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THE LEGISLATIVE ASSEMBLY OF THE REPUBLIC OF COSTAR ICA

DECREES:

THE FREE ZONE REGIMEN LAW

CHAPTER 1
FREE EXPORT ZONES
ARTICLE 1-

The Free Zone Regimen is a group of incentivesbamefits granted by the State to those
firms executing new investments in the countrylasg as they comply with the
requirements and obligations established in this dad its regulations. These standing
rules will determine what is understood by new Btaeents in the country. The firms
enjoying the benefits stated in this regimen weél dedicated to the handling, processing,
manufacturing, production, reparation and mainteaasf goods and provision of services
regarding the exportation or reexportation, exdéeptones stated in the articles 22 and 24
of this law. It is known as a “Free Zone” the sithere a group of firms have been
benefited with this Regimen, this will be locateda delimitated and non-residential area
authorized by the Executive Power in order to ogeaa has been established.

The Free Zone Regimen has been granted only &ethons with projects having an
initial new investment in fixed assets of at leasé hundred fifty thousand U.S. Dollars
(US$150.000,00) or its equivalent in the nationatency.

Small businesses associated in order to performjoictly and directly processing
activities for export shall reach the minimum amiooh the investment stated in this
article by the addition of the investment execubgdeach associated firm, according to
regulations established in this law. For purposgsih, it is understood as small businesses
the firms employing a maximum of twenty employees.



Firms qualifying for the Free Zone Regimen shamely with all regulations for
protection of the environment stated by the CostarR legislation and international rules
established for the achievement of a sustainahlelolement of economical activities.

Therefore amended by the article 1, paragraph &}lee Law No. 7830 dated September
22" of 1998.

CHAPTER Il

THE CORPORATION

NOTE: The article 13, paragraph a), concerning tHeaw for the Development of the
Ministry of Foreign Trade and the Foreign Trade Pmoter No. 7638 dated October
30th of 1996 amends the current law in a sensattquotes related to the Corporation
of the Export Free Zone shall be understood as reéel to the Foreign Trade Promoter
(PROCOMER)

ARTICLE 2.- Abolished by the article 13, paragraph a),of the waNo. 7638 dated
October 38" 1996))

ARTICLE 3.- Abolished by the article 13, paragraph a), of thew No. 7638 dated
October 3¢, 1996)

ARTICLE 4. - The Corporation (*) is empowered to:

a) Encourage development and establishment of FreesZon

b) Recommend, direct and regulate the respective pemhithose firms willing to be
established in the Free Zone in coordination wite torresponding governmental
entities.

c) The Corporation may assume in a temporary ternesadministration of the free zones
in concession when the Free Zone Regimen grantetd®en suspended or revoked.

This paragraph is amended by the article 1, paragh b), Law No. 7830 dated
September 2% 1998..

Ch) Rent properties or land owned or administréigthe Corporation, allowing the firms
to build, have built, to modify at their own expesghe buildings or facilities designed
in order to fulfill all the specific requirementény construction and improvement
performed on the (*) Corporation’s properties aftee expiration of the rental
agreement will become property of the Corporatibat is, if the property owner is
not able to dismantle and take away those tangiates within the established period
of time.

d) Sell properties and land belonging to the Corporafi), for a price not less than the
amount determined in the appraisals performed byGkneral Tax Office for these
purposes..
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e) Coordinate with the pertinent entities the estabfisnt of the mandatory customs,
insurance and health facilities, according to tBgquirements and recommendations
made by the Ministry of Treasury and Health andh®yNational Insurance Institute as
required.

f) Build, contract and coordinate with the respectigevernmental entities, the
construction of facilities and infrastructure andcessary public services for the
accomplishment of all the objectives.

g) This paragraph is abolished by the article 3, paragph a), of the Law No. 7830
dated September 2% of 1998.

h) Establishment of a deposit in guarantee, accortbnghat is stated in the article 9,
paragraph ch) of this law, stipulating that firmsdar the Free Zone Regimen shall be
executed this deposit in the Corporation’s namas Quarantee shall be used by the
Corporation(*) in order to pay off debts contracteg the guarantor with the
Corporation and that have not been liquidated atmfoment of the revoking of the
Executing Agreement.

i) Ensure that firms administrating Free Zones buildldc care centers inside the
respective industrial park in order to take azremployees’ children in ages ranging O
to 5 years old. The park administrators will rém$ service to the firms located inside
the park. Likewise, the park administrators shake efforts to construct recreational
areas in each industrial park for the employees. us

J) Employment of qualified personnel required for aale operation.

k) Execution of any other lawful actions requiredttog fulfillment of its objectives.

(*) NOTE: These powers and duties currently cospond to the Foreing Trade
Promoter PROCOMER, according to the article 13, pgraph a), of the Law No.
7638 dated October 3mf 1996.

ARTICLE 5. - The Corporation (*) is obligated to comply to tinstructions submitted by
the Executive Power regarding the development #&nactéion of foreign investment.
(*) NOTE: These powers and duties currently corpesd to the Foreing Trade
Promoter PROCOMER, according to the article 13, pgraph a), of the Law No.
7638 dated October 3®f 1996.

ARTICLE 6 .- This article is abolished by article 13, paragragat), of the Law No. 7638
dated October 30 of 1996.

