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The Republic of Panama is a highly privileged nation because of its geographic-strategic 
location.  Panama is a transit country and a melting pot for different ethnic groups and 
cultures and a net exporter of merchandise and services. It represents the bridge between 
North- and South America and between the two big oceans, the Pacific and the Atlantic.

Archaeological and anthropological research points out that Panama has been populated 
for more than 11,000 years. In the course of time, large migrations passed through the 
grounds of this country contributing this way to the population of the American continent. 
Many years before the Europeans discovered the «new world», Panama had already begun 
to play the role dictated by its geographical location: it served as mandatory passageway for 
the many civilizations.

In 1501, the Europeans «found» Panama’s coasts where they set the basis for the conquest 
of America. Panama City was the first European town on the Pacific coast of America; from 
there, Spaniards organized the conquests of the Incan empire in Peru, respectively. 

Already in the 16th century, a first scientific expedition was arranged by Charles V intending 
to study the possibilities to connect the two oceans in Panama. With Portobelo on the 
Atlantic coast, the first big fair and exhibition centre of the «new world» was created. 

In 1821, Panama declared its independence from Spain. As a result of the liberation fights in 
its South American colonies, the Spanish empire lost out. Panama’s annexation with Great 
Colombia was due to the charisma and leadership of Simon Bolivar, liberator and chief of the 
first government of the group of territories which were forming the nation. But this union 
did not yield the promised fruit: Panama made several attempts to separate from Colombia 
but the Colombian army impeded its success.

Since 1876 Ferdinance de Lesseps proposed building an interoceanic canal on Panama but 
France fails the canal construction.   After the US-Spanish war of 1898, the United Stated 
marked the historical moment of becoming a global power. To accomplish this goal, they 
needed a waterway in order to better connect the East with the West parts of the country 
and to move their military fleet between the Atlantic and the Pacific. The most realistic place 
in Central America to build a canal was Panama. As South Carolina’s Senator Smith said 1912: 
«We have bought the Canal with our own money and constructed it at our own expense. It 
is as much a domestic ditch as the Erie Canal and is essentially a part of our coast line». 

Panama became independent from Colombia November 3rd, 1903 and signed the Panama 
Canal Treaty with the United States containing a perpetual clause (something forbidden in 
international public Law; therefore, this treaty has been considered an unequal and unfair 
treaty analogue to the treaties imposed to China by England in the middle of the 19th 
century). On the basis of this treaty, the US was able to build and control the Panama Canal 
including five miles of land on each side of the waterway. 

After the violent unrests of 1964 resulting in the death of more than 20 Panamanians, the 
USA realized that negotiations for settling the conflict between both nations were 
necessary. In 1977, new treaties on the Panama Canal were signed by the Panamanian 
Leader Omar Torrijos and the US President Jimmy Carter. These treaties provided for a 20 
years period to prepare Panama and the human resources of the canal for a complete 
transfer of the waterway to Panamanian control. On 31st December 1999, the last US troops 
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left the country. For Panamanians, a new chapter of their history began as Panama was to 
exist for the first time as fully sovereign nation. 

Those who have travelled to Central America mention above all one thing attracting their 
attention: the Panamanian modernism standing out of the more traditional societies of the 
isthmus. If they had to compare Panama with other countries, they would choose the 
example of Hong Kong because of the easiness Panamanians adapt themselves to business.

Location and Climate

The Republic of Panama occupies a narrow isthmus of 75, 990 km2 and is located between 
the Republic of Costa Rica and the Republic of Colombia connecting Central and South 
America. Panamanian weather is pleasantly tropical and uniform throughout the year. 
Panama has two seasons: the rainy season from May to December and the dry one from 
January to April. 

The temperature fluctuates between 23° C and 32° C all year around.

Demographics 

The Republic of Panama is divided politically into ten provinces and five autonomous 
indigenous territories called Comarcas. The 2010 census established Panama’s population at 
3.5 million. Panama City, the nation’s capital, established on the Pacific Coast of the Isthmus, 
has a population of over 1 million inhabitants.

Languages and Legal Currency

Panama offers monetary stability with an economy based on the US Dollar. Since 1904, the 
US Dollar has been recognized by law as the unit of exchange in Panama (a great 
convenience for investors).  The Balboa is the currency of the Republic of Panama at par with 
the US Dollar (USD), which is legal tender and freely exchanged in Panama.

Panama’s official language is Spanish. English is widely spoken as second language.

Legal System

Panama’s legal system is founded on Civil Law; however, certain legal instruments which 
originated from foreign laws are incorporated in our legal system such as corporations, 
private foundations, trusts and others negotiable instruments.

Economy

Because of its key geographic location, Panama’s economy is based primarily on a 
well-developed services sector accounting for nearly 83.4% of its Gross National Product 
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(GNP). Services include the Panama Canal and its logistics hub, the Colon Free Zone, 
banking, insurance, tourism and the International ships’ registry, medical help, health and 
other businesses. 

Safety and Health

According to the prestigious Pinkerton Intelligence Agency, Panama has the highest rating 
for tourist safety (the same as the USs). 

Communication and Infrastructure

Panama’s communication systems use the most modern technology throughout the 
country. Phone, cellular, and internet services are excellent. 

Panama offers a transoceanic railway, a multimodal center of cargo and information, an 
extremely well-developed infrastructure for telecommunication services and International 
connectivity using fiber optic, submarine cables via the Atlantic and Pacific Oceans and a 
variety of satellite systems. 

A new subway system opened in 2015, which will be another first for Central America. 

Tourism 

The Tourism Master Plan of Panama was established in 1993 recognizing the preponderant 
role that tourism could play within the country’s economy as well as the impact it could have 
on the country’s workforce.

Tourism legislation has been updated to take into account changes carried out worldwide 
and to provide investors with more adequate incentives for tourism development. Currently, 
investors in the field of tourism can be eligible for the following benefits:

Hotels and tourist attractions: Law N° 8 of 14th June 1994 grants the following incentives for 
the construction and rehabilitation of hotels and other tourist attractions:

Total exemption for twenty years from import duties on construction materials, furniture, 
equipment and other items such as tablecloths, towels and glassware as long as such items 
are not manufactured in the country.
Total exemption from real estate taxes for twenty years, provided that the investment 
represents at least USD 300,000 for hotels and motels located in the cities of Panama and 
Colon; or USD 50,000, for those located in any other place in the country.
Total exemption from wharf age on piers and from usage fees of airports constructed or 
rehabilitated by the investor. These facilities may be used by the government at no cost.
Total exemption from income taxes on interest from loans, utilized in hotel and motel 
investment operations.
Special depreciation rate of 10% per year on real estate property.
Exemption from any tax levied over the net worth of the company.

•

•
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Upon receipt of the corresponding operating license from the government, companies may 
establish casinos in hotels. Contracts for the operating of casinos are granted for a 20-year 
period.

Special tourist zones: The law grants companies investing in the promotion or 
development of Special Tourist Zones the following benefits:

Total exemption for 20 years from import duties on machinery, equipment, spare parts, 
airplanes, helicopters, boats, ships, sport equipment, buses and automobiles.
Total exemption for 20 years from landing taxes and fees on piers and airports constructed 
or rehabilitated by the company.
Total exemption for 15 years from income taxes.
Total exemption for 20 years from real estate taxes.
 

•
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Panama as International Financial Center

Some of the most important elements contributing to Panama’s growth as an International 
financial Centre are its geographic location, its role as international banking center and the 
growth of the markets financial.

Banking Law Decree N° 9 of 1998 has improved the banking sector’s competitive edge. Since 
the creation of the Superintendence of Banks, the development of the International Banking 
Centre of Panama has been fortified consolidating this successful banking center as one of 
the most important in Latin-America. Since October 2014, 94 International and domestic 
banking institutions operate in Panama with a net average of Consolidated assets of USD 
118,812 million.

Reasons for the success of Panama as important international financial center are:

Free circulation of the US Dollar
The absence of monetary controls on remittance of capital investments or foreign exchange
Tax exemption on interest earned on time deposit and saving accounts.
Territorial tax system (only transactions carried out within Panama pay taxes) and tax 
incentives for a considerable number of activities
Political and social stability
The existence of bank laws which protect the right to privacy of the users of the financial 
centre except for cases of criminal investigations of activities like drug trafficking, money 
laundering, etc.
Democracy, political stability, etc.

Securities Market

Law Decree N° 1 of 1999 was the basis for the creation of the National Securities 
Commission. It regulates securities markets in the Republic of Panama and the activities of 
security brokers allowing licensed brokers to deal with accounts on custody, to act as 
consultants for investments and as administrators of (Mutual Funds) and to grant securities 
loans (margin).

Law Decree N° 1 also provides improved legislation by:

Allowing stock exchange houses to contract debts as long as their own securities may 
guarantee their assets to investors but under the National Securities Commission.

Regulating all securities representation by means of accounting annotations, compensation 
and liquid assets. Allowing securities to be issued in non-materialized form as long as the 
securities are represented by means of a recorded account. The recording of the account 
maybe done physically, or by means of mechanic and electronic equipment.

Granting special treatment for stockowners and other property rights over financial assets 
on custody accounts but managed through an intermediary.
 

•
•
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Some of the fiscal incentives granted by Law Decree N° 1 are:

Income tax, and complementary taxes may not be assessed on profits resulting from the 
transfer of securities issued by the state.

Profits and from the sale of securities registered with the National Securities Commission are 
not subject to taxes if sold:

Through an organized securities exchange
As the result of acceptance of a public tender offer to purchase securities
As the result of a corporate merger, consolidation or reorganization as long
as the compensation for the shareholders of the entities consists of stocks of the surviving or 
new entity.

Stock exchanges are required to have a paid-in capital of no less than one million dollars free 
of encumbrances and the confidentiality of their operations must be assured. In addition, 
stock exchanges have to post reports of all transactions, stock transfers, prices, volumes and 
any other statistical data of interest to investors and the general public at the end of each 
day. An independent certified public accountant must certify the financial statements; for 
this purpose, a detailed and systematic registry must be kept. Corporations and other 
businesses with listed securities on any exchange have to submit, among other reports, 
annual audited reports to the National Securities Commission.

Banking

Recently, Panamanian banks have come forward to satisfy the demands of loans to 
foreigners coming to live in Panama and looking for opportunities in the real estate sector. 
Trend programs have shown how aggressive the Panamanian banking industry is as it 
undertakes credit request based on the foreign source of income at very competitive 
interest rates. Most programs will require a debt to income ratio of not more than 40%, 
proven source of income and good historical credit.

Bank Register 

Required in Panama from the bank license applicant are as follows: 

Bank name and its legal form 
Applicant status (whether the matter concerns establishment of a branch office of a foreign 
bank or a new company) 
Names and curricula vitae of the bank directors
Certificates of police clearance of applicants and directors 
Bank and business references
Submission of information about economic management of the firms of the applicant(s) 
Identification of the bank shareholders
Identification of the type of issued shares of the bank (registered shares, priority shares, 
shares without voting rights, etc.) 
Denomination of the issued shares of the bank and type of currency used 

•

•
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Capital structure of the bank and capital security 
Capital reserves of the bank 
Information stating from what resources the bank will be invested
Document of certifying that the registered capital has been paid up (if registered in the host 
country)
Document certifying that all taxes, stamp duties and royalties have been settled 
Identification of the registered office in the host country 
Identification data of the registered agent or representative (if required) 
Identification data of the auditor and lawyer with a registered office in the host country
Type of intended services which are to be provided 
Territorial operational range of the bank
How the company will protect itself from fraudulent or criminal conduct 
Business plan of the bank (the authorities generally require a balance sheet from 3 to 10 
years)
Benefits for the host country resulting from the bank operation
Signed and presented applications for the issue of the bank license
Average Legal cost: US$ 50,000.00

Government Incentives for Foreign Investment

Incentives for Industrial Sector 

Manufacturing industries comprise two kinds of industries: those devoted to the 
transformation of raw material or semi processed goods and those dedicated to, marine, or 
forestry and assembly industries, manufacturing finished goods by joining materials and 
semi processed parts. To benefit from the incentives provided by this law, industries must 
export their total production with the understanding that they would also be entitled to 
apply for tax credits granted in the form of certificates (Certificado de Abono Tributario - 
CAT). Companies performing complementary activities such as marketing or industrial 
products packing but not involving industrial transformation do not qualify for this 
incentive.

Incentives for Hydrocarbon Related Operations 

Law N° 8 of 16a June 1987 promotes and regulates the exploration and exploitation of oil 
fields, asphalt in its natural State, natural gas and other hydrocarbon activities, its refining 
and transportation by pipelines and the storage, marketing and export of exploited or 
refined substances.

