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I. PANAMA

II. GENERAL

The Republic of Panama, located in Central America which joins North and South America, has a 
surface of 77,082 square kilometers, and is politically divided into nine provinces and five Indigenous 
regions.  Panama borders east with the Republic of Colombia and west by the Republic of Costa 
Rica; north lies the Caribbean Sea and south, the Pacific Ocean.  The Panama Canal crosses the 
Republic, north to south, on the narrowest part of the Isthmus.

With a population estimated at 3.3 million, the country is a clear example of the combination of 
races.  The official language is Spanish, although an important sector of the population speaks 
English, mainly in the service sector of the economy.

A. CONSTITUTIONAL, LEGAL AND POLITICAL SYSTEM

In accordance with the Political Constitution of Panama, the Country is organized in a sovereign 
and independent State, with a republican system of government, unitary, democratic and 
representative.  The government is structured, basically in three organs: the Legislative, Executive 
and Judicial branch, headed by the Supreme Court of Justice, which act separately, but in harmonious 
cooperation.

The Panamanian legal system is structured in a formal system of sources led by the Constitution, 
as the main source of rules, organized by the State.  A lower level houses the laws of the Republic, 
organic or ordinary, law decrees and cabinet decrees; next, the executive orders, regulations, 
and resolutions (administrative or judicial).  The treaties or international agreements have the 
status of law. 

The Panamanian system is governed by the principle of legality, which means that the actions of 
state authority must be based in pre-defined rules of law.  Individuals, meanwhile, are governed 
by the principle of autonomy, freedom of contract, can do what the law does not prohibit.

Legal Stability Regime

It’s worth mentioning the existence of Law No. 54 of 1998, whereby measures are taken for the 
legal stability of investments. This law establishes equality between foreign and domestic investors.

The Law applies to investors who engage in tourism, industrial, agricultural exports, agro-forestry, 
mining, export processing zones, free zones, trade and petroleum, telecommunications, construction, 
port and railroad development, generation, transmission and electricity distribution, irrigation 
projects and efficient use of water resources and all those activities approved by the Cabinet.
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Law 54 provides guarantees for the investor:

a. legal stability so that legislative changes do not affect their entitlement (unless there are 
reasons of public utility or social interest;
b. tax stability, both at national and municipal levels;
c. customs regime stability;
d. stability in terms of labor regime.

To receive the benefits of this law is necessary to register with the National Business Development 
Directorate (DINADE, in Spanish) of the Ministry of Trade and Industry.

B. ECONOMIC SYSTEM

The exercise of economic activities relates mainly to individuals. The most flourishing economic 
sector is services, particularly the international trade that takes place in and from Panama. In this 
regard, highlights the importance of the international banking center, as well as the Colon Free 
Zone, the second largest in the world after Hong Kong, which adds value to the opportunities of 
trade finance from Panama.

Panama is one of the first ships registries worldwide according to Lloyd's Register and is currently 
developing a project relevant to global trade, which is the expansion of the Panama Canal that will 
allow more traffic of ships through the Canal.

The official currency is the Balboa, which has a par value against the U.S. dollar (U.S. $), currency 
of legal circulation and convertibility in the country since 1903. The absence of official issuance of 
paper money by constitution provides the movement of the U.S. dollar of enormous significance 
to the transactions, both locally and internationally.

The creation of instruments and the establishment of institutions for the regulation of commercial 
activities in the country have been consistent with the direction of openness towards the services 
of the Panamanian economy. Both the letter and the spirit of the legislation seek to provide facilities 
and incentives to make investment attractive in and from Panama.

Actually, there are few limitations in the Panamanian legal system for foreign investment. Both 
nationals and foreigners receive equal legal treatment, a feature that works also for foreign investors 
together. Except for retail trade, which is reserved for nationals, and restrictions on the purchase 
of real estate 10kms from the border with Costa Rica and Colombia, in Panama there are no general 
restrictions for foreigners to participate, as owners in local companies and/or joint ventures. In 
terms of delivery of public services, foreign participation is permitted, unless legal explicit directive 
of foreign governments, either directly or through intermediaries

C. FOREIGN TRADE

Panama has a long tradition of trade at the international level dating back to colonial times. Its 
spirit of openness has led to the progressive development of international trade policies. The Colon 
Free Zone, the Panama Canal, the flexible legal system and the geographical position of the Republic 
are factors that contribute to keep the country on a significant place in global trade.
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IV. DIRECT SALES

VI. FRANCHISES

V. AGENCY AGREEMENTS, REPRESEN-
TATION AND DISTRIBUTION

Through Law No. 5 of 2007, Panama simplifies and streamlines the process for the exercise of 
commercial or industrial activities within the country, so that interested parties only need to notify 
the State the start of their operations through a Notice of Operation. An exception to the obligation 
to give notice: a) the activities of agricultural, livestock, beekeeping, poultry, aquaculture, agro 
forestry and similars, b) the elaboration and sale of handicrafts and other manual or home industries, 
provided that wage labor is for up to five workers, c) non-profit activities, d) engaging in activities 
that are not acts of commerce nor industrial activities conducted by individuals or civil society, e) 
the exercise of liberal professions, either individually or through civilian partnerships, as long as 
they are not considered an act of commerce.

In Panama there is complete freedom to import and/or export goods from and/or to any countries, 
regardless of their political regime. The Panamanian international trade policy, flexible, yet selective, 
includes ports or free zones for export and re-export, export processing zones, a protective system 
for agriculture and domestic industry and incentives for industry and export.

 

In the Republic of Panama, agency, representation and distribution agreements are non-regulated 
contracts, that is, without special regulation that expressly governed them. This is the result of the 
decision of August 2, 1989, by which the Plenary of the Supreme Court of Justice declared 
unconstitutional the Cabinet Decree No. 344 of 1969, which regulated this matter.

All hiring is governed then by the common rules of contracts, in particular the principle of will 
autonomy, under which the parties can agree all the terms, covenants, conditions and terms as 
they deem appropriate, provided they are not contrary to law, morals and public order.

Under the current legal regime, there are no judicial pronouncements regarding the status of agents, 
distributors and/or representatives, while there are pending tort processes initiated by Panamanian 
companies against foreign manufacturers, for the termination of the respective contracts.

The agreements for the establishment of franchises do not have special rules, so they are subject 
to common procurement rules contained in both the civil regulation and the Code of Commerce. 
This situation has not constituted an obstacle in Panama for the establishment of major retail chains, 
which operate under such contracts.
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VII.  INDUSTRIAL PROPERTY

Under the protection of Article 49 of the National Constitution, the Republic of Panama adopted 
Law No. 35 of 1996, which enacted provisions on industrial property. This legislation aims to protect 
inventions, utility models, models and industrial designs, industrial and trade secrets, brands for 
goods and services, collective and certification brands, indications of source, denomination of origin, 
commercial names and advertising slogans and signs.

A. PATENTS

Patents are protected by Law No. 35 of 1996.  According to this Law, any natural person who makes 
an invention has the exclusive right of exploitation for its benefit. For this, the person shall request 
to the General Directorate of Industrial Property Registry (DIGERPI, in Spanish) of the Ministry of 
Trade and Industry, a patent, which protects new inventions resulting from an inventive activity 
that is capable of industrial application.
The patent is valid for twenty (20) years without extension, starting from the filing date of the 
request, subject to payment of duties prescribed by law. 

B. UTILITY MODELS

The Law also provides for the registration of utility models, provided they are new and susceptible 
of industrial application. The registration of utility models has a non-renewable term of ten (10) 
years, counted from the filing date of the relevant application, upon payment of the corresponding 
duty.

C. INDUSTRIAL MODELS AND DRAWINGS

Law No. 35 regulates the protection of industrial models or drawings, provided they are new, 
through a first release in Panama or the respective registry, which must be processed by DIGERPI. 
The registration of an industrial model or drawing expires ten years from the date of filing the 
application for registration in Panama. Such registration, however, may be extended upon application 
to DIGERPI for an additional period of five years.

D. INDUSTRIAL AND TRADE SECRETS

The law protects trade or industrial secrets. Anyone who, by reason of his employment, work, 
office, profession or business relations, has access to a commercial or industrial secret, that has 
been warned to be confidential, must refrain from using it for profit to their own advantage or 
reveal it without cause reason and without consent of the person keeping such secret or the 
authorized user. The violation of the secrecy may raise the immediate suspension of the disclosure 
and claims for damages.

E. PRODUCTS AND SERVICES BRANDS

Panamanian law protects both product brands and services, famous or leading brands, notorious, 
collective and certified under the international classification system. There is no distinction between 
domestic and foreign brands. The right to register a trademark is acquired by its use and the right 
to exclusive use by the registry.

The registration lasts ten years, counted from the filing date of the request, renewable indefinitely 
for equal periods, provided it is requested in appropriate terms and payment of the tax laws.

Indications of source and denomination of origin are also covered by Panamanian law.  
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VII.  INDUSTRIAL PROPERTY

F. COMMERCIAL NAMES

Associations and commercial names are also protected by Panamanian law. The right to register a 
commercial name is acquired by its first adoption or use in trade; its exclusive use, or by registering 
on the DIGERPI. The registration lasts for ten years from the filing date of the request, renewable 
indefinitely for equal periods.

G. ADVERTISEMENT SLOGANS OR SIGNS

The advertising slogans or signs may be registered in Panama. Such registration lasts ten years 
counted from the filing date of the respective request, renewable indefinitely for equal periods.

H. COPYRIGHT

Law No. 15, which governs copyright and related rights, was approved in mid-1994.  The above 
exert protects the rights of authors in their literary, educational, scientific or artistic works, regardless 
of gender, form of expression, merit or purpose.

For adequate protection of copyright, the legislation provides civil and criminal procedures. 

Among the main legal entities are regulated in Panama there are: a) Limited Liability Companies 
(Law 4 of 2009); b) Limited Partnership (Simple or by shares); c) partnerships, d) Civil Societies 
and e) Corporations.  The latter are the main vehicle for conducting business in Panama and offshore 
operations, so we expose its system below.

