DECREE Nº 15.554/96

WHICH REGULATES LAW Nº 523 DATED JANUARY 16th. 1996 “THAT AUTHORIZES AND ESTABLISHES THE REGIME OF DUTY FREE ZONES"  

Asunción, November 29th. 1996. -  

THE PRESIDENT OF THE REPUBLIC OF PARAGUAY

DECREES:

CHAPTER I

Article 1º. - The Duty Free Zones are areas of national territory inside of which the entry and exit of goods and wares are not reached by economical restrictions; nor are they encumbered by the payment of tributes, except for those that are plainly established in  Law N º 523 dated January 16th 1995. 

Article 2º. - To the effects of these regulations the terms below will be understood as follows:

Customs Territory:  All land, aquatic and air realms subdued to the sovereignty of the Republic of Paraguay, wherein the same tariff and economical restriction systems for imports and exports is applied. Duty Free Areas do not constitute Customs Territory.

Third countries and other countries:  The geographical territory subdued to the sovereignty of other countries.

Consignment: Introduction of goods coming from the Customs Territory or from third countries, to the Duty Free Area.

Exports:  The withdrawal of goods from the Duty Free Zone toward Customs Territory or third countries and the sale of semi-manufactured products to Companies located inside the same DFZ, or in other Duty Free Zones within the territory of the country, with the purpose of completing the production or assembling process and subsequent remittance to Customs Territory.

Article 3º. - Inside Duty Free Zones the entire national legislation will be applied with the exceptions established in Law Nº 523/95 and in the present regulations.  

The competent government entities are allowed to carry out the controls that they deem pertinent, but always in coordination with the National Council of Duty Free Zones.  

Notwithstanding what was before stated, the National Council of Duty Free Zones must coordinate with the legal entities of necessary intervention in  Duty Free Areas, those measures that promote its better functioning and operations, simplifying and speeding up  procedures and shortening legal dealings , making them compatible with the rulings  of  Law Nº 523/95 and  these Regulations.  

Article 4º. - Duty Free Areas must be established in private property areas, wholly fenced in order to guarantee their isolation from Customs Territory, with just one entrance and exit sector.  

The National Council of Duty Free Zones, in agreement with the General Directorate of Customs Bureau, will set the minimum requirements the perimeter fence of Duty Free Zones as well as their entrance and exit sector must fulfil.

CHAPTER II

ABOUT THE ACTIVITIES IN DUTY FREE ZONES

Article 5º. – The following activities can be carried out, separately or jointly with the benefits and exemptions established by Law No 523/95 and these current Regulations within the DFZs:  

a) Commercial,  those in which the Users consign goods destined to their intermediation, and where the goods aforementioned undergo no transformation or modification of any kind,  including the storage, selection, classification, manipulation, and mixture of goods or raw materials;

b) Industrial,  those in which the Users are dedicated  to the production of goods destined for export to foreign countries, through the process of transformation of raw materials
and / or of semi-manufactured products of local or foreign origin, including those that because of their characteristics are classified as assembling; and, 

c)  Services, those in which the Users are dedicated to repairs and maintenance of equipment and machinery.  

All other services provided by the users, destined to the international market could be authorized by the Executive Branch, on proposal of the National Council of Duty Free Zones, in this case the tributary system  established by Chapter VI of the present Regulations, will be applied.

Article 6º. - Retail sales are allowed within Duty Free Areas; subject to the conditions established in these Regulations.

Article 7º. – In Duty Free Zones, it is forbidden to introduce and/or produce:  weapons, gunpowder, ammunition and other material and goods destined for warlike usage and those considered as opposing the best interests of the country.  

CHAPTER III

ABOUT THE NATIONAL COUNCIL OF DUTY FREE ZONES
Article 8º. - The National Council of Duty Free Zones, an autonomous entity whose relationship with the Executive Branch will be carried out through the Ministry of Treasury, will be formed by three Vice ministers nominated by the Executive Branch, the first one from the Treasury Department, the second one from the Ministry of Industry and Trade, and the third one from the Ministry of Public Works and Communications.  

Once the  Duty Free Zones establishment is authorized, the Council will also be formed by a Representative of the Users and another one of the Concessionaires of the Duty Free Zones .  

The  Representative of the Users and the one of the Concessionaires will be elected by their peers through direct vote, summoned by the Representative of the Treasury Department and they will last three years in their positions.  If the aforementioned representatives were not elected this would not prevent the Council from functioning.  A Council Representative will preside over the Assemblies that should meet for the election of Representatives of Concessionaires and Users.

During the first year, since the promulgation of the present Decree, the first authorised Concessionaire as well as the first User will act on behalf of Concessionaires and Users, who will hold their positions  as long as a minimum of two other Concessionaires and two other Users are admitted, so as to hold the previously said elections.   

The Council presidency will be exercised by its Members in rotation, according to the order given by the present Article, for one-year periods.

Article 9º. - The Council will propose the nomination of an Executive Director and the necessary administrative staff to the Executive Branch, within a thirty-day period since having been established by the three Members designated in Representation of the Ministries aforementioned .  

The nominated staff will depend on the National Council of Duty Free Areas directly, and must carry out its instructions.

The applicant for the position of Executive Director must be a specialist in Administration with knowledge about Duty Free Zones or International Commerce.

The Executive Director may be assisted by national or foreign Consultants, of well-known expertise in the area, who will carry out their functions as hired staff.

Article 10º. - The National Council of Duty Free Zones will meet validly with the attendance of the majority of its Members and its decisions will be adopted by simple majority, the president having the right to vote twice in case of a tie.  

All Resolutions emanated from the Council will be written down in Minutes, which will be numbered and will follow a chronological order.

Article 11º. - Resolutions of the National Council of Duty Free Zones could be subject to a reconsideration appeal, within a five-day period from their notification date and appealed within  ten days before the Executive Branch.  The Resolutions of the Executive Branch could also be appealed within ten days before the Audit Court.

Article 12º. - The National Council of Duty Free Zones will be responsible for :

A. The Promotion and Development of Duty Free Zones.

a) to promote the establishment of companies dedicated to activities involving  technological research and innovations which may lead to the consolidation of foreign markets.

b) to assess the regional impact of Duty Free Zones  and to articulate their operations with national plans, advising the government on the execution of works and on the improvement of services in harmony with those of Duty Free Zones and their territorial setting.

c) to pass judgment on all applications for the concessions of Duty Free Zones  requested to the Executive Branch.

d) to prepare the concession Contracts of Duty Free Zones and to submit them to the revision of the Executive Branch.

