which the drafters of the NYC have wanted to flee. The first and third 
paragraphs of Art. 556 CPCM require demonstrating to the Civil Chamber of the Supreme 
Court of Justice, together with the application submitted, that the arbitral award has passed 
into res judicata, and that it meets the necessary elements to be considered as an award in 
the place where it was rendered. This is completely unacceptable under international 
conventions. 

Finally, the resolution pronounced by the Civil Chamber of the Supreme Court of Justice, 
recognizing or not the award presented, does not admit any appeal; a clarification that in 
particular seems to us to be appropriate and above all necessary. 

29. Have there been any significant recent or proposed legal developments affecting 
investors?  

Not at the moment. 

30. Are there any planned or on-going treaty negotiations?  

Not at the moment. 
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1. How does your jurisdiction compare internationally as a destination for inward 
investment? 

Honduras is a country that has a great diversity of investment sectors, with great potential 
for development and growth in the medium term. Additionally, it is located in a privileged 
geographical area that has two coastal bands, by the Caribbean Sea and the Pacific Ocean, 
which gives it a competitive advantage for trade. Having the best port in Central America 
duly certified as Puerto Cortes. 

  Additionally, it is located in the center of the Central American region, which facilitates the 
transport of goods due to its equitable distance in the region. 

In the legal aspect, it has appropriate legislation established in order to protect foreign 
investment. 

 

2. What types of companies are attracting foreign investment and what are the most 
active sectors? 

 

Currently, the processing of raw materials, the textile industry, call centers and outsourcing 
of services are the ones that most attract the attention of foreign investors, due to tax 
benefits, geographical location, and the large bilingual population that exists in the country, 
among other. 

 

3. What will be the main factors affecting the market and how do you expect the 
market to develop? 

At the moment, a good investment environment is forseen in the different markets and 
development, especially in the agro-industrial, textile, service and tourism areas, since the 
new Government that took office on January 27, 2022 has emphasized support and 
incentives for those sectors. 

 

4. Please briefly outline the government and legal system. 
Honduras is governed by a Republican, democratic and representative political system, 
which has three (3) independent and autonomous powers (Executive, Judicial and 
Legislative) 

Its form of government is Presidential (Executive Power) and it is elected every 4 years 
through general elections. 

 

The Legislative Power is represented by the National Congress of Honduras, which has 128 
deputies elected directly by the population, also for a period of 4 years on the same date as 
the presidential election. 
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The Judicial Power is administered by the Supreme Court of Justice, and other judicial 
bodies (Courts, Courts of First Instance and Courts of Peace). The Magistrates of the 
Supreme Court of Justice are elected for a period of 7 years appointed by the National 
Congress, through a selection process according to their professional profile. 

 

 

5. What are the key laws and regulatory authorities governing foreign investment in 
your jurisdiction? 

 

• Constitution of the Republic 
• Civil Code 
• Penal Code 
• Tributary Code 
• Civil Procedure Code 
• Criminal Procedure Code 
• Law for the Promotion and Protection of Foreign Investment 
• Conciliation and Arbitration Law 
• Law of Representatives, distributors and agents of national and foreign companies 

 

6. What international treaty organisations and/or economic, customs or monetary 
unions or free-trade areas is your jurisdiction a member of? 

• Free Trade Agreement (FTA) Honduras with Canada 

• Central America-Mexico FTA 

• Honduras-Guatemala-El Salvador-Colombia FTA 

• Honduras-Peru FTA 

• Central America-Panama FTA 

• Honduras El Salvador-Taiwan FTA 

• Central America-Korea FTA 

• CAFTA-DR (Central America- United States- Dominican Republic) 

• Central America-European Union Association Agreement 

 

7. What other international agreements apply to foreign investment? 
 



 

 

Guatemala | El Salvador | Honduras | Nicaragua | Costa Rica | Panamá | República Dominicana  

 

CENTRAL LAW está certificada en la Norma Internacional ISO 9001:2015 (Sistemas de Gestión de la Calidad)  

Firma ‘full service’ especialista en Derecho Corporativo 

info@central-law.com www.central-law.com Reconocidos por los prestigiosos directorios: 
Chambers and Partners | Latin Lawyer | Legal 500 | Best Lawyers | IFLR 1000 | WWL 

• Members of the World Trade Organization WTO 
• Members of the Central American Common Market (MCCA) 
• Members of the International Labor Organization (ILO) 

 

8. Are there any visas, permits or other requirements for foreign individuals entering 
for business purposes? 

 

There is a business/tourism visa, which allows the foreigner to stay legally in the country for 
up to 90 days, with the possibility of extending it to 120 days, if requested prior to expiration. 

Additionally, there are residences and special stay permits of various types according to the 
migratory status of the foreigner, and the activity to be developed. 

 

Among the categories that could apply are the following: 

• Foreigners in commercial activities or public shows; 

• Foreigners hired as temporary employees by a natural or legal person; 

• Entrepreneurs, directors of national or foreign commercial companies authorized to carry 
out acts of commerce in the country; 

• Foreigners hired for projects or programs financed by the Honduran Government, foreign 
governments, international organizations, or by government institutions; and 

9. Are there visa waivers or fast track procedures available for foreign persons 
entering as investors? 

Not particularly, only those that a diplomatic quality allows. 

 

10. What are the circumstances under which an individual becomes liable to pay tax in 
your jurisdiction? 

 

Honduras is governed by the principle of territoriality, that is to say that any person, natural 
or legal, that receives income from a Honduran source must pay taxes. 

 

11. Are there any restrictions on foreign ownership and investment in specific industry 
sectors? 

Not specifically. 
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12. Does the government retain and exercise control over certain industry sectors? 
Not specifically. 

 

13. Are there restrictions on foreign ownership or occupation of real estate? 
No, only those that are applicable to Hondurans themselves. 

 

14. Are there any minimum capital requirements for foreign investment? 
No. 

15. Are there any exchange control or currency regulations? 
No, the control of the monetary exchange is supervised by the Central Bank of Honduras, 
which keeps daily statistics of the affectation of this. 

 

16. Are there any restrictions on the importation of commercial goods? 
Yes, there are chemical products that must be authorized for importation into Honduran 
territory. Among the aspects that are commonly verified are quantities and origins. 

 

17. What import duties apply to commercial goods? 
In general, the following apply: 

• Sales tax 
• Import Tariff Law 
• Excise tax 
• Tax on production and consumption 
• Contribution for attention to Social programs and conservation of Road Heritage 

 

These are determined by the Central American Import Tariff, according to their origin and 
composition. 

 

18. Are the safety regulations and standards applicable to commercial goods 
compatible with standards recognised internationally? 

Yes, Honduran legislation applies many of the international treaties that have interference 
in the observance of compliance with measures for the protection of safety and health that 
are normally applied. 

 

19. Are there any similar or equivalent restrictions on providing services into another 
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jurisdiction? 
No, currently the Honduran investment market is quite broad in terms of the areas in which 
services can be provided, on the contrary, it is sought through regimes such as Free Zones 
and Economic Development Zones, to facilitate foreign investment. 

 

20. How is foreign investment into your jurisdiction typically structured? 
By definition, it is the legitimate acquisition by a natural or legal person of any asset, be it 
tangible or intangible, owned by an investor or controlled by the same directly or indirectly, 
that has the characteristics of an investment, including characteristics such as the 
commitment of capital or resources, the expectation of obtaining profits or profits or 
assuming risk for their holders. 

 

It can be taken in the form of: 

Company shares, capital, and any other form of participation in a company, turnkey 
contracts, construction, management, production, concession, participation in income, 
public-private partnership and the like. 

 

 

The asset will be any tangible or intangible good that is part of the assets of a natural or 
legal person and that has been acquired with the sole and exclusive purpose of generating 
a profit or profit for its owner. They may be capital contributions, financial instruments, 
shares, industrial property, securities or any other that means transfer of resources. 

 

21. What are the circumstances under which a business becomes liable to pay tax in 
your jurisdiction? 

 

Since a company, whether legally constituted or in violation of the laws, generates income 
from a Honduran source, it is materially obliged to pay taxes. 

 

To be a legally operative company, it must be constituted or incorporated as a Honduran 
branch, and be duly registered in the Mercantile Registry and Chamber of Commerce of its 
domicile. 
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Once it is duly registered, you must obtain the National Tax Registry, which serves as an 
identification document for the registration of your tax obligations, which is issued by the 
Revenue Administration Service (SAR) to which you must notify the beginning of operations, 
and from that date, you must comply with any tax payment arising from the commercial 
operation. 

 

22. What are the main business tax rates? 
A. Income Tax 

 

Income tax is regulated by the Income Tax Law (Decree No. 25), and it consists of an annual 
tax that is imposed on income from capital, labor activities or a combination of both. 

 

For this purpose, income is defined as any kind of yield, utility, profit, rent, interest, product, 
profit, participation, salary, wages, fees and, in general, any reception in cash, in values, in 
kind or in credit, which modifies the taxpayer's assets. 

 

It is governed by the taxpayer's capacity or ability to pay. 

 

Additionally, through the reform carried out by the current Tax Code (Decree 170-2016), as 
of 2017, Honduras is governed by the principle of Territorial Income. 

 

• This tax is declared before the Tax Authority, the Revenue Administration Service 
(SAR) no later than April 30th of each year, it is paid through the Regime of payments 
on account made in advance that are calculated based on the previous period. 

 

The general rate that companies will pay for this tax is 25% of the net income. 

 

Natural or legal persons domiciled in Honduras will pay one point five percent (1.5%) on 
gross income equal to or greater than THREE HUNDRED MILLION LEMPIRAS of the tax 
period when the application of the rates are less than one point five percent (1.5%) of gross 
income obtain from the other calculation. 

 

B. Tax on net assets 
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It is an annual tax applicable on the total assets of a company domiciled in Honduras. The 
tax base will be the result of the value of the assets that appear in the Balance Sheet of the 
last fiscal period of the taxpayer, subtracting the reserves of accounts receivable, and 
depreciations allowed by Law. 

 

C. Personal Income Tax 
Also, the company is the entity in charge of the withholding income tax generated by 
employees derived from the salary paid. 

 

A declaration must be submitted on a monthly basis (Declaration of withholding at the 
source) before the tax entity, detailing the tax withheld and notifying it no later than the first 
ten days of each month. 

The progressive rate to be withheld is according to the following: 

From L. .01 - L. 181, 274.57                       Exempt 

From L. 181, 274.57 - L. 276, 411.57              15% 

From L. 276, 411.57 - L. 642, 817.63              20% 

From L. 642, 817.64- onwards                         25% 

 

D. Municipal Tax of Industry and Commerce 
 

It is the tax that every company pays, based on the commercial activity that it carries out, 
that is detailed and classified by means of the Tax Plan of each Municipality. 

 
Every year, companies must present, by January 31 of each year, a Sworn Declaration of 
Industry and Commerce Tax, with a projection that will be related to the income that the 
company obtained the previous period. 

 
Over this amount, the calculation of the tax to be paid will be made, taking into account the 
trading category, the domicile of the company, the number of employees, among others. 

 
Also, from this declaration, the calculation of the following rates will be made: 

to. Toilet train 
b. Fire rate 
c. Environment 
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In addition to the mandatory payment of this tax, it is especially important because, if the 
declaration is not presented, nor the corresponding payments are made, the business 
operation permit, required for the correct operation of the company, is not issued. 

 

Indirect Taxes 

 

A. Sales Tax 
 

This tax is applied, to products and services, and is applied in a non-cumulatively way at the 
import stage and at each stage of sale of the goods or services in accordance with the 
provisions of the Law of ISV and its Regulations. 