A. CORPORATIONS

The system of incorporation and regulation of corporations is mainly governed by Law 32 of February 
26, 1927, although certain provisions of the Code of Commerce are applicable (Law No. 9 of 1946, 
Cabinet Decree No. 247 of 1970 and Decree Law No. 5 of 1997). The incorporation and registration 
procedure is simple and expeditious.

Corporations can do whatever is necessary for the development of the objects listed in the articles 
of incorporation or in the reforms, or whatever is convenient for the protection and benefit of the 
company and, in general, any lawful business in the absence of any limitation contained in the 
articles of the incorporation. 

The management or administration of the company shall be conducted by a Board composed of 
natural persons and/or legal entities, irrespective of their domicile and without the need to be 
shareholders. This will have the full control and full command of the company and may exercise 
all the powers granted to the company, unless the restrictions established by law, the articles of 
incorporation and bylaws or those reserved to shareholders.

Panamanian corporations that do not conduct business in the Republic is not required to file tax 
return or financial statements to any local authority and the accounting books, as well as any other 
information on their activities, may be maintained and kept in any part of the world. Shareholders´ 
information is not subject to any registration in Panama.
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By contrast, corporations conducting taxable operations within Panamanian territory are required 
to declare income tax, as well as perform any other formality required by law depending on the 
type of activity engaged.

Every corporation, no matter where it operates, must keep a Minutes´ Book and a Shares´ Registry 
Book.  Accounting and other records may be kept using books, electronic means or other mechanisms 
authorized by law, provided that they can be printed.

Corporations registered in the Public Registry of the Republic of Panama, shall pay an initial annual 
flat fee of US$250.00 and subsequent single annual fees of US$300.00. The non-payment of that 
fee within the period in which the cause has the effect of non-registration of any record, document 
or agreement and the failure to issue certificates related to the respective corporation, except those 
ordered by competent authority or requested by third parties for the specific purpose of asserting 
their rights. The late payment creates a surcharge of US $50.00 plus a fine of US$300.00 and a 
marginal note in the Public Registry, indicating that it is in default status.

Relocation

The companies organized under the laws of other countries or jurisdictions may continue existing 
under the laws of the Republic of Panama. 

The continuation of the company under Panamanian law shall take effect between the parties and 
third parties from the date of initial membership of the company in the country or jurisdiction of 
origin.

Panama corporations can, as stated in the articles of incorporation or its reforms, continue under 
the protection of the laws of another country or jurisdiction, provided that the laws of that country 
or jurisdiction so authorize it and that the company is up to date in its tax obligations in the Republic 
of Panama.

Panamanian trade law does not regulate properly the joint venture. The legal concept that is most 
similar in its structure is the participation account agreement (Articles 252 and 489-500 C. Co.).

In public procurement, Law No. 22 of 2006, authorizes in its article fourth, the presentation of 
proposals by accidental associations and the Laws No. 43 of 1995 and 31 of 1996 about 
Telecommunications, and Law No. 6 of 1997 regarding electricity, allow the participation in the 
syndicated bidding process. In the latter case, the respective contract shall be approved in advance 
by the Regulatory Entity of Public Services and consortium members shall register with the Public 
Registry.

The few existing regulations on the matter have not been an obstacle to the viability of projects 
and investments in Panama by means of this way of doing business. Thus, investments have taken 
place, among others, mining, real estate and public tenders for various public services.

IX. JOINT VENTURES
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X. TRUST SYSTEM

XI. REGIME OF PRIVATE 
FOUNDATIONS

The Trust is governed by Law No. 1 of 1984, which replaced the old law of 1941. The current Law 
is designed to improve the position of Panama as an international financial center.

Tax Incentives:

Are exempt from taxation the acts of incorporation, modification or termination of the trust, as 
well as acts of transfer, transmission or lien of the trust assets and income from such assets or any 
other act on them, if the trust is about:

a. Assets located abroad;
b.  money deposited by individuals whose income is not of Panamanian source taxable in 
Panama;
c. shares or securities of any kind issued by companies whose income is not of 
Panamanian source, even if such securities are deposited in Panama.    

A. TRUSTS

In accordance with Executive Decree No. 16 of 1984, the trust business is supervised by the 
Superintendence of Banks (the governing body of the banking activity, Decree Law No. 2 of 2008). 
For the exercise of the trust business, interested parties are required to obtain prior authorization 
from the Superintendence.

B. CONFIDENTIALITY

The trust, its agents and employees, as well as state authorities and any person related to the 
transactions of the Trust by virtue of office or position shall not disclose any information related to 
the Trust. 

C. APPLICABLE LAW

Trusts established under the laws of Panama are governed by Panamanian law. However, the trust 
may be subject to foreign law, if agreed. A contrario sensu, the trust established abroad may be 
subject to Panamanian law if it is pointed out in the respective agreement with compliance of the 
requirements and formalities of the Panamanian law.

D. DISPUTE RESOLUTION

Any dispute that is not mentioned in the special procedure law shall be settled under summary 
procedure. Be provided in the trust agreement in a court of arbitration or arbitrarily to resolve 
arising disputes.

Through Law No. 25 of 1995 were established in Panama private interest foundations, as a legal 
vehicle to facilitate charitable or benevolent activities within a family context, and to meet their 
economic goals. They constitute an ideal tool for asset management and tax planning.
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Although the law prohibits private foundations to conduct nonprofit activities, they can participate 
in investments of any type of asset, be part of partnerships, and to control companies as holding 
companies or holdings. It also can be used for schemes fund management or benefit systems for 
workers in any enterprise.

The private foundation is a good tool for a successful businessman to ensure the continuity of his 
company in the event he cannot find suitable successors. The purpose is to provide a vehicle for 
personal business existence after death of owner.

Moreover, the private foundation (family) is established for the purpose of managing the succession 
of assets, to preserve the family assets and for the support of members of one or several families. 
They are also attractive as tax planning tools, since they can transfer assets that generate income 
exempt from taxes, as means to reduce taxes on inheritance and donations.

A. COUNCIL OF THE FOUNDATION

The private foundation must have a Council composed of no less than three (3) members, except 
in the case of a legal person. The Council may be composed by natural and legal persons at the 
same time, and does not require its members to be residents. The founder may belong to the 
Council.

The Council is responsible for compliance of the purposes of the foundation, for which manages 
the assets of the foundation and conducts any legal transaction. If the foundations act so provides, 
the Foundation Council shall exercise its functions under the authorization of an oversight organization 
appointed by the founder.

B. SUPERVISORY BODIES

Law 25 allows the establishment of supervisory bodies, whether natural or legal persons (auditors, 
protectors, counseling boards, bodies representing the interests of the beneficiaries or other similar).

C. TAX REGIME

Private foundations must pay registration fees and an annual initial flat fee of U.S. US$250.00 and 
subsequent single annual fees of US$300.00.

As stipulated in this Law are exempt from any charge the acts of creation, modification and extinction 
of the foundation, and the transfer of assets of the foundation, provided that such goods are abroad, 
constitute money deposited which income is not of Panamanian source or are securities of any 
class, issued by companies which income is not of Panamanian source. The acts of transfer of 
immovable property, securities, certificates of deposit, securities, cash or shares made on account 
of compliance of the purpose or the extinction of the foundation in favor of relatives within the first 
degree of consanguinity and the spouse of the founder are also exempt from charges.

D. LEGAL PROVISIONS ON INHERITANCE 

Heritance existing laws that govern in the domicile of the founders or beneficiaries are not effective 
against Panamanian private foundations.

E. CONFIDENTIALITY

Members of the Foundation Board, supervisory bodies, public officers and private employees who 
have knowledge of the activities, operations or transactions of the foundations are obliged to 
maintain strict confidentiality and privacy in what they know about , except in cases expressly 
determined by law. In case of violation of this restriction, law provides for a term of imprisonment 
of 6 months and fined US US$50,000.00.
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XII.  BANKING REGIME

XIII. CORPORATE FINANCIAL 
SYSTEM

XIV. LEASING REGIME

In order to meet the norms, principles and sound international practices, enhance confidence and 
stability of the banking regime and protect small savers, the Decree Law 9 of 1998 was amended 
through Decree Law 2 of 22 of 2008, commonly known as the "Banking Law”.

In relation to the changes introduced by the legislation there is a expedite process to ensure 
addressing situations of troubled banks, specifically, establishing an expedite process and that 
ensures the recovery of savings that are paid within 15 days following the date the resolution 
ordering the liquidation, the deposits of US$10.000.00 Dollars or less.  It incorporates the possibility 
to designate beneficiaries on deposit accounts if the holder dies, without legal proceedings.

The International Banking Center of Panama has more than 94 banks, both international and local, 
as of September 2010. According to data of the Superintendence of Banks, the Centre's assets 
totaled US$69.877 million, which represents an increase of 9.0% compared to the same period a 
year earlier. System liquidity is at 65.05%, well above the 30% required by the Banking Law.

Through Law No. 42 of 2001 Panama regulates financial companies and their operations. Excluded 
from the scope of this law, are the credit operations carried out by banks (credit cards included) 
and other entities regulated by the Superintendence of Banks (trust companies), insurance 
companies, cooperatives, mutual companies, savings and loan associations, pawn shops, furniture 
shops and financing transactions made by traders about their own sales.

The operation of a financial company requires prior authorization, granted by order of the Directorate 
of Financial Companies of the Ministry of Trade and Industry, entity that has a special registry for 
this. 

In accordance with the Law, natural persons and legal representatives of legal persons authorized 
to engage in financial activities, shall be domiciled in Panama. In addition to this, the persons 
authorized to conduct business of financing must send a notice of operation.

Law No. 7 of 1990 regulates the regime of financial lease of movable property In Panamá. According 
to the Law, if the property will be used within the Panamanian territory, local contract is deemed; 
by contrast, is considered international. The contract may fall on ships, aircraft, machinery; 
equipment, vehicles, or any other movable property allocated individually and must have a minimum 
period of three years.
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XV. INSURANCE COMPANIES REGIME

To carry out leasing operations, the applicant must sent a Notice of Operation and then be registered 
with the Financial Company Management of the Ministry of Trade and Industry. After being authorized 
to begin operations, the applicant must register in the Financial Lessors´ Registry of the Ministry 
of Economy and Finance. The minimum capital required to engage in the business is US$100,000.00.