B. Inspection and control.  

 e) to comply with the Laws and applicable regulations, as well as the Concession Contract.  

f) to attend to the execution of norms related to environment protection and specially the disposal of the waste originated in Duty Free Zones. 

g) to oversee the compliance of   Concessionaires of Duty Free Areas  with their  obligations as determined by the terms of their contract. 

h) to periodically audit the safety measures and  entrance and boundary controls of the DFZs, performing the inspections and verifications deemed necessary,  in order to  control  Concessionaires and Users.  

i) to oversee the supply of appropriate, adequate, timely and sufficient statistical data, required from Concessionaires and Users, on the main economic and commercial indicators of Duty Free Zones, data  which will be available for consultation.  

j) to submit all data  required by the Department of Treasury and  operate as a permanent consultation and  counselling body on   Duty Free Zones activities.

C. Functioning and operations.  

k) to prepare projects on the Functioning and Operations Regulations of Duty Free Zones as well as their  modifications, submitting them to the review of the Executive Branch. These Regulations ought to contain the specification of documentation and administrative procedures related to goods and wares entrance, permanence and consignment inside Duty Free Areas, with the purpose of keeping a permanent record of inventories Registration, as well as the necessary procedures for the destruction of goods and the declaration of abandonment.
 l) to approve the standards for the setting and adjustment of prices charged for services rendered by  Concessionaires to Users.

m) to establish in every situation and according to the kind of activity the norms and technical specifications that will rule the constructions carried out in Duty Free Zones, as well as for  the perimeter fences and entrance to DFZs.   

n) to take measures so as to simplify all services and procedures, with the purpose of achieving more efficiency and speed in the operations  carried out in Duty Free Zones and in all those procedures linked to them. * 

o) to coordinate the supply of all  services related to the implementation of their functions.

p) to register in  Special Records, kept for this purpose, the Concession Contracts granted by the State in favour of Concessionaires and the Contracts subscribed between  Users and Concessionaires.

q) to determine, in consultation with the General Customs Directorate, the procedures and  documentation required for the admission of goods and wares that Concessionaires and Users need to employ within Duty Free Zones, or to use in building works or for the repair of Industrial equipment, facilities and buildings  which come from Customs Territory.

r) to approve the Duty Free Zones Internal Regulations and its modifications as drafted by Concessionaires.

s) to approve the electronic data systems of  Users who are allowed to execute retail operations as well as their General Bonded Warehouses.

t) to countersign Deposit Certificates and Warrants issued by the  General Bonded Warehouses which operate in the Duty Free Zone and to register these operations so as to  avoid the incorrect exit of stored goods. 

u) to make the Resolutions and to take the measures required, in order to exercise the functions established by the Law and these Regulations.  

v) to punish the Concessionaires and Users for breaches to legal and contractual clauses, after the completion of  the due Administrative  Punitive Procedures.  

CHAPTER IV

ABOUT THE UTILIZATION OF DUTY FREE ZONES

Article 13º. - The utilization of Duty Free Zones will be private.  To these effects, private utilization is understood as the operation through which, the Concessionaire provides the necessary facilities for setting up and operating the Duty Free Zone, charging an arranged price to each User. 

Article 14º. - The Concessionaire is the private legal entity that attains the right to set up a Duty Free Zone, open, manage and exploit it, through a Contract signed with the Executive Branch.  

If the Concessionaire sets up an industry dedicated exclusively to the production of export goods it will assume the obligations of the User, and it will be subject to the tributary regime applied to Users.  

Article 15º. - The territory where the Duty Free Zone is established must belong to the Concessionaire or there must be a contractual arrangement, between the Concessionaire and the owner of the property, in accordance to the kind of activity to be carried out and within a minimum period equivalent to the one established for the concession.

The Real Estate Registry will list those real estates where Duty Free Zones are set up,  which are not allowed any other uses during the concession period and as long as the Company of a User is established in the Duty Free Zone.  To these effects, the National Council of Duty Free Zones will send a copy of the Concession Contract to notify the Real Estate Registry so as to include it in its records.  

Article 16º. - Concessions will be granted for a thirty year period, from the time when the Contract is signed, unless the Concessionaire wants to make it for a shorter period and manifests this through a request.  This period might be extended under the legal conditions that rule Duty Free Zones at the time of the extension request, for a same period, whenever the Concessionaire has faithfully performed the assumed legal and contractual obligations and communicates its intention of extending the Contract one year before the period expiration.  

Article 17º. - The candidate to Concessionaire will present before the National Council of Duty Free Zones, an investment project that actually shows its economic viability and the benefits it will provide to the region, and where the following aspects must be clearly mentioned:

a) Determination of the Company juridical figure or modality through which utilization will be carried out;

b) Locating of the territory and the realm where the project is intended to be developed;

c) Reasons and consequences of the placement;

d) The possibility of prospect expansion;

e) The services that are intended to be provided, amount of investment in services, indicating the implementation responsibilities;

f) Description of the investments in infrastructure (Roads, fencing, building, etc.), to be carried out;  

g) Financial Resources;

h) Estimated Time the project will take to be carried out and the date work will begin.  In case this project is developed by stages, the area involved in each stage, the infrastructure work and services to be provided in each one of the stages and the implementation time must be set.

i) A Market research with information about quantity and quality of potential Users; in the project evaluation the Companies that have presented their written intention of settling inside the Duty Free Zone will be taken into special account.

j) The required staff estimate, in the operation of the Zone, as well as that required in the prospective Companies;  

k) Calculations for the treatment of effluents, the elimination of residuals and all those measures that promote environmental protection;

l) An Estimate of the prices to be charged to the different Users for the rent and/or sale of location and buildings;  

m) The requirements of infrastructural support that must be provided by the Government and/or by Public, Departmental or Municipal Companies that are in charge of public services, such as entrance roads, harbours, cables, telephones, among others, necessary to develop the project.  

Article 18º.  The National Council of Duty Free Zones will revise the project and having passed judgement on advantages, needs or omissions, it will forward the project to the Executive Branch for its Resolution. To the effects of the corresponding study, the candidate to Concessionaire may be asked additional information. The National Council of Duty Free Zones will have, in order to study the matter appropriately, a period no longer that ten weekdays since the date the application is presented, without taking into account the period when the file is under consideration or while a required technical report is prepared by a competent technician.  