 

The general tax rate is fifteen percent (15%) on the value of the tax base of imports or the 
sale of goods and services subject to it and 18% applied to alcoholic beverages, beers and 
cigarettes as well as business class air tickets. 

 

This tax must be declared monthly through a Sworn Sales Declaration and must be made 
known to the Treasury, in the period of the first ten calendar days of the following month in 
order not to be subject to sanctions. 

All establishments must always record the value caused by the Sales Tax, even in cases 
where this value is zero (0). 

 

B. Capital Gain Tax 
 

It is the tax that occurs when making a sale of a good makes a profit.  

To calculate this, the sale value must be subtracted from the register value of the asset, and 
this amount will be the tax base, that is, 10% will be calculated on it, which must be paid 
within ten days. following the sale of the property to the Tax Authority. 

 

This tax won't apply when the company's normal business operations, consists of the sale 
of properties. 
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C. Tax on dividends 
Income received by individuals, residents or domiciled in the country as a dividend, any other 
form of profit sharing from reserves, as well as dividends distributed to individuals by 
companies covered by special regimes are taxed at 10%. 

 

D. Security Rate 
In accordance with the provisions of the Population Security Law (Decree 275-2013) a 
special contribution will be made for pro-population, for the security of financial 
transactions, a special rate of Two Lempiras (L. 2.00) per thousand or per thousand fraction 
must be applied to the taxable base, which is the amount of the transaction, it is applied to 
all taxed transactions except remittances from abroad, savings accounts of individuals and 
legal entities whose average balance is less than L. 120,000.00. 

 

Property Taxes 

 

A. Real estate tax 
Property tax in Honduras is paid municipally no later than August 31st of each year. 

 

Currently, a general discount of 10% is given for advance payment when this payment is 
made before April 31st. 

 

The tax is based form the registered value of the property, which will depend on the area, 
municipality and department, since it will depend on whether the property is considered to 
be located in a rural, urban area, among others. 

 

B. Tradition Tax 
 

For the sale of a real estate, the payment of the Tradition Tax will be executed, in accordance 
with the provisions of the Property Law. Said tax will be calculated according to the 
following: 

a. On the first L.1, 000.00 a payment of L. 200.00 
b. On the following, L.1.5 for each thousand. 
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23. What is the tax treatment of profits from an investee company remitted outside 
your jurisdiction by an investor? 

 

When a company is not domiciled in the country, the following withholdings must be made: 

 

TAX RATES 

 

1 Rent of movable or immovable property, except those included 
in numerals 5) and 7) of article 5 of the Law 25% 

2 Royalties from operations of mines, quarries or other natural 
resources. 25% 

3 
Salaries, wages, commissions or any other compensation for 
services rendered either within the national territory, excluding 
remittances 

25% 

4 
Income or profits obtained by foreign companies through 
branches, subsidiaries, affiliates, agencies, legal 
representatives and others that operate in the country. 

10% 

5 Income, profits, dividends or any other form of profit sharing or 
reserves, of natural or legal persons. 10% 

6 
Royalties and other amounts paid for the use of patents, 
designs, secret procedures and formulas, trademarks and 
copyrights 

25% 

7 Interest on commercial operations, bonds, securities or other 
class of obligations. 10% 

8 Income from the operation of aircrafts, ships and land 
vehicles. 10% 

9 
Operating income of communications companies, use of 
software, computer solutions, telematics and others in the 
communications area. 

10% 
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10  Insurance and security premiums of any kind of contracted 
policies. 10% 

11 Income derived from public shows. 25% 

12 Films and videotape for cinemas, television, video Clubs and 
Rights for Cable Television. 25% 

13 Any other operating income not mentioned in the previous 
numerals 10% 

 

 

In this case, the Honduran company that makes the payment will be in charge of making the 
corresponding withholding and informing the Tax Authority. 

 

 

24. What transfer pricing and/or thin capitalisation restrictions may apply to 
investments into your jurisdiction from elsewhere? 

 

The Transfer Pricing Law contemplates the obligation to determine the income, costs and 
authorized deductions between related parties, considering the prices and profit margins 
that would have been used in operations with or between independent parties in comparable 
operations. 

 

A record must be kept of the transactions subject to Transfer Pricing with related parties in 
order to be presented to the tax authorities through an Informative Annual Transfer Pricing 
Sworn Statement. 

 

 

The following concepts are taken as essential elements for its applicability: 

a. That the company has a permanent establishment, that is, a fixed place of business 
where a natural or legal person residing or domiciled in another State develops all or 
part of its activity in Honduras. 
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b. The observance of the Arm's Length Principle, which treats commercial and financial 
operations between related or mixed companies as if they operated as independent 
companies in a comparable situation, thus offering fair tax treatment between 
multinational companies and independent companies. 

c. That the companies are linked or joint, that is, when 1) A natural or legal person 
participates directly or indirectly in the management, control or in the capital of 
another duly documented and legalized, 2) The same natural or legal persons 
participate directly or indirectly in the direction, control or in the capital of another 
duly documented and legalized, 3) they are companies that individually constitute a 
decision unit, where one company is a partner of another, 4) direct or indirect 
commercial and financial operations are carried out, understood as indirect, those 
whose purpose is to reduce the taxable income of ISR, between active subjects 
resident not domiciled in the national territory and another resident in another 
territory or jurisdiction classified as a tax haven. 5) A natural or legal person in the 
country has a permanent establishment abroad. 6) It is a company related to others 
with the same directors or administrators. 

d. Transfer Pricing Study, is the document that formalizes the test to determine if the 
price or result of a controlled operation or between related parties is market, must 
be presented with the presentation of the Income Tax return. 

 

Related or linked parties are natural or legal persons, resident or not in Honduras, if any of 
the following assumptions are met: 

 

• A natural or legal person participates directly or indirectly in the direction, control or 
capital of the other company, including the participation exercised through the link 
or relationship that can be established between natural persons in accordance with 
the provisions of the Family Code and his reforms; 

 

• The same person or persons participate directly or indirectly in the direction, control 
or capital of both companies, including the participation exercised through the link 
or relationship that can be established between natural persons in accordance with 
the provisions of the Family Code and its reform; 

 

• A natural or legal person resident in the country when they have Permanent 
Establishments abroad; 

 

• A Permanent Establishment located in Honduras that has its Headquarters residing 
abroad and another Permanent Establishment of the same; or a natural person, 
company and company related to it; 
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• When it enjoys exclusivity as an agent, distributor or concessionaire for the purchase 
of goods, services or rights by another, as long as the contractual relationship 
between them has preferential characteristics in relation to those ordinarily granted 
in contracts of the same type; 

 

• When contractual clauses of a preferential nature are agreed upon, in relation to 
those granted to third parties in similar circumstances; 

 

• When there is financial or economic dependence, derived from joint action 
agreements, trust deposits, between the principals; 

 

• The Counterpart is incorporated in a country or territory classified as a tax haven and 
may be based on the publications of the Organization for Economic Cooperation and 
Development (OECD). 

 

 

Accepted methods for carrying out transfer pricing studies in the country: 

a. Uncontrolled comparable price method 
b. Resale price method 
c. Cost added method 
d. Profit distribution method 
e. Transaction Method Net Margin 
f. A different method will be accepted as long as it is shown that another of 

those mentioned cannot be used. 
 

Operations subject to these provisions 

• Operations on goods (purchase and sale) 
• Operations to provide services or commissions 
• Operations derived from the use or enjoyment of intangible assets 
• Financing operations 
• Current commercial operations. 
• Other operations determined by the Tax Authority 

 

 

25. What tax incentive or other schemes exist to encourage foreign investment? 
 

Incorporation to the following special regimes: 
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• Free Zone Regime 

• Tourism Sector Regime 

• Regime to promote the development of Call Centers and Outsourcing of Services 

• Regime for Employment and Development Zones 

 

Among other 

 

26. What legal guarantees exist against expropriation and/or provide 
for appropriate compensation? 

Through the Law for the Promotion of Foreign Investment, the Conflict 
Prevention Regime of the National Investment Council was established in 
order to prevent conflicts over real estate by extinguishing the possible 
property rights of people who are not in possession of the property, 
granting the investor a period of up to two years to develop the investment. 

 

27. Are there any issues in relation to the enforcement of intellectual property 
rights? 

Not specifically, Honduras is based on the application of the classification of the 
Nice Agreement and is a subscriber to the World Intellectual Property Organization, 
WIPO, so it is within the international parameters regarding the protection and 
regulation of intellectual property. 

 

28. Are there any issues in relation to the gaining and enforcement of 
judgments and/or arbitral awards? 

Honduras has a Conciliation and Arbitration Law and four (4) centers in the country, 
each one with its own regulations, which deal with arbitration processes. 

 

The recognition of international awards is foreseen, and ease is given for the 
execution of arbitration processes in international venues. 

 

29. Have there been any significant recent or proposed legal developments 
affecting investors? 

Not to date. 
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30. Are there any planned or on-going treaty negotiations? 
Not at the moment, because of the fact that a change of government is taking place. 

  
Guide for Global Investments 2022 
NICARAGUA 
 

1. How does your jurisdiction compare internationally as a destination for 
inward investment?  

Nicaragua has a series of competitive advantages that makes the country an attractive 
destination for foreign investment. These advantages include: 

• Strategic Location 
• A Favorable Business Climate 
• A Solid Legal Framework 
• A Growing Economy 
• One of the Safest Countries of the Region 
• Preferential Access to Most Important Markets in the World 
• Availability of Skilled and Productive Workforce at Competitive Costs 

 

2. What types of companies are attracting foreign investment and what are the 
most active sectors? 

Sectors expected to drive growth are mining, manufacturing, construction, and agriculture 
amid favorable international commodity prices. 

3. What will be the main factors affecting the market and how do you expect 
the market to develop? 

The World Economic Forum (WEF) in its 17th edition of the Global Risks Report for the year 
2022, is of the opinion that the top risks that Nicaragua will be facing are: 1) State collapse; 
2) Prolonged economic stagnation; 3) Employment and livelihood crises/Extreme weather 
events; and 4) Collapse or lack of social security systems. 

In a similar forecast, the Economist Intelligence Unit (EIU) -in its Country Report of 
September 2021- addresses that the investment climate is that of a high-risk political 
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environment and a lack of confidence in the rule of law will deter long-term investment by 
businesses. Consequently, they expect real GDP growth to average just 1.8% in 2022-25. 
Although there will be investment opportunities in some sectors such as mining, cigar 
manufacturing and textiles, a weak business environment will subdue overall growth 
potential. The main risk to the growth outlook stems from the possibility of the US applying 
economy-wide sanctions on Nicaragua, as this would almost certainly cause economic 
retrogression. 

In relation to external factors, the EIU believes that “high commodity prices, firm external 
demand and large current transfers (mostly made up of workers' remittances from abroad) 
will help to contain balance-of-payments risks”. They expect the current account to remain 
in surplus throughout the forecast period, but it will fluctuate in line with the terms of trade 
(which are strongly correlated with oil prices). Nonetheless, assuming modestly stronger 
domestic demand, the current-account surplus will narrow from a peak of 7.6% of GDP in 
2020 and will average 2.6% of GDP in 2021-25, as stated in their cited report. 

Regarding the inflation, EIU finds that it will be relatively subdued throughout the forecast 
period, at an annual average of 4.2%, owing to modest demand side pressures. A relatively 
stable córdoba will also help to anchor inflation expectations. Stronger than expected 
commodities prices pose the main risk to the price environment, given the high share of 
food and fuel in the overall consumption basket. 