ARTICLE 7 .- All the incentives and benefits stated in tlaw | in favor of firms under the
Free Zone Regimen shall be granted to the Coripofa) that will remain also exempted
of the tax payment and other fees that should besatled in any other contract executed by
them.

(*) NOTE: These powers and duties currently corpesd to the Foreign Trade
Promoter PROCOMER, according to the article 13, pgraph a), of the Law No.
7638 dated October 30996.
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CHAPTER 1lI
CORPORATE(*) ORGANIZATION

ARTICLE 8 .- Abolished by article 13, paragraph a), of the LawoN7638 dated October
30" of 1996

ARTICLE 9 .- Abolished by article 13, paragraph a), of the LawoN7638 dated October
30" of 1996

ARTICLE 10.- Abolished by article 13, paragraph a), of the LawoN7638 dated
October 38 of 1996

CHAPTER IV
Relations with other entities

ARTICLE 11.- The Ministry of Public Works and Transportatioiil\give priority to the
improvement of airports, roads, highways and otteenmunication vias that are located
nearby the Free Zones.

ARTICLE 12.- The Ministry of Treasury will be responsible bktvigilance and control
of the fiscal regimen according to the law andetgulations and other fiscal legislation.

ARTICLE 13.- It is declared as Primary Free Zone, the ardesavfirms under the Free
Zone Regimen are installed.

(*) This paragraph has been amended by the artiel 1, paragraph c), of the Law No.
7830 dated September 22 of 1998.

Customs agents will be required only for those afens performed by the firms approved
by the Free Zone Regimen within the national custtarritory.

ARTICULO 14 .- The administrators of the parks and firms uritlerFree Zone Regimen
will provide the assistance and cooperation requbbg the Customs General Office in
order to comply with its responsibilities concegithe inspection and controlling of
materials and merchandise entering and leavingitbe Zones.

Additionally, these administrators will provide tbe Ministry of Foreign Trade and
PROCOMER the cooperation and assistance requiréddsg entities for the performance
of its functions concerning the firms enjoying thenefits granted by the Free Zone
Regimen.

This second paragraph is added by the article 2rggmaph a) of the Law No. 7830 date
September 2% of 1998.
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ARTICLE 15 .- The Ministry of Health will resolve in a periadf twenty working days,
requests for obtaining the health permits for iltesian and operation of firms subscribed
to the Free Zone Regimen. If the period of tinas lelapsed and the Ministry fails to
notify the firm within the above time, the requesil be considered as approved.

ARTICLE 16.- Ownership of scraps, subproducts, and wastes dedaoy the firms
subscribed to the Free Zone Regimen will have pyido the municipality of each area
where said firms are located, as long as they eaimdated at a local or national level and
cause any danger to the population, in these c#sesnunicipalities are authorized to
trade them in a direct way. If scraps, subprodaots wastes can not be treated at a local
or national level will be responsibility of the cesponding firm to give them a suitable
treatment.

When any manufacturer or vendor of goods similath® ones discarded by the firms
under the Free Zone Regimen, consider that thesraats are threatened or harmed by the
handling of the scraps, subproducts and wastedynunicipality, may file a complaint
with the Ministry of Economy, Industry and Commerc&his Ministry will resolve this
quarrel in favor of the claimant when a situatidracclear disadvantage is presented. In
order to resolve these conflicts, the Ministry afoBomy, Industry and Commerce will
dictate the procedure to be followed.

It is amended by the article 1, paragraph d), ofthaw No. 7830 dated Septembe"®2
of 1998.

CHAPTER V
BENEFICIARIES

ARTICLE 17.- Firms subscribed to the Free Zone Regimen wiltlassified as follows:
This first paragraph has been amended by the dei&, paragraph e), of the Law No.
7830 dated September ¥21998.

a) Export manufacturing industries producing, proaagsor assembling for export or
reexport..

b) Export commercial industries, non-producers, whach dedicated only to handle, re-
packaging, or re-distribution of non-traditional nei@gandise and products for export or
reexport.

c) Industries and service firms exporting to indivibluand corporations installed abroad
or providing to firms subscribed to the Free ZomgilRien, as long as , the services are
directly related with the manufacturing processhef firms approved by the Free Zone
Regimen.

d) Banking, Financial and Insurance companies loci@i¢ide free zones are not eligible to
be subscribed to the Regimen and enjoy the benefitdeither individuals or
corporations dedicated to offer professional sewiare eligible of enjoying the
benefits provided by the Regimen.
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This paragraph is amended by the article 1, paragha3) of the Law No. 7830 dated
September 2% of 1998.

Ch) Companies administrating the industrial parksctv are assigned to the installation of
firms subscribed to the Free Zone Regimen, as bmghe parks comply with the
minimum conditions of infrastructure and availalilof services, according to the
regulation of the law. These firms may enjoy tkereptions stated in the article 20, as
long as the industrial park developed may instally dirms under the Free Zone
Regimen. In case of allowing installation of fgmot subscribed to the Free Zone
Regimen, the administrating company will lose sinlcss moment, the exemption
indicated in paragraph g) of the article 20. Iratieih to other exemptions, they will be
reduced in the corresponding proportion as if theye sales performed within the
national customs territory under the terms statetie article 22.

This paragraph is amended by the article 1, paraghae) of the Law No. 7830 dated
September 2% 1998.

d) Enterprises or entities dedicated to the sdienmtesearch for the improvement of the
technological level of the industrial or agroindigtactivity and foreign trade of the
country.

e) Enterprises operating dockyards and dry or floatagms for the construction,
reparation or maintenance of vessels.