The rents paid by virtue of a local leasing agreement are subject to income tax to the lessor if the 
assets are used in Panama and are deductions to the lessee if the assets collaborate in the production 
or conservation of Panamanian income. Are also deductible to the lessor or lessee, as applicable, 
the costs incurred for the expense of asset, insurance premiums and other normal expenses incurred 
in the use and preservation of the asset for production or conservation of income.  The rents paid 
under leasing agreements related to merchant ships or ships dedicated to the international maritime 
trade, are no subject to income tax in Panama and the fees paid under the lease agreements are 
not subject to the Movable Assets´ Transfer Tax.

In international leasing agreements, the rents paid to the lessors are considered foreign source 
income, and therefore are not taxable in Panama. The award of this type of contracts does not 
generate the Stamp Tax, unless the document is to be used before the Panamanian authorities.

Furthermore, Panama adopted, through Law No. 4 of 1997, the UNIDROIT Convention on International 
Financial Leasing, held in Ottawa (1988).

Through Law No. 12 of 2012 Panama regulates the companies engaged in insurance business and 
the granting of bond, the administrators of insurance companies, administrators of insurance 
brokers, adjusters, and natural or legal persons engaged in insurance brokerage. Also subject to 
this law are activities undertaken by entities engaged in the provision of services or health plans 
aimed at preventing or restoring the health of the users of these services, directly by their own 
resources, by third parties or the combination of both, by prepaid fixed sums involving the transfer 
of risk to the provider of such services, as well as entities that promote under any denomination 
contracts, involving the transfer of risk to the entity paying service provider, may require the 
payment of rent, or any form of contract involving the transfer of the risk of mortality, survival or 
morbidity including investment funds or savings.

The exercise of the insurance business requires the prior approval of the Superintendence of 
Insurance and Reinsurance.  The permits to operate the branches of life, general and bonding are 
granted separately.

Companies shall have a minimum paid capital of US$5,000,000.00, free of liens.  Also, insurers 
should have the following reserves, free of liens:

a. For life insurance (individual, industrial, annuities and pension plans) is calculated to 100% 
of mathematical reserves on all policies in force, are included in this estimate the reserves for 
dividends to policyholders, for plans with participation;

b. For groups (life, credit, mortgage disencumbrance, personal accident, health and transportation 
of goods), at least 10%, and for casualty insurance, fire and allied lines, marine (hull), automobile, 
liability, theft, glass, mortuary, aviation, and surety diverse coverage generally at least 35 %. In 
both types of reserves, the calculation shall be based on net premiums of retained cancellation in 
the twelve months prior to the valuation date;
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XVI. REINSURANCE COMPANIES 
REGIME

c. 100% of the reserve corresponding to the amount of net claims liabilities for reinsurance, pending 
settlement or payment at the end of the fiscal year concerned advised (Reported Pending Claims 
Reserves) and 100% of estimated claims to be reported (Reserves for claims incurred but not 
reported), plus estimated costs;

d. Mismatch Reserve, for the risks stemming from the mismatch of term, interest rate, currency 
and investment instruments, including assets and liabilities of the insurer, subject to the rules 
established by the Superintendency of the elements to be considered for calculation and constitution;

e. A forecast reserve for statistical deviations of not less than 1% and up to 2 1/2% for all branches, 
calculated based on corresponding net premiums retained;. 

f. A catastrophic risk reserve and/or contingency not less than 1% and up to 2 1/2% for all branches, 
calculated based on corresponding net premiums retained; 

g. The reserve specified by the Superintendent of Insurance and Reinsurance.   

In addition, insurance companies are required to keep in the country a reserve fund equivalent to 
20% of its net income before applying the income tax, to establish a fund of US$2,000,000.00, 
and thereafter by 10%, until reaching 50% of the paid capital. Until the company has made this 
reserve, it cannot declare or distribute any dividend or transfer profits.

Law No. 63 of 1996 establishes the regulatory framework for reinsurance companies, 
administrators of reinsurance companies and natural or legal persons engaged in reinsurance 
brokerage.

To engage in reinsurance business in or from Panama, it is required to obtain the authorization 
of the Board of Directors of the Superintendence of Insurance and Reinsurance through the 
issuance of the respective license. The same can only be issued to those legal persons engaged 
in the business from an office established in Panama, which must include responsible staff to 
the Superintendence of Insurance and Reinsurance.

There are four types of licenses namely:

a. General Reinsurance License: Granted to legal persons who, from an office established in 
Panama, are exclusively dedicated to the reinsurance of foreign risks; 
b. Reinsurance License Manager: Granted to legal persons who, from an office established in 
Panama, represent third party reinsurers and, on their name and representation, contract 
local or foreign risk reinsurance;
c. Reinsurance Broker License:  Granted to legal persons who, from an office established in 
Panama, are intermediaries between the reinsurance companies and their reinsurers.

In accordance with Law, the premiums from reinsurance activities for foreing risks are not 
subject to tax; or income tax on the profits from reinsurance of foreign risks. 
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XVII. CAPTIVE INSURANCE 
REGIME

On the other hand, the following reserves are deductible to determine the taxable income:
a. Legally admitted technical reserves;
b. reserves for claims occurred, pending of claims or pending payment;
c. reserves for catastrophic risk or contingency approved by the National Reinsurance 
Commission, and,
d. reserves authorized by the Commission.

To operate as Administrator of a reinsurance company it is necessary to have a license, issued by 
the National Reinsurance Commission and a minimum paid capital of US$500,000.00.

Foreign reinsurers and foreign reinsurance brokers operating from abroad and brokers may 
conclude reinsurance contracts with local supervised agents provided when registering on 
mandatory registration for Reinsurance and Reinsurance Brokers Foreign pursuant to Agreement 
No. 4 of 2012 of the Insurance and Reinsurance.

The Law defines captive insurance as those legal persons engaged exclusively, from an office 
established in Panama, to insure or reinsure particular or specific foreign risks previously 
authorized by a license issued by the Superintendence (legal persons may be business 
companies of any kind, whether incorporated in Panama or in other jurisdictions).

Captives can only insure or reinsure foreign risks previously authorized by the Superintendence. 
Any circumstance that affects the conditions under which authorized a risk, must be notified to 
the Superintendence, to enable it to rule on the viability that such risk continues to be insured or 
reinsured. Similarly, any additional risk you want to insure or reinsure must be approved first by 
the Superintendence.

The Republic of Panama enacted Law No. 60 of 1996, which regulates the operations of Captive 
Insurers. This law was designed with the aim of promoting the establishment and administration 
of companies engaged in insurance and reinsurance operations of foreign risks from Panama.

Among the advantages and facilities offered by the Law as an attraction for the establishment 
and management of these businesses are: 

a. Minimum and simple requisites to register the company;
b. Minimum and simple requisites to obtain a license to operate from Panama; 
c. Exemption of taxes on profits and bonuses;
d. A physical office is not required if you designate an authorized administrator in Panama. 

In addition, Law establishes the necessary mechanisms to ensure that the captive licenses are 
granted to companies with proven solvency and probity. The Law also gives broad and sufficient 
powers to the Superintendence of Insurance and Reinsurance to gurantee that operations take 
place within the legal framework.

The capital must consist of unencumbered assets, kept at all times in Panama, for a mínimum 
of:  
General Branches:          US$150,000.00

Book: 5:1 ratio between retained net premiums and equity  
Branches at long-term risks or both branches:    US$250,000.00
Book: 6% of mathematical reserves  
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XVIII. COMPLEMENTARY PENSION AND 
RETIREMENT FUND ADMINISTRATORS

XIX. STOCK MARKET REGIME

Law No. 10 of 1993 created the National Commission on Retirement and Pension Funds, attached 
to the Ministry of Economy and Finances, with the aim of providing incentives for the formation of 
these systems of savings and investment.

In accordance with this Law, the retirement and pension plans are voluntary and complementary 
to the Social Security benefits, with the amounts received by the beneficiaries thereof, exempt 
from income tax.

The contributions to create funds of retirement and pensions and other similar benefits to workers, 
may be deducted as expenses by the employer, as long as they are incorporated under a trust 
regime exclusively for that purpose, and is administered so alien to the regular business activities. 
The deductible portion of annual contributions cannot exceed 10% of annual gross income of the 
worker. The deductible portion of workers' annual contributions may not exceed 10% of their gross 
annual income.

May be managed by banks (with general license), insurance companies (with licensed to operate 
in Panama), licensed trust companies (through trust funds established under Panamanian law), 
cooperatives and managers of investment companies or mutual funds after approval of the 
Superintendence of Banks, in the case of banks and trusts, the National Securities Commission, 
in the case of mutual funds, and the Superintendence of Insurance and Reinsurance, in the case 
of insurance companies.

The plans can be individual or collective, whether contributory or not and of defined contribution. 
It must require a minimum of 10 years of contributions to enable the recipient to make voluntary 
withdrawals of the retirement plan, except in the case of beneficiaries with more than 55 years of 
age, in which case the period may be reduced to a minimum of 5 years.

Assessments or contributions made in plans or funds are deductible for purposes of determining 
taxable income. In case of individual contributions from individual plans, the deductible portion of 
annual contributions cannot exceed 10% of annual gross incomes of the taxpayer, whether the 
contributions are made to one or more plans. Employers can deduct contributions made to funds 
for the benefit of its employees, to an equivalent to the amount they can deduct from personal 
contributions of benefited workers.

A. SECURITIES AND EXCHANGE COMMISSION

The Panamanian stock market is regulated by Law 67 of 2011 (Securities Act), which regulates 
the stock market in Panama and creates the Superintendence of the Stock Market (SMV, in Spanish) 
as a State Agency responsible for the approval and supervision as of public offerings of securities, 
securities trading and the establishment and administration of mutual funds, granting licenses to 
the various players of the stock market, including Forex. 