Article 19º.  In case the project is approved by the Executive Branch, the corresponding Contract will be signed between the Executive Branch and the candidate to Concessionaire, and it must be registered in the Registry kept by the National Council of Duty Free Zones.

The Concession Contract will contemplate the government duties, such as entrance roads, harbours and public services to be provided to the Duty Free Zone.  

If the Concessionaire were a foreign Company it will carry out the dispositions established in Article 1.197º of the Civil Code within ninety days of the Contract of Concession being signed.  

Article 20º. - The concession will be granted under dissolving condition that the   different stages of the approved investment project should be completed as stated in terms of form and time, being the National Council of Duty Free Zones responsible for controlling the implementation of the corresponding chronogram.

Article 21º. - The approved project could undergo modifications whenever this was required by extraordinary and unpredictable circumstances, but the projected investment can not be reduced in any case.  

Article 22º. - Once the Contract of Concession is registered, the Concessionaire is allowed to begin work in the Duty Free Zone, being able to admit any materials, goods and necessary equipment for the construction and for the activities established in the particular project free of tributes, except for the charges for effectively provided services.  The Concessionaire will notify  the General Customs Bureau and the Council of Duty Free Zones  the date work begins and the list of goods to be admitted.

The activity of the Duty Free Zone Users will begin only once the Concessionaire has the Internal Regulations approved by the National Council of Duty Free Zones and the following mentioned infrastructure.  Notwithstanding what was before stated, Users` Contracts may be authorized for those Companies whose activity is the building of Duty Free Zone facilities or the providing of all or some of the services that are mentioned afterwards and that correspond to the necessary infrastructure for the Duty Free Zone operation: 

a) Total perimeter fencing or that of the area corresponding to the first stage, if it was projected this way, and the corresponding entrance that must be approved by the National Council of Duty Free Zones;  

b) Offices for the operation of the of the National Council of Duty Free Zones and the General Customs Bureau established in the Zone, 

c) Installation and operation of basic services (telecommunications, energy, water, pluvial sewer and sewage system );  

d) Internal passages and green areas;  

e) General lightning;  

f) Security and surveillance system;  

g) Weight  control; 

h) Computerized stock control systems;

i) Facilities to eliminate and dispose of residuals and waste;  

j) Appropriate structure for food and first aid services for workers and office staff  established within the Duty Free Zone;  

 k) Cleaning Service for communal areas.  

Article 23º. - The Concessionaire will be entitled to the following rights and obligations:  

a) To promote and foster the establishment of companies dedicated to activities involving technological research and innovations which may lead to consolidate foreign markets, as well as activities that promote and foster social and cultural aspects that benefit the inhabitants of the region. 

b) To carry out infrastructure works and connections of basic services required to the regular operation within the Duty Free Zone, according to the approved project and to guarantee that basic services are supplied (water, energy, telecommunications) or any  additional ones deemed necessary for the Duty Free Zone operation.   The User and the Concessionaire will agree on costs and  financial terms for additional services, 

c) To develop the estate and the communal areas trying to enhance the  visual aspects of the surroundings and  demand from Users the same actions  regarding empty lots  in their  respective areas;

d) To project and construct  buildings intended for the different activities to be carried out within the Duty Free Zone to be used by the concessionaire or  by  the Users individual or collectively.  In case the constructions are for Users, they will agree on the financial terms for these works  with the Concessionaire;  
e) To set up the perimeter security and surveillance systems, of common, free or covered areas that belong to the Concessionaire and are essential to prevent attacks, robberies and fires; 

f) To Rent and/or sell to Users lots for the construction of buildings for different activities, setting the rules and technical conditions for these installations;

g) To set the rent and/or sale price of lots , offices and warehouses under his supervision, as well as the charges for  basic and additional services provided by the Concessionaire by himself  or through third parties, and the readjustments of costs within the regulations reported to the National Council of Duty Free Zones;

h) To guarantee the minimization of risks for activities performed, as well as in the production and final disposal of industrial effluents and waste.  To this effect, before the Users begin their activities, the Concessionaire will complete an inspection of constructions, machines and the installation of equipment , facilities and security equipment, health and labour conditions;  

i) To maintain  internal roads  and the urbanization of the common areas, as well as to verify that Users execute the maintenance work of their buildings and facilities;  

j) To collect the garbage, and  keep streets and sidewalks clean;  

k) To establish and modify their own Internal Regulations with the approval of  the National Council of Duty Free Zones, in accordance to the current legislation and regulations, as well as to foster the efficient operations of the Duty Free Zone through regulation bulletins;   

l) To comply and have users and other parties  comply with the Laws, Ordinances and Regulations emanated from the National Council of Duty Free Zones, especially the Functioning and Operation Regulations, the Internal Regulations and Regulations Bulletins that are generated, being allowed to, to these effects, inspect the areas of the users as well as their buildings, in order to determine whether they are normally developing the  activities agreed upon and whether the established security standards are applied;

m) To sign all kind of Contracts related to their activities, as well as to approve the cessions of Users Contracts; 

n) To promote and facilitate the development of operations, negotiations and activities of the Duty Free Zone, determining the requirements and formalities to be considered in the Users Contracts and the corresponding investment projects, as well as the computerized systems of stock control;  

ñ) To submit the required information for the completion of the  Periodic Record on the Operations of the Duty Free Zone, as well as any other statistical data or information required by the National Council of Duty Free Zones, and to check the provision of   data by Users;

o) To insure its buildings against all kind of risks, for a value equivalent to the cost of reconstruction, and to demand from Users, as well, the  insuring of the buildings and facilities used to accomplish its activities;

p) To set the amount, type and any other conditions for the constitution of reservations and the implementation of compliance guarantees for the  Contracts of Users;

q) To authorize the entrance, permanence and exit  of goods and people , exit to and from the Duty Free Zone, demanding, granting and controlling the  documents required to these effects;  

r) Any other duty assigned.

CHAPTER V

ABOUT THE USERS OF DUTY FREE ZONES
Article 24º. - The Users of Duty Free Zones will be the private physical or legal entities, from local or foreign origin which are entitled to the rights for implementing any of the activities mentioned in Chapter III of the present Regulatory Decree.