ARTICLE 18.- National or Foreign individuals and corporatigresforming activities in
the Free Zones, which are stated in this law aedoties subscribed to the respective
Executive Agreement, may:

a) Introduce, store, display, package, unpackage, faetwe, mount, assemble, refine,
distill, purify, mix, transform and handle all kindf merchandise, products, raw
materials, components, packaging material, contaiaed other commercial objects
assigned for the export and re-export, except tposgucts which importation, trading
or manufacturing are prohibited by the Costa Riean with the exception of articles
22 and 24 of this law.

b) Provide and contract services for the Free Zomasfiand individuals or corporations
located abroad, such as: financing, insurance,psigp expeditors, documentation,
supply, building rental, maintenance and any osleevice suitable for the development
of the Free Zone or the Regimen in general.

The companies dedicated to providing banking oarfaial services shall follow the
regulations by the National Banking System, as ag|llthe current regulations on this
matter.

c) In general, to execute all kind of mandatoryamd for the establishment and start-up
of the Free Zones, as long as, they do not infrorgéhe Costa Rican laws.
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ch) Only in the case when the characteristich@fmanufacturing process or the nature of
the project interfere with the development of thecpss inside the industrial park, the
Free Zone Regimen may be granted to those exportifiseturing companies in order
to be established outside the industrial parkoag ks the initial investment in fixed
assets is of at least two millions of US. Dolldd$$2.000.000,00) or its equivalent in
national currency and the other required regulatim® complied. In order to grant the
Free Zone Regimen outside an industrial park, theistty of Foreign Trade shall
have a favorable statement from the Ministry of abigy. This Ministry shall
communicate the statement within a period of tirh&feeen working days following
the receipt of a copy of the respective requesiterAhe expiration of this period of
time, if a statement has not been informed, thestant from the Ministry of Treasury
will be understood as favorable.

For reasons of availability of labor, transportatiliandling of raw material and for
other duly justifiable reasons previously authatizey PROCOMER, the firms
subscribed to the Free Zone Regimen installedenrtustrial park may locate other
subsidiary plants outside the park under the sammst stated in the Executive
Agreement which authorizes it.

The plant installed in the park shall perform angigant proportion of its total
production in relation with the number of plantstadled outside the park and must be
subject to the criteria stated by PROCOMER regardims matter. In the same way,
all pertinent procedures required for importsas imaterial, machinery and others, as
well as the export of finished product shall befgened in the plant installed in the
industrial park, except for special situations dyistified and authorized by
PROCOMER.

The Free Zone Regimen may not be granted in thatgihs mentioned in previously
paragraphs if the firms do not comply with the esponding financial and customs
controls.

This paragraph is amended by the article 1, paragh f),of the Law No. 7830 dated
September 2% of 1998.
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CHAPTER VI
OBLIGATIONS OF FIRMS

ARTICLE 19.- Beneficiaries of the Free Zone Regimen will have tfollowing
obligations:

a) Keep and record in books and specific reports aizthad by the Corporation (*),
the operations of the firm concerning the goodsoyng exemptions of tax
payments authorized by the Ministry of Treasurjie§e goods are also subject to
the inspection of the Corporation (*) and the ficiahauthorities.

b) Provide to corresponding authorities, the repatpiested regarding the use and
destination of goods imported under this law, af a® allow them to perform
verifications when they determine that it is nseeg.

c) Provide or lend to the official entity free saemplof articles manufactured in
order to be displayed in international fairs whigre country is participating.

Ch)Sign an Operation Contract with the Corporagion

d) Furnish reports regarding levels of employmentestment and national added
value and others stated in the Executive Agreemémth grants the Regimen.
The fulfillment of this obligation is a mandatogguirement in order to enjoy the
incentives stipulated in this law.

This paragraph is amended by article 1, paragrapha the Law No 7830 dated
September 2% of 1998.

e) Utilization of customs declarations, precincts aoither legal or regulatory
instruments for the documentation or control obperations.

This paragraph is amended by the article 2, paragnab) of the Law No. 7830
dated September 221998.

f) The enterprises administrating the parks, the figrented by the Free Zone
Regimen outside the industrial park and the suasidiplants shall establish the
required controls concerning the entering and fegawaf merchandise, contracts
and other rules stipulated in the laws and applécedgulations.

This paragraph is amended by the article 2, paragnab) of the Law No. 7830
dated September 221998.

g) To comply with all the obligations and conditiomsposed to the beneficiaries in
the Executive Agreement granting the Free ZonerRegj the regulations of this
law and the Operation Contracts signed with thep@a@tion(*).

The enumeration of this paragraph has been amendsdthe article2, paragraph
c), of the Law No. 7830 dated Septembef“as 1998.
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(*) NOTE: These powers and duties currently cospond to the Foreign Trade
Promoter PROCOMER, according to the article13, pgraph a), of the Law No.
7638 dated October 30of 1996.

