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October 30, 2013

Sanjeev Gupta

Director

Fiscal Affairs Department
Intemational Monetary Fund

Dear Mr. Gupta

Improving fiscal transparency has been a priority of the Costa Rican authorities over the last few
years. Since 2010, Costa Rica has signed 15 tax information exchange agreements, and has
strengthened its fiscal transparency practices with the approval by Congress of a law that provides
access to taxpayers' financial information. Also, Costa Rica was the first country in the Central
American region to ratify the Multilateral Convention for Mutual Administrative Assistance on Fiscal
Matters made available by OECD, a multilateral agreement on tax information exchange including
more than 40 countries.

In 2013 participated in a pilot program for the application of a new methodology under IMF's Report
on the Observance of Standards and Codes (ROSC) in the area of Fiscal Transparency. This
report assesses progress and provides recommendations on three main dimensions of fiscal
transparency: fiscal reporting, fiscal forecasting and budgeting, and fiscal risk analysis and
management. At the same time that the report identifies the strengths in Costa Rica's fiscal
transparency practices, it also makes reference to weaknesses and provides recommendations to

address them.

In response to these recommendations, the Ministry of Finance has prepared an action plan that
addresses most of the recommendations provided in this report over a period of 5 to 8 years. The
main elements of this action plan include:

a) Adopting intemnational accounting standards as well as GFSM 2001, initially at Central
Government level, and progressively extending them to the rest of the public sector over
the next eight years. The action plan also includes the development of a single database
that centralizes all fiscal statistics and ensures consistency between different data sources,
and the preparation of
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intra-annual budget reports that includes revision to end-of-year outlooks for the Central
Govemnment,

b) Improving the medium-term budgetary framework and debt sustainability analysis in terms
of stating medium-term numerical targets, explaining changes to the forecasts, and
establishing direct links between the National Development Plan’s programs and the
budget.

c) Strengthening the analysis and reporting on fiscal risks, including information on public
debt, public corporations, debt guarantees, contingent liabilities, concession contracts,
natural disasters, financial institutions, municipal govemments, and social security and
heaith.

We look forward to continued coliaboration with the IMF in further strengthening Costa Rica's fiscal
transparency practices.

Sincerely, ; Ay

‘M %/ Minister of Finance
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