Contractors are granted the following benefits:

Total exemption from income taxes on profits derived from such activities, during the first 
five years of production or until the initial investment is recovered - whichever comes first. 
From then on, the contractor shall pay 25% of the profits from the production of 
hydrocarbons as income taxes.
Total exemption from import duties on machinery, equipment, parts and any other items 
necessary for the execution of the activities under the contract.
Special carry-over provisions for income tax purposes.
Special depreciation schedules for machinery and equipment.
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Potential Investment Opportunities

Panama encourages investment from both foreign and national investors offering 
numerous tax and financial advantages to firms involved in manufacturing, export, tourism 
and other activities.

The government encourages foreign trade by promoting and diversifying exports. The 
objectives of this promotion are to identify new products for export markets, to promote 
non-traditional exports and to recommend export incentives.

Panama is striving to upgrade and expand its entire export infrastructure. Ports, especially 
those at Balboa and Cristobal (at both entrances of the Panama Canal) are undergoing 
development programs aimed at providing greater and more modem services. 1

The fishing industry has room to expand and the government is actively trying to attract 
foreign investments in seafood processing plants and other fishing and maritime related 
enterprises. In recent times, there were good opportunities for the export of lobsters and red 
snappers. There is also a great potential for fish and seafood farming.

The country’s proximity to the US consumer markets, its manufacturing system and its 
qualified labor force are some of Panama’s major advantages for investors.

Purchasing Real Estate in Panama

In the last few years, Panama has become very popular for investments in real estate. 
Decisive factors are the good dollar-based economy, the stable political situation, the 
beautiful landscape and the reasonable price level of the country. Furthermore, Panama 
offers some valuable incentives to investors: new properties can be tax-exempted for up 20 
years and income beamed abroad is not taxable.

In many respects, Panama is not a typical Latin American nation. For example, its criminality 
rate is lower than in other countries of the region. Additionally, it provides a state-of-the-art 
infrastructure which is not to be found in many other Latin American countries. And last but 
not least, Panama has a breathtaking environment which makes it possible that dreams of a 
second home in a tropical paradise come true.

In the last years, more and more retirees have discovered these advantages. They come from 
northern countries where life is much more expensive so that they can have a better life in 
Panama on a significantly lower price level. They also profit from many discounts for retirees 
covering nearly everything from public transport to movie theatre tickets. A very popular 
place for retirees is Boquete in the Panamanian province of Chiriquí. It is located in a unique 
landscape with a fascinating fauna and flora and provides a warm, mild climate. According 
to a rating of the American Association of Retired Persons, Boquete is one of the best places 
worldwide to retire.

  1 
In the agricultural sector, Panama offers many advantages for investments.
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The pleasant climate makes the Panamanian highlands also attractive for other people to 
settle. Higher mountain locations offer enjoyable cool temperatures so that it is not 
necessary to install either heating or air conditioning in the houses. This circumstance also 
allows very reasonable cost of living. Moreover, mountain properties have another 
advantage: often, they offer ocean view.

Contrariwise, the climate on Panamanian beaches is much hotter. Nevertheless, the coast 
has its own charm to discover. On the Pacific shore of Chiriquí, for example, there are 
secluded beaches of black and white sand. On the Caribbean side of Panama, beautiful 
places for beach properties are to be found as well. For instance in Bocas Del Toro, where the 
rainforest meets the ocean and the islands are surrounded by palms, golden sand and 
turquoise water. As in the highlands, residential resorts are also being developed on the 
Panamanian beaches.

The islands offer other opportunities for buying real estate in Panama. There are many of 
them in Panama; very suitable for the purchase of land and houses are the Pearl Islands, the 
Veraguas Islands and the Parida Islands off the Pacific coast of Chiriquí. The Pearl Islands are 
famous because of the survivor reality shows and the Veraguas Islands include the Coiba 
Island which forms part of the National Marine Park of the same name. All these islands offer 
opportunities to buy land and to develop hotel and residential resorts.

Of course, there is also the opportunity to buy real estate in Panama City. The capital of 
Panama is a pulsating, modem metropolis with a skyline of skyscrapers overlooking the Bay 
of Panama. A wide range of apartments are available here for all budgets, most of them with 
ocean view; in the suburbs, condominiums and single family houses can be bought, too. 
Another opportunity for investments in real estate is given in the Old Town; the Panamanian 
government offers incentives for the restoration of the historic Old Town. If you invest in the 
Old Town, you can live in a historic environment where buildings can only appreciate in 
value in the coming years.

Before buying a property, you should check your purchase contract very exactly. Make sure 
that the property is titled with a registered plan; your lawyers can confirm that the survey 
matches the registered boundaries. It is also very important to ensure that the master plan 
for the residential resorts has been developed and that Utilities and roads are guaranteed. Be 
also aware that, sometimes, there is land offered for sale that is held by right of possession 
only.

If you want to buy an existing building, it is important to check that building and occupancy 
permits have been granted. Without these permits, the title to your land and the registration 
of the improvements made on this land you cannot obtain tax exemption on your property 
for the next 20 years.
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The Colon Free Zone

Established in 1948, the Colon Free Zone (CFZ), a segregated free trade area for wholesale 
operations located on the Atlantic entrance to the Panama Canal, offers the world a unique 
center for International commerce. It is the leading free trade zone in the Western 
Hemisphere.

Goods entering CFZ may be stored, modified, repackaged, and re-exported without being 
subject to import duties or taxes. Furthermore, companies established within CFZ are 
exempt from taxes on the repatriation of capital and on the payment of dividends on 
dividends derived from international business, transfer or direct operations, as they are 
defined further ahead. There are no consular fees or any other changes levied on shipments 
destined to the Free Zone or on shipments from this area to consignees abroad. A 
surveillance Service fee is charged by the customs authorities for the custody of re-exported 
goods.

Setting up operations: To operate from CFZ, companies must obtain an Operation Code 
from CFZ administration, an autonomous governmental entity. No business license is 
required and no minimum investment requirements exist. The CFZ administration charges a 
USD 2,400 annual fee for maintaining the operation code applicable to all companies.
Operations may be carried out in any one of the following ways:

A company may lease premises from CFZ, provided that it exports at least 60% of the 
handled goods.

A company may lease land lots within CFZ to build warehouse facilities for its own use or to 
let them to other companies.

A company may lease CFZ warehouse facilities owned by private companies. In addition to 
the operation code, this form of operation requires a special authorization from CFZ 
authorities; it is known as operation permit requiring the payment of a USD 2,400 annual fee.

A company may enter into a contract with a CFZ established company that will represent it.

A company uses the warehouse where goods may be received and stored.

Sales operations: Companies operating from CFZ may carry out the following operations:

External operations - in order to import/export merchandise from CFZ warehouses to other 
countries.

Internal operations - in order to sell merchandise from CFZ warehouses to customers 
located within the customs territory of Panama, provided that import duties are paid.

Transfer operations - in order to sell merchandise to other CFZ companies.
Direct sales - in order to sell merchandise by shipping it directly from the source to the 
foreign customers without ever touching physically Panamanian territory.

•

•

•

•

•

•

•

•
•
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Tax and trade advantages: Companies operating from CFZ enjoy numerous trade 
advantages, along with special tax incentives, such as:

Income export operations, transfer operations and direct sales are not taxed.
Income earned from internal operations is subject to income tax at a rate the net taxable 
income. We define taxable income as the amount resulting from subtracting the following 
from the taxpayer’s total income:

 › Exempted or non-taxable income
 › Income from a foreign source

You can make inferences about the selling prices in the following taxes that relate to the 
following: 

Tax on fuel and oil. 
Tax on certain goods and services 
Tax on activities of insurance brokers (Fees) 
Tax on activities of travel agencies

Dividends paid on profits obtained from external operations and from direct sales are not 
subject to dividend taxes

Royalties paid from CFZ to companies established abroad are not subject to withholding tax, 
but the expense is not deductible for the payee.

CFZ takes advantage of all the facilities surrounding it, from the mature commercial 
infrastructure to Panama’s port system; the latter has enabled the biggest terminals in 
America to be developed, such as Manzanillo International Terminal, Colon Container 
Terminal, Panama Ports Company, and Colon 2000. At present, the CFZ is looking to 
consolidate its position as one of the hubs of Panama’s multimodal International transport 
and service logistic Centers and thereby is guaranteeing that it will play an important role in 
Panama’s services sector.

Export Processing Zone

Law N° 32 of 5 of April of 2011 creates export processing zones and grants incentives 
including special labor provisions applicable only within such zones. The incentives benefit 
both export companies and promoters. 

Export companies are those engaging in industrial manufacturing, assembly, high 
technology, and certain general services. On the other hand, promoters are those authorized 
to operate the zone, to acquire land, to develop and to construct infrastructures and 
buildings (offices and factories); sell or lease buildings and facilities, to construct, promote 
and develop technical, educational, sport, medical assistance and public service centers; to 
provide gas, electricity, water, sewage, security, garbage and industrial residue processing 
and other services required for the zone‘s operations. Promoters operate through a 20-year 
contract renewable for an equal term.

•
•

•
•
•
•

•

•

•
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Promoters are entitled to the following incentives:

Total exemption from import duties as well as sales taxes on the import of machinery, 
equipment, accessories, spare parts and materials used in the construction and 
maintenance of the zone’s infrastructures and buildings. This exemption is allowed only 
when such items are not produced in sufficient quantity, acceptable quality and at 
competitive prices within the country. Prices which do not surpass more than 20% of the 
cost, insurance and freight value of similar foreign products, are considered as competitive.

Total exemption from real estate taxes on land and buildings of the zone.

Total exemption from income taxes for ten years (starting from the day the contract 
becomes effective).

Total exemption from income taxes from the 11th year, on the profits reinvested in the 
development and expansion of the zone’s infrastructure, in excess of 20% of the total taxable 
income in the fiscal year.

Total exemption from taxes levied on capital or assets, except for the franchise tax.

Special provisions to carry over losses for income tax purposes, whereby the losses suffered 
during any year can be deduced from the taxable income of the three immediate following 
years. The deduction can be made during any of the three years or prorated among them.
 

Regional Headquarters for Multinationals

The requirements for obtaining a license Multinational Company Headquarters will be 
established by the Licensing Commission Multinational Corporations, for which it must 
meet the following parameters: the assets of the multinational company, places or sites of 
operation the multinational enterprise, activities or transactions carried out by the 
multinational company, the price of shares traded local or international securities, as well as 
any other items or information as the Commission considers advisable to establish and 
evaluate a requirement. 

Licensing Applications Multinational Corporations must be made in writing to by submitting 
a form prepared by the local authority. 

To request a letter from the company concerned must be included, which will contain an 
affidavit stating that wishes to establish in Panama, a Multinational Company Headquarters 
and meets all the requirements to qualify for a license as provided in this Act, and supporting 
documentation as required. 

The Multinational Corporations that are operating in Panama and provide services to 
companies related to the multinational company outside Panama eligible for these benefits. 

•

•

•

•

•

•
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Tax Bene�ts 

The companies holding a license Multinational Company Headquarters will be exempt from 
income tax in the Republic of Panama for services provided to entities of any nature, which 
do not generate taxable income within the Republic of Panama.

The companies holding a license Multinational Company Headquarters will be exempt from 
dividend tax and surtax. 

Also, these companies are not subject to use tax equipment; however, shall be required to 
document their activities through invoices or equivalent documents that will enable local 
authorities due control, registration, accounting and audit transactions. 

Being export services, the services provided by a company licensed by Multinational 
Company Headquarters not cause transfer tax tangible personal property and the provision 
of services, where people who do not generate taxable income are provided within the 
Republic of Panama. 

It is defined as those services provided export from an office established in Panama, but to 
be perfected, are consumed or take effect abroad. 

Income of Multinational Corporations shall be considered produced in the Republic of 
Panama to the extent that their services impinge on the production of income Panamanian 
sources or conservation of this, and its value has been considered as a deductible expense 
the person who received it. 

However, on a voluntary basis, the companies holding a license Multinational Company 
Headquarters fiscal may reach agreements with the Ministry of Economy and Finance of 
Panama to consolidate their gains and pay taxes on income they obtain in different 
countries. 

Held the aforesaid fiscal agreement, effective on this date such taxes must be paid and the 
other terms that the parties will be established. 

Migration bene�ts

The Multinational Company Headquarters will manage the Permanent Personnel Visa 
Headquarters Multinational Company or Clerk Permanent Staff Headquarters Multinational 
Company. Foreign personnel coming out to grant a visa Permanent Staff Headquarters 
Multinational Company shall have the right to work in the Republic of Panama while labor 
within the multinational enterprise license Multinational Company Headquarters, under the 
provisions of this Act. 

The Ministry of Commerce and Industry of Panama, enter into agreements with the National 
Immigration Service, in order to verify the processing and issuance of Visas Permanent or 
Temporary Multinational Corporations and other applicable conditions for processing, 
issuance and / or approval or any other matter necessary to coordinate with the institution. 
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The reference to the dependent person holding a visa Permanent Staff Headquarters 
Multinational Company refers to spouses or couples united by a minimum of five years in 
terms of uniqueness and stability, children under eighteen and twenty-five years of age 
provided to study regularly and are economically dependent permanent staff of 
Multinational Corporations, children with disabilities who live with them and the parents of 
such personnel to remain in the country under the responsibility of the principal applicant .
Foreign individuals who have worked for any multinational company headquarters will once 
within five years, counted from the approval of the Permanent Personnel Visa Multinational 
Company Headquarters, opt for a permanent residence elapsed. 

