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Panama's economy is based primarily on a well-developed services sector that

accounts for three-fourths of GDP. Services include the Panama Canal, banking,

the Colon Free Zone, insurance, container ports, flagship registry, and tourism.

History and Government

Geography

Legal System

Judicial branch

Panama is a constitutional republic. Executive

power is held by the president, who is

popularly elected for a five year term and

cannot serve two consecutive terms.

The unicameral Legislative Assembly has 72

members who are also elected for five years.

Administratively the country is divided into

nine provinces Bocas del Toro, Chiriqui, Cocle,

Colon, Darien, Herrera, Los Santos, Panama,

San Blas, and Veraguas, plus three

autonomous territories for indigenous people.

Panama has strategic location on the eastern

end of isthmus forming a land bridge

connecting North and South America; it

controls the Panama Canal that links, the

North Atlantic Ocean via the Caribbean Sea

with the North Pacific Ocean. Panama’s social,

economic, and political life is dominated by the

country's significant geographic position.

The Legal system: based on civil law system;

judicial review of legislative acts in the

Supreme Court of Justice; accepts compulsory

ICJ jurisdiction, with reservations.

The Supreme Court of Justice or Corte

Suprema de Justicia (nine judges appointed

for 10-year terms); five superior courts; three

courts of appeal.
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CHARACTERISTICS OF A PANAMANIAN CORPORATION
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Statutory description of private limited company offering the "zero tax base"

Governing corporate legislation

Time-scale for incorporation

Availability of ready-made companies

The regulations governing availability of names

Documents filed on incorporation

Are details of the beneficial owners required to be disclosed prior to incorporation?

Powers of Company and restriction on activity

The corporation

Panamanian Corporation Law No. 32 of 1927 and the Commercial Code

One week

Generally available

The words "Corporation", "Incorporated", "Societe Anonima", or the respective

abbreviation "Corp", "Inc.", or "SA" must be included within the company name to

distinguish it from a natural person or other type of company. Interestingly "Limited" is

not sufficient. The company name may be in any language but must not be the same as

or similar to that of another existing enterprise. Names such as "bank", "trust",

"insurance" or similar expressions will require approval by the appropriate regulatory

body.

Articles of Incorporation

No

Companies may conduct any lawful business. There are no restrictions on its activities

in Panama or abroad.



Minimum and maximum number of shareholders

Minimum capital requirements

Classes of share available

Denomination of share capital

Capital taxes

Residency requirement on shareholders or shareholders’ meetings

Information published relating to shares and shareholders

Minimum and maximum number of directors

Are corporate directors permitted?

Minimum is two, since the incorporation requires two founders, each one entitled to at

least one share. Subsequently, the total number of shares may be held by a single

shareholder. There is no maximum number of shareholders provided by the Act. Whilst

the two founders will appear on the public record, there is no requirement to disclose

details of subsequent shareholders.

None

The following classes of shares are permissible: nominative, bearer, no par value,

preference, redeemable, and shares with special or no voting rights.

Share capital may be denominated in any recognized hard currency

None

None

None

A minimum of three directors and three officers (president, secretary and treasurer).

The position of officers are normally allocated to the three directors although it is not

compulsory. No limitation on the  maximum number of directors.

Yes



Nationality and residency requirements of directors.

Other qualifications required of directors

Nature of the powers of the directors

Conclusion of contracts on behalf of the company

Appointment and removal of directors

Directors’ meetings

Information published relating to directors

None

None except to be over the legal age (18) in case of natural persons

Company officers' and/or directors' management powers are freely determinable under

the company's constitution.

Unless otherwise provided by the articles of incorporation, the president must

represent the company in the conclusion of contracts. To that effect, the president must

be expressly authorized by the board of directors or a shareholders' meeting. Persons

entering into pre-incorporation contracts in the name of the company before it actually

comes into existence are jointly liable personally and without limit. On registration of

the articles of incorporation, the company becomes liable to third parties.

Directors are elected by the subscribers until the shares are issued, thereafter,

directors are elected by the members. In the event of vacancies due to death or

resignation, the majority of the remaining directors may proceed with the appointment,

unless otherwise provided by the articles of incorporation. Officers are appointed by the

board of directors, unless otherwise provided by the articles of incorporation.

Directors are dismissed by shareholders' meeting. Officers are dismissed by the board

of directors. The officers, directors or resident agent of a company can resign from

their offices unilaterally at any time. If such resignations are filed at the public registry,

this will render the company defective until a replacement is found.

The directors may meet at such times and in such manner and places within or outside

Panama as the directors may determine to be necessary or desirable. Telephone, fax or

any other electronic meetings are permissible.

The names of the directors will appear in the Articles of Incorporation.
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Is a company secretary required?

Must accounts be prepared by the directors?

Must such accounts be filed with the financial authorities?

Must such accounts be audited, and if so by whom?

Must the company have a registered presence in the territory of incorporation?

Can the company make secured loans?

Can the company make unsecured loans?

What are the limits placed on the company's borrowing powers?

Is there a register of company charges?

Company seal

Procedure for authentication of documents and contracts

Limitation on company to contract

Third party protection

No, but a competent secretary is highly recommended.

A company incorporated under The Corporation Law shall keep such accounts and

records as the directors consider necessary or desirable in order to reflect the financial

position of the company.

No

It is not required that accounts are audited but they may be audited by persons

approved by the directors.

It is a requirement a company to maintain a registered office at the address of the

Registered Agent.

Yes

Yes

None in practice limits are established by the lender based on the credit worthiness of

the company.

It is possible to register a pledge of assets kept outside Panama in the Public Register.

Not required

A document requiring authentication may be signed by a duly authorized agent on the

document. A notary public must then certify the authenticity of the signature appearing

thereon, and the notary's signature is thereafter authenticated by apostile.

The doctrine of ultra vires does not exist in Panama, so companies may conduct any

lawful activity.

Since there is no doctrine of ultra vires, no third party protection is required.

Doctrine of ultra vire applies to a corporate body, so that any act done by

the body which is beyond its capacity to act will be considered invalid.

Doctrine of

ultra vire applies to a corporate body, so that any act done by the body which is beyond

its capacity to act will be considered invalid.



Service of writs

Re-domiciliation provisions

Strike off and liquidation provisions

Annual tax rate or license fee in territory of incorporation

Unless otherwise provided by the articles of incorporation, the legal representative

authorized to receive service of process is the president.

A company incorporated under the laws of a foreign jurisdiction may continue its

existence under the laws of Panama. Similarly, companies may transfer their domicile

to a foreign territory which permits such procedures.

There is no formal procedure in Panama to strike a company off for non-payment of its

annual tax, the company will simply incur surcharges.

US $300 per annum for companies with an authorized share capital of up to US

$10,000.
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Information required to register a Panamas IBC

The corporate documents that are delivered to the shareholders of a

Panamas IBC are as follows:

�

�

�

�

�

�

Certificate of Incorporation;

Memorandum and Articles of Association;

A certified copy of the resolution appointing the first Director;

A certified copy of the first minutes of the Board of Directors;

Share certificates;

Company’s seal.

Corporate Documents

1. Certified copy of the passport of each beneficial owner by either a
lawyer or a notary public or a bank.

2. Bank reference for each beneficial owner or a professional reference
letter by a lawyer or an accountant.

3. A recent copy of utility bill (not more than 6 moths old water or
electricity bill) that verifies home address of each beneficial owner

4.

Full name;

Address – business and private;

Nationality;

Occupation;

Telephone and telefax numbers (private, home and mobile);

E-mail.

Personal details:

23