B. STOCK MARKET PARTICIPANTS

The Securities Act regulates the licensing of stock market participants, namely: securities firms, 
investment advisors, investment manager, stock exchanges, central securities, sales agents, 
brokers, brokers-dealers and investment companies, as follows:
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1. Brokerage Firms and Investment Advisors: 

The first are those engaged in securities trading whether, self-securities or on behalf of others. 
Investment advisors, in exchange for remuneration, advise others as to the pricing of securities, 
the convenience of investing, buy and sell securities, offering and opening investment accounts, 
prepare reports on the stock market and advise on Forex.

Brokerage firms and investment advisors shall have a license granted by the SMV. The license for 
brokerage houses allows the pursuit of activities as an investment adviser and both are obliged to 
submit periodic reports, as well as audited and internal financial statements to the SMV.

1.1. Brokerage Firms

Brokerage firms can engage in incidental business like custody account management, investment 
and Forex advisory, management of asset investment companies, securities lending and money 
to purchase securities, which are subject to net capital requirements and liquidity, as determined 
by the SMV.

Brokerage firms can also provide investment management services of investment companies. For 
this purpose the Brokerage firm must obtain the relevant license.

1.2. Investment Advisors

Meanwhile, Investment advisors can manage escrow accounts, assets and money on a discretionary 
manner or not, but are not authorized to offer investment accounts and provide advice on Forex. 

2. Securities Brokers and Analysts

The roles of the CEO, broker and analyst at a brokerage or investment advisory firm may only be 
performed by people who have the appropriate license issued by the SMV. In order to obtain a 
license, applicants must pass exams on the content of the law and its regulations, on the uses and 
customs of the securities industry, the rules of the exchanges and centrals, and on general principles 
of accounting and finance.

3. Stock Exchanges and Central Securities

In order to engage in the business of stock exchange or central securities, the interested person 
must obtain the appropriate license from the SMV, which will be granted, provided that evidence 
is presented to the extent that the applicant has administrative and financial capacity to deliver 
the service.

As “self-regulatory” organizations (SROs), they are obliged to protect the interests of investors, 
promote cooperation among market players, report any violations of securities law not unreasonably 
restrict or discriminate regarding membership nor affect the free competition, prevent deceptive 
and manipulative acts that affect market transparency.

Also, the stock exchange shall supervise that their members comply with internal rules and the 
securities law. 

As equity houses, both are obliged to submit periodic reports, as well as audited and internal 
financial statements to the CNV.
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C. SECURITIES REGISTRY AND PUBLIC BIDS

The following are subject to registration by the SMV:

a. those that are subject of a public bid, subject to approval by the SMV;

b. shares of issuers domiciled in Panama which, the last day of the fiscal year, have 50 or more 
shareholders domiciled in Panama who are beneficial owners of not less than 10% of the issuer’s 
paid-in (excluding affiliates, employees, directors and officers of this for calculation). If 75% of 
shareholders decide that the company will continue as a non-registered company under the law, 
the exemption from this requirement is possible; 

c. the securities listed on a stock exchange in Panama.

Foreign issuers can register their securities with the SMV and the public bid does not imply per se 
conducting business in Panama. Foreign issuers are required to maintain in Panama a proxy to 
represent them before the Panamanian authorities, including the judicial body and the SMV.

Moreover, the law regulates in detail the public bids of securities by issuers (or affiliated persons). 
The law considers a bid done in Panama to those address to persons domiciled in Panama, whether 
it had been made from Panama or abroad, unless the CNV determines otherwise.

The law states the following offers as exempt from registration:

a. State Securities.  

b. International Organizations’ Securities

c. Private Placement: offers made by the issuer (or its affiliate) or a bidder on its name, to no 
more than 25 people and which together result in the sale of such securities to no more than 
10 people, within a period of one year. 

d. Offers and sales to institutional investors.  

e. Deals, sales, distribution, transfer and exchange of shares between the issuer and security 
holders of such issuer by reason of:

e.1 offer of shares to increase capital of the issuer, directed to existing shareholders;  
e.2 the declaration of dividends on shares or other securities of the issuer;
  e.3 reorganization, dissolution, liquidation or merger of the issuer;
  e.4 the exercise of rights or options previously granted by the issuer;

f. Sales and supply by the issuer, exclusively to its employees, directors, officers or employees, 
directors, officers of affiliated companies; 

g. Any other offers, sales or transactions in securities exempted by resolution of the CNV.  

D. INVESTMENT COMPANIES

The Securities Act regulates investment companies, both in open and closed versions, depending 
on the choice of redemption and empowers the SMV to establish categories of investment companies 
based on the type of risk, portfolio and property, levels of debt or liquidity and other parameters 
deemed appropriate.
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Likewise, the law governs investment companies considered "foreign", which are those which have 
been incorporated under the laws of a foreign State, or those which primary investment manager 
has his main residence outside of Panama and manage property or assets of the investment company 
out of Panama.

Moreover, the law provides the so called “private” investment companies, which are those operated 
in or from Panama, which participation shares are not offered in Panama and which incorporation 
document contains one of the following limitations:

a. Limit of 50 persons as beneficial owners of their participation quotas or requiring that offers 
of their shares are communicated privately and not through public media;

b. a provision stating that their contributions can only be offered to qualified investors in minimum 
amounts of initial investment of US$100,000.00 [qualified investor is one whose line of business 
includes the negotiation of securities or assets not less than one million dollars of the United 
States of America].

These investment companies must appoint a representative in Panama, who must have sufficient 
powers to represent the company before the CNV and receive administrative and legal notices.

E. INVESTMENT MANAGERS

To act as an investment manager it is imperative to be licensed, whether the person provides 
services to investment companies, registered or not with the SMV. Also, those companies that 
manage the funds of the Savings and Capitalization of Pension of Public Servants (SIACAP, in 
Spanish) must be licensed.

Foreign investment managers shall have a license issued by a foreign jurisdiction.  Foreign managers 
are those who administer, manage, invest and, in general, perform their duties as investment 
managers outside of Panama. The SMV is authorized to grant exceptions to compliance with 
requirements of the Law, in specific cases, for foreign investment managers.

Investment managers are obliged to submit reports and financial statements to the CNV and to 
the investors of the investment companies they manage.

F. PRICE PROVIDERS

This new Securities Law introduced for the first time in Panama the legal figure of price providers, 
defined as those entities in the business of providing professional calculation, determination and 
procurement of updated prices for the valuation of securities, derivatives on recognized stock 
markets by financial institutions.

To operate as Price Provider in Panamá, it is necessary to register before the SMV. 

G. FUND ADMINSTRATOR 

Are those entities providing back office support to regulated entities, such as specialized administrative 
services such as accounting, secretarial, shareholder relationship management, payment, registration 
and transfers as well as other services not related to investment activities. 

These entities are jointly liable to the customers of the companies that have hired their services 
and are banned by law from performing activities directly related to investment funds.
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H. STOCK TRADING

The law authorizes the granting of credit in order to purchase or hold securities values registered. 
Likewise, is feasible that securities firms go into debt offering securities as collateral.

On the other hand, it is possible to give or borrow securities and repurchase of securities.

Finally, the Law empowers the SMV's rules for operations of options, futures and other derivatives, 
as well as asset securitization (securitization).  Inclusive, the law allows the assignment of future 
rights and other intangible property in order to be securitized.

I. CUSTODY, COMPENSATION AND SETTLEMENT

The law provides for a full title, which regulates in detail the issue of securities represented by 
book entries, and the creation and operation of a system of indirect holding of financial assets 
through escrow accounts, leading to dematerialization of the titles.

These systems of title registration in no way affect the possibility to create security interests, such 
as lien. 

J. PROHIBITED ACTIVITIES

The law prohibits inside trading, as well as all fraudulent or deceptive acts or market manipulation 
that would affect the purchase and sale of securities.

The CNV is empowered to impose administrative fines, as well as it enshrines the liability of causing 
damage or injury.

K. DISSOLUTION, LIQUIDATION AND INTERVENTION  

The law provides a comprehensive regime for the intervention, reorganization, dissolution and 
liquidation of filers (market players). 

L. TAX INCENTIVES

In accordance with the law, for the purposes of income tax, dividend tax and complementary tax, 
gains are not considered taxable or losses deductible from the sale of securities issued or guaranteed 
by the State.

Equal treatment is given to profits and losses from the sale of securities issued or exchanged by 
persons registered with the CNV, provided that such negotiation is given:

a. through an exchange or an organized market, or;
b. is the result of the acceptance of a tender offer to purchase securities, or;
c. is the result of a merger, consolidation, corporate reorganization.   

Earnings from the sale of bonds, shares, participation shares, as well as those arising from the 
sale of property, are taxable.  Similarly, the profits from the sale of securities, as a result of the 
acceptance of public offering of shares, constitute taxable income in Panama, and the sale of 
shares, participation shares and other values constitute taxable income in Panama, calculating the 
tax payable at a fixed rate of 10%.

The buyer has the obligation to withhold from the seller, a sum equivalent to 5% of the total value 
of the sale, as an advance to the income tax capital gain. The buyer will be required to submit to 
the Treasury the amount withheld, within 10 days of the date on which the obligation to pay the 
tax arose.
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XX. THE MARITIME SECTOR

On the other hand, the interests paid or credited to securities or titles registered in the SMV cause 
income tax based on a single rate of 5%, which must be retained by the person who paid or credited 
them. These annuities are not considered part of the gross income of the taxpayer, so they are not 
required to be included in their respective statements.

The interests arising from securities registered with the SMV and posted on a stock exchange or 
organized market is exempted from this tax.  The underwriting does not affect the tax benefits.

The securities registered with the SMV and any act, contract, agreement or document relating in 
any way with such securities or the issuance, sale, subscription, payment, transfer, exchange or 
redemption are exempt from stamp duty.

A. REGISTRATION OF SHIPS

There is no minimum tonnage condition or age of a ship to proceed to its registration in the Public 
Registry; however, ships with over 20 years of construction must comply with an inspection after 
the provisional registration of the ship.