Panama Paci�c Special Economic Area

The Panama Pacific Special Economic Area is a place aimed at encouraging and ensuring the 
flow and free movement of goods, services and capital in order to attract and promote 
investment, job creation and make the Republic of Panama's competitiveness in the global 
economy. 

The requirements are: 

Full name, nationality, copy of personal identity card or passport of the applicant, if it were a 
natural person; company name, the name of the country under whose laws it was organized, 
including data registration in the Public Registry of Panama, as well as the general of the 
Legal Representative and Registered Agent, if it were a legal person.

Is to be developed, places of employment that will be generated, and initial and future 
investment. 

Copy of the articles of incorporation and amended, if it were a corporation. 

Recent certificate stating the term of their legal status, directors, officers and registered 
agent, if it were a corporation.

Those documents and other requirements as determined by the Agency. 

The Panama-Pacific Area is an area or zone free from all taxes for companies in the 
Panama-Pacific Area, the Operator and the Developer, except in cases of: 

Income Tax, Dividends Tax, Supplemental Tax and Tax on remittances abroad; 

Taxes applicable to companies providing services to the retail sale of fuel for road transport 
vehicles, which are subject to applicable taxes according to the law of the national tax 
territory; 

Import tax in case of services relating to the exercise of specially regulated by national 
legislation professions; 

Import Duty and Tax on Transfer of Movable Property and Provision of Services for the retail 
of goods to residents and visitors to the Panama-Pacific Area. Therefore and unless excepted 

1.

2.

3.

4.

5.

a)

b)

c)

d)
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above, all activities, business services, operations or transactions of the Companies of the 
Panama-Pacific Area, the Developer or the Operator, will be one hundred percent free of 
direct and indirect taxes, levies, duties, duties and levies. 

There are other exemptions which are as follows: 

Exemptions from taxation, contribution, fee, tax or import duty on all kinds or classes of 
goods, products, equipment, services, and other goods in general entered the 
Panama-Pacific Area, including, but not limited to, machinery, materials, packaging, 
construction, materials or manufactured goods, raw materials, fuels and lubricants, raw 
materials, end products, cranes, vehicles, automobiles, appliances, supplies and spares 
entered the Panama-Pacific Area. 
Exemption from Tax on the Transfer of Movable Property and Service Delivery mainly type or 
class of goods, products, equipment, goods, services and other goods in general entered the 
Panama-Pacific Area, as well as any taxes, fee or charge to the provision of services. This 
release includes the leasing of any equipment or other personal property and equipment, 
raw materials and supplies. 

Exemption from any tax, duty, fee, tax or charge with respect to the movement or storage of 
fuel or other hydrocarbons and their derivatives. 

Exemption from payment of any license fee or commercial or industrial registration. 

Exemptions from Stamp Duty. 

Exemption on commercial and industrial improvements, the property tax on land and 
improvements, and Transfer Tax Real Estate. 

For purposes of the Tax Real Property Transfer in the respective deeds shall state only that 
the real estate that is transferred is located within the Panama-Pacific Area and shall not be 
necessary to state the exemption of tax and data the corresponding affidavit, notary publics 
can attest to the respective contract. 

Exemption from any tax or re-export of any kind or class of goods, products, equipment, 
goods or services. 

Exemption from any tax, duty, charge, withholding or other charges of a similar nature 
applied to payments to foreign creditors, interest, commissions, royalties and other financial 
charges generated by the financing or refinancing granted to companies in the area 
Panama-Pacific, the Operator and the Developer, and the leasing of equipment necessary 
for the development of activities, businesses or operations in the Panama-Pacific Area. 

Exemption from payment applied to international phone calls tax.

1.

2.

3.

4.

5.

6.

7.

8.

9.
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City of Knowledge

City of Knowledge is a platform for knowledge management focused on enhancing the 
innovative and competitive capacities of users sharing the Campus. In this space integration, 
dynamic networking and the merger of efforts to facilitate the transfer processes to the 
environment is searched. 

Also for inclusion must be completed a form, which will be evaluated by the Board of 
Directors of the City of Knowledge.

It has different kinds of incentives: 

Exemption from all taxes, contributions, fees or import duty on machinery, equipment, 
furniture, vehicles, appliances and supplies needed for the development of Technopark 
accepted at the City of Knowledge companies. 

Exemption from Transfer Tax Movable Property and Services (ITBMS) on machinery, 
equipment, vehicles, appliances and supplies acquire and necessary for the development of 
Technopark accepted in the City of Knowledge companies. 

Exemption from any tax, duty or tax levied sending money abroad when such shipment or 
transfer of funds is carried out for the purposes of Technopark accepted in the City of 
Knowledge companies. 

Innovative companies that produce, assemble, process high-technology goods or provide 
services of equal property intended for sale in the local or international market at the 
International Techno park of Panama (TIP), will enjoy the following benefits: 

Activities, operations, transactions, proceedings, and transfers of real and personal property, 
the purchase and importation of equipment and construction materials, raw materials, 
machinery, tools, accessories and supplies will be one hundred percent free of direct taxes, 
contributions , taxes, duties and levies. Includes tax relief on income for businesses. 

Capital is free from direct national taxes, including taxes on patent or license.

Migrant
 
The State shall grant special visas to foreign personnel into the country to assist in the 
development of the project of the City of Knowledge

For foreign personnel working on the project. In particular researchers, educators, 
technicians with their spouses and dependent children. Affiliated companies may hire 
international staff as necessary to carry out their duties

Labor 

Companies affiliated with the City of Knowledge are authorized to hire international staff as 
necessary to carry out their duties.

1.

2.

3.

4.

a)

b)
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Once granted the Final Permanent Residence Staff Multinational Corporations are not 
required to perform additional procedures to reside in the Republic of Panama. 

The Multinational Company Headquarters will manage, through the Technical Secretariat, 
Visa Temporary Staff Headquarters Multinational Company for foreign personnel to provide 
technical services and training to Headquarters Multinational Company for a term not 
exceeding three months, renewable for an additional three months, for once. Once granted 
Visa Temporary Staff Headquarters Multinational Company that accompanies it, is not 
required to perform additional procedures or obtaining any permit from any other state 
agency to work at Headquarters Multinational Company or staying in the Republic of 
Panama, by term granted in the Visa. 

Foreign personnel residing abroad and Headquarters Multinational Company may 
participate in events held by the Multinational Company Headquarters, such as training, 
customer and vendor meetings, strategy meetings or conventions. For this, the 
Multinational Company Headquarters shall notify the Technical Secretariat to obtain a 
temporary permit for such purposes. 

The holder of a Permanent Visa Staff Headquarters Multinational Company will be exempt, 
upon first moving to the Republic of Panama, the payment of taxes by reason of their 
importation could apply to your household goods. In addition, the foreign personnel 
covered with a Visa Permanent Staff Headquarters Multinational Company may request the 
National Customs Authority and total duty only once every two years, for the importation of 
a motor vehicle for personal use or family.
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The Maritime Registry

The Panamanian Maritime Registry continues to be the world’s leader in ships registered by 
tonnage. The National Merchant Marine was created by Law N° 8 of 1925 when the open 
register system was adopted and restrictions concerning nationality and residence were 
eliminated. The Panamanian Maritime Registry accepts ships owned by nationals and 
foreigners alike, provided that all legal provisions in force are complied with, especially those 
related to the administration of vessels, safely, pollution control standards, technical criteria 
and fiscal matters.

The Panamanian Maritime Registry offers ship-owners the following advantages:

An open registry. Any person or company, regardless of nationality or place of incorporation, 
is eligible to register ships under the Panamanian flag.

Manning Officers and seafarers can also be of any nationality as long as they possess valid 
certificates issued or endorsed by Panama Maritime Authority.

Low registration fees compared to other countries.

Total exemption from income taxes on income derived from the operation of vessels 
engaged in international trade.

No minimum tonnage requirements. 

A provisional ship registration valid for six months may be obtained with limited formalities 
in Panama through an attorney, or in ports abroad where an authorized Panamanian Consul 
is acting.

Another advantage of the Panamanian Maritime Registry is the Bareboat Charter System 
(dual registry) which allows a foreign vessel to be registered in Panama during the validity 
period of the Bareboat Charter Contract without losing its previous registration. For this 
purpose, a Certificate of Consent from the country is required to confirm the originally 
registered place of the vessel. The same counts for a vessel registered in Panama applying for 
a bareboat charter registration in another country. Panama will grant such a request as long 
as this is allowed by the other country’s registry.

Discount on Registration fees and Annual Taxes based on Law No.57 of 6 August 2008 and 
Resolution No.106-185-DGMM dated 28 November 2013.

 

 

•

•

•

•

•

•

G/T 

Less than 30,000
From 30,000 to 

less than 100,000
100,000 or more

Registration Fees

50%
50%

50%

Annual Tax 

30%
40%

50%

Annual Consular Tax 
 

50%
50%

50%

1st, 2nd and 3rd year 

Newly Built Vessel Discount (Under Law 57 of 2008)
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For newly built vessels registered in Panama within 12 months after delivery by the shipyard.

Discount Resolution based on Law 57 of 2008 must be obtained through the Resident Agent 
before registration of the vessel.  Supporting documents required are copy of notarized POA 
in favor of Morgan & Morgan and copy of Builder Statement with vessel´s details (tonnages, 
dimensions, delivery date).  

For newly built vessels to be registered in Panama within 12 months after delivery by the 
shipyard and by 31 Dec 2014

Discount Resolution based on Law 57 of 2008 and Resolution dated 28 Nov 2013 must be 
obtained through the Resident Agent before registration of the vessel same as under Law 57 
of 2008. The additional 35% discount on Registration fees and Annual Consular Tax will be 
granted without additional supporting documents.

For newly built vessel that belongs to an important Economic Groups, Ship Owners with 
Worldwide Commercial relevance or that are of interest to the Panama Merchant Marine and 
are to be registered in Panama within 12 months after delivery by the shipyard and by 31 
Dec 2014.

Discount Resolution based on Law 57 of 2008 and Resolution dated 28 Nov of 2013 must be 
obtained through the Resident Agent before vessel registration. Supporting documents are 
same as under Law 57 of 2008 plus evidence of preferential condition (name of economic 
group).

G/T 

Less than 30,000
From 30,000 to 

less than 100,000
100,000 or more

Registration Fees

85%
85%

85%

Annual Tax 

30%
40%

50%

Annual Consular Tax
 
 

85%              50%
85%              50%

85%              50%

1st, 2nd and 
3rd year 1st year 2nd, 3rd

Limited Term Newly Built Vessel Discount  
(under Law 57 of 2008 and Resolution dated 28 Nov 2013)

G/T 

Less than 30,000
From 30,000 to 

less than 100,000
100,000 or more

Registration Fees

100%
100%

100%

Annual Tax 

30%
40%

50%

Annual Consular Tax
 
 

100%              50%
100%              50%

100%              50%

1st, 2nd and 
3rd year 1st year 2nd, 3rd

Limited Term Newly Built Vessel Discount  
(under Law 57 of 2008 and Resolution dated 28 Nov 2013)
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Discount Resolution based on Law 57 of 2008 must be obtained through the Resident 
Agent before registration of the vessel. Supporting documents required are copy of 
notarized POA issued by SPC in favor of Morgan & Morgan and copy of ITC or evidence of 
Keel laid date issued by RO.

For vessels with less than 5 years of delivery and registered in Panama by 31 Dec 2013.

Discount Resolution based on Law 57 of 2008 and Resolution dated 10 Sept 2013 must be 
obtained through the Resident Agent before the registration of the vessel same as under 
Law 57 of 2008.

For vessel registered by 31 Dec 2014

No application is required to be submitted and no Discount Resolution has to be issued.  Copy of ITC or evidence of keel 

laid date issued by RO must be filed along with application for vessel registration to obtain the discount automatically.

NO PSC DETENTION DISCOUNT (Under Law 57 of 2008, article 149, item 8) 

G/T 

Less than 30,000
From 30,000 to 

less than 100,000
100,000 or more

Registration Fees

30%
50%

50%

Annual Tax 

15%
20%

25%

Annual Consular Tax

 
 

15%
20%

25%

1st, 2nd and 3rd year 

Less Than 5 Years of Construction Date Discount
(Under Law 57 of 2008)

G/T 

Less than 30,000
From 30,000 to 

less than 100,000
100,000 or more
Less than 30,000

Registration Fees

30%
55%

75%
75%

Annual Tax 

15%
15%

20%
25%

Annual Consular Tax
 
 

     15%      15%
40%              15%

45%               20%
50%               25%    

1st, 2nd and 
3rd year 1st year 2nd, 3rd

Limited Term Less Than 5 Years of Construction Date Discount 
(Under Law 57 of 2008 and Resolution dated 10 Sep 2013)

1st year 

More Than 5 Years and less than 15 years of Keel Laid and 
more than 10,000 GT Discount 

(Limit Term based on Resolution 28 Nov 2013)

G/T

More than 10,000

Registration Fees

25%

Annual Tax 

N/A

Annual Consular Tax 
 

25%
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Discount Amount
 
15% discount on annual tax and annual consular fee.

