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POR EL

Presidencia de la Repiiblica
Ministerio de Hacienda

vecreto v /P44

CUAL SE APRUEBA EL REGLAMENTO DE FUNCIONAMIENTO Y

OPERACION DE LAS ZONAS FRANCAS.-

VISTO.

Asuncion 8 de Yowechye de 2002

la nota CNZF N 162 del 4 de octubre de 2002 de! Conseje Nacional de
Zonas Irancas; la Ley N° 523/95 “"QUE AUTORIZA Y ESTABLECE EL
REGIMEN DE ZONAS FRANCAS”, y su Decreto Reglamentario N°
15.554/96. la Ley N° 1173/85. “"QUE ESTABLECE EL CODIGO
ADUANERO", y su Decreto Reglamentario N° 15 813/36, el Art. 261° del
Codige Penal vigente, que sanciona los delitos de contrabando y evasién de
impuestes (Exp. ML N®21.280/2002); y

CONSIDERANDO: Que es necesario reglamentar el funcionamiznio y operacion de

zonas francas, las diversas normas referentes a la regulacion, la
documentacion, los procedimientos administrativos aplicables al
mngreso, permanencia y egreso de los bienes. mercancias y maierias
primas en las zonas francas, que faciliten las actividades dentro de
las mismas

Que el Consejo Nacional de Zonas Francas ha recomendade la
aprobacion del presentz Reglamento, a los efectos de dar
cumplimiento a lo establecido en el Art.12° inc k), del Decreto N°
15554796, reglunmnlm io de la Ley N°523/95,"QUE. AUTORIZA ¥
ESTABLECE EL REGIMEN DE ZONAS FRANCAS"

Que es necesario el funcionamieno  de  Zouas Francas
comerciales, industriales y de servicios a los efectos de impulsar ia
transformacion del escenario economico, dando cumplimiento a
las disposiciones legales establecidas para indas las actividades
que se desarrollen en las mismas.

Que es necesaria la agilizacion, fluidez y sim: plific
los servicios y tramites con el fir de logr
¢ficiencia y celeridag e
Zonas Francas.

<%,

ar la mayor cficacia,

operaciones que se reelizan en las

/ " /2.





LEGISLATIVE BRANCH

LAW Nº 523


WHICH AUTHORIZES AND ESTABLISHES THE REGIME OF DUTY FREE ZONES

THE CONGRESS OF THE PARAGUAYAN NATION ENACTS THIS LAW
CHAPTER I

DEFINITION AND CLASIFICATION

Article 1º. - Duty Free Zones are areas of national territory located and authorized by the Executive Branch, submitted to the fiscal, customs and administrative control established in this law and in pertinent regulations. 

Article 2º. - Duty Free Zones 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.  

To the effects of this Law 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 system for imports and exports is applied. Duty Free Zones do not constitute Customs Territory.

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

Article 3º. – The following activities can be carried out, separately or jointly within the Duty Free Zones:  

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, mixture of goods or raw materials;

b) Industrial,  those in which the Users are dedicated  to the production of goods destined for exports 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 assembled; and, 

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

Those services that were not specified in this law and were destined to the international market may be authorized by the Executive Branch, upon request from The National Council of Duty Free Zones, in this case they will be subject to the tributary treatment applied to Duty Free Zones in this law. 

Article 4º. - To the effects of this Law the terms below will be understood as follows:

Consignment: Introduction of goods coming from  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.

CHAPTER III

ABOUT THE CONCESSIONAIRE

Article 5º. -  To the effects of this law, the Concessionaire is the  legal entity that is entitled  to set up a Duty Free Zone, open, manage and exploit it, through a Contract signed with the Executive Branch, and who must build the infrastructure required for the setting up and operation of Companies owned by the Users of the Duty Free Zone, in accordance with the terms established in the contract.

Alternatively, a Concessionaire will be entitled to set up a factory dedicated exclusively to the production of export goods; in this case it will also assume the obligations demanded from users.  

Article 6º. - Concessions will be granted for a thirty year period, counted since the Contract is signed, unless the Concessionaire is interested in establishing  a shorter term.