Except for yachts, all ships can be flagged by a Panamanian Consulate authorized by the Merchant 
Navy to issue documents for ships or directly in the Bureau of Consular and Maritime Affairs in 
Panama.

After the provisional Licenses for Navigation and Radio have been issued, which are valid for six 
and three months respectively, the interested party must submit the following documents to 
complete the permanent record of the ship:

a. Power of attorney. Such power must be authenticated by a Notary Public to certify the ability 
of the grantor and then it shall be legalized by a Panamanian Consulate, or it can also be legalized 
through the process of Apostille.   

b. Property title duly authenticated by a Notary Public and legalized by a Panamanian Consulate 
or Apostille.  

c. If there is only one transfer of registration, without any sales at all, then you must send the 
previous Certificate of Cancellation of Registry, duly authenticated by a Notary Public and legalized 
by a Panamanian Consulate or Apostille. This document is registered with the Office of the Public 
Registry of Panama, as well as the Title of the ship.

d. An authentic copy of International Tonnage Certificate (1969) in relation to the respective 
vessel, issued by an appropriate classification society on behalf of the Panamanian government. 
This authentication, as a true copy, shall be made by a classification society or by a Panamanian 
Consul. 

e. A Permanent Radio License Application: In the event that the provisional radio and navigation 
licenses expire without the ship having obtained their permanent radio and navigation licenses, 
they can be extended for an additional period with the payment of renewal changes and a fine. 

19



XXI. AIRCRAFT REGIME

Taxes and annual fees are paid during the course of January of the following year. While they may 
be paid directly into the offices of the General Directorate of Merchant Marine of the Panama Maritime 
Authority, the interested party can cancel them before a Panamanian Consulate, if it is convenient.

B. PANAMANIAN SHIP TAX INCENTIVES

The revenues from the operation of ships registered in other jurisdictions are exempted from 
payment of incoml2e tax, if in the respective countries there is reciprocity in the taxation of income 
earned in those countries for ships of the Panamanian merchant marine. The revenue generated 
by the operation of ships of any nationality, by foreigners living in Panama or not, if the country of 
nationality of the person granting an equivalent exemption to persons domiciled in Panama in virtue 
of the principle of reciprocity, are also exempt from the same tax.

The registration and operation of aircraft in Panama are mainly regulated by Law 21 and 22 of 2003 
and Resolutions 014-JD of 1986 and No. 11-JD of 1996 of the Board of the Civil Aviation Authority 
(AAC, in Spanish). Law 23 of 2003 gives the regulatory framework for the management of airports 
and airfields in Panama.
 
Panamanian law does not provide an open and dual system for the registration of aircraft, such as 
ships. Under Panamanian law, the aircraft that can be registered are the following:

a. the Panamanian state-owned;

b. public transport aircraft owned or operated by Panamanian citizens, with operations based 
in or outside of Panama;

c. private aircraft operations owned by Panamanians or foreigners, based in Panama; 

d. private aircraft operations based in Panama owned by individuals residing in Panama or 
domiciled in this country;
 
e. foreign aircraft abandoned for more than 90 days without being claimed by their owners to 
the authorities.

In Panama, after submission and acceptance of the information required for registration of aircraft, 
the acronym for identification is assigned, which will later become the registration. Certified Aircraft 
Appraisals are also available.

The AAC also gives, after investigation and verification of the particular needs of the person 
concerned, the permits (temporary or final) for the leasing of foreign aircraft for public transport 
services, nationally or internationally, which are subject to compliance with legal requirements for 
granting. 
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XXII. TELECOMUNICATIONS

XXIII. TOURISM

The revenues from the operation of aircraft registered abroad are exempted from payment of 
income tax, if in the respective countries there is reciprocity in the taxation of income earned in 
those countries for Panamanian-registered aircraft. Also, are also exempt from the same tax 
revenue generated by the operation of aircraft of any nationality, by foreigners living in Panama 
or not, if the country of nationality of the person grants an equivalent exemption to persons 
domiciled in Panama in virtue of the principle of reciprocity.

Telecommunications in Panama are governed by Law No. 31 of 1996, and corresponds to the 
National Authority of Public Services (ASEP, in Spanish), restructured by Law-Decree No. 10 of 
2006, the obligation to organize, supervise and regulate the operation and administration of 
telecommunications services.

The Law provides for two types of telecommunications services, namely: 

Type A: those that for technical or economic reasons are granted under a temporary exclusivity 
regime, or to a limited number of dealers operating in a competitive system;

Type B: those granted freely in a competitive regime;  

The approval of Type A service concessions corresponds to the Cabinet Council, and Type B, to the 
Regulator.

A. ANTITRUST REGULATIONS

In accordance with Article 23 of Law 26 of 1996 (from ASEP), those public services where there 
is participation of the private sector are granted by a system of free competition. It is prohibited 
that companies providing the services, the operating partner, or any of its shareholders, direct or 
indirect partners and affiliates or subsidiaries hold shares or participation, either directly or through 
an intermediary, in the capital, operation or management companies or consortiums that already 
have a concession or contract for the provision of a similar public service. The ban applies to public 
bidding processes.

B. FOREIGN PARTICIPATION 

Under Article 21 of Law 31 of 1996, it is possible the majority private foreign share in the capital 
of operators of telecommunication services. The same rule, in accordance with the provisions of 
Article 280 of the National Constitution, prohibits the involvement of foreign governments, either 
directly or through a company or consortium which has the domain, control, or majority share in 
companies that operate these services.

With the enactment of Law 80 of 2012, tourism was officially declared as national priority. This 
law also extended tax benefits to activities such as agrarian tourism, ecotourism, adventure tourism, 
scientific tourism, cruise tourism, business tourism, tourism sun and beach tourism, fishing, 
business tourism, international conventions and exhibitions, nautical tourism and rural tourism.
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Tax incentives are also granted to existing tourist accommodation to new projects to be developed 
in urban and rural areas, as well as complementary investments such as golf courses and tennis 
courts, restaurants, spas, gyms, clubs, convention centers, marinas, swimming pools, bird watching 
towers, canopy structure biodiversity observation, among others, provided that such investments 
are part of hotel investments. 

Among the main tax benefits granted to establishments and buildings for tourist accommodation 
located outside the district of Panama, with a minimum investment of U.S. $ 250,000.00 in new 
constructions and U.S. $ 100,000.00 in indigenous areas and in renovations and equipment, the 
following incentives are given, provided that the company is registered in the National Registry of 
Tourism of the Tourism Authority of Panama:

- Import tax exemption for 5 years in building materials, and 10 years for the introduction of 
materials, furniture, fittings and equipment used exclusively in equipment.
- 15-year exemption from land tax.
- Exemption for 15 years of any taxes applicable to the use of piers or airports built by the tourism 
developer.
- Exemption from income tax caused by the interests paid to creditors, arising from the first 
financial transaction of the tourism investment.
- 15-year exemption from income tax derived from tourism.

The term of registration in the National Register of Tourism to benefit from the tax exemptions 
indicated above expires on December 31, 2020.

Incentives for Tourism Quality Accreditation: Tourist lodging establishments with a maximum of 
50 rooms across the country and that do not have a special tax regime in force and in compliance 
with the tourism quality regulations, can apply to the relevant certification and enjoy the following 
benefits:

- Import tax exemption for 5 years on the introduction of materials, furniture, fittings and 
equipment exclusively used in the renovation and equipping of the tourist accommodation.
- Property Tax exemption on the land and improvements of tourist establishment for 10 years.
- Exemption of 5 years from income tax derived from the tourism activity.

The term of registration in the National Register of Tourism to obtain the tax benefits expire on 
December 31, 2020.

Tourism projects under construction at November 9, 2012, with a minimum investment of U.S. $ 
8,000,000.00, excluding the value of land, duly registered at the National Registry of Tourism enjoy 
the following tax incentives:

- Import tax exemption for 5 years on the introduction of construction materials and 10 years 
for furniture, fittings and equipment.
- Exemption for 5 years from Import Duty and ISC Tax of certain goods and Services. 
 -Property Tax Exemption on land and improvements for 10 years. 
- Exemption from Income Tax on the interests paid to creditors, arising from the initial operation 
of hotels.

The new Law also establishes fiscal incentives to promote conventions, exhibitions and corporate 
benefits to employees such as bonus travel, as follows: 

Tax benefits on conventions held in Panamá:
- Companies that build and operate convention and exhibition centers with a minimum investment 
of U.S. $ 30,000,000.00, as of the date of registration in the National Registry of Tourism are 
granted a tax exemption of Import Duty.
-  Entities holding conferences, conventions, meetings, seminars in Panama having more than 
100 participants composed of more than 50 foreign attendees, would not pay Income Tax on 
the profits generated by the corresponding event.
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Bonus Travel:

- Panamanian companies that encourage international subsidiaries to offer bonus trips to Panama, 
will be recognized a tax credit equal to 2% of income tax. 
- Companies offering their employees local bonus travel to their employees and their families 
can deduct such expenses from their income tax.

The new tourism law also allows the transfer of fiscal benefits between tourism operators. 

Panama also has a special regime of concessions for tourism investment and the sale of island 
territory to be used for tourism purposes, approved by Law No. 2 of 2006. Among the advantages 
of such legislation we have:

- Award contracts of up to 60 years renewable for 30 years for projects which investment amount, 
economic impact and potential for employment generation, requiring a contractual relationship 
of such duration; 
- special Single Window which has a centralized system for processing and approval of requests 
and applications; 
- Improvements and buildings constructed in accordance with the concession contracts granted, 
may be registered in the Public Registry.  

The activities of casino and gambling are allowed in Panama through government contracts with 
the State to operate and manage any game of chance or bet-generating activity in Panama. These 
are regulated by the Gambling Control Board of Panama, as provided by Decree 2 of 1998.

 

By Decree Law No. 48 of 1948 created the Colon Free Zone, as an official institution in charge of 
the establishment, operation and development of a free trade area. 