When Applicable

This discount is applicable to a vessel that:
Navigates between ports; 
Is not subject to a higher discount under the GMML; and,
Has not been detained by PSC Authorities during the 24 months period immediately 
before the application for discount. 

The GMML does not require the vessel to have been registered under Panama flag during 
the full 24 months period. However, the vessel must be registered under Panama flag at 
the time of applying for the discount.
The vessel can apply for this discount several times (once for every 24 months period 
without PSC detention).

Documents Required to Apply for the Discount

Evidence that the vessel has not been detained by PSC Authorities during the 24 months 
period immediately before the application for discount (this can be obtained from the PSC 
Department of the General Directorate of Merchant Marine of the PMA).
Copy of notarized and authenticated Power of Attorney appointing Morgan & Morgan as 
Resident Agent (if the original has not yet been submitted to PMA).

When to Apply for the Discount

The application for discount must be made before 31 December of the year immediately 
before the one for which the discount is being requested.  For example, 31 Dec 2009 is the 
last date to file the application for 15% discount on annual tax and annual consular fee for 
the year 2010 based on no PSC detentions from 30 Dec 2007 until 30 Dec 2009. An applica-
tion for 15% discount on annual tax and annual consular fee for the year 2010 can be made 
on May 2009 based on no PSC detentions from May 2007 until May 2009.

LOYALTY DISCOUNT (Under Law 57 of 2008, article 150)

Discount Amount

•

•
•
•

•

•

Number of 
Panama flag 
vessels of the 

economic group 
applying for 

registration of an 
additional vessel

5 to 15
16 to 50

51 or more

Registration Fees

20%
35%
60%

Annual Tax 

20%
35%
60%

Annual Consular Fee
 
 
   

 
20%
35%
60%

1st year 

Loyalty Discount



When Applicable
 
This discount is applicable to every vessel to be registered under Panama flag:
Belonging to an economic group that already has registered 5 or more vessels under 
Panama flag; and,
That is not entitled to a higher discount under the GMML.

An economic group will exist, for the purpose of the GMML, when the ship owning 
companies of the vessels registered or to be registered under Panama flag are:
Subsidiaries of a same company; or, 
Affiliated amongst them because they are owned, directly or indirectly, or subject to the 
administrative control of a third company.

Loyalty Discount and Newly Built Vessel Discount 

A newly built vessel belonging to an economic group with 51 or more vessels under Panama 
flag can apply for:
 › Loyalty Discount for the first year (60% discount on registration fees, annual taxes  
   and annual consular tax); and,
 › Newly Built Vessel Discount for the second and third years (discount on annual   
   tax and annual consular fee depending on the newly built vessel’s GT).

Documents Required to Apply for Loyalty Discount

Copy of notarized and authenticated Affidavit issued by an authorized representative of the 
economic group stating: 
 › That the vessel to be registered belongs to said economic group;
 › The number of their vessels already registered under Panama flag; and,
 › Name, owner, IMO number, year built, GT and service of every vessel of the   
   economic group already registered under Panama flag.
Copy of notarized Power of Attorney appointing Morgan & Morgan as Resident Agent of the 
vessel to be registered under Panama flag.

(The Affidavit can also appoint Morgan & Morgan for the purpose of obtaining the Loyalty 
Discount. In said case, the Power of Attorney appointing Morgan & Morgan as Resident 
Agent will be required only for vessel registration).

The original notarized and authenticated Affidavit and the original notarized and 
authenticated Power of Attorney must be submitted to the PMA within 30 days following 
vessel registration. 

If the application will be made for Loyalty Discount and Newly Built Vessel Discount (for 
annual tax and annual consular fee for the second and third years) the documents required 
for both discounts as detailed herein shall be submitted.

When to Apply for the Discount

The application for discount (Loyalty Discount only or Loyalty and Newly Built Vessel 
Discounts) must be made before vessel registration under Panama flag.

•

•

•
•

•

•
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 FLEET DISCOUNT (Under Law 57 of 2008, article 151)

When Applicable

Fleet discount is applicable when:
An economic group will register 3 or more vessels under Panama flag simultaneously or not 
later than 31 December of the year when the first vessel within the group is registered under 
Panama flag; and,
Said vessels are not subject to a higher discount under the GMML.

An economic group will exist, for the purpose of the GMML, when the ship owning 
companies of the vessels to be registered under Panama flag are:
Subsidiaries of a same company; or, 
Affiliated amongst them because they are owned, directly or indirectly, or subject to the 
administrative control of a third company.

Fleet Discount and Newly Built Vessel Discount

3 or more newly built vessels with a total GT of 100,000 or more ready for delivery before 31 
December of the year when the first vessel is registered, can apply for Fleet Discount (60% 
discount on registration fees and annual tax and annual consular fee) for the first year and 
the applicable Newly Built Vessel Discount according to each vessel’s GT on annual tax and 
annual consular fee for the second and third years.

It is also allowed to apply for Fleet Discount for 3 or more vessels, to be registered 
simultaneously or not later than 31 December of the year of registration of the first vessel, 
where only 1 or more vessels are new buildings. In said case, the Newly Built Vessel Discount 
may be requested for the second and third years only in respect of the newly built vessels.

If the newly built vessel(s) will not be delivered within a same year, the best choice is to apply 
for New Building Vessel Discount.

Documents Required to Apply for Fleet Discount

Copy of notarized and authenticated Affidavit issued by an authorized representative of the 
economic group stating: 
 › The number of vessels belonging to said economic group to be registered under 

Total GT of the 3 or 
more vessels to be 
registered under 

Panama flag within 
one calendar year 

Less than 30,000
30,000 or more but 
less than 100,000
100,000 or more

Registration Fees

25%
40%

60%

Annual Tax  

25%
40%

 
60%

Annual Consular Fee
 
 
   

25%
40%

60%

1st year 

Transfer of Fleet Discount

•

•

•
•

•
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Panama flag simultaneously or not later than 31 December of the year when the first vessel 
is registered under Panama flag; and,
 › Name, owner, IMO or Hull number, year built, GT and service of each vessel of the 
economic group to be registered under Panama flag
Copy of notarized Power of Attorney appointing Morgan & Morgan as Resident Agent of the 
vessels to be registered under Panama flag.

(The Affidavit can also appoint Morgan & Morgan for the purpose of obtaining the Fleet 
Discount. In said case, the notarized and authenticated Powers of Attorney appointing 
Morgan & Morgan as Resident Agent will be required only for registration of the vessels).

The original notarized and authenticated Affidavit and the original notarized and 
authenticated Power of Attorney for the purpose of application for discount must be 
submitted to the PMA within 30 days following registration of the first vessel.
 
If the application will be made for Fleet Discount and Newly Built Vessel Discount (for annual 
tax and annual consular fee for the second and third years) the documents required for both 
discounts as detailed herein shall be submitted.

When to apply for Fleet Discount

The application for discount (Fleet Discount only or Fleet and Newly Built Vessel Discounts) 
must be made before registration of the first vessel of the group under Panama flag. All 
vessels included in the Discount Resolution must be registered under Panama flag by 31 
December of the year when the first vessel is registered.

Special Note

 › Replacement and addition of vessels within a group with a Fleet Discount 
Resolution is allowed.
 › Failure to register all the vessels before by 31 December of the year when the first 
vessel of the group is registered will result on the PMA demanding payment of full 
registration fees, annual taxes and annual consular fee for each vessel of the group 
registered under Panama flag.

New Ship Financing Law

Law No.50 of June 28th, 2017 was published at Official Gazette No.28311-B of June 29th, 
2017 and shall enter into force six months after its promulgation.

The new Ship Financing Law creates incentives on fiscal, labor and immigration activities, to 
those business companies that engage in ship finance and those entities that will develop 
maritime projects that are related to ship financing.

It is understood by ship financing entity, a local or foreign entity whose activities are related 
to ship financing.  In order to be authorized as such, a certificate from the Council Certifier 
and Supervisor of Ship Finance Entities will be required.

•

•

•

•
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The ship financing covers any commercial activity with the purpose of facilitating loans, 
stocks, bonds, insurances, guarantees or others related to a ship financing project.

Types of projects that are considered to be related to ship finance:

 › Construction of ships
 › Construction of shipyards and related infrastructures
 › Construction and reparation of containers
 › Construction of Sea Wind Farms

Entities that are authorized to offer, structure and/or grant ship financing from the Republic 
of Panama:

 › General License Banks, International License Banks or Representative License Banks 
authorized and granted by the Superintendence of Banks of Panama.
 › Entities structured in a way to carry out a ship finance deal such as leasing 
companies and entities engaged in ship finance as private equity consortiums.
 › Joint venture enterprises (State and private entities with the purpose of giving ship 
finance).

Fiscal Incentives

 › Income derived from maritime commerce, as the ones coming from ship financing 
of building, selling and buying vessels registered in the International Merchant Marine 
Registry of Panama, will be exempted from the payment of income tax.

Entities to benefit from this incentive, must keep the accounting of such ship financing 
separately, making it known that the booking is being made from an entity located in 
Panama authorized for this purpose.

 › Exempted from the payment of taxes will be the revenues coming out of the 
interests and commission that the banks charges for the financing of projects mentioned in 
Article 2 of this Law.

 › Also, exempted from the payment of taxes, will be the income derived from 
insurances and reinsurances of ship financing projects and ship financing deals.

 › Leasing contracts registered in the Public Registry of the Panama Maritime 
Authority of ships registered in the International Merchant Marine Registry of Panama will 
not be subject to the payment of income tax in Panama.

 › A 3% import tax will be imposed for the introduction of machinery, maritime 
equipment and related equipment required for the building of vessels or for the exclusive 
use of the shipyards.

• Special Immigration Incentives

Immigration permit for employees working in ship financing entities will be issued under the 
following terms:

•

•

•

•

•

•

•
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Immigration permit of a foreign employee for ship financing entities granted to employees 
within 10% of the ordinary employees of a business company, which will be issued for the 
term of 5 years.

Immigration permit of a foreign employee for ship financing entities granted to employees 
within 25% of the specialized personnel, technician and/or in matters related to 
administrative procedures, for the first three years.  The fourth year will be up to 20% of the 
total employees and the fifth year will be up to 15% of the total employees.

Special Labor Incentives

All business companies duly authorized to carry out ship financing projects or authorized as 
ship financing entities could have foreign ordinary employees not exceeding 10% of the 
total employees and specialized foreign employees, technicians or for matters related to 
administrative procedures, up to 25% of the total employees for the first three years, the 
fourth year up to 20% of the total employees and the fifth year up to 15% of the total 
employees.

Finally, according to Article 27, the exemptions and fiscal incentives referred in this Law will 
have a validity period of twenty years counted as of the date this Law enters into effect.

Mining

Mining in Panama began in colonial times. Gold, silver, zinc, lead, manganese, iron and 
copper are some of the minerals that have been found in Panama. The Department of 
Mineral Resources of the Ministry of Commerce and Industries is the governmental agency 
responsible for formulating mining policies, for overseeing mining operations, for 
performing geological studies, for preparing geological maps and statistics and for 
maintaining a file of mining concessions.

Reforestation 

Law N°6 of 2005, grants income and dividend tax exemption to revenues from reforestation 
activities such as the sale of trees.

Law N°24 of 23th November 1992 provides incentives in reforestation including: the 
exemption from import taxes and other fees for goods and supplies; the exemption from the 
real-estate taxes and from the tax on the transfer of real estate property of land dedicated to 
reforestation on 75% of their surface and registered with the national environmental 
authority (ANAM).
 

»

»

1.

2.

•
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Intellectual Property



The Republic of Panama is signatory to international IP agreements, as follows: The Paris 
Convention for the Protection of Industrial Property, The Inter-American Convention of 
Commerce and Trademark, The Bern Convention for the Protection of Literacy and Artistic 
Works, The International Convention of Classifications of Goods and Services, Trips 
Agreement (The Marrakech Agreement), International Union for the Protection of New 
Varieties of Plants (UPOV).

Trademarks

What can be registered? 

As a general rule, trademarks can be: words or combination of words, including those used 
to identify persons; images, symbols and graphics; letters, figures and combinations thereof, 
if made up of distinctive elements; three-dimensional forms, including wrappings, 
containers, shape of a product or presentation thereof and holograms; colors and 
combinations thereof, or any other presentation and/or form which, by its very nature, can 
be used to identify a product or service in the market. 

A trademark may be licensed to one or more persons for all or part of the products or 
services protected by the registration. 

