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OPERATING OUTSIDE OF AN INDUSTRIAL PARK (FREE TRADE ZONE) 

Based on the following Decrees:

· 46-91 “Law on Industrial Export Free Trade Zones,” (La Gaceta No. 221, November

             22, 1991).

· 50-2005 “Regulations for the Decree on Industrial Export Free Trade Zones.” 
· Articles 22, 55, 80, 81, 82, 83, and 85, of Decree No. 31-92, and the addition to Decree No. 31-92, Clause d) of Decree No. 21-2003.
This application procedure and the following operating rates were approved by the CNZF in its Regular Session No. 117, October 7, 2005, and entered into force on the same day. 

I) Concepts 
ADMINISTERED FREE TRADE ZONES (ZOFAs) 

These are Tenant Companies that have been authorized by the Commission on Free Trade Zones to operate outside of free trade zone industrial parks due to the nature of their productive processes, the origin of their raw materials, or the characteristics of the company. 

According to Article 24 of Decree 50-2005 (Regulations for Industrial Export Free Trade Zones), those tenant companies that supply inputs to other free trade zone companies may only and exclusively operate within a free trade zone industrial park.  In other words, they may not be classified as an administered free trade zone. 

According to Article 27, Chapter 6, Clause 15 of Decree No. 50-2005 (Regulations for Industrial Export Free Trade Zones), the minimum constructed industrial floor space of a ZOFA will be 2,500 square meters.  ZOFAs must have the requisite buildings and infrastructure for developing and operating commercial activities, as specified in the mentioned clause (Article 27, Clause 15). 


Tenant Company: Any business or industrial or service company that has been authorized by the National Commission on Free Trade Zones to operate inside of a Free Trade Zone (within a Free Trade Zone Industrial Park) will be considered a Free Trade Zone TENANT company. Only those companies that are dedicated to producing and exporting goods or services, as specified in their respective Operating Permit, will be considered eligible to operate in a Zone.  In Chapter VI, Article 22 of Decree No. 50-2005 (Regulations for Industrial Export Free Trade Zones), Tenant Companies are classified as Producers of Goods or Suppliers of Services.  
Those companies that are dedicated to industrializing agricultural-livestock or forestry products (of high aggregate value) for export are also considered Tenant Companies.  

All Free Trade Zone TENANT Companies should be constituted as a Commercial Corporation or Trading Company, as specified in Nicaraguan legislation, with the SOLE OBJECTIVE of conducting company operations within the Zone. Foreign corporations may operate through subsidiaries or subdivisions duly registered in the country, with the same restriction regarding their OBJECTIVE.  All TENANT Companies will be subject to the laws of the Republic of Nicaragua. 

II) Requisites: 

To qualify as an ADMINISTERED FREE TRADE ZONE (ZOFA), a corporation must possess at least 2,500 meters of constructed industrial floor space, along with the infrastructure specified in Clause 15 of Article 27, Chapter VII of Decree 50-2005 (“Regulations for the Decree on Industrial Export Free Trade Zones”). 

Any firm that is interested in obtaining a Permit from the National Commission on Free Trade Zones (CNZF) to SET UP OPERATIONS as a Free Trade Zone TENANT COMPANY under the ADMINISTERED FREE TRADE ZONE (ZOFA) modality, as defined in Chapter VII of the Regulations for the Decree on Industrial Export Free Trade Zones, should send a written request (original plus one photocopy plus an electronic mail copy) to the Technical Secretariat of the National Commission on Free Trade Zones.  This request should contain the following information: 

1. Letter of Presentation and Application for Project Admission into the Free Trade Zone System.  This should be addressed to the CNZF Technical Secretariat, and signed by the firm’s Legal Representative (authenticated by a Notary Public). 