Article 25º. – It is considered that a User is the one who acquires the right to operate within the Duty Free Zone by means of a Contract signed with the Concessionaire.

Article 26º. – In order to be a User, it is required to have not declared bankruptcy  nor to have any prohibitory injunction. 

Article 27º. - The  procedures to obtain the  status of a user must be initiated through an application presented before the Concessionaire of the Duty Free Zone, to this effect.  The application will be attached to the corresponding  Contract project, an Investment project and to the other requirements established by the Concessionaire in its Internal Regulations.  

Article 28º. - Concurrently to the application to obtain the status of a User, the area sought to rent or purchase will be reserved, to which effect a deposit will be constituted, the amount and conditions of which will be established by the Concessionaire in  the Duty Free Zone Internal Regulations.  

If the application for the installation were rejected, the reservation deposit shall be returned at the same time.  On the other hand, if the applicant  renounces, the amount deposited as a reservation will be kept by the Duty Free Zone Concessionaire. 

Article 29º. – Once the application is accepted by the Concessionaire, the  contract of the user shall be granted and their  signatures  certified by a public notary,  a copy  is to be submitted to the National Council of Duty Free Zones for its registration.  The Contracts that regulate the rights for uses in the Duty Free Zone can not be opposed to third parties, if they have not been duly filed in the Registry that will be kept by the National Council of Duty Free Zones to this effect.

Concomitantly to the granting of the Contract, the Concessionaire will provide a written statement that proves the  status of User, and once it is  countersigned by the National Council of Duty Free Zones, it will be delivered to the User.  Such statements must be exhibited to enter the Duty Free Zone and before all entities where the  Status of user  is required, and without which no  procedures users are willing to advance will  take place.  

Article 30º. – Contracts of Users will only be ceded to a third party, with the agreement of the Concessionaire.  

The constructions and facilities of the Users can only be sold to the assignee of the referred Contract, to other Users or to the Concessionaire.

The cession of  Users Contract will be considered nonexistent if it were not approved by the Concessionaire nor reported to the National Council of Duty Free Zones for its registration.  

Article 31º. - The obligations of Users are  in general those established by the Laws, Decrees and Regulations, the  Contract of Users, the Internal Regulations of the DFZ and Instructions and Regulations Bulletins emanated from the National Council of Duty Free Zones and from the Concessionaire.

The following are considered obligations of the User:  

a) To duly pay on time the arranged price as well as the common expenses and other services  used,  within timeframe, form and any other conditions established with the Concessionaire or other entities that provide special services, or those that are determined  by the corresponding official entities, in this case;  

b) To make use of the lot and constructions to effectuate exclusively the activities that are authorized in the aforementioned Contract;  

c) To carry out constructions within the boundaries of the allocated estate, after presenting before the Concessionaire the construction project for approval and authorization, notwithstanding the complying of the requirements demanded by  other competent authorities;

d) To hire and pay  an Insurance of Civil Responsibility against  third parties,  that should cover all kinds of risks related to their activities within the Duty Free Zone, including labour accidents, buildings and facilities used in their activities;

e) To be responsible for eventual damages that might be caused to third parties and/or property, because of or as a consequence of their activities within the Duty Free Zone, either if such damages were caused by things used by the User or which are under his care, or by people that depend on him or those he hires, without taking into consideration the legal institute applied.

f) To be responsible for the damages and harm caused to the environment by the development of their activities and for the breaching of the current rules on the protection and preservation of the environment , security, elimination of pollution , preservation of green areas and protection of the Paraguayan flora and fauna;  

g) To comply and make others comply with what was established by the Laws and regulations, the Contract of User, the Internal Regulations and the Instructions and regulations Bulletins emanated from the National Council of Duty Free Zones and from the Concessionaire;

h) To allow during working hours, the entrance of the Concessionaire or whoever he designates, with the purpose of inspecting the lots and buildings, in order to verify if the activities are normally developed in accordance to the agreement and complying with the security standards established by the Concessionaire.  Notwithstanding what was stated before, the Users will facilitate the access for Concessionaires to the entire area and buildings at any time, especially in case of assisting with emergencies or preventing accidents or disasters;  

i) To keep a permanent computerized  inventory of  goods, wares and raw materials, that  would allow the checking of  stock  at any time, according to the rules established by the Concessionaire and by the National Council of Duty Free Zones;  

j) To furnish the Concessionaire and the National Council of Duty Free Zones, when required, with a statement under oath  on the movement of their goods, wares, raw materials, products in the manufacturing process, facilities, labour, 

   basic supplies, inventory  and stock control, and other documents requested;  

k) To comply with the regulations stating Duty Free Zone operation schedules determined by the Concessionaire and the rules referring to people and vehicular traffic;

l) To return the lot, buildings, improvements and facilities, if due, in the same  conditions they were granted, without taking into consideration the normal deterioration due to the use of the aforementioned items , within a five labour day term counted from the date the  Contract expires or the date of its rescission;

m) To be responsible before the Concessionaire, the National Council of Duty Free Zones, the local Tributary Sub Secretary of State, the General Customs Bureau, and any other authority for the breaching of current  legal rules and regulations;

n) To fulfil the legal requirements established for Traders and  register in the corresponding local Public Registries, being obliged to do the accounts according to norms established by the Department of Treasury, stamping their corporate name or denomination on the documentation subscribed or sent with the following expression: "User of Duty Free Zone",

o) To invest in their activities the capital stated in the corresponding application for  installation  and to develop the arranged activities; and  

p) To start the proposed investment within a period of no longer than one year, counted from the granting of the Contract of User and the start of  production, and in case of industrial activity, within a period of no longer than two years counted from the same date. 

CHAPTER VI

ABOUT THE TAX REGIME IN THE DUTY FREE ZONES

Article 32º. - The exemptions and benefits established in this Chapter will be maintained to all extent, as long as the Contracts granted by the Executive Power to the Concessionaires are in force, and those contracts that involve the Concessionaire and  Users of the Duty Free Zones, unless these Companies openly choose  the new approved tax regime.  

SECTION I

REGARDING THE CONCESSIONAIRE

Article 33º. - The Concessionaires will not be protected by the exemptions and benefits that this Law grants to the Users, notwithstanding that they can request the benefits of  Law Nº 60/90 THAT APPROVES WITH MODIFICATIONS THE DECREE LAW Nº 27 DATED MARCH 31ST OF 1990, "THROUGH WHICH THE DECREE LAW Nº 19 DATED APRIL 28TH OF 1989 IS MODIFIED AND EXPANDED", WHICH ESTABLISHES THE FISCAL REGIME FOR INCENTIVES ON THE INVESTMENT OF CAPITAL OF LOCAL AND FOREIGN ORIGIN."