Service Marks, trade dresses, slogans, trade names, collective marks, denominations of origin, 
guaranty marks are also subject to registration as trademarks under Panamanian Law. 

What is the Period of Protection of a Trademark? 

A trademark is protected for a period of ten (10) years as of its filing date, and may be 
renewed for equal periods of time. For renewal purposes, an extension request must be filed 
within one (1) year before or six (6) months after the expiration date. 

Who may apply for Trademark Registration in Panama? 

Any juridical or natural person who complies with the following principles and rules, can file 
for trademark registration in Panama. The principle that governs the trademark registration 
in Panama is: "The right to register a trademark is obtained by its use. The exclusive right to 
use it is acquired by its registry." The right to obtain trademark registrations is governed by 
the following rules:

The person using the trademark in the market from the oldest date has the right to apply for 
registration.
The person using the trademark in the market from the oldest date has the right to apply for 
registration. 

The Intellectual Property Law grants franchise protection in regards to technical know-how 
and assistance. For such purpose both the license and the trademark must be registered in 
the Republic of Panama. 
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What are the Requirements for Trademark Registrations in Panama? 

Trademarks are filed individually and each application covers only one class. The applicant 
must provide the following information:
Applicant’s name and domicile. 
Trademark name and/or design, as used in the market. 

Requirements to file for a Trade Name Registration: 
Specification of products or services on which said mark is being or shall be used, under the 
International Convention for the Classification of Goods and Services, valid and in force in 
the Republic of Panama. 

In addition to the requirements for trademark registration, applications for a trade name 
shall be accompanied by the following: 

Application must also be accompanied by the following documents: 
Copy of the commercial license or permit issued by competent authority, stating that the 
applicant is conducting commercial activities under said trade name (legalized by Apostille 
or Panamanian Consul). 
Power of Attorney (legalized by Apostille or Panamanian Consul). The application may be 
filed without the power of attorney by posting a $100.00 dollar refundable bond to 
guarantee its presentation within two months following the application date. 
A description of its line of business or commercial activities. 
If the applicant is a corporation, a certificate of existence issued by competent authority of 
the country of origin (legalized by Apostille or Panamanian Consul). 
Affidavit (legalized by Apostille or Panamanian Consul). 
Nine (9) labels. 
Priority right claim must be submitted with the Panamanian application. In addition, the 
claimed right must be proven within six months after the application is filed in Panama.

Applications based on priority must indicate the country or office where the application was 
submitted, as well as its date and number. 

Must Changes Occurring in Trademark Registrations be registered? 

Any merger, change of name, assignment, change of domicile, limitation of products, 
variation of the trademark registration during its lifetime, must be recorded before the IP 
Office in Panama in order to become enforceable before third parties. 

Patents and Utility Models
 
What is a Patent under Panamanian Law? 

Those which contribute with no discernible utilitarian characteristic in respect to p r e v i o u 
s inventions or utility models, may not be filed for registration. 
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What is the Duration of a Patent Protection? 

In Panama, inventions are patentable for twenty (20) years, following which the invention 
becomes of public domain. Patent invention rights shall expire in the following cases, a) 
upon expiration of patent period; or b) upon failure to pay any dues or fees required by Law. 
A grace period of six (6) months is granted for the payment of said dues.

Patent invention rights shall expire in the following cases, a) upon expiration of patent 
period; or b) upon failure to pay any dues or fees required by Law. A grace period of six (6) 
months is granted for the payment of said dues. 

Patents and Utility Models
 
The patent of invention is defined as any idea applicable in practice to the solution of a 
particular technical problem. An invention may be a product and/or procedure or the 
special or non-evident use of a product. A product invention comprises, among other 
things, any substance, composition or material, and any article, apparatus, machine, 
equipment, mechanism, device or other object or tangible result, as well as any of its parts. 
A procedure of invention comprises, among other things, any method, system or sequence 
of stages con- deceive to the manufacture or obtainment of a product or result, as well as 
the use or application of a process or product for the purpose of obtaining a particular result.
 
What is a Utility Model? 

According to the Industrial Property Law, utility models are defined as any form, 
configuration or disposition of elements of any artifact, tool, instrument, mechanism or 
other object, or any parts thereof, which permit an improved or different function, use or 
manufacture of the object into which it is incorporated, or which provide some measure of 
usefulness, advantage or technical effect, that it did not previously have. 

A document which, at first sight, shall contain one or more claims of the invention. 

Any Utility Models having an industrial application is subject to registration. However, only 
minor differences, such as
 
Priority right claim must be submitted with the Panamanian application. In addition, the 
claimed right must be proven within twelve months after the application is filed in Panama.

Applications based on priority must indicate the country or office where the application was 
submitted, as well as it date and number. If the applicant is a Corporation, a certificate of 
existence issued by competent authority is required. 

•
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Industrial Designs 

What is an Industrial Design? 

It is defined as any bi-dimentional or tri- dimentional form that, incorporated to a useful 
product, gives it a special appearance, and makes it fit to serve as a type or model for its 
manufacture. 

As far as industrial property is concerned, protection of an industrial design does not 
comprise elements or characteristics of the model or drawing used only to obtain a 
technical effect, or that are suggested only for technical considerations. 

What is the duration of an Industrial Design?

Industrial Designs are protected for a ten (10) year period, counted as of their application 
date. Registrations may be renewed for a period of five (5) additional years. In the case of 
renewals, extension applications must be filed six (6) months prior to expiration.
 
What are the Requirements for Industrial Design Registration in Panama?
 
The requirements to register an Industrial Design in Panama are: 
Once the application is filed, it will be identified by date and number. During the review 
process, the application will be verified by an examiner of the Industrial Property Office to 
establish if the application complies with the requirements of the Industrial Property Law. If 
so, it will be published in the Industrial Property Bulletin. 
Power of Attorney (legalized by Apostille or Panamanian Consul). The application may be 
filed without the power of attorney by posting a $ 100.00 dollar refundable bond to 
guarantee its presentation within two (2) months following the application date. 
Kind or type of products to which they will be applied. 

If the examiner rejects the application because of non-compliance with the law, it may be 
amended and then continue with the normal process. If no amend: 

Class or classes to which the products belong. 
Graphic representation of the Industrial Design. 

Ment is made, the application is rejected. The applicant can appeal against the rejection by 
administrative procedure before the Industrial Property Office. 

Priority right claim must be submitted with the Panamanian application. In addition, the 
claimed right must be proven within six (6) months after the application is filed in Panama.

Applications based on priority must indicate the country or office where the application was 
submitted, as well as its date and number. If the applicant is a corporation, a certificate of 
existence issued by the competent authority is required. 
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Plant Varieties 

What is Protected? 

A plant variety is protected under Panamanian Law, if it fulfills the five (5) essential 
conditions, as follows:

Novelty:
Means that the variety has not been offered for sale or commercialized by the grower or 
authorized person in the territory of the Republic of Panama within one (1) year prior to the 
date of application, or in the territory of another state within four (4) years and, in the case of 
trees and grape wines, within six
(6) years prior to such date.

Di�erent:
A variety is considered different if, one or several important characteristics distinguish it from 
any other variety which, on the date of application, is well known.

Homogeneous:
Varieties shall be deemed to be homogeneous if their relevant characteristics are sufficiently 
uniform, despite foreseeable variations resulting from the peculiarities of its vegetable 
reproduction or multiplication.

Stability:
A condition which occurs after the reproduction or continuation process and which, 
regardless of the number of times the particular variety is reproduced or multiplied, retains 
the same essential characteristics of the plant corresponding to the variety presented by the 
applicant for protection.

Name:
Names are required to differentiate one variety from another, so that characteristics, value 
and identity of that variety shall not be liable to error or confusion.

What is the Period of Protection for Plant Varieties?

The grower’s title is obtained when the applicant has complied with all the requirements of 
the law and its registration in the Industrial Property Bulletin is ordered. The grower’s title 
shall have a duration of twenty (20) years starting on the date on which the protection title 
is granted. For Grape wines, fruit, forest and ornamental trees, it shall be twenty five (25) 
years.

What are the Requirements for Plant Variety Registrations in Panama?

The requirements to process Plant Variety applications in Panama are as follows:

Grower’s name and address, if other than the applicant.
Assignment by grower, if other than the applicant (legalized by Apostille or Panamanian 
Consul).

»
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Power of Attorney, duly legalized by Apostille or Panamanian Consul.
Identification of botanical name (Latin or common name).
Proposed or provisional name for the variety.
To claim priority right from previous application, indicate the State member of the 
International Agreement for the Protection of Vegetable Products which accepted said 
application, as well as application date.
Technical description of the variety.
If the applicant is a Corporation, Certificate evidencing the legal existence of the company, 
issued by competent authority at the country of origin (legalized by Apostille or by the 
Panamanian Consul).

Copyrights

What is Subject to Copyright Protection under Panamanian Law?

Under Panamanian Law, any work resulting from intellectual creation is subject to copyright 
protection, including, inter alia,written works, including software, conferences, speeches, 
lectures, or any other type of oral work,musical compositions,with or without 
words,dramatical works, including musical dramatizations, choreographic works, 
pantomimes, audiovisual works, photographs, artistic works, including paintings, drawings, 
sculptures, engravings, lithographs, architectural works, applied artworks, illustrations, maps, 
blue prints, sketches, and works related to geography, topography, architecture or science, 
and any literary, artistic, didactic or scientific works, capable of being disclosed or published 
by any means or procedures. 

What is the Period of Protection for Copyrights?

Authorship rights (moral rights) do not expire, even with the death of their author. In fact, the 
right to exploit any work deriving from copyright expires fifty (50) years after the death of the 
author.

What is the Period of Protection for Copyrights?

Authorship rights (moral rights) do not expire, even with the death of their author. In fact, the 
right to exploit any work deriving from copyright expires fifty (50) years after the death of the 
author.

What are the Requirements for Copyright Registration in Panama?

Requirements for copyright registration are as follows:

Power of Attorney executed by an officer of the applicant along with the Notarial Certificate 
issued by the  Notary Public certifying the legal existence of the company, duly legalized 
with the Seal of Apostille or Panamanian Consul.
Deed of Assignment (if applicable), duly legalized by Apostille or Panamanian Consul. The 
signature of the Assignor and the Assignee must be attested by Notary Public and then 
legalized (separately).

•
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Copy of passport or I.D. of the author(s).
Title of the work and modifications, if available.
Name, nationality, I.D. or passport number, address, date of birth (and death, if applicable, of 
the author(s).
Dates of creation of the work.
Dates of publication of the work (specify if it is a new or a derivative work).
Place of origin.
Name, nationality, I.D. or Passport number, and domicile of the producer.
Two (2) samples of the copyrightable work.

In addition for software:

Two (2) samples of the text for the computer program.
Two (2) diskettes or CD’s, containing the software.
Two (2) samples of the instruction manual.
Two (2) samples of the first five (5) pages and the last five (5) pages of the source code.
Brief description of the functions (characteristics, main and basic functions of the computer 
program).

Principles that Govern IP Protection in Panama

In order to oppose the use of a trademark by another party, the same must be registered. 
Nevertheless, in order to oppose a trademark application, it is not necessary to have the 
trademark registered as long as its previous use can be proven in court. The person entitled 
to use a famous or a well-known trademark may oppose its unauthorized use and 
registration and demand cancellation of its registration, if any.

Opposition, Nullity and/or Cancellation Claims

The procedure to oppose, annul or order the cancellation of an IP right is very simple and 
begins with a claim filed before the IP courts in Panama. Once the claim is admitted, notice 
is served to the defendant, who will have five (5) days to answer the claim or file a 
counterclaim. Thereafter, the parties shall attend a hearing, where all evidence shall be 
produced and examined. Once all evidence has been submitted in court, the pleadings shall 
begin. Usually, the parties can make their pleadings orally during the hearings. 
Notwithstanding, the judge can also set a date for such purpose after the hearings. 
Following the term to file allegations, the court shall rule on the case. In the event that a 
party does not agree with the court ruling, an appeal can be announced and sustained 
before a Higher Court, where a final ruling shall be issued.

When can an Opposition Claims be Filed?

For a period of two (2) months after the trademark application is published, any person who 
believes to have a better right can oppose the trademark application.

When can a Trademark Cancellation Occur?
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Cancellations may occur as follows:

• By express disclaimer by the holder of the right.
• Due to lack of use of the trademark, trade name and slogan for five (5) consecutive years.
• Upon expiration of the period of validity without renewal.
• By ruling of the intellectual property court.

When is a Trademark Registration Null and Void?

A patent of invention or a utility model registration will be annulled in the following cases:

Whenever it is proven that the concession or registry was made in contravention of the 
dispositions of the industrial property law.
When due to modification or division of the application, the patent issued has claims that 
are not sustained in the subject matter contained in the original application.
Whenever the same is granted to someone who is not entitled thereto under the industrial 
property law. In such case, nullity actions can only be filed by the person entitled thereto.

Nullity actions can be filed for a period of eight (8) years following the date of concession of 
the patent and five (5) years following its date of registration.

