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This text attempts to briefly explain the basics of the “Luxury Home Tax” in Costa Rica, as introduced by Law
8683. The reader, owner of real estate in Costa Rica, will be able to better understand the tax and use this
guide as a “litmus test”; after which, depending on the result, will know whether further actions should be
taken or if no action is needed. This document should not be considered legal or tax advice. It does not
replace direct consultation with, or advice from, tax experts.

If you have doubts of comments please feel free to forward those directly to our Real Estate Practice
coordinator, attorney Luis Diego Castro at Ldcastro2 @castropal.com

The Law

Law 8683 (the Law) was enacted by the Costa Rican Congress on November 19, 2008. It entered into effect
October 1, 2009 and will be in effect until October 1, 2019. Other relevant legal instruments for the
implementation of the Law are its bylaws, approved by Executive Decree 35515-H of September 18, 2009;
Tax Office (Direccion de Tributacion) Rules 029-2009 and 030-2009; as well as guidelines for the appraisal of
buildings and land in force by the Tax Office.

The purpose of the Law is to tax “luxury homes” in Costa Rica for 10 years to empower the Costa Rican
government programs to provide homes to families in extreme poverty.

16 Quick Answers

1) What is a “Home” for the Tax purposes?

A “Home” is any dwelling in Costa Rica used in a permanent or occasional manner or as a
recreational home.
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2)

3)

4)

What value determines the home as “Luxurious”?

For the Tax purposes, a “Luxurious” dwelling is such in which the “building value”, excluding land
value and including permanent fixtures, is more than CR¢100,000.000.00 (One Hundred Million
Colones) (approximately US$175,300.00 but the exchange rate to use should be one in effect on
January 1%). To determine the “building value” a specific procedure should be followed. In the
case of condominiums the “building value” should exclude the value of the common areas.

How do I calculate the “building value” to decide whether my dwelling is exempted or not?

This determination should be made by an expert appraiser, complying with the parameters of the
“Manual de Valores Base Unitario por Tipologia Constructiva”.

Nevertheless, you are able to perform a quick “Litmus Test” to determine whether you should even
consider getting an appraiser involved. Simply multiply the total number of built square meters in
your dwelling by the price per square meter in the following paragraph, depending on the quality of
the construction. This test does not consider deterioration nor depreciation; variables that would
be considered by the expert appraiser.

According with the Manual cited above, wooden constructions, depending on their finishes and
characteristics, have a value per square meter that goes from US$182.00 (very basic) to US$470.00
(very well finished). Concrete dwellings go from US$182.00 (very basic, no finishes) to US$783.00
(the most luxurious available). Most regular residencies in upscale neighborhoods in San José are in
the US$470.00. This considers nice finished walls, dry board or similar ceilings, metal roof
structures, well finished gutter systems, ceramic or fine wood floors, 3.5 bathrooms with a well
finished master bathroom, nice woods, design, large windows, etc.). Unless this description differs
drastically from your dwelling it is safe to use the US$470.00 to multiply by the number of square
meters and decide by yourself if the exempted US$175,300.00 is exceeded. If it is you should
consider contacting an expert appraiser or at least going through the detailed valuation process
described in the Manual; a copy of which is available at:

http://dgt.hacienda.go.cr/formularios/Nuevos%20formularios%20informativos/Documents/Manua
1%20de%20Valores%20base%20unitarios%20por%20tipologia%20constructuva.pdf

The document is only available in Spanish, and pages 27-43 describe single building dwellings.

If the value of the construction is under ¢100,000,000 should I do anything?

No. If the value of the construction is under the exempted amount nothing should be done. No
form should be filed. We recommend clients to keep a file with their calculation or assessment, in
case the Tax Office opens a case to review the matter. It is important to remember that if the value
of the construction increases at any time, due to improvements or remodeling, the same exercise
should be done again and, if the value is over the exempted value, the forms should be filed and
payment made within the first 15 days of the following January.
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What if our property is in the name of a corporation?

The individual with legal representation in the corporation should be the one filling in the forms
and taking over responsibility of the process before the Tax Office.

What if there is more than one owner?

The co-owners should jointly file the form. In case a co-owner is not available or is unwilling to file
the form, the remaining should declare the total value of the dwelling.

What if there are several independent dwellings in the same property?

As long as each unit or dwelling is independent, the tax base should be calculated for each one
independently, adding to each the value of the common areas.

What if our property is located in a property where no title is issued?