Owing to a narrower current-account surplus and lower rollover rates for multi-lateral debt, 
foreign reserves will fall from a peak of US$3.8bn in 2021 to US$3.1bn in 2025. However, 
these levels are adequate and will provide at least four months of import cover throughout 
the forecast period, was another point highlighted by the EIU. 

EIU made the following forecast for the 2020-2025 period: 
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4. Please briefly outline the government and legal system.  

Nicaragua has a republican system of government, through the implementation of 
representative democracy. The Political Constitution of 1987 is the social agreement that 
founds the State and divides the Constituted Power into four branches: Legislative, 
Executive, Judicial and Electoral, with a system of checks and balances that aims to 
guarantee a harmonious coexistence. The Executive Branch is led by a President and a Vice 
President, who are elected for a period of 5 years. On the other hand, the Judicial Power is 
in charge of a unitary system presided over by the Supreme Court of Justice, whose main 
function is the administration of justice. Likewise, any international treaty that has been 
signed and ratified by the Nicaraguan State is recognized, as long as its provisions do not 
contravene the Constitution of the Republic. 

5. What are the key laws and regulatory authorities governing foreign 
investment in your jurisdiction?  

Under Law No. 344 (Law for the Promotion of Foreign Investments), the Nicaraguan legal 
framework aims to establish the duties, rights and conditions, benefits and guarantees that 
foreign investments in Nicaragua may avail and seek their promotion as a means to 
accelerate the economic and social development of the country, within a framework of 
respect for sovereignty and the national legal order. 



 

 

Guatemala | El Salvador | Honduras | Nicaragua | Costa Rica | Panamá | República Dominicana  

 

CENTRAL LAW está certificada en la Norma Internacional ISO 9001:2015 (Sistemas de Gestión de la Calidad)  

Firma ‘full service’ especialista en Derecho Corporativo 

info@central-law.com www.central-law.com Reconocidos por los prestigiosos directorios: 
Chambers and Partners | Latin Lawyer | Legal 500 | Best Lawyers | IFLR 1000 | WWL 

As a result of this legal framework, the foreign investor has free access to the purchase and 
sale of available foreign currency and to the free convertibility of currency, in accordance 
with the provisions of national laws and regulations on foreign exchange matters and on 
equal terms with the national investor. Among others, the foreign investor may freely 
perform, without prejudice to any obligation required in the country: 

1)         Transfers abroad related to the invested capital, or by dissolution, liquidation 
or voluntary sale of foreign investment; 

2)         The remittance of any profit, dividend or profit generated in the national 
territory, after the payment of the corresponding taxes; 

3)      The payment and remittance of payments originated by debts contracted 
abroad and the interests accrued by them, as well as royalties; 

4)         Income and technical assistance; and 

5)         Payments derived from compensation for expropriation. 

Likewise, this framework provides that foreign investors will enjoy the same rights and 
means to exercise them in equal conditions with national investors, it also recognizes to the 
foreign investor the full exercise of the right on the enjoyment, use, enjoyment and 
ownership of related property to the investment without more limitations than those 
established by the Political Constitution. 

Additionally, Nicaragua is inserted in the world market through the different organizations 
of which it is a part, such as the World Trade Organization (WTO), the Central American 
Integration System (SICA), of which Nicaragua is part of all its institutions and its Council of 
Ministers for Economic Integration (COMIECO), the Secretariat for Central American 
Economic Integration (SIECA), the Executive Committee for Economic Integration (CEIE) 
and the Central American Bank for Economic Integration (BCIE). 

It is also part of the International Center for Settlement of Investment Disputes (ICSID), the 
Multilateral Investment Guarantee Agency (MIGA), the Private Foreign Investment 
Corporation (OPIC), the United Nations Commission on Business Law International 
(UNCITRAL), of the New York Convention and the Inter-American Convention on Commercial 
Arbitration, and the agreements concluded with the Multilateral Investment Guarantee 
Agency of the World Bank (MIGA). 

All this broad international framework regulates Nicaragua's trade relations with the world, 
making it a suitable destination to direct attention towards investment and economic 
development. 
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6. What international treaty organizations and/or economic, customs or 
monetary unions or free-trade areas is your jurisdiction a member of?  

Nicaragua has signed and ratified bilateral investment treaties with Argentina, Belgium, 
Chile, the Czech Republic, Denmark, Finland (signed not in force), France, Germany, Italy, Iran 
(signed not in force), Luxembourg, the Netherlands, the Russian Federation, Spain, 
Switzerland, and the United Kingdom. Nicaragua also has treaties with investment 
provisions with Chile, Mexico, Panama, South Korea, and CAFTA-DR member states as part 
of free trade agreements. Nicaragua does not have a bilateral income tax treaty with any 
country. 

7. What other international agreements apply to foreign investment?  

Nicaragua is a signatory to several international conventions that contemplate intellectual 
property rights, such as: 

o Inter-American General Convention on Trademark and Commercial 
Protection; 

o Paris Convention for the Protection of Industrial Property; 
o Patent Cooperation Treaty (PCT); 
o Trademark Law Treaty (TLT); 
o WIPO Copyright Treaty; 
o Berne Convention on copyright; 
o Rome Convention on the Protection of Artists, Performers or 

Performers; 
o WIPO Performances, Phonograms and Interpretation Treaty (WPPT); 
o Brussels Convention on the distribution of program-carrying signals 

transmitted by satellite; 
o International Convention for the Protection of New Varieties of Plants 

(UPOV); and 
o Agreement on trade related aspects of Intellectual Property Rights. 

 
8. Are there any visas, permits or other requirements for foreign individuals 

entering for business purposes?  

 

Foreign individuals entering for business purposes must comply with the following 
requirements for the corresponding visa: (i) Copy of the Articles of Incorporation of private 
institution that requires their visit to the country, or copy of incorporation of public institution 
that requires their visit to the country; (ii) Power of Attorney of the institution’s legal 
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representative; (iii) Copy of the institution’s Tax Payer ID and registration before the 
municipality.  

Once the visa has been notified to the corresponding Consulate, the foreigner has up to 6 
months to travel to Nicaragua. 

However, it’s common practice for foreigners entering for business purposes, to do so as 
tourists.  As such, they are allowed to stay in the country from 30-90 days depending on their 
nationality.   

9. Are there any visa waivers or fast-track procedures available for foreign 
individuals entering as investors?  

Investors have the right to apply for a visa under the category of "investor", for which the 
investment must be accredited before the Ministry of Industry and Commerce (MIFIC). Such 
accreditation will entitle the investor to a permanent visa for a period of five years. 

The minimum amount of investment to be credited is US$30,000.00. 

10. What are the circumstances under which an individual becomes liable to pay 
tax in your jurisdiction?  

 In Nicaragua, the tax system is regulated by Law N ° 822 (Tax Concertation Law) and its 
reforms, its regulations and the amendments to the regulations. This norm is based on the 
principles of legality, generality, equity, sufficiency, neutrality, and simplicity, and is intended 
to create and modify internal national taxes and regulate their application. Likewise, there is 
a Tax Code that regulates the relationship between the internal revenue office (“DGI” for its 
acronym in Spanish) and taxpayers. 

Regarding the Income Tax (“IR” for its acronym in Spanish), this is a direct and personal tax 
that is levied on the following Nicaraguan source income obtained by taxpayers, residents 
or non-residents: 

1. Income from work; 
2. Income from economic activities; and 
3. Capital income and capital gains and losses. 

Likewise, the IR taxes any increase in unjustified wealth and income that is not expressly 
exempt or exempt by law. Additionally, it is commented that to date Nicaragua has not 
signed any double taxation treaty. 

11. Are there any restrictions on foreign ownership and investment in specific 
industry sectors?  
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Foreign and domestic private entities have the right to establish and own business 
enterprises and engage in all forms of remunerative activity. Any individual or entity may 
make investments of any kind. In general, Nicaraguan law provides equal treatment for 
domestic and foreign investment. There are a few exceptions imposed by specific laws, 
such as the Border Law (2010/749), which prohibits foreigners from owning land in certain 
border areas. 

Nicaragua allows foreigners to be shareholders of local companies, but the company 
representative must be a Nicaraguan citizen or a foreigner with legal residence in the 
country. Many companies satisfy this requirement by using their local legal counsel as a 
representative. Legal residency procedures for foreign investors can take up to eighteen 
months and require in-person interviews in Managua. 

The government can limit foreign ownership for national security or public health reasons 
under the Foreign Investment Law. The government requires all investments in the 
petroleum sector include one of Nicaragua’s state-owned enterprises as a partner. Similar 
requirements are in place for the mining sector as well. 

12. Does the government retain and exercise control over certain industry 
sectors?  

The government owns and operates the National Sewer and Water Company (ENACAL), 
National Port Authority (EPN), National Lottery, and National Electricity Transmission 
Company (ENATREL). Private sector investment is not permitted in these sectors. 

13. Are there restrictions on foreign ownership or occupation of real estate?  

Foreign and domestic private entities have the right to establish and own business 
enterprises and engage in all forms of remunerative activity. Any individual or entity may 
make investments of any kind. In general, Nicaraguan law provides equal treatment for 
domestic and foreign investment. There are a few exceptions imposed by specific laws, 
such as the Border Law (2010/749), which prohibits foreigners from owning land in certain 
border areas. 

14. Are there any minimum capital requirements for foreign investment?  

 There are no minimum capital requirements for foreign investment, however there are some 
minimum capital requirements and adjustments are applicable to the bank and financial 
sector. 

15. Are there any exchange control or currency regulations?  

There are no bank deposit reporting requirements. 
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Law No. 732, the Organic Law of the Central Bank of Nicaragua (Law No. 732) establishes 
that the official currency in Nicaragua is the córdoba (NIO), and all prices, payments, fees, 
and charges must be expressed (or cancelled) in NIO (except for those made by banks and 
financial institutions). Law No. 732 provides for certain exceptions for those obligations 
expressed in a currency other than NIO, provided that they can be converted into NIO by 
applying a determined (or determinable) currency exchange rate at the moment of payment. 
Other legal conditions may also apply in these cases. These are provided for in Law No. 732. 

Under the regulatory framework of the exchange market in Nicaragua, banks, financial 
corporations, exchange offices, and natural and legal persons can freely buy and sell to the 
public United States dollars (USD) or any other freely convertible currency, without any 
limitations. 

16. Are there any restrictions on the importation of commercial goods?  

Law 2014/891, which is an amendment to Nicaragua’s Harmonized Tax Code, prohibits the 
importation of vehicles that are ten years or older. There are several exceptions such as 
classic or historic vehicles, certain donated vehicles, and certain vehicles used for cargo or 
public transportation. 

17. What import duties apply to commercial goods?  

 As a member of the Central American Common Market (CACM), Nicaragua applies a 
harmonized external tariff on most items at a maximum of 15 percent, with some 
exceptions. Approximately 95 percent of tariff lines are harmonized among Central 
American countries at this rate or lower.  In response to rising prices in 2007, Nicaragua 
issued a series of decrees to unilaterally eliminate or reduce tariffs on many basic 
foodstuffs and consumer goods to five percent.  These decrees have been regularly 
extended every six months, most recently in June 2021. 

Under CAFTA-DR, 100 percent of U.S. consumer and industrial goods should enter 
Nicaragua duty free. More than half of U.S. agricultural exports enter Nicaragua duty free 
under CAFTA-DR. 