When Does an Industrial Design Registration Become Null and Void?

Industrial design registrations shall become null and void in the following cases:

Whenever it is proven that the registry was made in contravention to the disposition of the 
industrial property law.

Nullity actions against industrial model or drawing registrations can be filed for a period of 
five (5) years following the registration date. If the application for registration was made in 
bad faith, they may be filed at any time during its validity.

What are the Requirements for Filing an Opposition, Nullity and/or Cancellation 
Claim?

Requirements for filing an opposition, nullity and/or cancellation claim in Panama are as 
follows:

Power of attorney (Legalized by Apostille or Panamanian Consul). However, an opposition or 
cancellation may be filed without the Power or Attorney by posting a bond. In such case, the 
Power of Attorney shall be filed within two (2) months after the claim is presented.
Certificate of existence, in the case of juridical person (legalized by Apostille or Panamanian 
Consul).
Evidence of better right.
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Improper Use Claims

Claims against the improper use of a trademark, trade name, copyright, patent, utility model, 
industrial design, plant variety, or any other source of Intellectual Property rights may be filed 
in two different ways, as criminal actions or as civil actions.

Criminal Actions

Under the Criminal Code of Panama, any person that produces, sells, or introduces for trade 
any products identified by a trademark owned by a third party, or manufactures products 
under the patented invention of another person commits a felony.

The use, reproduction or public disclosure of any copyrightable matter is also considered a 
felony.

The most important fact to take into account when filing Criminal Action is that the 
intention to commit the felony must be proven in court.

How can Criminal Action be brought against the Infringement of an IP right?

Any person affected by a crime against their IP rights may take criminal action by 
denouncing the fact to the Attorney General’s Office. As a result of the denunciation, the 
case will be designated to a District Attorney (DA) who must investigate the facts, and seize 
the fake goods and machinery involved in the criminal action. Private attorneys shall assist 
the DA in the investigation in order to build a case against the infringer. Once the DA office 
has concluded the investigation, if there is evidence of felony, it shall bring the responsible 
party to trial. The second part of the action begins with the trial, in which the DA, with the 
help of private attorneys, shall prove in court that the responsible party committed the 
felony intentionally.

Civil Action for Infringement of IP Rights

The procedure of civil actions for improper use of IP rights and the potential indemnization 
are similar to the procedures set forth for oppositions and/or cancellation actions. The court 
requests the seize of goods and machinery involved in the improper use in order to secure 
the results of the action. In such case, the action must be filed within the next ten (10) days. 
Once the seizure is admitted and enforced by the Court, the claimant shall file a bond within 
three (3) days following the seizure. Said bond shall be for up to 50% of the total value of the 
seized goods.

Barrier Measures

Our country’s Intellectual Property Law confers discretionary powers and faculties to 
Customs and The Colon Free Zone authorities to conduct investigations and retain any 
goods suspected of being imitations, or counterfeits including the confiscation of 
equipment used to manufacture the fake goods. The Attorney General's Office and the 
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Customs Bureau are officially empowered to initiate investigations on Intellectual Property 
matters.

The Customs Bureau and the Free Zone Administration are duly empowered to keep records 
of the Panamanian Intellectual Property Registrations for companies who wish to protect 
their intellectual property through barrier measures. Morgan & Morgan offers the service of 
registering your company’s Panamanian Trademark Registration before the Customs Bureau 
and the Colon Free Zone.

What are the Requirements for the Registration of such Rights?

Power of Attorney (legalized by Apostille or Panamanian Consul).
If the applicant is a corporation, a certificate of existence issued by competent authority of 
the country of origin (legalized by Apostille or Panamanian Consul).
Two (2) product samples
Certified copy, issued by the Intellectual Property Office, of the Certificate of Registration and 
Renewal Resolutions of the trademark to be protected.

Does Morgan & Morgan O�er Watch Report Services for IP rights?

Morgan & Morgan can maintain and watch your IP rights through watch reports of 
Intellectual Property Bulletins, and by informing you in due course of any similar trademarks 
being published.

We can also provide investigation services for counterfeits, imitations, or any person who 
violates the IP rights of our clients in any part of the country.

Licensing IP Rights

Morgan & Morgan is experienced in licensing and other transactions involving intellectual 
property rights and technology. Qualified attorneys will assist and counsel you on any issues 
concerning these matters, such as the negotiation of patents, copyright, trademarks, 
technology agreements and trade secrets.
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Labor and Immigration



Panama has experimented an immigration boom during the last years, mainly due to several 
mega infrastructure projects, such as the Panama Canal expansion as well as the Panama 
City Metro and to the implementation of new laws to encourage international companies to 
establish their regional headquarters and logistic centers in Panama.

Law 41 of 2007 established a new immigration program for international companies’ 
executives, with the SEM License, that present a great advantage over the normal 
immigration programs, as it allows to get residence and work permit through one process, 
which takes place in a special office of the Commerce Ministry.
Law 41 of 2004 established a special area called Panama-Pacífico offering logistic incentives 
to encourage international companies to set up branches in Panama. It established an 
integrated system to take care of all the permits needed through one office.

More recently due to the increasing needs of skilled and qualified labor, a couple of new laws 
were enacted to open the doors to foreigner that may help to respond to these works.  
Decree 416 of 2012  created a new immigration category that authorize Permanent 
Residency and Indefinite Work Permit to citizens of a list of countries, that includes European 
Union countries, North American countries,  South American countries (but Colombia, 
Venezuela, Ecuador, Peru,  Uruguay and Surinam), Costa Rica, Australia, Japan,   South Korea, 
Taiwan,  Singapore, Hong Kong.

Decree 804 of 2012, created another new immigration category for foreign professionals 
that authorize Permanent Residency and Indefinite Work Permit to foreigners that have a 
University Degree or Master Degree or Doctor Degree in a profession not reserved to 
Panamanians by Constitution or Law.

These new categories become very attractive for skilled labor, to immigrate to Panama to 
fulfill the job opening that is taking place representing a positive influence to the country. 

Employment Regulations

The Republic of Panama has had a tradition of stable individual and collective labor relations 
with a large number of successful collective bargaining agreements executed each year. 
Compared with other countries of the region, a minimum of conflicts and strikes have been 
carried out, too. These particular conditions make the Panamanian market an attractive 
destination for foreign investments.

Employment Contracts

Employment contracts must be in writing and in three copies (for the employer, employee 
and labor authorities). In the absence of a written contract, the presumption of the existence 
of the labor relation will work in favor of the employee, therefore any fact or circumstance 
alleged by an employee will be presumed to be true unless the employer proves beyond a 
reasonable doubt that it is not. The contract may be for an indefinite or a definite period of 
time or for a specific project.

Labor contracts can have a three-month probationary term, provided that the type of 

»
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service to be hired requires special skills and that it has been expressly stated in the contract. 
The maximum term for a definite period contract is one year. A definite period contract 
becomes indefinite if the employee continues working after the definite period expires, if he 
continues working after the specific project he was hired for is finished, when having 
successive contracts for a definite period or when contracts for a specific project are entered 
into. This rule will not apply during the first year of operation of the company or whenever 
the employee is hired for a new company activity.

Work Permits

Foreigners wishing to work in Panama must obtain an authorization in the form of a work 
permit, from the Ministry of Labor and Employment Development. Work permits are valid for 
one year and may be renewed. Companies employing foreign personnel must maintain a 
certain proportion between local and foreign workers. Local personnel are defined as 
Panamanians, foreigner’s married to Panamanians and foreign employees with at least 10 
years of legal residence in Panama. Employers are allowed to hire up to 10% of foreign 
employees in the case of administrative workers and up to 15% in the case of specialized or 
technical personnel. Exceptions can be made exclusively for companies supervising 
operations or transactions carried out abroad.

Salaries and Minimum Wages

Salaries in Panama can be fixed by unit of time (month, t, week, day or hour), task, or by a 
specific job. Salaries include any money, gratuities, bonuses, premiums, commissions, profit 
sharing and any other income or benefit employees receive as payment for their work. 
However, these items are only considered as salary for the calculation of holidays and 
seniority. Employees must be paid at least biweekly.

The law establishes minimum wage schedules for specific activities which vary in different 
geographical areas and which should be revised every two years. The last revision took place 
in December 30th of 2013 and the highest minimum wages rate was established at USD 
396.93 per month.

Payroll Costs

Employers must pay 11.5% above the monthly salary for Social Security plus 1.5% for 
Educational Security. Additionally, Panama’s labor laws contemplate the obligation to 
establish a fund for seniority to be paid at the end of the labor relation; it consists of 1.92% of 
the monthly salaries. It also includes the obligation to save the equivalent of 5% of the 
severance payment’s monthly quota in the fund every three months. The severance 
payment has to be paid to the employee in the event of a justified resignation or an 
unjustified dismissal.

»

»

»

47Doing Business in Panama



Work Day

Four different work shifts are established. They are the following ones:

Day shift consisting of a maximum of eight hours between 6:00 am and 6:00pm o’clock with 
a maximum of 48 hours in a week.

Night shift consisting of a maximum of seven hours from 18 and 6:00 am and 6:00 pm o’clock 
with a maximum of 42 hours a week.

Mixed shift consisting of 7.5 hours including both day and night shift with a maximum of 45 
hours a week. A mixed shift with more than three night shift hours is considered to be a 
night shift.

Rotational shift for companies required to employ personnel at different hours, according to 
the company’s activities and needs. For the night, mixed and rotational shifts, employees 
receive the same payment as for the day shift even though their work time is shorter. A 
working day consists of the total time the employee cannot freely use when he is at the 
service of the employer.

Overtime

Hours worked in excess of the maximum hours defined above must be paid as overtime. 
Minimum overtime rates are as follows:

25% surcharge per hour worked during the day shift.

50% surcharge per hour worked during the night shift, for hours worked in excess of a mixed 
shift initiated in the day period or for work performed on any day of rest (i.e. Sunday).

75% surcharge per hour worked in excess of the night shift or a mixed shift initiated in the 
night period.

150% surcharge per hour worked on a holiday or on a day of national mourning plus an 
additional paid day of rest.

Three hours per day and up to nine hours per week are the maximum legally allowed 
overtime. For overtime exceeding this limit, the employee is entitled to receive a 75% 
surcharge. 

Export industries and small businesses have special dispositions regarding overtime. These 
companies pay a unique 25% surcharge over regular salary for overtime and 50% for work 
performed on holidays.

Panama’s legislation does not distinguish between top executives and other employees. 
Theoretically, they are all entitled to overtime. However, in practice it is very seldom paid.
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Holidays

Employees are normally entitled to 30 days of leave every year. Annual leave is accrued at the 
rate of one day for every eleven days of work. The employee may not want annual leave for 
payment; however, by mutual agreement it can be accumulated for up to two years but 
there is a minimum rest period of 15 days during the first year. The thirty-day period can be 
divided into no more than two equal parts. Provided that the operating cycle allows it, 
employees working for companies established in export processing zones might enjoy 
annual leave in advance, even if not earned.

13th Month

Since 1970 every employee working in Panama is entitled to a 13* month payment, a 
fictional additional month of salary to be paid in three parts during the months of April, 
August and December.

Public Holidays

Working on public holidays is not permitted, except for certain listed economic activities like 
the ones in hotels, restaurants, public services, etc. Recharge of 150% above the normal hour 
rate of salary is to be paid. In Panama, there are exactly 11 public holidays per year plus the 
day in which the president takes his post every 5 years.

Sundays

Working during Sunday or another weekly day of rest must be paid with a surcharge of 50%. 

Termination of Labor Relations

With only a few exceptions such as in the case of domestic employees, it is required to 
dismiss in writing. If based on a justified cause, the letter should express the date of the fault 
as well as a summary of the employee’s actions. Employer may only dismiss an employee 
under the justified causes listed in Article 213 of the Labor Code which include not only 
disciplinary but also economic causes. In the Republic of Panama the parties cannot create 
causes for dismissal and have to apply strictly the ones contemplated by law.

An employee working with an indefinite duration contract dismissed without any justified 
cause of dismiss, will have the right to severance payment. Article 225 of the Labor Code 
contains the rates for the severance payment that the employer will have to pay for an 
unjustified dismissal.

Employees that have not completed two years of continuous labor can be dismissed 
without cause through a pre-notice of the employer given to the employee one month in 
advance (or pay the month) plus a severance payment equivalent to 3.4 weeks of salary per 
year.
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The labor relation can also be terminated as consequence of the employee’s resignation or 
by mutual consent. The resignation letter requires to be previously sealed by the Labor 
Department.

All forms of termination of the labor relation including justified dismissal entitle the 
employee to holiday payment, the 13th month salary and seniority.

Seniority

When indefinite duration labor relations terminate, the employees are entitled to a seniority 
payment equivalent to one week of salary per year of effective labor.