CHAPTER VII
INCENTIVES

ARTICLE 20 .- Firms subscribed to the Free Zone Regimen wijbe the following
incentives, except in the specific circumstancegated bellow:

This first paragraph has been amended by the adidl, paragraph h), of the Law No.
7830 dated September Pf 1998.

a) Exemption of payment of all taxes and consutasfcorresponding to import of raw
material, finished or semifinished products, congus and spare parts, packaging
materials and packing, as well as, other merchandisd goods required for the
operation. When domestic raw materials are availahe firms shall utilize them as
priority, if the General Industry Office determ@ebjectively that both have the same
conditions regarding price, quality and deliveryhditions required by the firms. This
evaluation will be executed if the local manufaetuof the raw material presents the
respective request before the General Industryc@ftafter the benefit of the Free Zone
Regimen has been granted to the firm in question.

c) Exemption of all kind of taxes and consular fedsaing the import of machinery and
equipment and the respective accessories and ppai® as well as, the import or
vehicles required for the operation, manufacturinggnagement and transportation.
The automobiles and automobile parts that mayxbempted are the following:

Chassis with a single cabin with one or two tonkatl capacity.
Trucks or truck chassis.

Pick up trucks with one or two tons load capacity.

Vehicles with a minimum capacity of fifteen passensg

These exemptions will be subject to the complel@lfoent of the Executive Agreement
granting the respective exemption.

Machinery or equipment imported duty free five asrenyears prior may be transferred, re-
destined or placed in the national customs teyrii@ely, without payment of any tax.
Vehicles purchased by the firms subscribed to Rlee Zone Regimen may circulate
within the national territory after obtaining thereesponding permits submitted by the
respective authorities.

If persons operating inside the national custonrgdey purchase these vehicles, they shall
pay all the corresponding taxes, as well as, trester and nationalization charges must be
cancelled taking into account the time lapsed stheeintroduction of the vehicle into the
country and without enjoying any exemption acaagdo the previous paragraph..
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It shall be understood that if a person purchasinghicle from a firm subscribed to the
Free Zone Regimen enjoys a free tax status for aupbrchase, he/she may enjoy the
exemption provided.

d)

Exemption of all taxes and consular fees imposethenmport of fuels and lubricants
required for the operation of these firms. Suckxamption will be granted only when
these products are not manufactured inside thatgowith the quality, quantity and
delivery conditions required. In order to importeth, the Ministry of Economy,
Industry and Commerce will grant a previous augaiion and formulate a reasoned
statement in a maximum period of time of fifteerrkiog days.

This paragraph is amended by the article 1, paraghah) of the Law No. 7830 dated
September 2% of 1998.
ch) Exemption of all taxes related to the exportesexport of products. This exemption

d)

e)
f)
9)

will be granted for the re-export of the manufaicty machinery and Free Zone
equipment, entering under the regulations statedisiaw.

Exemption for a period of time of ten yearscsithe start-up of the operations, from
taxes on capital and assets, property and rededstasfers.

Exemption from sales and consumer’s tax on purchasgoods and services.
Exemption from all kind of taxes on remittancesoeaiot.

Exemption from all taxes on profits, as well as atlyer tax determined in relation
with gross or net incomes, dividends paid to thareiholders or incomes or sales,
according to the following differentiation’s:

1.- For firms installed in areas of “ greater refatgrowth”, the exemption will be one
hundred percent (100%) for a period of time of eiygars and fifty percent (50%) for
the next four years.

2.- For firms installed in areas of “minor relatigeowth”, the exemption will be one
hundred percent (100%) for a period of time of tweeyears and fifty percent (50%)
for the following six years.

Terms will be considered from the start-up datehef manufacturing operations by
the beneficiary firm, as long as the terms in goastio not exceed two years upon
the publication of the respective Executive Agreeime

Exemptions stated in this paragraph will not be liapple when potential
beneficiaries may deduct in their countries of iorithe taxes exonerated in Costa
Rica

In order to determine “area of relative greatemanor growth” the Corporation shall
comply with the definitions provided by the Minitof National Planning and
Economical Politics regarding this issue.

This paragraph has been amended by the article arggraph h), of the Law No.
7830 dated September Pdf 1998.
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h) Exemption of all taxes and municipal permits fopexiod of time of ten years. The

)

K)

companies referred in this article shall pay thanitipal services utilized. In this case,
the respective municipality may charge up to twibe amount charged by the
established law regarding these services. Honyvekie firms installed in the Free
Zone are authorized to contract these servicesamgtother individual or corporation.
Exemption of all taxes on import and export of coenonal or industrial samples, upon
authorization from the Corporation(*).

For a better development of their operations, thasf subscribed to the Free Zone
Regimen may freely perform all types of transadionand contracts in foreign
currency, in that case, the corresponding paynsdrdahl be necessary made in this type
of currency, in what concerns to international $aations or those executed with the
other firms established under the Free Zone Regimen

Firms subscribed to the Free Zone Regimen will ypjofree possession and handling
of foreign currency acquired according to whattetesd in the previous paragraph or
obtained from normal activities and will not hawe abide by foreign exchange
regulation. The Central Bank shall establish ali@gn regarding this benefit and the
activities deriving from it. This regulation witle a mandatory requirement in order to
be eligible of enjoying this benefit.

When national currency is required by these firtlhe,transactions must be executed by
the authorized commercial banks, the foreign cuwyeprovided by the firms will be
converted into national currency.