The Colon Free Zone can perform the following activities, transactions or negotiations:

-  enter, store, display, pack and unpack, manufacture, package, assemble, assembling, refining, 
purifying, mixing, transforming and, in general, operate and handle all kinds of goods, products, 
raw materials, packaging and other trade purposes; 
- enable persons, nationals or foreign residents or not, carry on their own behalf or on behalf 
of others, for personal benefit or not, the operations described in paragraph a) above, or allow 
foreign companies to be represented for the purpose of re-exporting goods;
-  construct buildings for offices, factories, warehouses, depots or shops for own use of the Colon 
Free Zone or for lease; 
- lease land for other people to construct buildings for the purposes stated in section c), above; 
- build ports, piers, docks, loading and unloading places, railway stations or ground loading and 
unloading, grant concessions or franchises for the operation of such activities;
- authorizing any kind of incidental banking operations, insurance, customs brokerage and cargo 
verification and inspection;  
- authorize, by an agreement for recognition of investment, to develop any kind of infrastructure 
to carry out the activities described above; 
- allow national natural persons the sale of food, through mobile stations within the segregated 
area;
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XXV. FREE ZONES 

- authorize the operation of transport activities, public, selective and cargo within the Zone.

To operate in the Free Zone, the interested company, whether domestic or foreign, shall obtain a 
permit from the Free Zone Administration ("Key Operation" or "Operation Permit" in the case of 
leasing of private buildings. 

The goods and other effects of trade entering the Zone are exempt, at any time, from payment 
of taxes, levies and other fiscal contributions, national and municipal. Export and re-export 
operations are exempt from income tax, while imports into Panamanian territory are taxable. 
Companies authorized to operate in the Colon Free Zone, pay dividend tax at a rate of 5%.

Law 32 of 2011 created a special, integrated and simplified regime for the establishment and 
operation of free zones that governs the promoters, operators and all natural or legal persons 
who are established in them.

Frank Zones are defined as areas of free enterprise, specifically delineated on land of at least 2 
hectares, within which is developed all infrastructure, facilities, buildings, systems and support 
services, as well as the operational organization and administrative management necessary for 
the establishment within these local and international companies. 

Permitted activities in the Frank Zones are:

- Higher Education Centers
- Scientific research centers
- Center specializes in health services
- High-tech companies 
- Companies assembly 
- Processing companies and semi- finished products
- User services companies abroad, to other zones or within the same zone  
- Environmental services companies
- Logistics service companies
- Manufacturing companies

Legal Benefits - From Fiscal Order:

1. Exemption from any type of direct tax or indirect tax, duty or levy on any activity, operation, 
transaction, processing and transfer of goods and services for established companies.

2. Service companies, logistics, high technology, scientific research, higher education, utilities, 
health and environmental services will be exempt from income tax for its foreign operations or 
transactions together.

Legal Benefits – Immigration:

1. Permanent Resident Permit as an investor in the Frank Zone for investors investing U.S. 
$ 250,000.00.
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XXVI. PANAMA-PACIFIC SPECIAL 
ECONOMIC AREA
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2. The staffing, executive and technical experts shall be entitled to apply for a Temporary Resident 
Permit for the duration of the contract .

3. Temporary Permits: Teacher, Student and Researcher.

4. Short Stay Visa for investor or entering Panama for business or investment assessment.

5. Dependent Visa for permanent residency or family reunification.

The foreigner with permanent residence permits may be naturalized Panamanian after 10 years.

Legal Benefits - Labor:

1. The employer can rotate their staff in various lines of production or a production line to another.

2. Market fluctuations that lead to substantial losses in sales are valid grounds for dismissal.

3. For the purposes of social security, production bonuses, bonuses and salary will not be considered.

4. The employer may specify in advance the time periods in which the employees will take their 
vacation.

5. The parties are free to determine the day of rest.

Created by Law 41 of 2004, is located in the former Howard Air Force Base.  It consists of 1,400 
hectares that have been awarded to a Master Developer (London and Regional), a private company 
that seeks to create a new way of doing business and move goods from Panama.

In addition to maintain special labor and migratory regimes, companies operating in the area 
automatically obtain legal stability of investments for a period of ten (10) years.

Regarding taxation, it relies on the basic principles promulgated by the World Trade Organization, 
so that gives exemption from income tax to certain types of activities, in addition to “offshore”, 
such as services related to aviation and airports, high-tech manufacturing, call centers, multimodal 
and logistics services, transmission and retransmission of data, digital information and others.
 
Users must obtain an operations permit from the regulatory authority, in coordination with the 
master developer.



XXVI. PANAMA-PACIFIC SPECIAL 
ECONOMIC AREA

XXVIII. CITY OF KNOWLEDGE

XXIX. BARU FREE ZONE

The "Call Centers" or international call centers wishing to perform operations in Panama, enjoy 
the benefits of the EPZs established in Law No. 25 of 1992 indicated above, and can rely on the 
same applying to be registered in the Official Registry of Call Centers for Commercial Use of the 
Ministry of Trade and Industry, provided they engage in international call services in the category 
of telecommunications.

Created by Law 6 of 1998, is an international center for education, promotion of research and 
innovation, which seeks to create synergies among international universities, research institutes 
and international organizations.

It has an International Technology Park, which looks for innovative companies that produce or 
process innovative high-tech goods. It also includes companies providing data storage services 
(Internet Data Center), making Panama the gateway to the Internet and telecommunications for 
Latin America.  The City of Knowledge provides a secure infrastructure for electronic commerce 
with the market's most advanced networks.

To be able to operate in the area, it is required the authorization of the Board of Trustees. 
Registration grants tax and tariff incentives.

It was created by Law 19 of 2001 with the aim of creating economic growth in one of the poorest 
regions of the country.
The following operations, transactions, negotiations and activities may be performed in this 
Zone:  

- Import, re-export, download, dispatch by land, sea or air, store, display, pack, unpack, 
manufacture, package, assemble, assembling, refining, purifying, mixing, transforming and, in 
general, operate and handle all kinds of goods, products, raw materials, packaging and other 
trade effects, with the only exception of prohibited import items under the laws of the 
Republic;
- Construct buildings for offices, factories, shops, warehouses, workshops for own use or for 
rental to natural or legal individuals engaged in operations in the area;
- Leasing lots of land to other individuals or corporations, domestic or foreign, resident or not, 
construct buildings for activities in the area;
- providing facilities for water, electricity, gas, telecommunications, power, heat, refrigeration, 
or any kind of public services, or contract with other individuals or corporations for the 
provision of such services; 
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XXX. OIL FREE ZONES 

XXXI. REGIONAL HEADQUARTERS

- build ports, airfields, piers, docks, loading places, railway stations or ground loading and 
unloading, or grant concessions and franchises to other persons or corporations, domestic or 
foreign, for the construction and operation of such works; 
- For social reasons, duly declared: Sales of meals and non-alcoholic beverages by non-permanent 
stalls within the segregated area. 

Users must obtain an operating permit issued by the Baru Free Zone as an autonomous entity.   

The goods and other effects of trade entering the Zone are exempt, at all times, of payment of 
taxes, levies and other fiscal contributions, national and municipal. Export and re-export operations 
are exempt from income tax, while imports into Panamanian territory are taxable. Companies 
authorized to operate in the Baru Free Zone, pay dividend tax at a rate of 5%.

Cabinet Decree No. 29 of 1992 creates the oil-free zones.  The dispositions of Law 8 of 1987 and 
Law 39 of 2007 revise and regulate the regime.

In oil free zone areas, the following operations can take place: 

- enter, store, manufacture, packaging, refining, purifying, blending, marketing, transporting, 
decanting, pumping, process, process, sell, export, re-export, supply and, in general, operate 
and manipulate crude oil, semi-processed or any of its derivatives;. 
- construct, install and operate oil refineries and other means of transformation or processing of 
crude oil or half, storage tanks, oil and gas pipelines, pumping stations and pipes, office buildings, 
warehouses, workshops and other facilities, and introduce machinery, equipment, parts, containers, 
packages, vehicles, furniture, fire or spills prevention equipment, build office buildings, warehouses, 
workshops for the use of beneficiaries of contracts to operate in the oil-free zone.
- lease, acquire or otherwise use land in the area;  
- establish water service, electricity, gas, power, heat, refrigeration or any other kind of services 
- build ports, piers, docks, places of loading and unloading of ships and aircraft, railway stations 
or grant concessions for the exploitation of such works; 
- any other own or incidental activities necessary for the introduction, storage, pumping, transfer, 
distribution, marketing and refining of crude oil and its derivatives. 

Law No. 41 of 2007 creates a special regime for the establishment and operation of the Multinational 
Companies Headquarters, (SEM, in Spanish). 

A SEM firm is defined as a multinational company with operations from Panama aimed at providing 
the services defined in this Law to its Headquarters, subsidiaries or its affiliated companies, or that 
establishes its Headquarters in Panama. The headquarters will always be part of multinational 
companies with international, regional or important operations in their country of origin.  
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XXXII. CINEMATOGRAPHIC AND 
AUDIOVISUAL ACTIVITIES

The law establishes the following incentives to a SEM:  

1. Corporate Incentives: 

- Exemption from income tax, for services performed outside the national territory to its 
Corporate Group, which does not generate taxable income within the Republic of Panama. If the 
SEM provides services to its local affiliates, will retain the income tax due. 
- Movable Assets Transfer Tax and Service Delivery.  For being export services, they will not cause 
transfer tax, where provided to entities outside the business group abroad, that does not 
generate taxable income in Panama. 

2. Incentives for Executives: 

-  Exemption from income tax when their wages come from the Headquarters abroad. 
-  Import Duty Exemption for household goods when the worker moves for the first time to 
Panama. 