Tourist Visa

To enter Panama, the most common is the Tourist category, which   will be acquired through 
a Tourist Visa or a Tourist Card that will allows to stay in the country for a period of 90 days 
that can be extended to a total of 180 days, depending on the citizenship. Almost all Latin 
Americans, some Europeans, Canada, Australia and U.S. citizens are allowed to enter Panama 
with just a Tourist card, which can be obtained at almost all airlines flying into Panama. 
 
There are some countries that require stamp Tourist visas which are issued by the 
Panamanian Consulates.  Stamp Tourist Visas will be authorized for periods of 30 to 90 days 
renewables up to 180 days. All foreigners who need Visa to enter Panama and stay longer 
than the authorized period must be registered with the Immigration Office, and will receive 
a Tourist ID Card. 
 
Citizens from countries that will required Tourist Visa to enter Panama and have a valid 
Tourist Visa from USA, Canada, Australia or the European Community and have used it at 
least once, will be allowed to enter Panama without getting Tourist Visa.

Residence Visas:
 
There are different types of Residence Visas under Panamanian Immigration laws that 
authorize foreigners to reside in Panama under temporary or permanent bases.
 
Temporary Resident Permits for labor and special policies reasons which allows the 
foreigner to stay for periods of one year that can be extended for similar periods. The most 
commonly used among businessmen are:  Foreign personnel hired as Executives in Colon 
Free Zone Companies, Foreign personnel hired by a Contractor or a Sub Contractor of the 
Panama Canal Authority, Foreign Personnel hired by the City of Knowledge, by the Panama 
Canal Authority, by the Panama-Pacific Area, by Call Centers, Export Processing Zones, by 
International Companies whose operations take effect abroad, by Multinational 
headquarters and some others. 
 

»
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Permanent Resident Permits are authorized to foreigners who come to Panama with the 
intention of staying permanently.  The programs most commonly used among are:  Retired 
Bondholder, the Pensioner, the Self Solvency, Foreign Professionals and citizens of countries 
with friendly, economic and investment relations with the Republic of Panama. 

Permanent Resident Permit as Retired Bondholder: The basic requirement in order to 
apply for this permit is that the foreigner must have a time deposit (TD) with Banco 
Nacional de Panama (National Bank of Panama) or Caja de Ahorros (Panamanian State 
savings bank) earning interests in the minimum amount of eight hundred fifty American 
Dollars (US$850.00) per month. The TD must be unencumbered and unpledged for a 
minimum term of five (5) years. The amount to be deposited will depend on the interest rate 
at the time the TD is opened.  This permit is granted for a renewable term of five (5) years, 
provided that the term deposit is maintained with abovementioned institutions. The 
foreigner who is granted this permit shall receive a special Panamanian passport, which may 
be used as instrument for traveling (it is not Panamanian Citizenship Passport). Also he will 
receive a migratory card as Permanent Resident, valid for 5 years.

Permanent Resident Permit as Pensioner:  The basic requirement in order to  apply for 
this permit, is that the foreigner must have a minimum retirement pension of one thousand  
American dollars  (US$1,000.00)  per month, which must be for his/her lifetime, and which 
source may be any foreign government, international organization or public company. In 
case the applicant proves that he/she has acquired a personal property in Panama for the 
amount of more than one hundred thousand American Dollars (US$100,000.00), the 
retirement or pension amount may be of seven hundred fifty American Dollars (US$.750.00) 
monthly.

Permanent Resident Permit as Self Solvency Individual: In order to obtain this permit, 
the applicant must invest the minimum amount of three hundred thousand American 
Dollars (US$.300,000.00) in Panama. In case of having dependents, the applicant must prove 
an additional source of funds of two thousand American Dollars (US$2,000.00) per each 
dependent.

The investment may consist in a Time Deposit under the applicant´s personal name with any 
general license bank operating in Panama in the minimum amount of three hundred 
thousand American Dollars (US$300,000.00), and for a minimum term of 3 years;  or the 
purchase of real state property in the minimum amount of Three Hundred Thousand 
American Dollars (US$300,000.00), which must be in name of the applicant or in name of a 
private interest foundation. In this last case, the applicant shall prove that he/she is the 
foundation founder, and that his/her dependents are the beneficiaries thereof. The Time 
Deposit and the Real State Property used for this program shall be free of encumbrances.  A 
combination of both (the TD and the property) with a total value of three hundred thousand 
American Dollars (US$300,000) can be considered also as an option to back up this program.
This permit is granted in two stages. In the first stage, the applicant is granted a temporary 
resident permit for a term of two years and, upon expiration of such two years, the applicant 
may apply for a permanent resident permit. 
 
Permanent Resident Permit as Foreign Professional:  It is a permit granted to foreign 
professionals that have University Degree, Master or a Doctor´s degree, in a profession that 
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is not reserved only for Panamanians by our Constitution.  It is granted in two stages: a 
temporary resident permit for a term of two years and, upon expiration of such two years, 
the applicant may apply for a Permanent Resident Permit. 

Permanent Resident Permit as Citizen of Countries with friendly, professional, 
economic and investment relations with the Republic of Panama

Executive Decree 416 of June 13, 2012 creates this Permanent Resident category for persons 
whose purpose is to carry out economic or professional activities of any kind in the Republic 
of Panama, subject to the restrictions and regulations of the laws in force.  Citizens from the 
United Kingdom of Great Britain and Northern Ireland, Germany, Republic of Argentina, 
Commonwealth of Australia, South Korea, Republic of Austria, Federal Republic of Brazil, 
Kingdom of Belgium, Canada, Kingdom of Spain, USA, Slovakia, Republic of France, the 
Republic of Finland, Netherlands, Republic of Ireland, State of Japan, Kingdom of Norway, 
Czech Republic, Swiss Confederation, Republic Singapore, Republic of Uruguay, Republic of 
Chile, Kingdom of Sweden, Poland, Hungary, Greece, Portuguese Republic, Republic of 
Croatia, Republic of Estonia, Lithuania, Latvia, Republic of Cyprus, Republic of Malta, Republic 
of Serbia, Republic of Montenegro, State of Israel, Kingdom of Denmark, South Africa, New 
Zealand, Special Administrative Region of Hong Kong, Luxembourg, Liechtenstein, Monaco, 
Andorra, Serene, Republic of Marino, Republic of Taiwan, Republic of Costa Rica,  Republic of 
Paraguay and Mexico  may apply to this program and get a Permanent Residence Permit.  
Persons granted this permit can apply for an Indefinite Work Permit in order to work in 
Panama.

All the Non Resident and Resident Permits allows the applicant dependents (spouses, 
dependent parents, disabled family members, and children under the age of 18, and up to 
25 if proven they are students, as dependents) to be include in their applications.

Maritime Labor

Law N° 8 of 26th February 1998 regulates maritime labor in a special manner different from 
the general regime contemplated in the Labor Code and expressly excluding stevedores, 
apprentices and Panama Canal employees.
Some of the key points are:

The law decree allows private crewing agencies to operate from the Republic of Panama.

The working shift contemplated in the official Labor Code is not strictly enforced because 
the working shift on board of ships will depend on the type of service the ship will render 
therefore, the crew will be hired based on these facts.

The salaries will be determined by the ship’s articles and depend on the type of service the 
crew will render as long as it covers the base salary, overtime, holidays and any other type of 
compensation or bonus to which the ship-owner has agreed to.

It expressly sets out the causes for justified dismissal.

•

•

•

•
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Due to accidents, a compensation scale is approved for professional risks.

Crew members are given the option to be covered by the ship owner’s insurance or by the 
Social Security of the Republic of Panama.

Within the Judiciary System, it creates the Maritime Labor Courts dedicated exclusively to 
attend maritime Labor claims, but still not in operation.

Any lawsuits arising from the ship owner’s obligations shall be resolved promptly and 
inexpensively by using summary proceedings at the maritime labor courts of Panama. 
Unless otherwise agreed to in writing between the ship-owner and the crew member as 
part of the Ship’s Articles (jurisdictional clause), any other court shall be excluded.

It establishes a national foundation for nautical education of seafarers in Panama.
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Business Entities and 
Other Legal Structures



According to Panama’s Constitution, nationals and foreigners are equal under the law. 
Therefore, both Panamanian and foreign companies must fulfill the same basic 
requirements to organize and operate in Panama. However, there are restrictions on 
foreigners operating retail trade activities and practicing certain professions. 

Individuals may engage in permitted business activities in their own names or through legal 
entities. The different types of legal entities existing in Panama are the following ones:

Corporations

Law N° 32 of 1927 regulates Panamanian corporations. Corporations are the most 
commonly adopted form of legal entity in Panama. Today, there are more than 300,000 
Panamanian corporations registered at the Public Registry engaged in all kind of legal 
business enterprises all over the world including finance, banking, insurance, agribusiness, 
tourism, trading, transport, consumer goods, warehousing, among other things.

The main advantages of the Panamanian Corporation are:

The Corporation may engage in any lawful business as authorized by the articles of  
incorporation, both within Panama and outside in any other country.

Shares may be issued in nominative or bearer form, with or without nominal value, with 
designations, voting rights and preferences as established in the articles of incorporation of 
the company.

Meetings of the board of directors of the Corporation may be held in any country and the 
directors may attend the meetings personally, by proxy or by electronic means.

The incorporators and directors of a Panamanian company need not be Panamanians and 
may be natural or juridical persons. The minimum number of directors required by law is 
three.

The companies may issue powers of attorney which may be registered in the Public Registry 
of Panama.

A Corporation engaging in business in the Republic of Panama and also in other countries 
will pay income tax in Panama only on the part of its income obtained from business 
transacted locally.

Panamanian legislation does not tax dividends received by corporations, if the dividends are 
paid out of income produced outside its jurisdiction. Therefore, a Panamanian Corporation 
receiving dividends from another Corporation paid out of income produced outside of the 
republic is not subject to tax in Panama.

Companies to pay a flat-rate, by first time in USD 300.00 and the same amount will paid 
every year for conserve the legal status of corporation in the Public Registry.

»
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Incorporation Procedures

The procedures to form a Panamanian Corporation are as follows:

Contact a local Attorney who will act as resident agent for the company.
Provide required information to the resident agent.
The articles of incorporation must be prepared by the resident agent. A Notary Public must 
notarize this document.
The notarized document will be registered at the Public Registry of Panama.
The resident agent will prepare share certificates and legal records of the Corporation.
Documents certifying the authenticity and good standing of the Corporation can be 
requested. These documents can be certified by the nearest Panamanian Consul at the 
place of origin.

The articles of incorporation must state at least the following basic information:

Names and domiciles of the incorporators.
The name of the Corporation must include the words «Sociedad Anónima», Corporation, 
Incorporation, Incorporated or their abbreviations; it cannot be similar to the name of any 
other previously registered Corporation.
The main purposes of the Corporation and/or a statement declaring it may engage in any 
lawful activities.
The amount of the authorized capital stock and the number and class of shares into which 
the capital is divided. Shares may be issued with or without par value. These shares may be 
of different classes, values and rights. Furthermore, shares may be issued in registered form, 
bearer form or both.
The domicile of the Corporation and the name and domicile of its resident agent who must 
be a licensed attorney or law firm of the Republic of Panama.
The duration of the Corporation, although it is usually stated that it shall have perpetual 
existence.
Full names and addresses of directors must be indicated as well as the names of the 
president, secretary and treasurer. The same person may hold more than one office. For 
practical purposes, it is not recommended that the same person may be appointed as 
president and secretary.
A foreign Corporation may have branch offices or agencies to engage in business in 
Panama.

Partnerships

The responsibility of the partners is unlimited unless the partnership instrument provides 
that the partners will be liable only for a sum that cannot be lower than their contribution to 
the partnership.

There are different forms of partnerships:
Simple limited partnerships are limited partnerships with both general and limited partners. 
General partners share in the management and are jointly and severally able for the 
partnership’s debts. Limited partners are liable only up to the amount of capital that they 
have invested.

»
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Joint stock partnerships are limited partnerships similar to simple limited partnerships but 
with the partners’ capital represented by shares.

Limited Liability Companies: Under this form of organization, the liability of the partners is 
limited to their individual capital participation. In the name of the partnership, it is required 
to State the Spanish words «Sociedad de Responsabilidad Limitada» or the initials «S. de R. L. 
»; otherwise, the partner’s liability will be unlimited. Since 9m January 2009, the Limited 
Liability Company of Panama is based on a new, more flexible juridical background.

Incorporation Fees

Incorporation fees are the same for corporations and partnerships. They are calculated 
according to the following schedule and vary pursuant to the registered authorized capital, 
for example:

Authorized Capital                               Registration Fee     Quali�cation 
            
Fee
For the first USD 10,000   USD   50.00   US 10.00
From USD 10,001 up to USD 1,000,000 USD   792.50   US 10.00

Other Types of Legal Instruments 

Trusts

Trusts in Panama are regulated by Law N° 1 of 5th January 1984 which has provided added 
flexibility in the creation and management of trusts following modem concepts derived 
from Anglo-Saxon law. This circumstance makes Panamanian trusts different from those 
existing in other civil law jurisdictions.