Article 34º. – Notwithstanding what was stated in the previous Article, the Concessionaires will be exempt from the Value Added Tax for the services that are provided to the Users.

Article 35º. - The Concession Contract will determine the port facilities which the Concessionaire shall provide, if it were the case, all of which will be exempt from all taxes. 
SECTION II

ABOUT THE USERS

Article 36. In the Concession Contract port facilities for the Concessionaire to provide the Users will be determined, if it were the case, which will be tax exempt.

SECTION III

ABOUT THE USERS

Article 37. Profits obtained by the Users as a result of carrying out the activities described in Article 54 of the current Regulatory Decree within the boundaries of the Duty Free Zone, will be free of all sort of national, state or municipal taxes, except the tax regime established in this Chapter.

Article 38. The Users who carry out commercial, industrial or service activities and who are exclusively exporting to third countries will pay a sole tax called “ Duty Free Zone Tax” at the rate of 0.5 % (half percent), being its tax basis the total value of the gross income from the sales to third countries. This tax will be calculated and paid for each Customers Broker goods export guide presented.

Article 39. The Users who carry out commercial, industrial and service activities, may sell finished goods and services to Customs Territory, paying taxes in  accordance to the following Article, whenever the gross income for those sales to Customs Territory, within the corresponding fiscal year, does not exceed 10 percent of the total gross income for sales of the company.

Article 40. The Users who carry out commercial activities and besides export to third countries or sell to Customs Territory, will pay the Income Tax, currently in force in the Customs Territory for commercial activities, on the percentage they represent of their total gross incomes and will deduct their expenses in the same proportion, notwithstanding the payment of the “Duty Free Zone Tax” on the gross income from their exports to third countries.

Article 41. When the same commercial, industrial or service company carries out, besides exports to third countries, sales to the Customs Territory which exceed 10 percent as regards the total gross income for sales of the company, within the same fiscal year, it will pay the Income Tax in force for the industrial or service activities, with a 75 percent reduction of the applicable tax on the percentage that  sales to Customs Territory represent over their gross income from export activities to third countries.

Article 42. In all cases the commercial, industrial or service companies may choose to either pay the “Duty Free Zone Tax” or  the Income Tax  related to commercial, industrial and service activities, legally in force. After having chosen one they are not allowed to change to the other tax system until the completion of four fiscal years.

Article 43. The industrial, commercial or service companies will keep simplified tax records in their consignment and export operations, to be determined by the Treasury Department, unless they choose to pay the Income Tax for commercial, industrial or service activities in force, in this case they must obligatorily keep the records established by the Tax Authorities for these taxpayers.

The Department of the Treasury, within thirty days counted from the promulgation of this Regulatory Decree, will have to determine the records the Users of the Duty Free Zones should keep, which must include all the elements considered necessary for the effective control of their activities. These records should be noticeably simplified.

Article 44. The constitution of partnerships of  Duty Free Zones  Users and the remittance of profits or dividends to third countries, executed by these partnerships, will be tax exempt.

SECTION IV

ABOUT ACTIVITIES

Article 45. The activities described before in  Article 5 of this Decree,  carried out in  the  Duty Free Zones, will be free from all kind of national, state or municipal tax, except the tax regime which is established in this Chapter.

All  other activities carried out in the Duty Free zones will be under the general 

tax regime of this country.

SECTION V

ABOUT GOODS, COMMODITIES AND SERVICES

Article 46. The entry of goods in the Duty Free Zones, either from third countries or from Customs Territory, will be exempt from all sort of national, state or municipal consignment tax, except for the charges linked to services effectively rendered.

Article 47. (Modified by Article 1. Decree number 21309, June 10th, 2003.-)

 The National Administration of Ports and Navigation will receive the value of the services effectively rendered by itself, for all goods transported to or from the Duty Free Zones.  Fares can not exceed the ones charged in the Asuncion port facilities. The services which were not effectively rendered will be free of duties and charges. 
To the effects of the application of  the National Administration of Ports and Sailing, fares, the entrance or exit of goods  to Customs Territory and the removal from those entry or exit places to the Duty Free Zones or vice versa, will be considered international transit and will be charged as a single  transaction.

When these goods were removed from  the Duty Free Zone to  National Customs Territory, through a customs transaction of goods’ entry (import, return or temporary admission), the National Administration of Sailing and Ports will recalculate the prices of the services rendered adjusting them to the corresponding fare in  accordance to the customs transaction performed, with a deduction of the prices already paid.

In case these goods had undergone some sort of transformation in the Duty Free Zone, the recalculation will cover only the inputs or part of them which  entered by  river to the Territory of the Country through any port belonging to the National Administration of Sailing and Ports. To this effect, the National Council of Duty Free Zones will grant corresponding statements before the National Administration of Navigation and Ports.

Article 48. The price of the export goods will be the value at Customs determined in accordance to the legislation applicable for foreign trade transactions.

Article 49. The capital goods introduced into the Duty Free Zone will be exempt from any kind of tax including those goods under leasing-agreements.

Article 50. The capital goods introduced into the Duty Free Zones under the regime of fiscal exemptions which are determined in this Chapter, can not be sold, rented or transferred under any condition or title to people domiciled in the Customs Territory, without the previous payment of import taxes by the purchaser, which will be  determined according to the current prices of the goods, except when the purchaser is entitled to the same fiscal incentives. The sales, rent or transfer by any title of  the aforementioned goods to the Concessionaires or Users for utilization within the Duty Free Zones shall be tax exempt.

Article 51. The export or re-export of products and services from the Duty Free Zones to third countries to the same Duty Free Zone, to other Duty Free Zones or to  Customs Territory, will be exempt from all national, state or municipal tax.

Article 52. The sales of goods and services from the Customs Territory to the Duty Free Zones will be granted the same treatment  given to exports to third countries, to all fiscal, customs and administrative effects.

Article 53. The imports to Customs territory  coming from commercial, industrial or service companies established in the Duty Free Zone will be subject to all import taxes including all duties due, except those industrial products which because of  their configuration which complies with  the requirements of the regime of origin demanded by the law for classifying them as a national product or those requirements demanded by current international agreements in force.