Firms established in the Free Zones located insaoédminor relative growth”, as
defined by the Ministry of Foreign Trade and presiostatement submitted by the
Ministry of National Planning and Economic Pokticwill be eligible to receive a
bonus equivalent to ten percent (10%) of the tetah paid for salaries during the
immediately preceding year, once the amount paitheoSocial Security Office (Caja
Costarricense de Seguro Social) has been deductétbsee salaries and according to
the payroll certification submitted to the Sociac8rity Office. These firms may
request the benefits granted by this law withinesiqul of five years following the
publication of this paragraph. The benefit vadl granted for five years and will be
decreased in two percent per year until its exipinain the last year. This bonus will
be issued against the national budget under théitcmms determined by the regulation
of this law.

This paragraph is amended by the article 1, paraghah),of the Law No. 7830 dated
September 2% of 1998.

The Executive Power will include an entry in thmnaal budget for a total amount of forty
million colons (C40.000.000) for the first year thfe execution, this amount will be
adjusted each year according to a percentageasern@ the total amount of the payrolls
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submitted by the eligible firms in order to receities bonus during the immediate previous
year.

If the annual amount of this entry is depleted,réggiests not been covered may be granted
the benefit in the following fiscal period.

The issuing procedure and the conditions relateatigdonus herein granted will be stated
in the law regulation.

This paragraph is amended by the article 1, of thew No. 7467 dated December'20f

1994.

[) The export manufacturing firms granted with thed=Zone Regimen, which have been
operating for four years under said Regimen antwfilareinvest in this country may
receive an additional exemption of the income taynpent according to the following
items:

1.- If the reinvestment exceeds twenty five (25%)the original investment, the
exemption will be granted for an additional year.

2.- If the reinvestment exceeds fifty percent (508b)the original investment, the
exemption will be granted for two additional years.

3.- If the reinvestment exceeds seventy five pdr€&Po) of the original investment,
the exemption will be granted for three additioyesdrs.

4.- If the reinvestment exceeds one hundred per¢200%) of the original
investment, the exemption will be granted for fadditional years.

The additional exemptions will be of a seventy fparcent (75%) of the income tax to be
paid. Additional exemptions herein granted willdffective after completion of eight years
of operation, without having any interference wilie exemption corresponding with the
final period of four years originally granted, whiwill be effective once the period of the
original exemption herein regulated is expired.case of firms installed in areas of “minor
relative growth”, the additional exemption grantsil be effective once the twelve year
period of operation is expired, without having anyerference with the exemptions
corresponding to the final period of six years io@dly granted, this will be effective once
the period of the additional exemption expires. e Tieinvestment responsible of the
additional exemption must be completed after thetfoyear and before the eight year
period of operation initiates under the protectioihthe Free Zone Regimen. The
additional exemption only may be granted to firmsrfgrming and initial original
investment in fixed assets of at least two millids$. Dollars (US$2.000.000,00).

This paragraph is added by the article 2, paragraph of the Law No. 7830 dated
September 2% of 1998.

Firms indicated in paragraph b) of the article 1lf mot enjoy the exemptions established
in the paragraphs f) and g) of this article. Wloere of the firms mentioned in other
paragraphs of the article 17, different from thichke b), execute commercial activities in
the same proportion , the income tax exemptionalleduced according to the regulation
established in this law. The execution of comnaractivities by non-commercial firms
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under the Regimen, will be identified only as coempéntary and not as main activities and
will require from a previous authorization by PROKIER.

This final paragraph is included by the article aragraph c), of the Law No. 7830
dated September 30of 1998.

(*) NOTE: This powers and duties currently correspd to the Foreign Trade Promoter
PROCOMER, according to the article 13, paragraph, af the Law No. 7638 dated
October 38 of 1996.

ARTICLE 20 bis.- The Free Zone Regimen will not be granted to viddials or
corporations in order to operate or develop a cowyma project with investment already
enjoying the benefits granted by the Regimen; aliengh this has been subscribed by a
different individual or corporation. Exception nche executed by proving that there is a
new project or for exceptional situations when nlag¢ure and magnitude of the additional
investments may justify it. All of these must berfprmed in the judgement of the
Ministry of Foreign Trade and in compliance witke tregulation stipulated in this law.

This article is included by the article 2, paragrhpd), of the Law No. 7830 dated
September 2% 1998.

ARTICLE 21.- In addition to the fiscal incentives previouslgmioned, the established
firms under the Free Zone Regimen may request @octhirresponding administrating
Corporation(*), the following benefits:

a) Training Assistance coordinated by the Natidmaining Institute (INA), for employees
and aspiring employees of the firms establishdternFree Zones.

Firms installed in Free Zones in areas of minaatreeé growth may be subscribed to the
national program for the development of employnmsnthe Ministry of Labor in order to
train and provide job to unemployed, subcontragtedziduals and persons in low income
areas, according to what the regulation preparedtty Ministry of Foreign Commerce
along with the Ministry of Labor states.

The Ministry of Labor and the firms will subscrib@ agreement that must be adjusted to
the following items:

1.- Training or re-training will be for a period tfme of three months that may be
extended for an equivalent period according to domplexity or the process and
depending on the judgement of the Ministry of Labod previous statement issued
by the Ministry of Foreign Trade.

2.- Training will be in charge of the firm enjoyintigis benefit, providing the facilities,
machinery and equipment required by the apprenti@eurses will be supervised by
the Training National Institute according to theagaments established in the
respective agreement.
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3.- The Ministry of Labor will grant the apprentieemonthly allowance charged to
the Program funds during the period of trainingae mmount of this allowance will
be equivalent to a monthly minimum salary. Becails® benefit is related to the
technical development, the payment will not causg labor relation and any other
legal affairs

4.- The firm shall be obligated to contract the repfice once he/she is trained, as
long as the apprentice is suitable for the posi#iotording to the terms established in
the respective agreement.