This period may be extended under the legal conditions that rule Duty Free Zones at the time of the extension request, for the same period, and will be granted only when the Concessionaire has dully complied with the legal and contractual obligations assumed.  

CHAPTER III

ABOUT THE USERS

Article 7º. - To the effects of this law, The User of a Duty Free Zone is the private natural person or  legal entity, which develops any of the activities mentioned in  Article 3º of the present law.

The User obtains the right to operate within the Duty Free Zone by means of a Contract signed with the Concessionaire.

Article 8º. - The State can not be a Concessionaire or a User in any case.

Article 9º .- The Users  must comply with the legal requirements established for Traders and  register their companies in the corresponding local Public Registries, being obliged to do the accounts separately from any other activity they perform outside the Duty Free Zone,  they also must add the following expression: "User of Duty Free Zone" to their corporate name.

Article 10º. – Requirements to become a User:

a) Not to have been declared in Bankruptcy; and,

b)  Not to have had all  properties  attached 
Article 11º.- The obligations of the Users are the following:  

a) To invest in  their activities the capital stated in the corresponding application   and to develop the activities projected; 

b) To execute investment budgeted within a period no longer than one year, counted from the granting of the Contract of User signed with the Concessionaire.

c) In case of industrial activity, to start  production within a period no longer than two years counted from the granting of the Contract of User signed with the Concessionaire, except in those cases where the nature of the production activity demands more time, which must be justified at the time of applying for the authorization.   

d)  To comply with the current regulations on the protection and preservation of the environment , security, elimination of pollution , preservation of green areas and protection of the Paraguayan flora and fauna, established in the laws and regulations emanated from the national Council of Duty Free Zones; and,  

e) To present on time their statements under oath and to carry out the administrative, customs and fiscal procedures and comply with all the terms established by Laws and regulations.

CHAPTER IV

ABOUT THE TAX REGIME IN THE DUTY FREE ZONES

Article 12º.- 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 “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", dated March 26th of 1991.

- The Concessionaires will be exempt from the Value Added Tax for the      services provided to the Users.

- The sales of goods and services from Customs Territory to Duty Free Zones will be subject to the same fiscal regime granted to exports.

Article 13th. The activities described in Article 3º of the present law which are performed in the Duty Free Zones and profits obtained by Users will be exempt from all national, municipal or state tax, except the tributary regime hereby established in the present Chapter. All other activities executed in the Duty Free Zones will submit to the national tributary system. 

Any change in tax legislation that may occur in the future will not apply to the persons who chose to submit to the system established in the present law, unless they choose to be subjects of the new tributary regime.

The tax exemption comprises the constitution of Users corporations in the DFZs and the remittance of profits or dividends to third countries. It also includes the exemption for the payment of royalties, commissions, professional fees, interests and any other remuneration for services, technical assistance, technological transfer, loans and financing, leasing of equipment and any other service rendered from third countries to the Users of Duty Free Zones.

Article 14th. The Users who perform commercial, industrial or service activities and who are solely dedicated to exporting to third countries, will be taxed with a  0.5 %(half percent) rate, the Duty Free Tax, which will be collected from the total amount of their gross incomes for sales to third countries.  

This tax will be settled and paid with the formalization of each export dispatch note. 

Article 15th. The Users who perform commercial activities and also export to third countries, sales? to Customs Territory, will be subject to the Income Tax in force within Customs Territory for commercial activities, on the percentage these activities represent of the total of their gross incomes, deducting their expenses proportionately, nevertheless paying the Duty Free Zone Tax on the gross incomes for exports to third countries, as established in Article 14th of the present law.

Article 16th .  The Users who perform commercial, industrial and service activities may sell finished goods and services to Customs Territory paying their taxes in accordance to the regime established in Article 14th when their gross incomes for the aforementioned sales to Customs Territory, within a given fiscal year, do not exceed 10% (ten percent) of the their total incomes for sales.