Industrial companies will be exempted from those duties when they comply with the requirements of origin according to international agreements in force in our country.

Article 54. The payment of royalties, commissions, professional fees, interests and any other remuneration for services, technical assistance, technology transfers, loans and financing, equipment rent  and any other  service provided from third countries to  Users of the Duty Free Zones, are free from all sorts of national, state or municipal tax.

Article 55.  To the effects of Law 523/95, the regime established by it will be applied to  all transactions on goods  introduced, manufactured, assembled  or repaired in the DFZ , when these are sent  outside the boundaries of the DFZ or alienated onerously or gratuitously to a third party within the aforementioned DFZ, including those goods which belong to the company and are subject to the personal use of the owners, partners and/or managers of the firm.

Article 56. When retailing is duly authorized in a Duty Free Zone, it will be legally presumed that these operations are performed to the effects of the entry of the purchased goods to Customs Territory, the purchaser being obliged to pay the import taxes and to fulfil the corresponding procedures at the Customs offices, located in the Duty Free Zone.

Article 57. Retail sales can be defined  as any purchase executed by a physical or legal entity not established in the Duty Free Zone, who may acquire measurable merchandise per meter, things that can be weighed, in amounts inferior to ten kilos or individual packages in the case of things that can be counted.

CHAPTER VII

ABOUT GOODS IN THE DUTY FREE ZONES

 TRANSFER, ENTRY, PERMANENCE, DESTRUCTION, ABANDONMENT AND EXIT

Article 58. The Concessionaire will be responsible for  impeding the entry and exit, towards or from the Duty Free Zone, of items or goods not complying with the current regulations, by exerting the corresponding controls which will be onerous and supervising that the  documents involved in every step coincide  with the features of the  items or goods to which they are attached. In case any difference were found, the operation affected shall not be processed.

Article 59. The goods, commodities and raw materials that come from third countries towards the Duty Free Zones must proceed to  that destination  immediately after their arrival in the country. Likewise, the goods, commodities and raw materials which come from the Duty Free Zones with destination to third countries or other Duty Free Zones, must proceed to  that destination immediately after they leave the Duty Free Zones. They can not remain in any warehouse, except in those located within the customs enclosed areas or in others authorized by the Law and  solely during the time terms established by regulations.

Article 60. The Customs Bureau, through its branch offices established in the Duty Free Zones, will be in charge of inspecting the entry and exit of the goods from the Duty Free Zones, as well as the transfer of the goods  from and to the shipping ports, be they, terrestrial terminals,  river ports or  airports. It will control the  lists of goods  enclosed in import-export documents as well as  the values assigned to them, and it will also adopt all the fiscal , customs and administrative control procedures deemed necessary. 

SECTION I

TRANSFERS

Article 61. The  freight vehicles, duly registered and authorized, will be allowed to enter the Duty Free Zones, either for loading or unloading goods, being the concessionaires obliged to implement the due registration and security procedures.

Article 62. The consignment of goods, commodities and raw materials  with destination to a Duty Free Zone, from any origin, shall be addressed to a  company established in it. In those cases where the goods, commodities or raw materials are not consigned to the name of a company located in the Duty Free Zone, their consignees or owners will have to endorse the corresponding documentation (bill of lading and commercial invoice) to the company installed in the Duty Free Zone, stating the nature of the endorsement. (Transfer or deposit). The endorsements will be signed, and under the signature the name of the subscriber should be  clearly and legibly stated, as well as the address of the owner of the goods, commodities or raw materials.

Solely if the endorser is a legal entity shall the following words be added: “as a representative of ..”  next to the name of the company.

SECTION II

ENTRY

Article 63. All kind of goods, commodities, raw materials and services can be introduced in the Duty Free Zones, except weapons, bullets and other items which could jeopardize moral values, health, vegetal and animal sanity, security and the preservation of the environment.

Article 64. Notwithstanding all the regulations  previously established, the Concessionaire of a Duty Free Zone could reject the entry of certain goods or commodities when the existing installations do not allow the storage of such goods under the necessary safety conditions. If the company installed in the Duty Free Zone, to which the goods and commodities are the addressed,  considers that the  restrictions of the Concessionaire are not founded, it could appeal to the National Council of Duty Free Zones, which will decide on the matter without the right to appeal its decision.

Article 65. If at the time of entrance to the Duty Free Zone losses or damages of the goods were detected, the Concessionaire shall issue a statement of Loss or Damage where the characteristics of such damages are described, with the purpose of establishing the amount and volumes of the goods actually introduced into the Duty Free Zone.

SECTION III
PERMANENCE

Article 66. If losses or damages were detected in the goods stored in the warehouses of  the companies established in the Duty Free Zone, the Concessionaire, by his own will or at the companies’ request, shall issue a Loss or Damage Statement, previously checking the merchandise affected.

Article 67. The losses or damages suffered by the goods during  storage will be taken into account to the effects that after the issuing of the due Loss or Damage Statement by the Concessionaire, the aforementioned goods may be discounted from the inventories.

Article 68. The Users will carry out commercial transactions within the Duty Free Zone. When these transactions imply the transfer of goods or commodities,  the previous authorization of the Concessionaire will be required. This authorization shall be onerous and will have to be adjusted to the documentation required by the Duty Free Zone Internal Regulations.

Article 69. The permanence of the goods in the Duty free Zones is unlimited in time; however, when it is considered justified, especially for reasons derived from the nature of the goods, the Concessionaire will restrict this duration and will adopt the necessary measures to secure the enforcement of this restriction.

Article 70. The goods, commodities and raw materials are allowed to remain in the Duty Free Zones indoors or outdoors, stowed orderly and safely.

Article 71. The Concessionaire will not be held responsible for the damages, losses, breakdowns, fire and wastes caused either by fortuitous cases or by acts of God, as well as for faulty merchandise,  weather conditions, or packing flaws suffered by the goods stored inside the Duty Free Zone, under  his protection. The companies established in the Duty Free Zone can insure their goods and commodities as they see fit for their convenience, with the purpose of covering the risks aforementioned.