3. Migration Incentives:

Law No. 41 creates new visas specifically for foreign workers recruited by the SEM. These visas 
will be processed in the Ministry of Trade and Industry.  
- SEM Staff Permanent Visa: Will be granted to workers in administrative and executive level. It 
will have the same validity as of the work contract, renewable every 5 years. Holders of this visa 
will not need work permits.
- SEM Dependent Staff Permanent Visa: For spouses, minor children under twenty-five or who are 
students and staff parents, who remain in Panama under the personal responsibility of SEM. 
These have the same validity of SEM staff. 
- and are for workers who have to come to Panama for any activity related to the SEM. As the 
SEM Permanent Staff, this visa does not need a work permit.

Law 36 of 2007 is intended to promote the development of film and audiovisual industry in the 
country, promote the protection and preservation of Panamanian audiovisual heritage and 
promote the audiovisual culture in the population.

It is considered film and audiovisual production covered by the law, all moving image material 
edited with synchronized sound track or silent, in short, medium or film in any genre and format; 
while the film industry means the group all natural persons or corporations, whose operations 
and/or activities are the creation, development, production, distribution, exhibition, marketing, 
promotion, recovery and preservation of cinematographic works.

Special areas designated for the development of film and audiovisual industry are free trade and 
free enterprise, therefore, the utility rates and commodity prices will be fixed by the company 
that provides or produces, according to rules of supply and demand, bearing in mind the 
competitiveness required to participate successfully in the global market. 

The law establishes special requirements for obtaining visas and work permits, and grants tax 
exemptions in special cases.   
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XXXIII.  ANTITRUST REGULATIONS

XXXIV. FISCAL REGIME  

In order to adapt the Panamanian legal system to the international market rules, the Government 
adopted Law No. 45 of 2007. The Law aims to secure and protect the process of free economic 
competition, eliminating monopolistic practices and mergers.  

To accomplish these objectives, the Authority for Consumer Protection and Competition Defense, 
in addition to the above, receives complaints and claims from consumers and ensures the accuracy 
of advertising.

Among the fundamental rights established in the Political Constitution of the Republic of Panama 
there is the principle of tax law; to say, the obligation contained in a tax Law, exemptions from 
payment and procedures for collection. 

Among the major national taxes set by the Panamanian tax code there are:   

- Import
- Income
- Pproperty
- Ships
- Stamps
- Notice of business operation
- Banks, Financial Companies and Money Exchange
- Insurance
- Fuel and oil products
- Movable Assets Transfers and Services
- Excise  for Certain Goods and Services
- Property Transfer

A. INCOME TAX
 
Panama is characterized for the principle of territorial taxation. In accordance with Article 694 of 
the Tax Code, is considered as an object of this tax "taxable income that occurs, from any source, 
within the territory of the Republic of Panama, regardless of where it is perceived").

That article clearly defines certain activities as not taxable within Panamanian territory since they 
are not considered as income:

a. Bill, from an office established in Panama, the sale of goods or products in an amount greater 
than that for which such goods or products have been invoiced against the office established 
in Panama, provided that such goods or products move only abroad.

b. Direct, from an office in Panama, transactions executed, performed or with legal effects 
abroad (offshore operations) and,
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c. Distribute dividends or participation of legal persons, when such dividends or shares come 
from income not produced within the territory of the Republic of Panama, including income from 
the activities mentioned in subparagraphs a) and b).

If a natural or legal person receives income from a Panamanian source and also from a 
non-Panamanian source, he will only pay income tax on income received from Panamanian sources.

Legal persons pay 25% on their net taxable income in the fiscal year. Companies engaged in the 
generation and distribution of electricity, telecommunications, insurance, reinsurance, financial, 
cement, gambling, mining and banking, will pay as follows: 

Companies which taxable income exceeded US$1,500,000.00 per year, will pay the fee that 
corresponds to the legal person concerned, the largest sum resulting from the net taxable income 
calculated by the traditional method or the net taxable income resulting from applying the total 
taxable income, the 4.67%.

Individuals pay for their net taxable income for the fiscal year in accordance with a progressive 
scale as follows:

Micro, small and medium companies will pay income tax according to the tariff and the rules 
applicable to natural persons on the part of its net taxable income attributable to their gross annual 
income not exceeding $ 100,000.00; and in accordance with the tariff and the applicable rules to 
legal persons on the part of their net taxable income attributable to their gross annual income in 
excess of US$100,000.00, not to exceed US$200,000.00. Moreover, such enterprises will be 
exempted from Complementary Tax.

People who operate in the Colon Free Zone or in oil free zones (or in any other free zone established 
in the future), pay the entire tax on income in accordance with the rates for natural or legal persons 
described above, on the taxable income derived from domestic operations (sales to buyers located 
in Panama's customs territory). The income derived from overseas operations does not pay any 
income tax.
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Fiscal Periods
From January 1, 2010
From January 1, 2010
From January 1, 2014

Rate
30%
27.5%
25%

If the net taxable income is:
Up to US$.11,000.00
More than US$.11,000.00 and up to 
US$.50,000.00

More than US$.50,000.00 

Tax will be:
0%
15% of the excess of US$.11,000.00 up 
to US$.50,000.00
Will pay US$.5,850.00 for the first 
US$.50,000.00 and a rate of 25% on 
the excess of US$.50,000.00



On dividends or participation, shareholders or partners pay income tax of 10% in the case of 
nominative shares, and 20% in case of bearer shares, which must be retained by the respective 
legal person (income from external trade are not included).

Those companies that require the Notice of Operation shall withhold dividend or share of 10% tax 
of the amounts distributed to their shareholders or partners when they are from a Panamanian 
source and five percent (5%) in the case of income from foreign sources or export operations. 

Musical groups, artists, singers, performers, sports professionals and general practitioners who 
come into the country on their own or under contract with persons established in Panama and 
receive taxable income in Panama, will pay income tax at a rate of 15%, applicable to the entire 
amount paid for the respective services. 

B. IMPORT TAX

The establishment of import tax has been regulated in the Republic of Panama traditionally by 
Cabinet Decrees, issued by the Executive Branch. The current tax regime was established by Cabinet 
Decree No. 61 from October 10, 1997. 

Panama has signed FTAs with The United States of America, Canada, Chile, Singapore, China 
(Taiwan) Colombia, Costa Rica, El Salvador, Guatemala, Honduras and Nicaragua, Dominican Republic 
and China. Panama also signed international commercial agreements with Peru, México, Cuba, 
among others. 
 
C. INMOVABLE ASSET TAX

Immovable asset tax is a tax "in rem", so it falls on the good, regardless of who is the owner or 
holder. This tax applies to all land and improvements built on them that are located within Panamanian 
territory, except in some cases legally established such as:

- Those for the State or official institutions;
- those for worships or churches permitted by the State;
- those for public welfare and social assistance;
- those which constitute the homestead;
- those exempt pursuant to treaties or contracts with the Nation;
- those used by private educational institutions, provided that the entity is obliged to give not 
less - than 5 nor more than 25 scholarships to poor students;
- those whose taxable income (including upgrades) does not exceed US$30,000.00. 

 
D. VALUE ADDED TAX (ITBMS)

In Panama, the value added tax is called ITBMS (Tax on Transfer of Movable Asset Property and 
Services Provision) and its general tariff is 7%, except for some activities such as import, wholesale 
and retail of alcoholic beverages alcohol and tobacco products which fare is 10%. 

Under the concept of transfer of tangible property, the following operations qualify: 
- The trading, barter, payment in kind, contribution to society, assignment or other act or contract;
- the awards to the owner, partners and shareholders that take place as result of final closure of 
the business, total or partial dissolution and final liquidation of business, industrial or services 
entities;
- the fees charged for transfers of negotiable instruments and securities in general, payments of 
commissions generated by banking and/or financial services provided by entities legally authorized 
to provide such services, as well as commissions or fees charged by persons engaged in brokerage 
and real estate. 
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The obligation to pay this tax arises from:

- When transfers of goods, at the time of billing or the delivery, which is the first of those 
acts. 

o In the provision of services, with any of the following events, whichever occurs first: 
o Issuance of the invoice.
o Completion of the service provided.
o Perception of total or partial payment of the service to be rendered. 

-  On import, at the time of the declaration-customs clearance, and in any event, before their 
introduction to the fiscal Panamanian territory;  
- in case of personal use or consumption of the owner or partners of the company, company's 
legal representative, officers or shareholders, at the time of removal of property or that of its 
posting, whichever occurs first.  

E. TAX ON TRANSFER OF INMOVABLE ASSET

The tax dates back to mid-70 (Law 106 of 1974), which rate is 2% and applies to transfers of 
immovable assets, either through contracts of sale, barter, payment in kind, gift, payment or any 
act of transferring ownership of real estate. 
An exception to this tax:

- Transfer to the State, including municipalities.
- Transfers between relatives within the first degree of consanguinity and spouses. 

F. NOTICE OF OPERATION TAX 

Under Article 1004 of the Tax Code, the annual tax caused by the Notices of Operation is 2% of 
the respective company's stock, with a minimum of US$100.00 to a maximum of US$60,000.00. 
Those persons or companies with invested capital of less than US$10,000.00 are exempt of this 
payment.

Under Article 1004 of the Tax Code, the annual tax caused by the Notices of Operation is 2% of 
the respective company's stock, with a minimum of US$100.00 to a maximum of US$60,000.00. 
Those persons or companies with invested capital of less than US$10,000.00 are exempt of this 
payment.

Companies located within areas of international trade, the Colon Free Zone or any other free 
zone that are not required to send the Notice of Operation, shall pay 1% annually on the capital 
of the company, with a minimum of US$100.00 and a maximum of US$50,000.00.  

G. TAX ON BANKS, FINANCIAL COMPANIES AND MONEY EXCHANGE

Banks, regulated by the Superintendence of Banks, and exchange houses shall pay an annual 
fee according to the following:
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a. Banks with General License
Up to US$.100 million of total assets
More than US$.100 million and up to 200 million of total assets
More than US$.200 million and up to US$.300 million of total assets
More than US$.300 million and up to US$.400 million of total assets
More than US$.400 million and up to US$.500 million of total assets

IAnnual Tax
US$.75,000.00
US$.125,000.00
US$.175,000.00
US$.250,000.00
US$.375,000.00



The payment of this tax must be made within the period of 90 calendar days following the close 
of the fiscal period of the bank.   
 