2. Presentation of the Project Feasibility Study. This should be accompanied by a brief executive summary, containing the following information: 

a. Project background and origin, name and background of the investment group (whether composed of individuals or corporations), purpose of the proposed projects, investment profile, name of the legal representative, date when operations are expected to begin, etc.
b. Market study, total volume of exports, country of origin of raw materials, and names of countries where product will be exported, indicating percentages of exports per country. 

c.   Chronology of project implementation. 

d.   Overall investment plan: origin, amount, and breakdown of investment destination. 

e.   Size and location. 

f.   Technical and engineering aspects.

g.   Budget for income and outflows.

h. Presentation of cash flows, balances, and accounting for project results from the first two years of the company’s operations, as well as Financial Accounts of corresponding partners during the last tax period (if partners are corporations). 
i.   Financial evaluation.

j.   Organization. 

k.   Constructed industrial floor space, indicating the size and use of each area.
l.   Details of the location that will be set up as a customs delegation office. 

m.   Proposed Internal Regulations that govern operations in the zone. 

n. Number of people who will work at the company (national and foreign). 
o. National aggregate value.

p. Conclusions and recommendations.

3. Product: Description and technical specifications of the product(s) that will be produced. Present sample product(s).

4. Letter addressed to the Executive Secretary of the Free Trade Zone Corporation, requesting that the Free Trade Zone Corporation be the operating company for this firm once it has been approved to take part in the Free Trade Zone System.  Mention that signature of a Contract specifying use of the System and its Technical Directorate is still pending.  

5. Copy of the Company’s Incorporation Papers, specifying the operations in the Free Trade Zone as its Sole Objective, and duly registered in the Public Trade Registry, all in accordance with Nicaraguan laws.  The copy should be certified by a Notary Public (verified as the “Same as Original”). 

6. Copy of the General Administrative Proxy, duly registered in the Public Trade Registry, in accordance with Nicaraguan laws.  The copy should be certified by a Notary Public (verified as the “Same as Original”). 

7.   Copy of the identification papers of the Legal Representative (the person authorized as General Administrative Proxy by the corporation’s Board of Directors).  If this person is a Nicaraguan citizen, the identification should be a copy of his/her Identification Card (“cedula”). If the legal representative is a foreign citizen, a copy of his/her passport should be supplied. 
8.   As appropriate: The Property Deed or Leasing Contract (or promise thereof) for the property to be occupied. Attach the property deed or contract. 

9. Location and polygonal map of the property that is registered in the Official Land Registry (attach electronic copy), indicating directions or coordinates and azimuth, in order to specify its location, dimensions and boundaries, which should be consistent with the Property Deed registered in the Land Registry.  
10. Two (2) bank reference letters and two (2) commercial references for partners of the company (national or foreign references). If the company’s partners are corporations, they should also provide financial statements for the two (2) previous fiscal years.   

11. Complete the application form that is attached, as well as the appendices (1-7) in the greatest detail possible. 

12. Receipt for payment of a non-reimbursable fee of three hundred dollars (US$300.00), to the National Commission of Free Trade Zones, for preparing and processing the Application. 
13. Receipt for the deposit of ten thousand dollars (US$10,000.00) with the Commission, as a security guarantee.  

14. Provide the Customs Delegation in the Zone with the necessary installations for effectively carrying out its work, as specified in Article 13 of Chapter IV and Article 29 of Chapter VIII of Decree No. 50-2005, “Regulations for the Decree on Industrial Export Free Trade Zones.”  Also meet the technical requirements for operating in the Free Trade Zone with the SIDUNEA++ Automated Customs System.  

15. Environmental Permit or Administrative Authorization, as corresponds to each case, issued by the Environmental Quality Directorate of the Ministry of the Environment and Natural Resources (MARENA).  This is in accordance with Article 62, Chapter XVI, of Decree No. 50-2005, “Regulations for the Decree on Industrial Export Free Trade Zones.” 
16. Certification and/or Statement verifying the request for an Occupational Health and Safety License, issued by the General Directorate of Occupational Health and Safety of the Ministry of Labor (MITRAB), as stipulated in the Ministerial Resolution on Labor Health and Safety, Article 6, Section 2, Letter “d” (published in La Gaceta No. 165, on September 1, 1993); and Article 68, Chapter XVII of Decree No. 50-2005 (“Regulations for the Decree on Industrial Export Free Trade Zones”). 
17. Verification of the availability of basic services (potable water, management of domestic sewage, electricity, telephone network, etc.).