Article 17th. Modified by Article 35, Chapter VI, Number 20 of Law No 2421/04
When a given commercial, industrial or service company, besides exports to third countries , sells to Customs territory more than 10% (Ten percent) of its gross incomes for sales, within the same fiscal year, it will pay the Income Tax in force for industrial or service activities, with a reduction of 70% (Seventy percent) of the applicable rate on the percentage of its gross sales  to Customs Territory over? and will deduct its expenses in the same proportion, nevertheless paying the Duty Free Zone Tax on the gross incomes from export operations to third countries.

Article 18th.  Derogated by Art 35th, Chapter VI. Law 2421/04

Article 19th- Industrial, commercial or service companies will keep simplified tax records for their operations of consignment or exports, which will be established by the Department of the Treasure, unless they choose to pay the Income Tax in force, for commercial, industrial or service activities in which case they must obligatorily keep the records established by the Tax Authorities for this category of taxpayers.

Article 20th. Imports to Customs Territory from commercial, industrial or service companies established within the boundaries of  DFZs will be subject to  all import taxes including tariffs applicable, except those industrial products which fulfill the requirements of origin to be considered a local product, as established by the law or current international agreements.

Industrial companies will be exempt from aforementioned tariffs if they adjust to the requirements of origin in accordance to international agreements in force at present in our country.

The Executive Branch is entitled to increase preferential treatment for those products which are considered strategic for the development of the country.

Article 21st. The same tax regime will be applied to any operation onerous or gratuitous generated because an item consigned, manufactured, transformed, assembled or repaired in the DFZ is exported to any territory outside the DFZ or alienated onerously or gratuitously, the same regime will be applied to corporation goods which are employed for the personal use of owners, directors or partners of said company.

Article 22nd. Exports of any sort of goods or services whatsoever from Customs Territory to a DFZ shall be performed as if these were operations to third countries, to all fiscal, administrative and Customs effects.

Article 23rd. The entry of goods to the Duty Free Zones , be it from third countries or from Customs Territory will be exempt from all consignment national, state or municipal taxes, except for the duties paid for services actually rendered. 

Article 24th.  Exports or re-exports of products and services from DFZs to third countries, to the same DFZ, to other DFZs or to Customs Territory,  will be exempt from all national, state and municipal taxes. 

Article 25th.  The value of the export goods will be the Customs value determined according to the regulations that rule operations of foreign trade.

Article 26th. The National Administration of Ports and Navigation will charge the due amounts affecting services actually rendered on all goods in transit to or from DFZs.  The charges for these duties can not exceed those collected by the Port of Asuncion. Services not actually rendered will be exempt from the payment of duties and tariffs.  

To the effects of the application of the National Administration of Ports and Navigation duties, the entry or exit and transfer of goods from said entry or exit places to the Duty Free Zones or vice versa, will be considered international traffic and will be charged as a single operation.

The port facilities that the Concessionaire will grant the Users will be established in the Concession Contract, all of them will be exempt from taxes.

Article 27th.  Capital goods introduced to the Duty Free Zone will be exempt from all taxes, including the goods affected to rental agreements or leasing contracts.

Article 28th. Capital goods introduced to the Duty Free Zones under the tax exemption regime granted by the present law, can not be sold, leased or transferred under any title, to persons domiciled in Customs territory, before the purchaser pays import taxes, which will be determined taking into account the present value of the goods, except when the purchaser is entitled to the same fiscal incentives. The sale, lease or transfer under any title of said goods to the Concessionaires and Users for employing them within the boundaries of the Duty Free Zone,  will be exempt from  all taxes.

Article 29th. The goods, merchandise and raw material addressed from third countries to Duty Free Zones shall be directed to their destination as soon as they arrive in the country. The goods, merchandise and raw materials addressed from DFZs  to third countries or to other DFZs will also be directed to their destination immediately after leaving the Duty Free Zones. They will not be allowed to remain in any warehouses, except those located within Customs boundaries or others authorized by the law and only for the time established in  the corresponding regulations.

Article 30th.  When retail operations were authorized within the boundaries of a DFZ, it is assumed by legal presumption that such trading aims at introducing the good to Customs Territory,  the purchaser being obliged to pay the import taxes. The Department of the Treasury will regulate the proceedings related to the settling and payment of said taxes.