18. Are the safety regulations and standards applicable to commercial goods 
compatible with standards recognised internationally?  

 In compliance with the Agreement on Technical Barriers to Trade (TBT Agreement), with 
the World Trade Organization (WTO), technical regulations, standards and evaluation 
procedures are standardized to facilitate commercial activities and to guarantee that 
necessary obstacles to trade are not created. 



 

 

Guatemala | El Salvador | Honduras | Nicaragua | Costa Rica | Panamá | República Dominicana  

 

CENTRAL LAW está certificada en la Norma Internacional ISO 9001:2015 (Sistemas de Gestión de la Calidad)  

Firma ‘full service’ especialista en Derecho Corporativo 

info@central-law.com www.central-law.com Reconocidos por los prestigiosos directorios: 
Chambers and Partners | Latin Lawyer | Legal 500 | Best Lawyers | IFLR 1000 | WWL 

19. Are there any similar or equivalent restrictions on providing services into 
another jurisdiction?  

 There are no restrictions on providing services into another jurisdiction. 

20. How is foreign investment into your jurisdiction typically structured?  

The most common way to structure foreign investment is through (i) Corporations 
(sociedades anónimas), (ii) Limited liability companies (LLC) (sociedades colectivas de 
responsabilidad limitada), or branches of foreign entities. 

 

21. What are the circumstances under which a business becomes liable to pay 
tax in your jurisdiction?  

 The following activities trigger a Permanent establishment (PE) in Nicaragua, consequently 
a business is liable to pay taxes. 

This term means a place through which a non-resident taxpayer wholly or partially carries 
on business, including, inter alia, the following: a place of management; a branch; an office 
or agent; a factory; a workshop; and a mine, an oil or gas well, a quarry, or any other place of 
extraction of natural resources. 

Such definition also includes a building site or construction or installation project or 
connected supervision activities, but only if its duration exceeds six months; and the 
performance of consultancy services, provided that they exceed six months within an annual 
period. 

A PE may also be created where a person other than an agent of independent status acts 
on behalf of a non-resident taxpayer if: 

• this person has in Nicaragua authority to habitually conclude contracts or undertake 
acts in the name of the non-resident taxpayer, or 

• even though this person does not have such authority, this person habitually 
maintains in Nicaragua a warehouse of goods or merchandise from which this 
person regularly delivers goods or merchandise in the name of the non-resident 
taxpayer. 

These PE rules will not apply to a branch or PE of non-resident taxpayers operating business 
activities of marine and air transportation of cargo and passengers, as well as land cargo 
transportation. 
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22. What are the main business tax rates?  

Corporate Income Taxes 

Income Tax (IR) for economic activities 

The tax base of the annual IR for income from economic activities is the Net Income, 
resulting from gross income less deductible costs and expenses. On this Net Income an 
aliquot is established to pay for the income from economic activities, which is at a thirty 
percent (30%) rate. 

On the other hand, those taxpayers – individuals and legal entities -with an annual gross 
income of less than or equal to twelve million Cordobas (C$ 12,000,000.00), will liquidate 
and pay the IR applying the following rate to net income: 

 

 

IR taxpayers of income from resident economic activities are subject to a final minimum 
payment, that will be determined by calculating 1% of the amount of annual gross income. 
The minimum payment will not form part of the tax base for income on which definitive 
withholdings have already been made. The IR payment will be the greater amount that 
results from comparing the final minimum payment with the Annual IR. 

In addition to this regime, there is a fixed quota regime for SME businesses, which must 
change to the ordinary regime once they exceed certain thresholds. 

Indirect Taxes 

Valued Added Tax (VAT) 
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The Value Added Tax taxes is imposed on acts carried out in the Nicaraguan territory on the 
following activities: 

•       Disposal of assets; 

•       Import and internationalization of goods; 

•       Export of goods and services; and 

•       Provision of services and use or enjoyment of goods. 

The VAT rate corresponds to 15% of the value of the product or cost of the activity carried 
out except for exports of domestically produced goods and services provided abroad, on 
which a 0% rate is applied. 

The Law establishes lists of services and goods exempt from VAT, among others, goods 
related to academic studies, medicine and human health, agricultural goods, basic foods, 
etc., as well as services in the medical sector, financial markets, sports, religious events, etc. 
Exempt goods and services are defined in exhaustive lists issued by the Ministry of Finance 
and Public Credit. 

VAT will be applied in a way that affects the added value of the various operations that a 
good, a service, or a use or enjoyment of encumbered assets may be subject to once, 
through the transfer and accreditation of the same in the way that establishes the 
legislation. 

Selective Consumption Tax (SCT) 

The Selective Consumption Tax is an indirect tax that is levied on acts carried out in 
Nicaraguan territory on activities such as disposal of assets, import and internationalization 
of goods, and export of goods. Some of the goods subject to this tax are, for example, 
cigarettes, beer, alcoholic beverages, among others. The ISC will not be considered income 
for the purposes of the IR or municipal taxes, but it will be part of the VAT tax base. 

Tax Stamp 

The Tax Stamp is an indirect tax that is imposed on the consumption of certain legal acts 
by means of documents issued in Nicaragua, or abroad, when such documents must take 
effect in the country. The Tax Stamp rates are provided in article 240 of Law No. 822, Tax 
Concertation Law. 

Property Taxes 

Real Estate Tax (“IBI” for its acronym in Spanish) 
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This tax is levied on properties located within the territorial jurisdiction of each of the 
country's municipalities and that are under the taxpayer's domain and / or possession as of 
December 31 of each year. Properties, stable or permanent plantations and the fixed and 
permanent constructions or facilities in them according to what is defined in Articles 599 
and 600 of the Civil Code, are considered immovable property (non-movable objects, their 
parts, and the products that are fixed permanently to the property). 

The payment of the Real Estate tax corresponds to 1% of the tax base, whose value falls on 
the cadastral value, which is considerably less than the market value. Real Estate Tax can 
be paid in two equal parts, of which fifty percent (50%) is payable during the months of 
January, February, and March and the other fifty percent (50%) no later than June 30 of the 
same year. If the taxpayer pays the full amount of IBI during the first quarter, a discount of 
ten percent (10%) of the tax to be paid is applied. 

23. What is the tax treatment of profits from an investee company remitted 
outside your jurisdiction by an investor?  

If the profits are generated for a Nicaraguan Taxpayer or a Nicaraguan Taxpayer have 
invested in a nonresident company, they are subject to a withholding Tax 15% (dividends to 
pay)  

24. What transfer pricing and/or thin capitalisation restrictions may apply to 
investments into your jurisdiction from elsewhere?  

The Nicaragua tax system does not impose any form of thin capitalisation rules. 

25. What tax incentive or other schemes exist to encourage foreign investment? 

As part of investment promotion, the Nicaraguan legal system contemplates a series of 
special benefit regimes, which include tax exemptions. These regimes seek to attract high 
economic investment; for its application, it’s necessary to observe a series of technical, 
financial or environmental requirements, in attention to each sector. The economic areas 
that have regimes with tax benefits are the following: 

• Free Trade Zones and BPO 
• Hydrocarbon and natural gas 
• Renewable energy 
• Mining 
• Forest 
• Tourism 
• Marina and ports 
• Construction of low-income housing 
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• Fishing and aquaculture 
• Public-Private Partnerships  

 
26. What legal guarantees exist against expropriation and/or provide for 

appropriate compensation?  

Pursuant to article 44 of the Constitution of Nicaragua the right of private ownership of 
movable and immovable property and of the instruments and means of production is 
guaranteed. 

By virtue of the social function of property, for reason of public utility or social interest, this 
right is subject to the limits and obligations imposed by the laws regarding its exercise. 
Immovable property mentioned in the first paragraph may be the subject of expropriation in 
accordance with the law following the cash payment of fair compensation.  

As regards the expropriation of uncultivated large landed estates in the interest of land 
reform, the law shall determine the form, computation, installment of payments and 
interests recognized as indemnification.  

The confiscation of property is prohibited. Those officials who violate this provision shall 
respond with their property at all times for any damages they may have caused. 

The DR-CAFTA also provides that no party shall expropriate or nationalize a covered 
investment either directly or indirectly through measures equivalent to expropriation or 
nationalization, except for a public purpose, in a non-discriminatory manner, subject to 
payment of a prompt, adequate and effective compensation. Compensation shall be paid 
with no delay, and it shall be equivalent to the fair market value, fully usable and freely 
transferable. 

27. Are there any issues in relation to the enforcement of intellectual property 
rights?  

In Nicaragua, the acquisition, conservation, use and defense of intellectual property rights 
are contained in special laws such as Law 380 Trademarks and Other Distinctive Signs Law 
and its amendments; Law 312 Copyright Law and its amendments; Law 354 Patents, Utility 
Model and Industrial Designs and its amendments; within others.  These laws include the 
standards established in international treaties such as the Paris Convention and the Berne 
Convention administered by the World Intellectual Property Organization (WIPO), and the 
Agreement on Aspects of Intellectual Property Rights TRIPS, administered by the World 
Trade Organization (WTO). 
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The registration, maintenance and preservation of intellectual property is the responsibility 
of the Intellectual Property Registry, which is a specialized body, merely administrative, 
which is in constant training, in order to strengthen the area and achieve development. As 
for the defense of trademark rights, actions can be filed in both civil and/or criminal 
jurisdictional bodies, which over the years and due to the amendment of the Criminal Code 
and civil process code have specialized in the matter. In terms of unfair competition, 
intellectual property is an important aspect, actions between competitors are widely 
regulated both administratively and judicially. 

28. Are there any issues in relation to the gaining and enforcement of judgments 
and/or arbitral awards?  

Nicaraguan courts might deny recognition and enforcement of the foreign court decision 
coming from a country whose Courts do not recognize Nicaraguan judgments (reciprocity).  

Furthermore, the judgments may be denied if:  

o The judgment does not have the authority of res judicata in the country 
where it has been issued.  

o That the defendant against whom the judgment is intended to be 
executed has not been notified of the resolution to be executed, in 
accordance to the rules of the country of origin.  

o That the judgement does not comply with the minimum requirement 
of form established by the laws of the country of origin.  

o That the judgment affects the principles of public order established by 
the laws of Nicaragua.  

o That the judgement goes against a previous ruling issued by the 
Nicaraguan courts. 
  

29. Have there been any significant recent or proposed legal developments 
affecting investors?  

 The Ultimate Beneficiary Ownership (UBO) Registry recently entered into force, creating the 
obligations to all the local companies to disclose -in a private and confidential manner- 
before this registry its shareholder structure, as well as the designation of the UBO. 

30. Are there any planned or on-going treaty negotiations? 

The negotiations for a possible free trade agreement with the People's Republic of China 
might soon begin. 
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Guide for Global Investments 2022 
COSTA RICA 
 

1. How does your jurisdiction compare internationally as a destination for inward 
investment?  

Costa Rica is the oldest continuous democracy in Latin America. The country’s well-educated 
labor force, relatively low levels of corruption, physical location, living conditions, dynamic 
investment promotion board, and attractive free trade zone incentives offer strong appeal to 
investors. Costa Rica’s continued popularity as an investment destination is well illustrated even 
in the pandemic year 2020 with inflow of foreign direct investment (FDI) as recorded by the Costa 
Rican Central Bank at an estimated USD 1.7 billion down from 2.75 billion in 2019 (2.8 percent 
of GDP down from 4.3 percent). 