The Law explicitly includes dwellings in non-titled areas, like permit holders and simple possession
in maritime zones, reserves or protected areas, taxable, as long as they comply with the main
requirements in 1 and 2 above. The Law further justifies that the category of tax payer does not
necessarily implies a qualification as to the title. This specific taxation has been considered unique
by several. Some have argued that having paid the “luxury home tax” should necessarily have
some weight in a future dispute with authorities; if not to obtain recognition of the title at least to
attempt the recovery of the fiscal value and as proof of the amount of damages in case of
demolition orders.

What is the tax-base or value upon which the Tax will be calculated?

The tax base is the value of the dwelling, including the “building value” and the “land value” on
which the building is located. Pools, garages, docks and similar fixed structures, when forming an
integral part of the dwelling, should be included. To calculate the “land value” the Tax Office-
issued the document known as “Guia Técnica para la Elaboracion de las Plataformas de Valores de
Terrenos por zonas Homogéneas” should be used. The “land value” should only include the land on
top of which the dwelling is sitting; and not the total area of the titled property. To calculate the
“building value” the Tax Office-issued document known as “Manual de Valores Base Unitario por
Tipologia Constructiva” should be followed.

What is the tax rate?
Dwellings with a “building value” of CR¢100,000,000 of lower are exempted from the Tax.

Dwellings with a “building value” over CR¢100,000,000 should pay the Tax using the following
rates, taking as tax base the value indicated in paragraph 3 above.
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VALUE RATE
a) Up to ¢250.000.000,00 0,25%
b) Over the excess of ¢250.000.000,00 and up to 0,30%
¢500.000.000,00
c) Over the excess of ¢500.000.000,00 and up to 0,35%
¢750.000.000,00
d) Over the excess of ¢750.000.000,00 and up to 0,40%
¢1.000.000.000,00
e) Over the excess of ¢1.000.000.000,00 and up to 0,45%
¢1.250.000.000,00
f) Over the excess of ¢1.250.000.000,00 and up to 0,50%
¢1.500.000.000,00
g) Over the excess of ¢1.500.000.000,00 0,55%

When should the Tax be paid?

The tax period goes from January 1* to December 31*" The tax should be paid every year on or
before January 15th, paying the tax of the previous year. For 2009, since the law entered into effect
in October 2009, the Tax should be paid for the last 3 months of the year, no later than December
31% 2009.

What if the Tax Office determines that the declared value should have been higher?

If the Tax Office determines that the declared value is 10% lower than it should have, the taxpayer
will be fined 5 times the amount of the unpaid tax.

What other documents need to be filed?

The owner needs to file with the Tax Office an electronic form with a “sworn statement” indicating
the value of the dwelling every 3 years, on or before January 15™. For the year 2009 the form
needs to be filed on or before December 31 2009.

What if | do not file the electronic form in time?

If the form is not filed and the Tax Office determines it should have been filed, a fine or penalty fee
of 10 times the tax due should be paid, in addition to the tax, interests and late payment fees may
apply.
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16)

How should the form be filled in, filed and the payment be made?

The Tax Office issued Rule 029-2009 by which it ordered that forms and payment of this specific tax
needed to be made electronically. Registration should be made at the following site
https://www.haciendadigital.go.cr/tribunet/principal.html| Interface is not clean and site

limitations are evident. Payment should also be made electronically, by linking a Costa Rican bank
account with the user. This condition in itself imposes an obligation for the owner of the dwelling
to open a bank account in Costa Rica. As of December 1%2009 non-Costa Ricans were unable to
register as users of the system at the Internet site of the Tax Office.

What should I do if | am still not able to determine if | need to pay the Tax?

The test suggested is a simple guide for those who have the knowledge, ability or information to do
the calculations themselves. If this is not your case you should consult with an expert appraiser
knowledgeable in Luxury Tax valuations. Before contacting him you should have available key
information and documents, like title, building plans, registered survey (plano catastrado), number
of square meters built, characteristics of the construction, like number and type of rooms,
bathrooms and other living areas, construction materials, pictures of the dwelling, type of finishes
and other that may help the appraiser to properly categorize the construction and appraise the
land.

Questions? Do not hesitate to contact our Real Estate Practice area at:

CastroPal Abogados C
Ph.+(506) 2234-8204 p

Fx. + (506) 2234-8337

Ldcastro2@castropal.com

castropal
abogados

DISCLAIMER: CastroPal Abogados has no Tax Law Practice. You should consult with your tax attorney or accountant any tax related issue.
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