Paragraph amended by the article 1 of the Law Nd67 dated December 2mf 1994.

b) Assistance for selection of personnel to be egga by these firms. Selection activities
will be coordinated by the Training National Ingté and the Ministry of Labor, labor
groups and other local and government entities.

c) Assistance and advice regarding requiremendsnacessities with governmental and
private entities.

ch) Assistance concerning housing and educaticgedsi for their employees and families
through the coordination with the respective pubhtities.

(*) NOTE: These powers and duties currently corpssxd to the Foreign Trade
Promoter PROCOMER according to the article 13, pgraph a) of the Law No. 7638
dated October 30 of 1996.

ARTICLE 22.- Firms subscribed to the Free Zone Regimen, exbepbnes indicated in
the paragraph b) of the article 17, may introdutde the national customs territory up to
twenty five percent (25%) of their total sales, mg@complishment of requirements stated
in the regulation of this law. In the case of #rmdicated in the paragraph c) of the article
17 the maximum percentage will be of fifty percés%).

Goods and services coming from outside the cowaridyintroduce in the national market
will be subject to taxes and customs procedureangfsimilar import. Additionally, the
percentage of exoneration of taxes on import oflmmery, equipment and raw materials
and taxes on incomes will be reduced in the sarmopgption of the value of goods and
services introduce into the national customs tawiin relation with the total value of sales
and services of the firm, according to the regatatf this law.

Amended by the article 1, paragraph i) of the LawoN7830 dated September ™32 of
1998.

ARTICLE 23.- National companies providing to firms establishedhe Free Zones
services , national raw material, products, partsommponents which are partial or totally
manufactured in the country will be exempted & gayment of sales and consumer’s
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taxes in these transactions. Additionally, satexle by national companies to firms
subscribed to the Free Zone Regimen will be consttias exports and those national
companies holding CATS or other export incentiveayncash them in for the amount
corresponding to the sale.

ARTICLE 24.- All the materials, goods, products, vehicles,ipopent and machinery
imported or produced in the Free Zones accordintpéoprovisions of this law, may be
sold, interchanged and transferred among the fesstablished under this Regimen upon
authorization by the Corporation (*). Firms sulised to the Free Zone Regimen under
the classification of the paragraph a) of theckatil7, may subcontract in the national
customs territory or with the firms under the Regn part of their production or their
production process, strictly in accordance with ds¢ablished regulation related to this
matter.

Also, the firms under the Free Zone Regimen magodhice into the national customs
territory, machinery, vehicles or equipment origing in Free Zones, as long as this is
performed with the purpose of reparation and maodlifon of said goods.

To that effect, the General Customs Office wikmra respective permit, once a customs
deposit has been made in order to guarantee teetng-of said goods into the Free Zone
or in other cases the payment of the corresponidixgs. In the event of these goods not
re-entering the Free Zone, the payment of theedse duties must be executed.

This law’s regulation will establish requirementsnditions and control rules regarding
the sale of goods and services between firms ergothe benefits from the Free Zone
Regimen and firms subscribed to other special itngnad export Regimens.

This final paragraph is included by the article Zaragraph e) of the Law No. 7830
dated September 20of 1998.

(*) NOTE: These powers and duties currently cospgond to the Foreign Trade
Promoter PROCOMER, according to the article 13, pgraph a) of the Law No. 7638
dated October 30 of 1996.

CHAPTER VIII
Procedure for granting the Regimen

ARTICLE 25 .- The individual or corporation interested in lgeigligible for the granting
of the Free Zone Regimen under the classificaticemyg of the categories appointed in the
article 17 of this law, must submit the respectreguest to the Corporation(*), duly
authenticated by a public notary along with dethinformation concerning the pollution
produced by the process and its scraps, as wellrgspther document requested by the
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Board of Directors of the Corporation (*), all dfetse in compliance with the instructions
submitted by the Corporation (*) for this purpose.

(*) NOTE: These powers and duties currently corpssxd to the Foreign Trade
Promoter (PROCOMER), according to the article 13rpgraph a) of the Law No. 7638
dated October 30 of 1996.

ARTICLE 26 .- The Corporation (*) will evaluate the request anformation submitted,
upon verification that said request is complete aiil deliver its recommendations to the
Board of Directors that will proceed to resolveat, the latest, in the ordinary meeting
following the receiving of the evaluation or in extraordinary meeting upon the approval
of four of their members. If the information istrmomplete, the Corporation (*) should
communicate the interested party of pertinent r&mand observations within eight
working days since the receipt of the request. €Otite requirement has been
accomplished, the established procedure will Hevied.

The Corporation (*) will request, when it considguitable, the specialized advice to the
different government entities in order to have eidveanalysis of the firms’ request.

(*) NOTE: These powers and duties current corresjoling to the Foreign Trade
Promoter PROCOMER according to the article 13, pgraph a) of the Law No. 7638
dated October 30of 1996.

ARTICLE 27 .- If the recommendation or advice is accepted,Bkecutive Power will
approve it through an agreement containing thestdetermined by the regulation of this
law.

ARTICLE 28 .- Abolished by article 13, paragraph a) of the LawoN7638 dated October
30" of 1996..