The Executive Branch may regulate sales to tourists.  These operations will be subject to the fiscal system applied to exports to third countries.

Article 31st. The General Directorate of the Customs Bureau, through its branch offices in the Duty Free Zones, will be responsible for controlling the entry and exit of  the goods to or from the Duty Free Zones. It will also be responsible for the transfer of goods to or from the shipping ports, either land terminals,  river ports or airports. 

It will check the list of merchandise transcribed by the import and export dispatch notes and the values therein assigned to the goods, and will take all the necessary measures for fiscal, customs or administrative control.

CHAPTER V

ON SANCTIONS

Article 32nd. Transgressions to the present law or the non compliance to contract obligations assumed by the Concessionaire will be punished by the National Council of Duty Free Zone according to the following rules:

a) A fine of up to 1% (one per cent) of the investment budgeted, according to the importance of the transgression.

b)  The cancellation of the Concession for the Duty Free Zone, if the breaching of the law and / or the non compliance to contract obligations is serious and repeated.

If the concession contract were revoked the Executive will take all necessary measures to the effects of maintaining the infrastructure and provision of services demanded for the normal functioning of the Duty Free Zone.

The concessionaire must sell or rent the real estate affected to the Duty Free Zone as well as all its improvements, within a year, from the date the cancellation was executed, in favor of another person who fulfills the requirements established in the present law for Concessionaires.

If the Concessionaire did not proceed as stated above, the National Council of Duty Free Zones will auction the aforementioned real estate and its improvements.  The persons who fulfill the legal requirements for becoming concessionaires may be bidders. The net results of such sale will be credited to the concessionaire, and  

c) In none of the cases above  is the Concessionaire exempt from civil, fiscal, administrative or criminal  responsibility.

Article 33rd. The breaching of the present law and/or the non compliance with the contractual obligations assumed by the User will be punished by the National Council of Duty Free Zone according to the rules stated below:

a. With a fine of up to 1% (One per cent) of the budgeted investment, according to the importance of the transgression.

b. With the cancellation of the Concession, if the breaching of the law and/or if the noncompliance with contractual obligations is serious and repeated.

c. In none of the cases above is the User exempt from civil, fiscal, administrative and criminal responsibility.

Article 34th. The following acts constitute serious transgressions of the Users.

a. The non transfer to DFZs of merchandise introduced to the country and addressed to this Duty Free Zone within the time terms established in the corresponding regulations.

            b. The exit of goods from the Duty Free Zone to third countries or to 

Customs Territory with no Export dispatch note.

c. A falsehood introduced in the list of goods exported to third countries or to Customs Territory, be this falsehood on the nature, quantity, quality or value of the goods, including those goods sold retail within the Duty Free Zone. The perpetration of these irregularities will be punished with a fine three times larger than the one established in Article 33.

Article 35th. The directors and administrators of the corporation involved will be personally and jointly responsible and will be unable to administrate any other Concessionaire corporation, investment company or User company for a period of 10 (ten) years.

Article 36th. Anyone who introduces or withdraws merchandise from the Duty Free Zones not abiding to the regulations of this law will perpetrate contraband.

CHAPTER VI

THE NATIONAL COUNCIL OF DUTY FREE ZONES

Article 37th. Hereby is created the National Council of Duty Free Zones, autonomous body whose relationship with the Executive Branch will be channeled through the Department of the Treasury.

The National Council of Duty Free Zones is responsible for controlling and inspecting the Duty Free Zones and will be formed by three members nominated by the Executive, representing the following institutions.

1. The Department of the Treasury

2. The Ministry of Industry and Trade, and

3. The Ministry of Public Works and Communications

Other members of the Council are:

4. A representative of the Users of Duty Free Zones,  and

5. A representative of the Concessionaires of Duty Free Zones.

The representative of the Users and the one of the Concessionaires will be elected by their peers through direct voting, summoned by a representative of the Department of the Treasury, and will serve a 3 (Three) year term. If these representatives were not elected the Council will nevertheless  meet. A representative of the Council will preside at the meetings for the election of representatives of the Users and Concessionaires.