 

Costa Rica has had remarkable success in the last two decades in establishing and promoting 
an ecosystem of export-oriented technology companies, suppliers of input goods and services, 
associated public institutions and universities, and a trained and experienced workforce. A 
similar transformation took place in the tourism sector, with a plethora of smaller enterprises 
handling a steadily increasing flow of tourists eager to visit despite Costa Rica’s relatively high 
prices. Costa Rica is doubly fortunate in that these two sectors positively reinforce each other 
as they both require and encourage English language fluency, openness to the global 
community, and Costa Rican government efficiency and effectiveness. A 2019 study of the free 
trade zone (FTZ) economy commissioned by the Costa Rican Investment and Development 
Board (CINDE) shows an annual 9 percent growth from 2014 to 2018, with the net benefit of that 
sector reaching 7.9 percent of GDP in 2018. This sector has been booming while the overall 
economy has been slowing for years. 
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2. What types of companies are attracting foreign investment and what are the most active  

sectors?  

 

Currently, light manufacturing, food processing, medical device manufacturing, life sciences, 
service sector, software and IT and business service sectors account for 60% of Costa Rican 
inward FDI projects. It has been specially highlighted the investment commitment from Intel as 
tech company, which has assembled and test microchips in the country. 

 

3. What will be the main factors affecting the market and how do you expect the market to  

develop?  

 

The Costa Rican economy has a strong dependency on the American Dollar, and therefore its 
overall value and currency exchange do have a strong effect on the market of goods and 
services. The Covid-19 pandemic affected the global market of goods and service, and therefore 
any more negative impact of such pandemic on the overall global market will surely affect the 
Costa Rican economy. Nonetheless the country has been progressive on its economic recovery. 
Costa Rica is on its brink of political change, given that on February 6th of 2022, presidential 
elections will be held, including Congress. Therefore, depending on the new political party 
elected, the implemented political tendencies, ideologies and future legal acts will affect the 
local market. 

 

4. Please briefly outline the government and legal system.  

The Costa Rican government is composed by a series of constitutional controls. Executive 
responsibilities are vested in the President, with the support of two Vice Presidents, and 57 
deputies (Legislative Assembly/Congress), who are elected for 4-year terms. The country has a 
legal system whose administration is in charge of the Judicial Branch of the Government, which 
ensures compliance with the laws and protects both nationals and foreigners who are in the 
national territory. 

The legal system is based on Civil Law, and mainly on the Civil Code and the Commercial Code. 
To a high degree of literacy, well-educated and trained workforce, and legislation that is 
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reasonably business friendly and less bureaucratic than other countries' civil codes. GDP per 
person is USD12,800 (for the year 2012) in equal purchasing power; inflation is 4.5% (2012), 
unemployment 7.8% (2012) and growth for that year was 5%. 

5. What are the key laws and regulatory authorities governing foreign investment in your  
jurisdiction?  

 

The main government entity that regulates foreign investment is the Ministry of Foreign Trade 
(“COMEX” in Spanish). This entity is the one responsible to enforce the Free Trade Zone Act, 
which grants incentives and benefits to local and foreign companies registered under such 
regime. 

 

6. What international treaty organizations and/or economic, customs or monetary unions 
or  

free-trade areas is your jurisdiction a member of?  

 

Costa Rica is a current member of international treaties for free trade, with the following 
jurisdictions: 

1. Central America and the United Kingdom. 
2. Central America and Korea. 
3. Central America and European Association of Free Trade. 
4. Colombia. 
5. Central America and the European Union. 
6. Central America and México. 
7. Peru. 
8. China. 
9. Singapore. 
10. Central America, United States and Dominican Republic. 
11. Costa Rica and CARICOM (Caribbean Community). 
12. Central America and Panama. 
13. Canada. 
14. Central America and Chile. 

Likewise, Costa Rica is the 38th member of the OECD since May 25th of the year 2021. 
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7. What other international agreements apply to foreign investment?  

For now, only the above enlisted agreements are the ones applicable to foreign investment. 

 

8. Are there any visas, permits or other requirements for foreign individuals entering for  
business purposes? 

  

Costa Rica has four (4) different immigration regimes for foreigners to apply for a visa or 
residence in Costa Rica. For business purposes, two regimes apply: Investor visa and/or rentier 
visa. In order to apply for an investor visa, the petitioner must demonstrate that such has 
invested at least US$150,000.00 (one hundred and fifty thousand) dollars. To apply as rentier, 
petitioner must demonstrate that it perceives from abroad, at least a monthly income of 
US$2,500.00 (two thousand and five hundred) dollars. Foreigners could also apply for a work 
visa in Costa Rica working for a local company.  

 

9. Are there any visa waivers or fast-track procedures available for foreign individuals 
entering  

as investors?  

 

The process of applying for the above-mentioned regimes, will depend on a series of 
international and mostly, political factors. Due to international laws and international 
relationships with many countries, Costa Rica will file petitions faster depending on their 
nationality (United States, Canada, Mexico, European Union, for example), and petitioners from 
African and/or middle eastern countries will usually have a more delayed procedure of 
verification in order to grant such visa. 

 

10. What are the circumstances under which an individual becomes liable to pay tax in 
your  

jurisdiction? 
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All individuals in Costa Rica, that intend to provide a service or sell any kind of goods, need to be 
registered under the local Tax Administration Office. Depending on the nature of the business 
and the goods or services that such business, different tax regimes will apply. 

  

11. Are there any restrictions on foreign ownership and investment in specific industry 
sectors?  

No there are no restrictions on foreign investment in specific industry sectors, Costa Rica 
welcomes  foreign investment to the country and has a developed Free Trade Zone Regime in 
place governed by the Free Zone Regime Law, Number 7210, and its regulations. 

 

12. Does the government retain and exercise control over certain industry sectors?  

Costa Rica’s government has an office named Autoridad Reguladora de los Servicios Públicos. 
(ARESEP in Spanish). This government body regulates the public services of water, electricity, 
fuel, public transport among others. The ARESEP controls that the services are provided 
correctly providing quality, continuity, timeliness, reliability and price. 

 

The local government has an Anti-Trust Law and regulation Law for the Promotion of 
Competition (Law No.  

7472) and the Law for Strengthening Competition Authorities of Costa Rica (No. 9736) which 
created a commission called COPROCOM (its acronym in Spanish), for the protection and 
promotion of competition and free concurrence, investigating and sanctioning monopolistic 
practices and other restrictions on the efficient functioning of the market.  

 

13. Are there restrictions on foreign ownership or occupation of real estate?  
 

The only restriction relies on properties located in the Maritime Zone Regime (costal properties 
or “beach front”). The current law states that concessions for these properties will not be granted 
to the following: 

1. Foreigners that have not resided in the country for at least five years. 
2. Companies or entities domiciled outside of the country. 
3. Companies or corporations registered in Costa Rica by foreigners. 
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4. Legal entities which their capital stock belongs in more than 50% to foreigners.  

14. Are there any minimum capital requirements for foreign investment?  

There is a minimum foreign capital investment, depending on the business scope. Individuals 
that wish to acquire a visa as investor, need a minimum of US$150,000.00 (one hundred and fifty 
thousand) dollars of local investment. Companies or corporations that wish to enter and 
establish a business under the free-trade zone regime, must compromise to a future and 
continues investment on the local market. A default on such obligation can conclude in a 
cancelation of such benefits under free-trade zone regime. 

 

15. Are there any exchange control or currency regulations?  

There are no Exchange control or currency regulations in Costa Rica. Regarding Exchange rate, 
each bank manages its own rate, usually in American Dollars and European Euros. The Costa 
Rican Central Bank algo manages an exchange rate, which is the official rate utilized when trying 
to convert currency in any given transaction.  

 

16. Are there any restrictions on the importation of commercial goods?  

There are a series of restrictions regarding the importation of some commercial goods. Such 
restrictions will depend on the nature of the good. Goods determined to be of explosive, 
corrosive, inflammable, products that need to be registered before the Ministry of Health, 
Ministry of the Environment, Ministry of Agriculture and Farming and Ministry of Governance and 
Police. Before importation, administrative procedures for a special registration of the goods 
must be filed in order for such to be approve by customs and therefore enter the country. 

 

17. What import duties apply to commercial goods?  

Goods must be brought into the country and filed for importation before the local customs 
administration. As indicated in the above answer, depending on the nature of the good, such 
must be also registered before another public authority. Goods must be examined by custom 
agents, and once all foreign and local documentation has been checked and waived, then the 
goods are authorized to leave customs and be retrieved by the owner.  
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18. Are the safety regulations and standards applicable to commercial goods compatible 
with  

standards recognized internationally? 

  

Yes, the safety regulations and standards applicable to commercial goods in Costa Rica are 
compatible with standards recognized internationally.  

 

The Costa Rican Ministry of Economy, Industry and Commerce (MEIC) is responsible for the 
development and use of standards and regulations that local and foreign companies must follow 
to sell their products in the local market. These regulations are mostly related to labeling, usage 
instructions and open competition,  this government body also issues safety related 
regulations.  

 

Costa Rica accepts US commercial and product standards. The Technical Standards Institute of 
Costa Rica (INTECO) who represents ISO in Costa Rica, it is a private, non-profit body with 
representatives from the public and private sectors of the Costa Rican economy. INTECO’s 
objectives is improve standards-related activities with the goal of promoting the quality of goods 
and services manufactured or offered for sale within the country. 

Costa Rica, is a Member of the World Trade Organization (WTO), and it is required under the 
Agreement on Technical Barriers to Trade (TBT Agreement) to notify to the WTO all proposed 
technical regulations that could affect trade with other Member nations. 

 

19. Are there any similar or equivalent restrictions on providing services into another  
jurisdiction? 

  

No, there are no similar or equivalent restrictions on providing services into another jurisdiction 
the only compliance that could apply would be if the foreign entity is located in a Free Trade 
Zone, if this is the case then the company must be in full compliance with the applicable specific 
legislation. 

 

20. How is foreign investment into your jurisdiction typically structured?  
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Typically, for big foreign investors located in Costa Rica to operate, will set their corporate 
structure utilizing one of the following two methods: i) The investor will set a new Costa Rican 
company or corporation to run business; or ii) the already existing investor company or 
corporation, will register a foreign agency in Costa Rica, and thus such agency will operate as a 
“branch” in Costa Rica. Both options will be suitable to operate, but utilizing a new company or 
corporation means that such will be an independent legal entity from its parent company (but 
bound in terms of stock ownership, corporate government and corporate organization). 

 

21. What are the circumstances under which a business becomes liable to pay tax in your  
jurisdiction? 

  

All business companies in Costa Rica need to be registered under the local Tax Administration 
Office. Depending on the nature of the business and the goods or services that such business, 
different tax regimes will apply.  

 

22. What are the main business tax rates?  

Since July of the year 2019, good and services are taxable for their consumption. This is the VAT, 
which in Costa Rica is of 13% for most goods and services. Lower rates will depend on the nature 
of the goods and services provided. 

The main business tax rates for companies in Costa Rica for income tax are established in 
tranches as depicted below: 

 

GROSS INCOME Tax Percentage (applicable to net income 
total ) 

Up to US$ 84,500 10% 
Up to US$ 170,000 20% 
Over US$ 170,000 30% 

 

*The table above establishes the current rates, that could be subject to change as established 
by the tax authorities in Costa Rica.  
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23. What is the tax treatment of profits from an investee company remitted outside your  
jurisdiction by an investor?  

 

The tax treatment of profits from an investee company remitted outside the Costa Rican 
jurisdiction under the current legislation is of 15%, once the dividends and the aforesaid tax are 
paid there are no additional taxes that should be included. 