ARTICLE 29 .- Abolished by the article 13, paragraph a) of thew No. 7638 dated
October 3¢ of 1996..
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CHAPTER IX
Sanctions and cancellation of the Regimen

ARTICLE 30 .- If any of the infractions referred to in artid@ of the current law happen
to be punishable by the law, the Ministry of Foreiyade will advice all the facts to the
Public Ministry in order to take and execute thdipent legal actions.

ARTICLE 31.- Abolished by the article 3, paragraph b), of the waNo. 7830 dated
September 2% of 1998.

ARTICLE 32.- The Ministry of Foreign Trade may impose a fine tapthree hundred
times of a minimum salary, according to the daén stated in the article 2 of the Law
No. 7337 dated May of 1993, it may eliminate omeseveral incentives stated in the
article 20 of this law for a period of time thahges from one month to a year or the Free
Zone Regimen may be revoked without responsikititythe State to the beneficiary firms
incurring in any of the following infractions:

a) When false documentation has been submitted inrégeests needed for the
granting of the Regimen.

b) When a company fails to start up operations intiime period set forth in the
Executive Agreement.

c) When a company disregards the new levels of invastnemployment, national
added value and others stipulated in the respeEtteeutive Agreement.

d) When a company fails to submit in the time peritigutated in the Executive
Agreement the annual activity report and any otheport requested by
PROCOMER or by the Ministry of Foreign Trade. Haglin the presentation of
the annual report within the period of time esttidid for this purpose will cause
the automatic suspension of all benefits grantedth®y Regimen until the
complete report is submitted.

e) Performance of sales in the local market witholfilliment of the requirements
appointed in the article 22 of this law.

f) When a company fails to pay the corresponding teetlie utilization of the
Regimen within the period of time established.

g) When a company fails to make a guarantee depgsitiaied in this law or when
a company fails to renew this deposit before ttpration date.

h) To stop operations or abandon their facilities withprevious authorization as
indicated in the regulation of this law.

1)  When the company, its shareholders, directors, @epk or representatives have
been sanctioned due to firm’'s activities, througtiren legal resolution for
incurring in administrative, customs, taxable artydcustoms infractions. In this
case, the imposing of fines do not proceed, butréweking of the Regimen
proceeds when incurs in severe or repeated infrestin the judgement of the
Ministry of Foreign Trade.
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j) When shareholders, directors, employees or repiasess of a beneficiary firm
have been sentenced in relation with the firm8vaes, through a firm legal
resolution for incurring in customs and tax crimés.this case imposing of fines
will not proceed, but the revoking of the Regimeageeds when incurs in severe
or repeated infractions in the judgement of theidig of Foreign Trade.

k) When the company has ceased payments or has belanedein bankruptcy for
preventive agreement or administration by legarirgntion.

[) Any other unfulfilment concerning pertinent obligas according to the law,
regulations and operation contracts.

m) Handling of scraps, subproducts and wastes witfutfiitment of statement in the
article 16 of the law and its regulation.

n) Use or destination, in a different manner, of wigtstated in the Executive
Agreement corresponding to machinery, equipmeticles, raw materials, semi-
finished products and any other goods acquirechbyfitms under the incentives
granted.

1) Unfulfillment of safety and control regutais established in the regulation of
this
law by the firms in charge of thevelepment of industrial parks.

In order to determine an applicable sanction, ttegmiude of the infraction and its
repetition will be taken into account, as well s tlegree of the fault by the company’s
employees or representatives; when it concerrfsés, the volume of the company’s
income will be accounted.

The Ministry of Foreign Trade may grant for a nmxm period of six months, a
precautionary suspension of the incentives and fitersgated in this law, during the
administrative procedures or legal investigationgesgioning the legality of the activity
performed by a firm subscribed to the Free ZongiRen, of related firms or its
respective shareholders, directors, managers oegeptatives. Neither the precautionary
suspension nor the elevation will pre-judge onfitha&l resolution concerning the pertinent
administrative procedure or legal process.

The Ministries of Foreign Trade and Treasury wétefrmine the coordination mechanisms
necessary for a more suitable and efficient aptinaof all controls and sanctions to the
firms subscribed to the Free Zone Regimen.

The amount generated by the fines establisheckiarticle will be distributed as follows: a
fifty percent (50%) to PROCOMER and a fifty perc€t0%) to the municipality of the
area where the beneficiary company is located.

Against the imposition of the foreseen sanctionghis article, a reinstatement appeal may
be filed within the five working days following theotification of the corresponding
resolution, consequently the legal means will bagetely terminated.

The resolution imposing a fine will be an executiaetion against the infractor and
PROCOMER will have all the legal rights to procéeexecute the charge.
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Amended by the article 1, paragraph j), of the Lawo.. 7830 dated September"22f
1998.

ARTICLE 33.- Once the Executive Power is been acknowledgddang infraction
indicated in the article 32, will proceed to subthié corresponding information and after
that, will give audience for a period of three wiackdays to the infringing company so
that it may offer its acquitting proof, which whle evaluated during the following eight
working days. The Ministry will submit the resoli within the following fifteen working
days upon the receipt of the proof.