The presidency of the Council will be exercised by its members for a period of 1(one) year in the order established in the present article.

Article 38th. The members of the Council that represent the Executive will receive a salary from the state.

Article 39th. The Council will nominate an Executive Director and the administrative personnel necessary, who will be appointed by the Executive.

The above mentioned personnel will be included in the state budget and will follow the directions of the Council.

Article 40th. The National Council of Duty Free Zones will meet validly with the attendance of the majority of its members.

The decisions of the Council will be taken by simple majority. The president has the right to vote twice in case of a tie.

Article 41st. The decisions taken by the Council can be appealed for reconsideration within 5 (Five) days of the date they were notified.

The decisions taken by the Council can be appealed before the Executive within 10 (Ten) days. The decision of the Executive can be appealed within 10 (Ten) day before the Audit Court.

The decision in which the right of Users to operate in Duty Free Zones is cancelled for serious breaching of the law as established in Article 34 will be immediately put into effect, notwithstanding the rights of the defendant to appeal to higher courts.

Article 43rd.  The National Council of Duty Free Zones will be responsible for:

a) Controlling and inspecting the functioning of Duty Free Zones,

b) To pass judgement on all the applications for Concession presented to the Executive and prepare the contracts of Concession for the approval of the Executive.

c) To Punish Concessionaires and users pro transgressions to the legal and contractual regulations, previous summary administrative proceedings.

d) Draft the regulations ruling the functioning of Duty Free Zones for the approval of the Executive.

e) Register the Concession Contracts granted and those signed between Users and Concessionaires, and

f) Establish the rules and technical specifications for construction works in the DFZs.

CHAPTER VII

GENERAL DISPOSITIONS

Article 44th.  The real estate in use by the DFZ can not have any other destination during the period of the Concession and while a company of a User is established there. The National Registry of Real Estate will also register this property as a DFZ real estate.

Article 45th. The General Bonded Warehouses can grant “warrants” and certificates of deposit for the merchandise, raw material and products stored in the Duty Free Zones assigned to them.

These certificates will only be negotiable after the National Council of Duty Free Zones has endorsed them.

Article 46th. Certificate of origin. The Ministry of Industry and Trade will grant certificates of origin in the form and conditions established by the Executive. No specification in relation to the origin of the products manufactured in Customs Territory should be stated in these certificates.

Article 47th. Preferential treatment granted for Paraguayan exports to other countries in relation to certain products and in limited quantities or amounts will be used preferentially by export industries which manufacture said products in Customs Territory. The Executive will take measures to enforce the aforementioned treatment.

Article 48th.  The entry and production of gunpowder, weapons, ammunition and any other material for warlike uses and those whose production is considered against the interests of the country is totally prohibited.

Article 49th.  The Executive will take the administrative measures and establish the regulations it deems necessary to adequately control the operations linked to Duty Free Zones Customs Regime.

Article 50th.  Customs Brokers professional fees for services rendered to Users of Duty Free Zone will be freely established between the parties involved.

Article 51. The Executive will establish the corresponding regulations to the present law.

Article 52. Let this law be known to the Executive.

The present law was approved by the Honorable Chamber of Senators on November 24th, 1994 and also by the Honorable Chamber of Deputies, and was enacted as a law on December 13th 1994.

Signed by the President of the Chamber of Senators

The President of the Chamber of Deputies

Two Secretaries of Congress

The President of the Republic of Paraguay

The Minister of   the  Treasury and the Minister of Industry and Trade  

I, the undersigned, José Luis Guggiari, Public Translator  Registered under  Number 746,  before the Supreme Court of Justice of the Republic of Paraguay, declare upon oath that the document translated above is a faithful and correct translation into English from the original document in Spanish which I have at hand, in faith and testimony whereof have hereunto subscribed my name and fixed my seal in Ciudad del Este, Alto Paraná, Paraguay, on the  29th day of March of the year two thousand and six

                                                                                                       José Luis Guggiari

                                                                                          

Traductor Público
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