  

24. What transfer pricing and/or thin capitalization restrictions may apply to investments 
into  

your jurisdiction from elsewhere?  

 

Under the current applicable tax legislation (Income Tax Law and its regulation) Costa Rica has 
no transfer pricing and/or thin capitalization restrictions that may apply to investments. All local 
and foreign companies must comply with a transfer pricing study as it could be required by the 
Tax Authorities in Costa Rica. Currently there is a tax on remittance of services up to 25% 
(twenty-five percent) based on the gross amount of the service. The final tax percentage on 
remittance of services will depend on the service provided, lower tax rates will depend on the 
goods and services provided by the taxpayer. 

 

25. What tax incentive or other schemes exist to encourage foreign investment?  

Investors and companies located in  Free Trade Zones (“Zona Franca”), get a series of tax 
incentives and benefits, including exonerations in VAT tax, the import and export of goods, and 
from 50% to a 100% on total income tax. Such incentives will be determined by a series of 
different factors, including the location of the Free Trade Zone and the estimate investment of 
the company. 

 

26. What legal guarantees exist against expropriation and/or provide for appropriate  
compensation? 

  

In Costa Rica, in order for the State to execute an expropriation on a property, the project for 
which the property is needed, it necessarily has to have a public interest and declared such by 
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the Government by emitting an administrative resolution. If a land is to be expropriated, then the 
owner has the right to be compensated appropriately by the State, after following an 
administrative procedure to determine the current market value of such property. 

 

27. Are there any issues in relation to the enforcement of intellectual property rights?  

Costa Rica protects intellectual property rights by its Intellectual and Industrial Property Registry, 
the applicable legislation and regulations as well as international treaties. Any rights for 
intellectual property must be dully registered under such public office. This Registry is the 
competent institution to enforce such rights, and therefore files any claim regarding unproper or 
illegal usage of any registered intellectual property.  

 

28. Are there any issues in relation to the gaining and enforcement of judgments and/or 
arbitral  

awards?  

 

Costa Rica enforces is local laws through its Judicial Branch of the government. As indicated 
before, the Costa Rican judicial and legal system follows the Civil Law (Roman Law) system. 
Both final judgments and arbitral awards are granted by the system the nature of res judicata, 
and therefore the winning party has all the rights to execute such resolutions. The main 
difference radiates those arbitral awards in order to be executed, need to be filed before a civil 
court, and judgments are enforceable by the same court in where the process was initially filed. 
Nonetheless, the judicial system in Costa Rica suffers from a series of delays in the filling of 
lawsuits, and therefore a legal procedure can last for a couple of years and therefore justice isn’t 
as quick as it should be. 

 

29. Have there been any significant recent or proposed legal developments affecting 
investors?  

No, there are no significant recent or proposed legal developments affecting investors. Due to 
the political circumstances in which Costa Rica is currently at (Presidential and Congressional 
elections), the result might have significant changes on the country’s position within already 
signed treaties, or even the adhesion to new treaties and/or organizations. 
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30. Are there any planned or on-going treaty negotiations?  

As indicated before, currently there are no planed or on-going treaty negotiations. Due to the 
political circumstances in which Costa Rica is currently at (Presidential and Congressional 
elections), the result might have significant changes on the country’s position within already 
signed treaties, or even the adhesion to new treaties and/or organizations. 

 

Guide for Global Investments 2022 
PANAMA 
 

1. How does your jurisdiction compare internationally as a destination for inward investment?  

 
The Republic of Panama is a source for foreign investment, since we count with a strong legal system 
that promotes and incentive foreign investments. Our main asset is our geographical position, 
located in the center of the American continent.  We are proud to have The Panama Canal, one of 
the wonders in engineering and structure, the Panama Canal connects the two oceans Pacific and 
Atlantic placing Panama in a top place facilitating logistics and transportation activities. 
 
In addition, Panama counts with ports (3 ports in the Atlantic and 2 ports in the pacific) and airport 
infrastructure, which offers a wide range of opportunities to invest, together with the international 
financial center and banking system with the use of the dollar currency.  
 
The Colon Free Zone: is one of the most important free zones worldwide, is a distribution center 
with warehouses, port and traffic systems for all types of merchandise that is constantly being built 
and modernized, staying at the forefront of modern technology and always ready to offer a wide 
range of services. 
 
Panama also created a special economic zone named Panama Pacifico that generates new 
investments through the Panama Pacific Agency. The Panama Pacific Area is one of the most 
important state projects which contemplates the development of an international business center 
and economic incentives; that attract foreign direct investment and the generation of new jobs in 
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Panama. This economic area counts with customs, immigration, labor, and fiscal benefits, among 
others. 
 
It is important to mention, the Tocumen airport – the best connected in Latin America (around 90 
destinations) and the world-class communications platform that makes Panama the ideal 
destination to establish Regional Headquarters or Headquarters of Multinational Companies.  
 
Panama has enormous potential in the tourism sector and is also focused on the development of 
technological innovation, infrastructure and the renewable energy sector. 
 
2. What types of companies are attracting foreign investment and what are the most active 
sectors?  
SECTORS AND ECONOMIC ACTIVITIES TO INVEST 

According to the information provided by the Ministry of Commerce and Industries the strategic 
growth sectors are:  

-Headquarters of multinational companies. 

- Multimodal logistics. 

- Advanced manufacturing. 

- Financial services. 

- Telecommunications. 

- Energy. 

- Agricultural business. 

- Maritime sector 

-Mining  

 

3. What will be the main factors affecting the market and how do you expect the market to 
develop?  
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Currently, the main factor affecting the market is the Covid-19 Pandemic.  
Despite of the above, the Panamanian economy will be the one with the highest growth in Latin 
America. International organizations, ECLAC, IDB, WORLD BANK, estimate that growth will be 
between 7% and 8.3%. The Ministry of Economy and Finance (MEF) estimates that it will be slightly 
above 5%. In any case, it will be the fastest growing in the region. 
 
4. Please briefly outline the government and legal system. 
 
The Government of the Republic of Panama is a constitutional democracy developed under a 
Presidential regime, where the President of the Republic heads the Executive Branch, is both Chief 
of State as Head of Government. 
 
The Panamanian legal system is civil, (predominant in Central and South America).  
The Republic of Panama is considered a sovereign and independent State. Its system of government, 
of a Republican nature, is democratic and representative; and is divided into three fundamental 
organs: Executive, Legislative and Judicial. 
 
 5. What are the key laws and regulatory authorities governing foreign investment in your 
jurisdiction?  

 
Key laws:  
Law 54 of July 22, 1998, for the "legal stability of investment in Panama" aims to promote and 
protect investment made in the country in all sectors of economic activity. The law establishes that 
foreign investors and the companies in which they participate have the same rights and obligations 
as national investors and companies, with no more limitations than those established in the Political 
Constitution and the Law, including those referring to the freedom of trade and industry, export, or 
import. 
Law No. 54 has the objective of stimulating and guaranteeing national and foreign investment to 
promote the economic growth and development of the country. This law benefits entrepreneurial 
investors, natural or legal persons, nationals or foreigners who invest within the Republic of 
Panama.  
Link: https://www.mici.gob.pa/uploads/media_ficheros/2019/01/6/informacion-general-de-
ide/43421-4-ley-no-54-del-22-de-julio-de-1998.pdf 
 
Law No. 41 of July 20, 2004, that creates a special regime for the establishment and operation of 
the Panama-Pacific Special Economic Area, and an entity autonomous of the State, called Agency of 
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the Special Economic Area Panama-Pacific. It grants Multinational Company Headquarters Licenses 
and a special regime for the establishment and operation of Multinational Company Headquarters 
(SEM). The law defines an SEM company as “that multinational company that from Panama carries 
out operations aimed at offering the services defined in this Law to its Headquarters or its 
subsidiaries or its affiliates or associated companies, or that establishes its Headquarters in Panama. 
The Headquarters will always be part of multinational companies with international or regional or 
important operations in their country of origin.” 
Link: http://gacetas.procuraduria-admon.gob.pa/25103-A_2004.pdf 
 
Law No. 159 of August 31, 2020 (EMMA Law) that creates a new special regime for Multinational 
Manufacturing Services (EMMA) companies was enacted, with the aim in establishing these 
companies in Panama for the provision of manufacturing services such as: assembling, 
manufacturing, re-manufacturing, conditioning, maintenance, logistics services, repair, and 
processing of products to the same economic group. 
 
This regime is aimed at new companies that want to take advantage of the incentives, or for 
companies that are currently registered under the headquarters of multinational companies (SEM) 
regime, and wish to expand their services within the same economic group under a new light-
manufacturing division, therefore, at the time that a SEM company applies to join this regime, it 
obtains a “fast track” benefit for the issuance of the EMMA license. 
 
The objective of this regime is to reactivate the economy, boost economic growth, generate new 
jobs and capitalize on technology transfer. 
 
Among the greatest advantages and incentives of the EMMA regime is that Panama has a strategic 
geographical position, with twenty-three (23) Free Trade Agreements, tax, labour, immigration, 
customs benefits, free economic zones, ports, railways, airports, logistics centers, and additionally 
companies under the EMMA regime will automatically enjoy the guarantees established by Law 54 
of 1998 on the Legal Stability of Investments. 
 
Link:  
https://www.sem.gob.pa/files/Documentos_legales/Ley%20EMMA%20-20Espan%cc%83ol.pdf 
 
Law No. 207 of April 5, 2021, the purpose of this Law is to create a state that allows it to attract 
foreign direct investment and promote exports to through the facilitation to the investor through 
the implementation of public policies aimed at establishing instruments, strategies, programs, 
studies, mechanisms of promotion, facilitation, coordination, and participation of the public and 
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private sectors, with the purpose of contributing effectively to the economic and social 
development of the country, to the growth of strategic sectors, to the efficient integration of the 
national economy and to the generation of employment. 
Link: https://propanama.gob.pa/static/docs/c423ebb3-ef42-4b4f-9a8a-99ab8382d329.pdf 
 
Authorities governing foreign investment: The President of the Republic of Panama - Executive 
Branch, through the Ministry of Commerce and Industries and the supervision of the Comptroller 
General of the Republic, in accordance with the provisions of the Political Constitution of the 
Republic and the Law. 
 
 6. What international treaty organizations and/or economic, customs or monetary unions or free-
trade areas is your jurisdiction a member of?  
 
The types of commercial agreements of the Republic of Panama are: 
 
1. Free Trade Treaties or Agreements: A Free Trade Agreement (FTA) is a regional or bilateral trade 
agreement to expand the market for goods and services between participating countries. It consists 
of the elimination or substantial reduction of tariffs for goods between the parties, and service 
agreements. These agreements are regulated by the World Customs Organization (WCO) or by 
mutual agreement between countries. 
 
2. Partial Commercial Agreements: It is the most basic type of bilateral agreement on tariffs that 
aims to facilitate (partially free) trade for a certain number of products. It is normally considered as 
a first stage for a more open exchange in the long term. 
 
3. Commercial Promotion Agreements: is a global agreement for free trade. There is considerable 
duty-free trade in goods and services, including financial services.  
 
4. Cooperation Agreements: Agreements between regions are called Association Agreements. 
These include political, cooperation and trade aspects between the regions. 
 