The statement of cancellation of the Free Zone iRegiwill be notified to the infringing
company, and the company may file a claim withia fibllowing three working days upon
the notification. The claim will be filed directiwith the corresponding Ministry, who
shall communicate the resolution within eight warkidays of receipt. If the claim is
rejected, the administrative course is completetgcated and shall proceed to the
publication of the Executive Agreement revoking tbacession.

CAPITULO X
Final Provisions

ARTICLE 34 .- Regulations referred to the current law shall gtemulgated by the
respective  entities in a period of time not edieg ninety days upon the publication
date.

ARTICLE 35.- The Corporation is not subject to the followiregvk: Law No. 6821,
Budgetary Authority Law and its amendments datetber 14", 1982 and the Law No.
6955, Law for the Financial Equilibrium of the PigbSector and its amendments dated
February 2%, 1984, as well as the article 29 of the Law N&%2National Planning Law
and its amendments dated Ma¥f,21974; and consequently the decrees, resolutions,
agreements or directions based upon these laws.

(*) NOTE: These powers and duties currently cospond to the Foreign Trade
Promoter PROCOMER, according to the article 13, pgraph a) of the Law No. 7638
dated October 30 of 1996.

ARTICLE 36.- The operation of dry and floating dams insithe Caldera Port is

authorized under the Free Zone Regimen establishéais law. The Executive Power
will oversee directly the operation of said dammagttmay be executed by the Ministry of
Public Works and Transportation, Costa Rican Radfprts Institute or through a
concession granted to a private company with théhoazation of the General

Comptroller’s Office.
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ARTICULO 37.- The companies in charge of the administrationndistrial parks will
assign a place for the employees in order to hadtimgs and assemblies; additionally this
place will be kept in good conditions. To atteidde activities, free access will be
permitted to the employees’ representatives inegoirk.

Article hereby is added and the enumeration of tfelowing articles is transferred by
the article 2, paragraph f, of the Law No. 7830 datSeptember 32 of 1998.

ARTICLE 38.- The following laws are hereby annulled: Law Ne©95, the Export
Processing Zones and Industrial Parks Law, datezbidber 18, 1981; Law No. 6951
dated February 1% 1984 (it amends the article 18 of the Maritime@hLaw number
6043 dated March"?, 1977 and the articles 2, 10 and 12 of the LaWdort Processing
Zones and Industrial Parks number 6695 dated Deseh, 1981) and the article 10 (**)
of the Law number 6999 dated August"28985 (extension of a series of transitory
provisions in order to transfer resources belonginthe public entities and companies to
the Costa Rican Government and temporary destmafisome taxes).

This article is amended by a List of Errata puldied in the official newspaper the
Gaceta No. 5 dated January"&f 1991.

ARTICLE 39 .- Effective upon publication.
Transitory Provisions

TRANSITORY PROVISION 1. - The current members of the Board of Directord wil
remain in their positions for six months upon thiblcation date of this law. Once this
term expires, the new Board of Directors will iate functions.

TRANSITORY PROVISION II .- The Corporation (*) is authorized to administraie
Free Zones of Moin, in Limén and Santa Rosa, int&enas as long as the concession for
the management of these zones has not been granted

(*) NOTE: These powers and duties currently corpssxd to the Foreign Trade
Promoter PROCOMER, according to the article 13, pgraph a), of the Law No. 7638
dated October 30 of 1996.

TRANSITORY PROVISION IlI .- The firms subscribed to the Free Zone Regimeheat
moment of the publication of this law may, upon rsitbing of pertinent documents,
request that the Corporation (*) provide benefitd acentives stipulated in this law. For
these purposes, they may comply with all new obibgs established in the law in a period
of time not exceeding sixty working days upon tffeaiveness of the law that must be
detailed for each case in the new Executive Agezgm
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(*) NOTE: These powers and duties currently corpssxd to the Foreign Trade
Promoter PROCOMER, according to the article 13, pgraph a) of the Law No. 7638
dated October 30 of 1996.

TRANSITORY PROVISION IV. - The Ministry of Labor is authorized to oversée t
National Development Program for Employment, thdigaltions contracted, before the
effectiveness of this law with companies instaliecareas of minor relative growth and
which are derived from the application of this Reog.

It is added by the article 2 of the Law No. 746 7tetd December 2Dof 1994.
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NOTIFY THE EXECUTIVE POWER

Legislative Assembly.-San José, the twenty second day of the month eEMber of
nineteen ninety

Juan José Trejos Fonseca
President

Ovidio Pacheco Salazar Victor E. RejHidalgo
First Secretary Secretario Second Secrgta

Presidency of the Republic.- San José, the twdnmtgt day of the month of November of
nineteen ninety.

Execute and publish

R.A. CALDERON F.- The Ministries of the Presiden&gdolfo Méndez Mata, Treasury,
Thelmo Vargas Madrigal, Economy, Industry and Caroe, Gonzalo Fajardo Salas and
Foreign Trade, Roberto Rojas.

NOTE: The article 4 of the Law No. 7380 dated Septeer 229 of 1998 states the
following:

“ The Ministry of Treasury, by means of a regulatistated along with the Ministry of
Foreign Trade, may exempt some specific procedetated to permanent and temporary
import and export regimens to the firms operatingar the Free Zone Regimen, taking
into consideration the characteristics of this iReg with the purpose of adapting the
operations of the Free Zones to the service usersgssities.”

Reviewed on November 8®f 1998 J.C.

Ratification November 2% of 1990

Effective December 4of 1990

Publication December 12 0of 1990
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