H. INSURANCE TAX

The gross premiums paid to persons engaged in the insurance business are charged a tax of 2%. 
The tax base is the amount of gross premiums according to results from the balance and annual 
report rendered by insurance companies to the Ministry of Economy and Finances, and must be 
covered in the first 10 days of March each year, on gross premiums the previous year.

Gross premiums of fire insurance policies and renewals that are paid to those engaged in the 
business of insurance by reason of such risks incurred in Panama, will cause a 7% tax on the value 
of those premiums. 

An additional tax of 5% must be paid on gross premiums paid to insurance companies including 
premiums for the issuance of bonds issued by any authorized person. 
Subject to this tax are people who do business with insurance company policies, except for fire 
and life with rescue values, as well as agricultural insurance.  

I. MUNICIPAL TAXES

Municipalities of the Republic of Panama are also authorized by law for the collection of taxes and 
charges to be established at District level. In accordance with Law No. 106 of 1973, a wide range 
of profitable activities are taxable by municipalities. 

As of January 1, 2013, depending on the activity, annual gross sales pay a monthly tax between 
U.S. $ 2,000.00 to U.S. $ 5.00; activities taxable on annual gross income will pay a monthly tax 
between U.S. $ 45,000.00 and U.S. $ 10.00, commission activities will pay on annual gross 
commissions a monthly tax between U.S. $ 2,000.00 and $ 10.00 and activities taxed on annual 
gross operations will pay a monthly tax between $ 2,000.00 and $ 100.00. 
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More than US$.500 milion and up to US$.750 million of total assets
More than US$.750 million and up to US$.1,000 million of total assets
More than US$.1,000 million and up to one billion of total assets 
More than one billion of total assets
During the first year of operations, the new Banks with general licence will pay 50% of the 
annual tax
a. Banks with international license
c.  Development and Microfinance Banks
d.  Money exchange

US$.450,000.00
US$.500,000.00
US$.700,000.00
US$.1,000,000.00

US$.75,000.00
US$.30,000.00
US$.10,000.00



XXXV. IMMIGRATION REGIME

XXXVI. LABOR REGIME AND SOCIAL 
SECURITY

In first place, most foreigners enter the Republic of Panama with a tourist visa or special tourist 
cards, which are valid for 180 days. Tourist cards can be obtained from the airlines that travel to 
Panama and the Tourist Visa from the Panamanian Consulates Abroad.  

They are different kinds of visas that are available in Panama to achieve residency. The most 
common visa for investors are:

- Temporary permission of 5 years of retired annuitant: recommended to foreigners with a 
monthly income of US$850.00 from interest of fixed-term deposit in the Banco Nacional de 
Panama or the Caja de Ahorros, and which interests are free of charge or warranties of any 
kind, for a minimum period of 5 years. 
- Short stay visa as traders and investors by Special Laws: designed for foreigners interested in 
analyzing potential investments or transactions in the EPZs, Call Center or special areas designated 
for development of Cinema and Audiovisual Industry. 

There are also special visas for foreign executives or those to be installed in special areas such as 
Headquarters of Multinational Corporations, Special Economic Area Panama-Pacific, City of Knowledge 
Foundation, and foreigners employed by the Panama Canal Authority.

A. LABOR REGIME
 
Labor-management relations in Panama are mainly regulated by the Labor Code (Cabinet Decree 
No. 252 of December 30, 1971 and its amendments). As essential elements for determining the 
existence of an employment relationship, in accordance with the Code, there is the legal subordination 
and economic dependency. The existence of the relationship then determines the obligation of 
payment of wages.  

The rights of workers are considered a minimum, not be waived nor may be diminished. Any act, 
contract or statement waiving or affecting worker’s rights are void. Even the division of the employer 
or business in different legal persons does not affect the rights of workers.

1. Labor Recruitment and Job Stability

Employment contracts must be in writing. In the absence of contract, allegations of worker in 
relation to the facts and circumstances to be included in the contract are presumed to be true, 
unless proven otherwise by the employer.

Contracts can be held indefinitely, for a definite and specific works. The maximum term for definite 
duration contracts is one year, and is not renewable. 

Employment is permitted under probation for up to three months, provided the service requires 
some special skill or ability which is stated in the contract. 
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Under Panamanian law, the employer cannot terminate the employment relationship for an indefinite 
period without a justified cause provided by law and according to legal formalities. Exceptions to 
this rule are workers with less than two years of continuous service, domestic workers, workers on 
ships engaged in international service, the apprentices, among others.

2. Foreign Workers

Under Panamanian law, it is allowed to hire foreign workers at a rate not exceeding 10% of all 
employees of the company, except in the case of specialist whose percentage should not exceed 
15%, except as established in international treaties and special laws (development of certain 
development poles). 

Foreigners require a work permit issued by the Ministry of Labor and Workforce Development. This 
is valid for one year, renewable for the same period to a maximum of five years.  

3. Salary

The salary may be agreed per unit of time (month, fortnight, week, day or hour) by job or by parts. 
It will includes, additionally to any payment in cash or in kind, bonuses, perceptions, premiums, 
commissions, profit sharing and any income or benefits received by workers on account of their 
work or because of it. In any case, it may be below the legal minimum (set by the Government, by 
activity and geographical area of service) or conventional.

Through Executive Decree No. 263 from December 21, 2009, the Government set new minimum 
wage rates per hour for the country, economic activity, occupation, company size and 2 regions. 
The minimum hourly wage ranges from US$1.06 to US$ 2.00. For domestic work is US$145.00 to 
US$$160.00 monthly, depending on the region.

4. Thirteenth Month

Under Panamanian law, employers shall pay their employees a special bonus called "Thirteenth 
Month", consisting of one day's salary for every eleven days of work, payable in three equal parts 
on April 15, August 15 and 15 December of each year.

This bonus is not subject to seizures for the worker and is subject to deductions for income tax and 
social security contributions. For the employer is a deductible for tax purposes as an expense in the 
production of income. 

5. Working Hours and Overtime

Under the Code, there are three workdays, namely the daytime (between the period from 6:00 am 
to 6:00 pm), the night (between 6:00 pm to 6:00 am) and mixed, which includes hours of different 
periods, provided they do not cover more than three hours within the night period. The maximum 
working day is 8 hours and the workweek to 48 hours, the nocturnal maximum of 7 hours and the 
workweek to 42 hours and the maximum mixed is 7.5 hours and the workweek to 45 hours. The 
7-hour night shift and 7.5 hours mixed day are remunerated as 8 hours of daytime.

You cannot work more than three additional hours per day or more than nine a week. When providing 
services in excess of these limits, the excess shall be remunerated with a 75% surcharge.

The hours of work performed on holidays or national mourning have a surcharge of 150% (including 
the remuneration of day of rest), without prejudice to the right of workers to be granted another 
day off in compensation during the week.
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The work on Sundays or other compulsory weekly rest day is paid with a surcharge of 50%, subject 
to the employee to take another day off. 

This is the general rule, except as provided for international treaties and special laws (for the 
development of certain development poles. 

6. Vacations

Workers have the right to 30 days of compensated vacations per 11 months of continuous work 
(one day for every eleven days in service of the employer.) The compensation is one month's salary 
when it has agreed by month and of four weeks and one third when it has been agreed by week. 

Vacation time is inalienable and cannot be exchanged for remuneration or compensation. The holiday 
period can only be divided in two equal installments at the latest. Vacation is accumulated for up 
to two periods, in which case the worker must have a minimum rest period of fifteen days in the 
first period and the rest must be accumulated for the next period. 

7. Seniority Premiums and Unemployment Fund

Upon termination of employment contract of indefinite duration, whatever the cause of termination, 
the employee is entitled to receive from his employer an "Antiquity Premium”, at the rate of one 
week's salary for every year worked, from the beginning of the employment relationship. In the 
event that one year of service is not entirely fulfilled, the worker is entitled to the proportional part.  

The amount of the antiquity premium is to pay for each year of service rendered by the worker the 
average total remuneration received by him for the last five years of service. 

Since 1995, employers are required to create, for contracts of indefinite duration, an unemployment 
fund to pay the worker, upon cessation of employment, seniority premiums and compensation for 
unfair dismissal or justified resignation.

For the establishment of this fund, the employer must pay quarterly contributions for the worker's 
seniority premiums and 5% of the monthly fair share of compensation to the worker may be entitled 
in the event that the work relationship ends for unfair dismissal or justified resignation. These 
quarterly contributions will be deposited in trust in banks (General License), insurers (licensed to 
operate in Panama), licensed trust companies, cooperatives and managers of investment companies 
or mutual funds. 

These quotes constitute, for the employer, a deductible expense for purposes of income tax.

8. Collective Labor Relations

Under Panamanian law, it is permitted to form unions, whether business or industry.  Also, it is 
given to the workers the right to strike as a means of protecting their rights and working conditions. 
It is also possible the conclusion of collective agreements between employers and unions. Collective 
disputes are subject to labor arbitration.  

In Panama, the lockout, a measure in favor of employers, does not exist.

B. SOCIAL SECURITY

Both employers and workers or employees must contribute funds to the Social Security Fund (CSS), 
to coat the cases of disability benefits (temporary or permanent), death, old age, maternity, medical 
and dental care, pensions and retirement.
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As a general rule, all employees (including abroad) in the service of a natural or legal person 
operating in Panama shall be insured against occupational hazards in the Social Security Fund. The 
payment of premiums for such insurance, provided by that entity, through a tariff system developed 
in terms of classes and degrees of risk, belongs exclusively to the employer. The classification and 
location of companies or employers corresponds exclusively to the Social Security.

C. EDUCATIONAL INSURANCE

In addition, there is also the so-called "Educational Insurance", which is a charge imposed for the 
purpose of subsidizing educational activities in the country. . It is composed of contributions from 
the workers (employees or independent) and employers. The employer must contribute 1.75% 
and paid worker 0.75% of the monthly salary. Contributions to Insurance Education Fund are 
deductible from income tax for the tax payer.
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