Países con los que mantiene Tratados Comerciales la República de Panamá 

País Descripción  Marco Jurídico  Vigencia  
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Singapur 

Tratado de Libre 
Comercio entre Panamá 
y Singapur 

Ley 19 del 20 de junio 
de 2006Ley 48 del 15 
de julio de 2008 

24 de julio de 2006 

Guatemala 

Acuerdo Bilateral (TLC) 
entre Panamá y 
Guatemala 

Ley 48 del 15 de julio 
de 2008 

20 de junio de 2009 

Nicaragua 

Acuerdo Bilateral (TLC) 
entre Panamá y 
Nicaragua 

Ley 29 del 23 de junio 
de 2009 

21 de noviembre de 
2009 

Costa Rica 

Acuerdo Bilateral (TLC) 
entre Panamá y Costa 
Rica 

Ley 17 del 13 de 
febrero de 2008 

23 de noviembre de 
2008 

El Salvador 

Acuerdo Bilateral (TLC) 
entre Panamá y El 
Salvador 

Ley 25 del 03 de 
febrero de 2003 

11 de abril de 2003 

Honduras 
Acuerdo Bilateral (TLC) 
entre Panamá y 
Honduras 

Ley 23 del 25 de abril 
de 2008 

9 de enero de 2009 

Chile 
Tratado de Libre 
Comercio entre Panamá 
y Chile 

Ley 7,8 y 9 del 12 de 
enero de 2007 

07 de marzo de 2008 

Perú 
Tratado de Libre 
Comercio entre Panamá 
y Perú 

Ley 82 del 22 de 
diciembre de 2011 

01 de mayo de 2012 

México 
Tratado de Libre 
Comercio entre Panamá 
y México 

Ley 33 del 17 de 
noviembre del 2014 

12 de marzo de 2015 

Estados Unidos 
Tratado de Promoción 
Comercial entre Panamá 
y Estados Unidos 

Ley 53 del 13 de 
diciembre de 2007 

31 de octubre de 2012 
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Canadá 

Tratado de Libre 
Comercio entre Panamá 
y Canadá 

Ley 69 del 26 de 
octubre de 2010 

01 de abril de 2013 

Asociación Europea de 
Libre Cambio 

Tratado de Libre 
Comercio entre los 
estados 
Centroamericanos y los 
estados de Islandia, 
Liechtenstein, Noruega y 
Suiza (AELC) 

Ley 4 del 7 de abril de 
2014 

29 de agosto de 2014 
(Noruega, 
Suiza,Liestenten). 5 de 
septiembre de 2014 
Islandia 

República Dominicana 

Acuerdo Comercial de 
Alcance Parcial entre 
Panamá y República 
Dominicana 

Ley 19 del 27 de 
diciembre de 1985 

8 de junio de 1987 

 SOURCE: https://info.plp.com.pa/blog/tratados-comerciales-en-panama 

 

As mentioned before, Panama also has the Colon Free Zone. 

 

7. What other international agreements apply to foreign investment?  

 

Panama has signed various Tax Treaties to avoid double taxation with countries such as: Barbados, 
South Corea, United Arab Emirates, Spain, France, Netherlands, Ireland, Israel, Luxemburg, Mexico, 
Portugal, Qatar, Great Britain and Singapor.  

 

8. Are there any visas, permits or other requirements for foreign individuals entering for business 
purposes?  

The Immigration Department of the Republic of Panama depending on the case have special types 
of pf visas for foreign investors, such as: 
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- Forest Investor. 
- Investor of the Panama Pacific Economic Area. 
- Workers Permit for the Panama Pacific Area, within ten percent (10%) of the ordinary 

workers of a company, developer, or operator. 
- Investor in Processing Zones for export. 
- Investor of Call Center for commercial use (Call Center) for export. 
- Foreigner hired by companies in the Film and Audiovisual industry. 
- Entrepreneur or Executive of the City of Knowledge Foundation. 
- Foreign Contracted by the Panama Canal Authority. 
- Employee of a Company Subcontractor under contract with the ACP. 
- Worker of the Panama-Pacific Area in favor of foreigners hired by companies of the 

Panama-Pacific Area, the developer, the operator or the agency, to work as personnel 
specialized in technical aspects and/or in administrative management matters, in a 
percentage that exceeds quince percent (15%) of ordinary workers. 

- Workers of the Panama-Pacific Area in favor of foreigners who work at the service of 
companies that have less than ten workers. 

- Worker hired in a position of trust, executives, experts and/or technicians in companies 
within free zones. 

- Employee hired in positions of trust, executives, experts and/or technicians in call center 
companies for commercial use for export "Call Center". 

- Permit for personnel hired as executives of international companies whose functions have 
effects abroad. 

- Worker hired by headquarters of multinational companies. 
- visa for EMMA executives. 
- visa for EMMA technicians. 

 
By Special Laws was created the following visas: 

- Treaty of Friendly Nations on between the Republic of Panama and the Republic of Italy. 
- Foreign Nationals of Specific Countries that maintain Friendly, Professional, Economic and 

Investment Relations with the Republic of Panama. 
- As a Professional Foreigner. 
- As Diplomats and Members of International Organizations of countries that maintain 

friendly diplomatic relations with the Republic of Panama, who have ceased to provide 
their services in their respective positions. 

 
9. Are there any visa waivers or fast-track procedures available for foreign individuals entering as 
investors?  
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Depending on the nature of the visa elected, once the requirements are met the Immigration 
Department follows a compliance procedure and if no obstacle is found they grant the Visa. Please 
note, that Executive Decree No. 722 of October 15, 2020, modernized, restructured, modified, and 
established the category of Permanent Resident for Economic Reasons. Under the present Decree 
the Immigration procedure is expedite and can be initiated without requiring the physical presence 
of the applicant. 

 

10. What are the circumstances under which an individual becomes liable to pay tax in your 
jurisdiction?  

 
The Panamanian tax system is territorial. Therefore, any personnel (national or foreign), who have 
commercial activities within the country, must pay their taxes, unless they are covered by contracts 
or special laws. 
 

11. Are there any restrictions on foreign ownership and investment in specific industry sectors?  

 
Foreigners may not engage in retail trade. 
 
12. Does the government retain and exercise control over certain industry sectors? 

 
The government does not control the industrial sectors, only those that require a concession or 
authorization from the government as mining, energy, hydrocarbons among others. Monopoly in 
economic activities is prohibited and free competition is promoted. 
 

13. Are there restrictions on foreign ownership or occupation of real estate?  

 
There are no restrictions on foreign investment in real estate. The law encourages them. 
 

14. Are there any minimum capital requirements for foreign investment?  
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To obtain a Permanent Residence Visa for Economic Reasons, the same establishes different 
amounts of investments, depending on the type of investment that you decide. Investment in real 
estate, fixed term, stock market, etc. 
 

15. Are there any exchange control or currency regulations? 

 

Panama does not have monetary control. There is no Central Bank or currency control, only those 
that apply to specific transactions. The US dollar is the local currency. 

 

 

 16. Are there any restrictions on the importation of commercial goods?  

 

As the Republic of Panama has several trade agreements (FTA), there are no restrictions on imports 
of goods and services, only those established by law, which require import permits such as food, 
medicine, drugs and weapons, among others. 

 

 

17. What import duties apply to commercial goods?  

 

The import duties applied are those agreed in the Free Trade Agreements and the Customs Code of 
Panama. 

 
18. Are the safety regulations and standards applicable to commercial goods compatible with 
standards recognized internationally? 
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Yes. 

 

 19. Are there any similar or equivalent restrictions on providing services into another jurisdiction. 

 

No 

 

20. How is foreign investment into your jurisdiction typically structured?  

 

Foreign investments are structured, depending on the type of investment and the conditions agreed 
between investors and beneficiaries. 

 
21. What are the circumstances under which a business becomes liable to pay tax in your 
jurisdiction? 

 

Every company whose economic activity is in the national territory must pay its corresponding taxes. 
The concept of tax in Panama is territorial and not universal and any income from Panamanian 
source is taxable in Panama. 

 
22. What are the main business tax rates?  

 

The main taxes are: 

         Income taxes. 

         Movable property transfer taxes (ITBMS) 

         real estate taxes 

         Patent taxes, single rate, and money transfer 
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23. What is the tax treatment of profits from an investee company remitted outside your 
jurisdiction by an investor?  

 

12.5% 
 

24. What transfer pricing and/or thin capitalization restrictions may apply to investments into 
your jurisdiction from elsewhere?  

 

Transfer Pricing rules are applied to all transactions involving foreign related parties. There is an 
annual obligation to file a Transfer Pricing Form, locally known as “Form 930”; that must be filed six 
months after the end of the fiscal year, including operations carried out with foreign related parties.  

Currently there are no rules regarding thin capitalization.  

 

 

25. What tax incentive or other schemes exist to encourage foreign investment?  

 

In Panama there are tax incentives depending on the economic activities where it is invested. 
Example: Agriculture and agro-industrial, real estate, tourism, export zones. 

 

26. What legal guarantees exist against expropriation and/or provide for appropriate 
compensation? 

 

The constitution of the Republic of Panama establishes the following: 
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Art.48: Private property implies obligations for its owner due to the social function that it 
must fulfill. For reasons of public utility or social interest defined in the Law, there may be 
expropriation through a special trial and compensation. 

 

Fiscal code establishes: 

 

Art. 1918. In the sentence where the expropriation is declared, it will be the judge who will 
value the property. For the appraisal, the cadastral value of the property will be considered. 

 

Art. 1920. When the value of the property is definitively fixed, the plaintiff must obtain it in 
cash from the court within six days of notification of the respective order. 

 

If the payment is not made within said term, the sum set as the amount of compensation 
will accrue interest at the current bank rate confirmed by the judge. 

 

27. Are there any issues in relation to the enforcement of intellectual property rights? 

 
Panama enforces and protects the Intellectual Property rights by means of Law 35 of May 10, 1996 
regulated under Law 61 of October 5, 2012. 
 

28. Are there any issues in relation to the gaining and enforcement of judgments and/or arbitral 
awards?  

 

Panama has a modern law for conflict resolution, mediation, conciliation and arbitration. The 
awards are binding. They can only be appealed before the Third Chamber of the Supreme Court of 
Justice for procedural issues. 
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29. Have there been any significant recent or proposed legal developments affecting investors?  

No. 

30. Are there any planned or on-going treaty negotiations? 

Panama is always creating and searching conditions for foreign investment for the country to 
become a destination for Multinational Company Headquarters. Capital investment, the 
consumption of local goods and services, the generation of jobs and the transfer of technology and 
knowledge are considered of fundamental importance for the growth of the national economy. 
 

Guide for Global Investments 2022 
DOMINICAN REPUBLIC 
 
1. How does your jurisdiction compare internationally as a destination for inward 

investment?  
 
The Dominican Republic is an upper-middle-income country ranking 88 out of 189 in the 
2020 Human Development Index, with an HDI value improvement from 1990 until 2019 of 
26.2%.  According to the Doing Business 2020 results, the Dominican Republic ranks 115th 
out of 190 economies in the Ranking.  Is a high growth economy with a 2021 estimated 
growth of 12.3% on 2021, with an impressive rebound from COVID level. 
 
As a mixed emerging economy with strong reliance on the service sector, the DR has been 
improving its institutions, property registration, construction permits and cross-border trade 
regulations.   It boasts a strong domestic banking sector and a considerable capital market. 
 
Is the biggest economy in Central America and Insular Caribbean, and it has been 
categorized by Morgan Stanley in its research paper from January 31, 2022, penned by 
Emma C. Cerda and Simon Weaver, as a “A Bright Spot in EM, A strong tourism recovery, 
record remittances, high tax revenues along with energy sector reforms leave us with a 
positive view on the Dominican Republic and should see it outperform in the BB space, with 
a likely upcoming issuance a good chance to add.” 
 