SECTION IV

DESTRUCTION OF GOODS AND COMMODITIES

Article 72. The companies established in the Duty Free Zones can apply at any time for an authorization from the Concessionaire to destroy the goods deposited in their stores or buildings which should be perfectly identified through the presentation of entry forms to the Duty Free Zone, their respective commercial invoices and all other documentation determined by the Concessionaire in his Internal Regulations. With the purpose of minimizing  risks it is essential to get  previous professional advice from a competent , technician or a proficient person, on the ways and methods to be used for  destroying the goods. These procedures will be paid by  the petitioner.

Article 73. When it is possible to destroy the goods inside the Duty Free Zone,   the petitioner, a representative of the Concessionaire as well as a representative of  the Customs Bureau, shall be present during the procedures, leaving a detailed written record of all the goods being destroyed.

When by their characteristics or convenience the goods can not be destroyed within the boundaries of the Duty Free Zone, the procedures will be carried out with all the guarantees demanded in the previous article, in the Customs Territory, charging the petitioner with  the expenses required.

Article 74. The National Council of Duty Free Zones, in consultation with the Customs Bureau, will establish the actions, procedures and controls deemed necessary to carry out the destruction requested. The Concessionaire will be responsible for the damages or harm caused to the environment only in case he has not respected the procedures established in the previous articles or for ignoring the indications provided by the expert, if this is the case and always  when the destruction is carried out inside the boundaries of the Duty Free Zone. 

SECTION V

ABANDONMENT

Article 75. The goods, commodities and raw materials stocked in the Duty Free Zones can be subject to  Abandonment,  which can take place in the following cases:

a) When the owner of the merchandise spontaneously states before the Concessionaire his will of abandoning them;

b) When the User is the trustee of  goods consigned to his name and  states before the Concessionaire that the depositor has obligations  due and  three months have elapsed since  his last payment;

c) When three months have elapsed after an obligation of a User of a DFZ was due  to its Concessionaire,   equipment and installations, goods, and  raw materials that are stored or established in the Duty Free Zone will be considered abandoned; and

d) When  required by the Concessionaire, the depositor of goods subject to deterioration which could endanger the installations or other goods, does not proceed to remove such goods from  Duty Free Zone.

Article 76. In relation to causes mentioned in  letters c) and d) of the previous article, the Concessionaire will deem the goods or commodities abandoned, reporting  this situation to the company and proceeding to the inspection of the aforementioned commodities, under inventory.

Article 77. In relation to the cause described in letter b) of article 75, those affected  shall present to the Concessionaire a statement under oath for each debtor, reporting that  the abandonment of goods, commodities or raw materials stored in their building has been established, and becoming thus responsible for the consequences of this act.

This statement under oath shall contain:

a) name and address of the denouncer;

b) name and address of the debtor;

c)  Inventory of the all the goods, commodities or raw materials subject  of the declaration of abandonment,  indicating quantity, kind of volume, reference of the article, duration and expiration, if it corresponds.

d) Customs Tariff, number and date of the entry form to the Duty Free Zone, specific place of their deposit; and

e) The settlement of the total debt detailed month by month, to the date of statement of abandonment.

The following documents shall be attached to the statement, either the original or authenticated photocopy:

a) An authentic proof of demand of payment from the debtor. This demand will last ten (10) labor days,  warning the debtor that the goods may be destroyed, sold or auctioned, counting this term from the day after the reception of the notification. This demand of payment will include: name and address of whoever promotes these procedures ,  the name of the debtor, number and date of entry form of the goods to the Duty Free Zone and the amount  the debtor owes.
b) Contract subscribed  between the  parties, if any;

c) Entry form to the Duty Free Zone and commercial invoice.

Article 78. In case the abandonment is established according to the letter a) article 75, the agent will present a statement under oath, which will contain:

a) Name and address of the agent;

b- Total inventory of the goods, commodities or raw materials subject to abandonment , indicating  quantity, types of volume, description of  the articles   expiration date, if due; and 

c- Customs Tariffs, number and date of the entry form to the Duty Free Zone and specific place for storage.

The following documents should be attached to the statement under oath; an original or authenticated photocopy of the entry form of goods and commodities to the Duty Free Zone and the corresponding commercial invoice.

Article 79. If the abandoned goods have no commercial value, the Concessionaire, acting in agreement with the National Council of Duty Free Zones and with the Customs Bureau, will order their destruction,  before  representatives of both entities, executing a written  record of the proceedings which will include the complete identification of all the goods destroyed. The concessionaire will not be held responsible for the destruction of said merchandise and the cost of the procedures should be paid by he who started abandonment procedures or generated it. If the goods have commercial value, the Concessionaire will proceed to their alienation in  a public auction or directly, when its low value rules out  auction proceedings, but always previous assessment.

Article 80. The results of the alienation of  goods and commodities, after discounting expenses, will be assigned to the cancellation of the current obligations which caused  the statement of  abandonment  (letters b) and c) of article 75. The surplus or the total results (letters a) and d) of article 75 will remain at the owners disposal for the term of eighteen months, once this term has elapsed , the remaining  amount belongs to the Concessionaire.

SECTION VI

WARRANT AND STORAGE CERTIFICATES

Article 81.  The legally authorized  GENERAL BONDED WAREHOUSES will operate in the Duty Free Zones,  previously notifying the Superintendence of Banks.

Article 82. The Storage Certificates and Warrants issued on goods received in their warehouses located in the Duty Free Zones can only be  traded once  endorsed by the National Council of Duty Free Zones.

Article 83. The General  Bonded Warehouses as Users will keep an electronic record of their operations, with their corresponding back up documents.

These records will be approved by the National Council of Duty Free Zones.

SECTION VII

CERTIFICATES OF ORIGIN

AND PREFERENTIAL TREATMENT

Article 84. The Industry and Trade Ministry will issue the certificates of origin in accordance to the conditions and formalities established by the law and regulations, said certificates can not include any description in relation to the origin of products manufactured in the Customs Territory.

Article 85. Preferential  treatment granted  to Paraguayan exports by other countries in relation to certain products and in volumes or limited values will be used first by those export industries which manufacture those products and are already installed in the Customs Territory.

CHAPTER VIII

VEHICLES AND PEDESTRIAN TRANSIT

IN THE DUTY FREE ZONES

Article 86. There will be free traffic areas and restricted traffic areas inside the Duty free Zones.

Article 87. People and vehicles that enter or leave the free traffic area will be submitted to a control and checking system established by the Concessionaire in his Internal Regulations, whenever  required.