18. Verification issued by the Ministry of Transport and Infrastructure (MTI) indicating that the company premises do not impede the right of way (if the installations are built along the edge of a highway). 
19. A letter supporting the project and Verification of Soil Use, issued by the Municipal Government where the company will be set up.  However, the company must receive a CONSTRUCTION PERMIT from the corresponding Municipal Government prior to beginning construction. 
20. A Health License issued by the Ministry of Health (MINSA), if the company’s activity is related to food or beverages.  In addition, the company must obtain a health license for each product being produced, prior to beginning any productive activities.
Note: The National Commission on Free Trade Zones reserves the right to request additional information or documentation when deemed necessary. 

III.
Once all documentation is received, the Technical Secretariat must respond to the applicant within thirty (30) working days.

IV.
The Commission’s Technical Secretariat will present the request at the Commission’s next session.  This should be accompanied by technical and legal findings, or a recommendation. 

V.
The Commission should rule on the presented applications, and communicate its findings to the interested parties via its Executive Secretary. 

VI.   The request may be approved, definitively denied, or corrected if the Commission finds that some information is lacking, that the application needs to be corrected in some way, or if additional information is required to complete the feasibility study.  In the latter case, the applicant company will be notified (by the Executive Secretary) of the Commission’s finding, and once the application has been corrected or the missing information provided, the applicant may resubmit its request for consideration.  Once an applicant has been approved, the Technical Secretariat of the CNZF will provide notification in writing, and the Commission’s Legal Division will later issue Certification of its approval.  The Commission will also communicate its approval to the Municipal Government, and to the following executive branch institutions: The Ministry of Finance and Public Credit (MHCP), the Internal Revenue Service (DGI), the General Directorate of Customs Services (DGSA), the Ministry of the Environment and Natural Resources (MARENA), the Ministry of Agriculture and Forestry (MAGFOR), the Immigration and Foreign Service Bureau, and the Ministry of Labor (MITRAB).

VII. If the request is approved, the operating company should send a copy of the technical assistance contract signed with the operating company to the CNZF.

VIII. If the request is approved, the Tenant Company should provide the following general information for its file in the CNZF: RUC number, INSS Employee Number, registry of the signatures of the company’s representatives (these should have a General Administrative Proxy or some kind of mandate).  

IX. Once the indicated requirements have been met, the CNZF will award the Tenant Company an Operating Permit that accredits it as such.  The CNZF will notify the General Directorate of Customs Services about the new company and its geographical location so that it may begin its operations.  It will also notify the Internal Revenue Service, the Ministry of Finance and Public Credit, the Ministry of the Environment and Natural Resources, the Ministry of Labor and the Municipal Government, so that all tax benefits established by law may be applied.

Favorable finding by the General Directorate of Customs Services – DGSA, as specified in Article 32, Chapter VIII, of Decree No. 50-2005, “Regulations for the Decree on Industrial Export Free Trade Zones.” (Should be requested from the DGA by the Commission’s Technical Secretariat once the company is ready to begin productive operations). 

X. Tenant companies should request the forms and instructions for statistical reports from the Technical Secretariat of the CNZF.  These will need to be periodically produced and submitted to the CNZF during operations as part of the Free Trade Zone System.   

XI).  Signature of the Investment and Operations Contract with the National Commission on

Free Trade Zones  

Once the company has been approved, a contract for operating as part of the Free Trade Zone System should be signed.  This contract defines and regulates the company’s operations as part of this system. 

XII). 
APPLICATION FEES AND GUARANTEE DEPOSIT 

· Payment of three hundred dollars (US$300.00) to the National Commission on Free Trade Zones, for preparing and processing the application. 

· Guarantee Deposit in the amount of ten thousand dollars (US$10,000.00) in cash, which will be held as long as the company operates as part of the Free Trade System.  Once this deposit has been made, the Technical Secretariat will issue the corresponding operating permit, which will guarantee all tax benefits. 

· Payment of a monthly fee to the Free Trade Zone Corporation for Use of the System. The amount paid will be equal to fifty cents of one dollar (US$0.50) per square meter. 
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