Comparatively with its peers, the DR is an outstanding destination for investments, with a 
strong resolve on tackling the multiple hurdles of an emerging economy. 
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2. What types of companies are attracting foreign investment and what are the most active 

sectors?  
 

- tourism,  
- real estate,  
- electricity generation (especially renewables),  
- commerce, 
- mining, 
- light manufacturing. 
- free zones. 

 

 

3. What will be the main factors affecting the market and how do you expect the market to 
develop?  

 

- COVID: the country is in the process of a massive vaccination campaign, it has had 
a remarkable recovery in tourism, but the Covid 19 pandemic still is a formidable 
challenge for the DR economy. 

- Slow judicial and administrative processes: legacy form decades of underfunding, 
its slowly improving. 

- Some Regulatory Risks derived from a “catching up” process with international 
standards 

- Environmental hazards: the island is located in a very hurricane prone area, droughts 
are common, and is on an active seismic zone; the country is upping the investment 
in reliable infrastructure and updating constructions codes 

 

 

4. Please briefly outline the government and legal system.  
 
The government of the Dominican Republic is based on a representative democracy. It is 
divided into three branches of government independent of each other: the Executive Branch, 
the Judicial Branch, and the Legislative Branch. 

 

The executive branch is headed by the president, who is elected by direct vote for 4 years. 
The legislative branch is composed of the Senate with 32 members and the Chamber of 
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Deputies with 175 members. The members of both chambers are elected by direct vote. The 
judicial branch is administered by the Supreme Court of Justice, which is composed of 16 
judges, elected by the Law of the National Council of the magistracy. 

 

The main source of the Dominican legal system is the French Code. The Dominican legal 
system is based on the Dominican Constitution enacted on January 26, 2010 and amended 
on June 13, 2015.   

 

Currently the Dominican Republic has been presenting normative advances due to the 
international trade agreements that have been subscribed and due to the commercial 
obligations contracted with the World Trade Organization.  

 

  
5.    What are the key laws and regulatory authorities governing foreign investment in your 

jurisdiction?  
 
The main authorities governing foreign investment (depending on the area) are as 
follows: 
 

• Prodominicana 
• Ministry of tourism (MITUR) 
• National Council for Export Free Zones (CNZFE) 
• Ministry of Foreign Affairs (MIREX) 
• National Energy Commission (CNE) 
• Superintendency of Electricity (SIE) 
• Dominican Electric Transmission (ETED) 
• General Department of Cinema (DGCINE) 
• Ministry of Energy and Mines (MEM) 
• Ministry of Environment and Natural Resources (MIMARENA) 
• National Institute of Telecommunications (INDOTEL) 
• Nacional Office of Intellectual Property (ONAPI) 
• Ministry of Finance  
• Directorate General of Customs (DGA) 
• Coordinating Council of the Special Frontier Development Zone  
• Center for Industrial Development and Competitiveness (PROINDUSTRIA) 
• General Directorate of Migration  
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• General Directorate of Public-Private Partnership (DGAPP) 
• Ministry of Labor  
• General Office of Internal Taxes (DGII) 
• Dominican Republic Superintendence of Securities (SIV) 
• Ministry of Public Works and Communications (MOPC) 
• Ministry of Public Health (MSP) 

 
The main applicable laws are as follows: 

 

• The foreign investment law No.16-95. 
• Law that creates the Export and Investment Center of the Dominican Republic 

No.98-03. 
• Regulations on the application of the Registration of Foreign Investment in the 

Dominican Republic No.214-04. 
 

 

6. What international treaty organizations and/or economic, customs or monetary unions 
or free-trade areas is your jurisdiction a member of?  

 

The Dominican Republic has diplomatic relations with 129 countries and belongs to multiple 
international organizations, including the following: United Nations, Organization of 
American States, Central American Integration System, World Trade Organization, 
International Monetary Fund, World Bank, International Centre for Settlement of Investment 
Disputes, International Finance Corporation, Inter-American Development Bank, Inter-
American Investment Corporation, Central American Bank for Economic Integration, 
Caribbean Development Bank, Investment Guarantee Agency, and African, Caribbean, and 
Pacific Caribbean Forum. 

 

 

7. What other international agreements apply to foreign investment?  
 

• DR-CAFTA (Dominican Republic-Central America-United States) 
• Economic Partnership Agreement between the CARIFORUM States and the 

European Community (EPA). 
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• Trade Agreement between the Dominican Republic and the Republic of Panama. 
• Bilateral Investment Agreement between the Dominican Republic and Chile. 
• Bilateral Investment Agreement between the Dominican Republic and Finland. 
• Bilateral Investment Agreement between the Dominican Republic and France 
• Bilateral Investment Agreement between Dominican Republic and Italy 
• Bilateral Investment Agreement between Dominican Republic and Korea 
• Bilateral Investment Agreement between Dominican Republic and Morocco 
• Bilateral Investment Agreement between the Dominican Republic and the 

Netherlands 
• Bilateral Investment Agreement between Dominican Republic and Panama 
• Bilateral Investment Agreement between Dominican Republic and Taiwan 
• Dominican Republic - Spain Bilateral Investment Agreement 
• Dominican Republic - Switzerland Bilateral Investment Agreement 
• Dominican Republic - Argentina Bilateral Investment Agreement 

 

 

8. Are there any visas, permits or other requirements for foreign individuals entering for 
business purposes?  

 

Depends on the country, but most developed nations are covered by a visa waiver program 
that permits visiting the country with little restrictions. 

 

  

9. Are there any visa waivers or fast-track procedures available for foreign individuals 
entering as investors?  

 

Yes, foreign investors benefit from the investment residency program, created by Decree 
No. 950, which allows foreign investors to obtain definitive residency within 45 days. 

 

 

10. What are the circumstances under which an individual becomes liable to pay tax in your 
jurisdiction?  
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If the individual stays more than 183 days in a year in the country or earns a Dominican 
based income. 

 

 

11. Are there any restrictions on foreign ownership and investment in specific industry 
sectors?  

 

Dominican legislation does not establish limitations or restrictions for the participation of 
foreigners in economic activities, with the notable exceptions of: 

 

-Disposal or waste of toxic, dangerous, or radioactive garbage not produced in the country. 

-Activities that affect public health and the environment. 

-Production of materials and equipment related to national defense and security. 

 

 

12. Does the government retain and exercise control over certain industry sectors?  
 

The government has a strong regulatory role and considers “reserve activity” (requires 
approval) for:  

 

- Banking 
- Capital Markets 
- Mining 
- Fiduciary Activities 

 

In the rest of the economy, it has a regulatory role (with different approaches), but basically 
there’s a “liberty of enterprise” enshrined in the Dominican constitution 
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13.  Are there restrictions on foreign ownership or occupation of real estate?  
 

There aren’t restrictions for foreigners to own real estate. Foreign individuals and legal 
entities may buy, sell, and own real estate, provided they comply with the minimum 
requirements established by law. 

 

 

14. Are there any minimum capital requirements for foreign investment?  
 

No, there aren’t minimum capital for foreign investment. 

 

 

15. Are there any exchange control or currency regulations?  
 

The DR currently does not have any exchange control or currency regulations. 

 

 

16. Are there any restrictions on the importation of commercial goods? 
 

There aren’t restrictions, depending on the item it may need register and comply with the 
established requirements. 

 

 

17. What import duties apply to commercial goods?  
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The Dominican Republic currently has seven different tariff rates (0%, 3%, 8%, 14%, 20%, 25% 
and 40%). In addition, imports of agricultural goods included in the WTO Technical 
Rectification, are subject to higher tariff rates. 

 

 

18. Are the safety regulations and standards applicable to commercial goods compatible 
with standards recognized internationally?  

 

Yes, the country enforces international standards, but it also has domestic requirements for 
some products. 

 

 

19. Are there any similar or equivalent restrictions on providing services into another 
jurisdiction?  

 

No, there aren’t restrictions. 

 

 

20. How is foreign investment into your jurisdiction typically structured?  
 

Dominican law recognizes different type of corporate for doing business in the country, 
regulating among other things, matter relating to the company name, capital, and transfer 
of shares in said corporate forms, as well as administration, supervision, decision-making, 
transformations, corporate mergers, divisions, and dissolutions.  

 

The main companies recognized by Dominican law are: Limited Liability Company (S.R.L.), 
Corporation (S.A.), Simplified Corporation (S.A.S.), Individual Enterprise of Limited Liability 
(E.I.R.L.). 
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21. What are the circumstances under which a business becomes liable to pay tax in your 
jurisdiction?  

 

The business is obligated to pay tax when it has a permanent establishment in the country 
or obtains income categorized as “Dominican sourced”. 

 

 

22. What are the main business tax rates? 
 

The current corporate income tax rate is 27%. 

 

  

23. What is the tax treatment of profits from an investee company remitted outside your 
jurisdiction by an investor?  

 

Profits remitted abroad or paid locally are subject to a withholding tax of 10% as a definitive 
tax payment. Free trade zone entities should also make the 10% withholding on profit 
remittance or dividend distribution. 

 

 

 

24. What transfer pricing and/or thin capitalization restrictions may apply to investments 
into your jurisdiction from elsewhere?  

 

Per the Dominican Tax Code, related-party transactions carried out between Dominican 
companies, regardless of whether the companies are foreign-owned or not, or with 
companies located in areas of low or no taxation, must be carried out in accordance with 
the prices agreed in the transfer of goods or services between independent parties. 
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25. What tax incentive or other schemes exist to encourage foreign investment?  
 

• Incentives for the promotion of solid waste projects; 
• Incentives for the promotion of free zones; 
• Incentives for special border development zone; 
• Incentives for the competitive development of the manufacturing industry; 
• Incentives for the film industry; 
• Tourism incentives for development; 
• Incentives for the development of renewable sources of energy; 
• Incentives to foreign retirees. 

 
 

26. What legal guarantees exist against expropriation and/or provide for appropriate 
compensation?  

 

In the Dominican Republic, investor benefit from a higher degree of protection through 
Investment Promotion and Protection Agreements (IPPAs), they include provisions on 
expropriation and compensation, capital transfers and dispute settlement. 

 

 

27. Are there any issues in relation to the enforcement of intellectual property rights?  
 

There aren’t problems with the enforcement of intellectual property rights, some challenges 
on the “speed” of the judicial process. 

 

Law 20-00 on Industrial Property and Law 424-06 for the implementation of DR-CAFTA, 
constitute the applicable norms to aspects related to industrial property rights registered in 
the Dominican Republic. Furthermore, the agreement on Trade-Related Industrial Property 
Rights, the Paris Convention for the Protection of Industrial Property, and Trademark Law 
Treaty is also applicable in the Dominican Republic.  
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The entity in charge of registering and maintaining these rights is the National Industrial 
Property Office (ONAPI). 

 

 

28. Are there any issues in relation to the gaining and enforcement of judgments and/or 
arbitral awards?  

 

Slow and sometimes locally biased judicial and administrative processes. 

 

 

29. Have there been any significant recent or proposed legal developments affecting 
investors?  

 

There aren’t any significant recent or proposed legal affecting investors. 

 

 

30. Are there any planned or on-going treaty negotiations?  
 

At the end of 2021, the Dominican and U.S. governments held the second high-level bilateral 
dialogue. During the dialogue, President Abinader reiterated his commitment to the 
implementation of a series of institutional reforms that will promote human rights, 
democracy, and transparency of the laws.--- 

 

For more information regarding doing business in Central America, Panama and the 
Dominican Republic you can contact us at info@central-law.com  
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