Article 88. The entry to the  restricted traffic area will be allowed only to those people who are entitled to a personal and non-transferable badge, which will be issued by the Concessionaire when requested by people or companies  and only when such a request is deemed necessary. In all these cases, the badges will  expire after one year , counted from the date it was   issued. Private vehicles will be allowed to circulate through the restricted area only when provided with an especial badge issued to this effect by the Concessionaire.

Article 89. The issuing of the qualifying transit badges will be onerous in the Duty Free Zone. 

Article 90. Surveillance workers will impede  the entry to the restricted traffic area of those people who can not duly identify themselves and to those who are badge bearers but carry  expired ones. 

Article 91. The companies which carry out activities in the Duty Free Zone will report in due time to the Concessionaire the number of people who will need badges, attaching personal data for their correct identification and the period of time for which they are requested. The owners of the companies will assess the proper use of the badge, being responsible for this, and when the worker is no longer part of the company or when the eventual activity that generated the authorization is completed, they will  return it.

Article 92. People or companies, even when they are not established in the Duty Free Zone, who because of their activities need to periodically visit the restricted area, should apply directly and under their responsibility to the Concessionaire, who according to the circumstances in each case, will issue or deny a transit pass.  If a pass is conceded, the bearer becomes personally responsible for the proper use of it and for its return  within the time terms established.

Article 93. The Concessionaire is allowed to inspect vehicles and people that enter and leave the Duty Free Zone.

Article 94. The entry, transit and exit to and from the areas within the boundaries of the Duty Free Zone will be controlled by timetables established by the Concessionaire in the Internal Regulations which will authorize the entry and exit in times different from those established in the timetable, duly reporting these schedules to the Customs Bureau, so that this institution may fulfill its inspection tasks. 

CHAPTER IX

TRANSGRESSIONS AND SANCTIONS

Article 95. When the National Council of Duty Free Zones discovers irregular situations which affect or may affect the normal functioning of a Duty Free Zone or the activities developed there, it will require from the Concessionaire the adoption of the necessary procedures or proceed on its own accord to ensure the correcting and ceasing of the irregular situations.

The Concessionaires shall cooperate with the National Council of Duty Free Zones for the correct compliance of regulations and for the better functioning of the Duty Free Zone being developed by them.

Article 96. Transgressions to Law No 523/95 and/or the non-compliance with the contract obligations assumed by the Concessionaire will be punished by the National Council of Duty Free Zones with the following sanctions:

a) With a fine corresponding to up to one percent of the amount budgeted for investment,  according to the importance of the transgression; and

b) With the cancellation of   the concession to develop the Duty Free Zone in  case the breaching of the law and/or the non-compliance with  the contract obligations are serious and repeated.

Assuming the Concession is  revoked, the Executive Power will adopt the necessary procedures in order to keep the essential infrastructure and to supply the services for the normal functioning of a Duty Free Zone.

The Concessionaire has the obligation to sell or to rent the real estate and its improvements where the Duty Free Zone was located, in a period of time of a year counted since the date when the cancellation was carried out, to another person who fulfills the requirements established by Law number 523/95 for the Concessionaires.

If the Concessionaire has not proceeded like this, the National Council of Duty Free Zones will bring about an auction of the real estate and its improvements. The bidders may be those who fulfill the requirements established in Law number 523/95 for the Concessionaires. The profits will be transferred into the owner’s account; and 

c) Under none of these hypotheses is the Concessionaire exempt from civil, fiscal, administrative and/or penal responsibility.

Article 97. The transgression to Law number 523/95 and/or the non-compliance of the contract obligations assumed by The User will be sanctioned by the National Council of Duty Free Zones this way:

a) With a fine up to one percent (1%) on the amount of the investment budgeted, according to the importance of the transgression;

b) With the cancellation of the contract which authorizes him to work in the Duty Free Zone,  assuming the violation of Law number 523/95 and/or the non-compliance with contract obligations becomes repeated and serious; and

c) Under none of these hypotheses  is the User  exempt from civil, fiscal, administrative and/or penal responsibility.

Article 98.  The following are considered serious transgressions by the Users:

a) The non-transfer to the respective Duty Free Zone of goods which were introduced in the  country with destination to aforesaid zone, within the deadlines established in the respective regulations;

b) The exit of goods from the Duty Free Zone to third countries or to Customs Territory without an  export dispatch; and,

c) A falsehood on the list of goods exported  to third countries or to the Customs Territory, about their nature, quantity, quality or their price, including those goods sold retailed inside the Duty Free Zone.

The perpetration  of these irregularities will  give rise to a fine triple the one indicated  in the previous article.    

Article 99. The corporation’s directors and administrators will be individually and jointly   responsible, and will not be allowed  to administrate any other corporation  of Concessionaires, Investors or Users of a Duty Free Zone for ten years.

Article 100.   Whosoever enters or withdraws goods from the Duty Free Zones in transgression to what   Law Number 523/95 establishes, will perpetrate the crime of  smuggling . 

Article 101.  The resolutions by which  the  Users’ right to operate in the Duty Free Zones is cancelled, due to major transgressions, as the ones typified in Article 97 will be carried out immediately, nevertheless   the defendant  has the right  to appeal the measure before the corresponding authority or court .

                                       CHAPTER  X

THR SETTLEMENT OF CONTROVERSIES 

Article 102.  Any divergence in the understanding of Law number 523/95 and the contracts derived from it, will be solved according to the Laws of Paraguay and before the Courts of  the city of Asuncion.

Article 103. In spite of what is stated in the previous chapter, conflicts between the Concessionaire and the Users, among the Users themselves, or between the Users and third parties, should  be resolved through negotiation and mediation; if these procedures do not bear positive results,  disputes may be resolved by  arbitration,  according to what is agreed in the corresponding contracts. The execution of the arbitration award will be carried out by the competent Court of Law of  Asuncion.

Article 104. According to what was established in Article 9 of Law 117/92, the Council of Duty Free Zones has the power to submit conflicts or disputes that may develop with a foreign Concessionaire,  to  the “Agreement dealing with the settlement of Disputes linked to Investments between the State and Citizens of other countries”,  which was approved by Law number 944/82.

Article 105. To be reported, published and filed in  the Official Records.

                                                Dr. Gabriel Martinez Zarza

                                                   General Secretary

Signed by:    JUAN CARLOS WASMOSY

                     Carlos A. Facetti M.

                      Ubaldo Scavone

                      Gustavo Adolfo Pedrozo
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