The following are a few of the salient features of Panamanian trusts:

Parties to a trust can include all types of clauses, provided that they do not violate law, moral 
or public interest.

Trusts can be created by means of a private document, except for trusts of real property 
located in Panama or certain In Rem Rights. Even trusts with mortis causa effect can be 
created by private document without the need for a will if the trustee is licensed by the 
Superintendence of Banks and authorized to engage in the trust business.

The duration of a trust can be indefinite. No anti-perpetuity provisions are in place. 

The trust instrument is not recorded or published; thus, it is in fact a private document. 
However, the trust Company must maintain proper due diligence records and procedures in 
order to avoid the use of trusts as instruments for money laundering. As a formality, the 
authentication of the signatures of the Settlor and Trustee by notary public is required in the 
trust instrument.
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The persons involved in handling the trust, including the authorities, must maintain its 
confidentiality under penalty of up to USD 50,000 and a jail sentence of 6 months.

Unless otherwise specified in the trust deed, Trusts are irrevocable, which can be favorable 
for tax purposes. During his lifetime, the settlor can also maintain ample powers such as 
being able to remove the trustee, changing the jurisdiction of the trust, adding and 
removing beneficiaries, adding and removing property subject to the terms of the trust, 
modifying the trust deed, having veto power over the administration by the trustees, etc. All 
of this is possible without invalidating the trust (as a sham, under most Anglo-Saxon 
jurisdictions) provided that the trust has a valid object (such as hereditary disposition of the 
trust property to the beneficiaries).

Offshore trusts, i.e., those in which the beneficiaries or Settlor do not derive income from a 
Panamanian source, as defined by the Fiscal Code of Panama, are tax-exempt.

Trust assets are regarded as a separate estate; for all legal purpose, they are considered 
independent from the assets of the trustee, the settlor and the beneficiaries. Therefore, trust 
assets cannot be attached by the creditors of the trustee, the settlor or the beneficiaries. The 
Panamanian source income from the trust assets is taxed separately from the personal 
income of the trustee.

Trust assets can be of any kind including future assets (that is, those not existing at the time 
the trust is created).

Beneficiaries can be designated by category. Future beneficiaries can also be designated 
provided that they come into existence during the life of the trust.

The trust deed may indicate that the administration of the trust is subject to a  f o r e i g n 
law.

The trust deed may provide that controversies arising from the interpretation of trust clauses 
or the administration and/or distribution of the assets are decided by a foreign court or 
arbitrators in a foreign country.

The law allows the trust jurisdiction or assets to be transferred to another country if so 
authorized by the trust deed.

The settlor, trustee or beneficiary may be corporations or other entities; this makes the 
handling of the trusts much more flexible.

Private Foundations

Private Foundations, regulated in Panama by Law N°25 of 12th June 1995 and Executive 
Decree N° 417 of 5 of August 1995, provide a flexible vehicle for asset protection and estate 
planning.

The following are a few of the most salient features of the private foundations:

•
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Foundations may be formed by one or more natural or juridical persons either personally or 
through third parties.  Thus, the foundation can be formed by a “Fiduciary Founder”.

The Foundation becomes a legal entity once the Foundation Charter has been recorded at 
the Public Registry.

The Foundation Charter can be drafted in any language that uses the Latin alphabet.

Private foundations are prohibited by law to have profit oriented goals. Nevertheless, they 
may engage in commercial transactions on a non-regular basis, provided that all income 
derived therefrom is used exclusively for the non-commercial purposes of the Foundation.

The Foundation is irrevocable, unless otherwise is provided in the Foundation Charter.  The 
Founder can reserve the right to modify the foundation Charter and the Regulations.

As stated in the Foundation Charter or the Regulations, assets must be endowed for a 
specific purpose.

The Foundation Charter must contain general information such as a distinct name, it’s 
object, the initial patrimony, the name and address of the Foundation Council members, it’s 
domicile, duration, resident agent, how to appoint the beneficiaries, how the assets will be 
distributed, etc.

Members of the Foundation Council, public servants or private sector employees must keep 
their knowledge of the activities, transactions or operations of the foundation confidential. 
Infringement of the confidentiality duty can result in penalties of USD 50,000 and six months 
imprisonment.

The administrative body of the foundation is the Foundation Council; its powers can be 
established by the founder in the Foundation Charter and the Regulations.

The foundation can be created by means of a public or private document. Even foundations 
with mortis causa effect can be created by private document without being subject to the 
formalities of a will.

For all legal purposes, the assets of the foundation constitute an estate separate from the 
founder’s assets. Therefore, they may not be seized, attached or subject to any precautionary 
measures; except for obligations of the foundation itself or legitimate rights of the 
foundation’s beneficiaries. In any case, such assets will not respond to personal obligations 
of the founder or the beneficiaries.

All non-Panamanian source assets and the income derived overseas are tax-exempt.

The Regulations of the foundation, a private document (not subject to being recorded in the 
Public Registry), normally contains an inventory of the assets, management and distribution 
guidelines, as well as the names of the beneficiaries, the Protector, etc.

A foreign foundation may be domiciled in Panama and Panamanian foundations may also 
transfer their jurisdiction or assets to another country, if so provided in the Foundation 
Charter or its Regulations.
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Local Finance Companies

The Ministry of Commerce and Industry authorizes the operation of finance companies 
which must obtain a Commercial License and must have a minimum paid-in capital of USD 
500,000.

Finance companies, although small, are part of Panama’s Financial Centre and contribute to 
the economic development of the country by providing financial resources to individuals 
and small companies. These types of companies are authorized to lend funds but may not 
accept deposits.

Financial Leasing Activities

Financial leasing activities are conducted by licensed banks or companies authorized by the 
Superintendence of Banks. Some of the benefits granted to these activities are:

Deductibility of expenses inherent to the leasing contract such as insurance premiums.

For vessels registered in Panama and engaged in international trade, the income from the 
lease will not be considered as taxable income in the Republic of Panama.

The value of the lease will be considered as deductible expense for the lessee as long as he 
utilizes the leased asset in the production or maintenance of the source of his taxable 
income.

Because this type of contract is considered a financial contract, the amounts paid by the 
lessee are not subject to sale taxes.

The lessor must habitually engage in leasing contracts and be the owner of the leased 
goods. International leasing contracts are also granting additional incentives such as 
exemption from income taxes, stamp and sales taxes. For depreciation purposes, the lessee 
can be considered as owner of the equipment so that both the lessor and the lessee can be 
considered simultaneously to depreciate the equipment. Parties can also agree upon the 
transformation of a local contract into an international contract or vice versa.

Insurance Companies

The insurance industry in Panama is regulated by Law N° 12 of 2012 and covers all standard 
insurance risks. Insurance companies operating in Panama must be licensed by the 
Superintendence of Insurance and Reinsurance which is the regulatory and supervising 
entity.

Insurance companies are subject to annual flat-tax rates depending on the amount of their 
total assets on 31st December of each calendar year.

All insurance companies must have an assigned or paid in capital of USD 5 million. 
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Reinsurance Companies

Law N° 63 of 1996 regulates reinsurance operations in Panama and creates the National 
Reinsurance Commission empowered to oversee the reinsurance industry and to guarantee 
high professional standards.

Capital requirements: General and international reinsurance companies are required to 
have an assigned or paid-in capital of USD 1 million.

Reinsurance administrator companies are required to have a minimum paid-in capital of 
USD 500,000. Reinsurance broker companies are required to have a minimum paid-in capital 
of USD 100,000.

Captive Insurance Companies

Captive insurance companies are regulated in Panama by Law N° 60 of 1996. To engage in 
the captive insurance business, the company must have an office in Panama dedicated 
exclusively to the insurance or reinsurance of particular or specific offshore risks.

There are two types of risks:

Long-term Risks: They include insurance or reinsurance of individual, collective or group 
life including hospitalization, pensions or life annuities.
General Risks: General Risks include insurance or reinsurance of all risks not classified as 
long-term risks.

All captive insurance companies engaged in long-term risks must have a paid-in capital of 
USD 250,000; those companies engaged in general risks must have a paid-in capital of USD 
150,000.

Under the provisions of Law N° 60, premiums originating from captive insurance activities 
are exempt from specific insurance taxes. The profits derived from are exempt from income 
tax.

 
Accounting and Auditing Requirements 

The following records are required for corporations operating in Panama: General Journal, 
General Ledger, Minute Book and Stock Register. When a mechanized accounting system is 
used, a specific authorization is required.

Legal accounting records, documents and correspondence must be kept in Panama if the 
company performs local taxable operations. Such records must be up to date and ready for 
inspection by the tax authorities. If the company exclusively performs off- shore operations, 
the legal accounting records, documents and correspondence may be maintained abroad.

There are statutory auditing requirements in Panama for banks, trust companies, insurances 
and reinsurance companies, for companies registered with the National Securities 
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Commission and for companies operating in Free Trade Zone. The financial statements of 
them must be certified annually by independent auditors.

For all companies operating in the Republic of Panama with income in excess of USD 50,000 
or capital in excess of USD 100,000 local tax regulations require taxpayers to place financial 
statements at the disposal of the Revenue Office. These statements have to be attested by 
certified public accountants according to generally accepted Panamanian auditing 
standards.

The International Financial Reporting Standards (IFRS) were approved in February 2005 by 
the Legislative Assembly and are compulsory in Panama. Certain regulating operations such 
as in banks have the option to use either the IFRS or US General Accepted Accounting 
Procedures.
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Taxation



Fiscal Year
The tax year is normally the calendar year that begins on 1st January and ends on 31st 
December. However, the tax authorities can approve a different period that may begin in 
any month of the year and end 12 months later.

Any person, individual or legal entity liable to pay taxes for himself or on account of others 
must file a tax return on or before 31th  March of each year or 90 days after closing its fiscal 
period if it does not coincide with the calendar year. Prior to the expiration of the term for 
filing the tax returns, taxpayers may request the tax authority for an extension of up to two 
months to file their tax return; then, it must pay the income tax it estimates will be resulting. 
The taxpayer must pay the corresponding interest and surcharges if there is a balance due 
at the moment of filing the tax return. The return must include an affidavit of income earned 
during the preceding taxable year, dividends or earnings that were distributed to 
shareholders or partners and interests paid to creditors.

General Structure and Basic Principles in 
Levying Income Taxes
Any person, individual or legal entity liable to pay taxes for himself or on account of others 
must file a tax return on or before 31th  March of each year or 90 days after closing its fiscal 
period if it does not coincide with the calendar year. Prior to the expiration of the term for 
filing the tax returns, taxpayers may request the tax authority for an extension of up to two 
months to file their tax return; then, it must pay the income tax it estimates will be resulting. 
The taxpayer must pay the corresponding interest and surcharges if there is a balance due 
at the moment of filing the tax return. The return must include an affidavit of income earned 
during the preceding taxable year, dividends or earnings that were distributed to 
shareholders or partners and interests paid to creditors.

Tax returns must be prepared using the statutory forms provided by the income tax 
authorities. Failure to secure such a form on time does not release the taxpayer from the 
obligation to present a return. Tax returns can be prepared and filed electronically with 
special software provided by the tax authority or via internet.

The Panamanian Fiscal Code defines a taxpayer as any person or legal entity or partnership, 
(national or foreign) receiving taxable income. According to the code, any income that is 
produced from any source within the territory of the Republic of Panama is subject to 
income tax regardless of the place where it is received.

Law N° 8 of 5th march 2005 states that juridical persons to pay an income tax at a 25% rate 
over whichever amount are the greater of:

Traditional method: The net taxable income results after deducting from the taxable income 
the following concepts:

 › Exempted income
 › Total of deductible costs

•
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 › Total of deductible expenses
 › Incentives

Alternative calculation of income tax (ACIT): The taxable income results from:

 › Total of taxable income
 › Minus 95.33% of the taxable income

Exclusively for income tax purposes, income derived from the following activities is not 
considered as being produced within Panama:

Re-invoicing, from an office established in Panama, merchandise that arrives at national 
ports or airports in transit to another destination. Provided that the transaction is perfected 
abroad, this income is considered as being of foreign source. This merchandise must remain 
under the official custody of customs authorities to ensure that it is not illegally imported 
into the fiscal territory of Panama.

Invoicing merchandise or products for sums exceeding the amount charged to the 
company located in Panama as long as the merchandise or products sold are handled 
exclusively abroad.

Managing operations from an office established in Panama that are formalized, completed 
or that take effect abroad.

Dividends or profit-sharing earnings received from corporations if they are derived from 
income not produced within the territory of the Republic of Panama.

Corporate Taxation Tax Rates for Corporations

Loss Carried Forward

Net operating losses for a given fiscal year can be carried forward to each of the next five 
taxable years deducting a maximum of 20% of the loss per year. The deduction cannot 
reduce the net taxable income for that year by more than 50%. Portions not deducted in the 
corresponding year cannot be carried forward to subsequent years nor shall they be subject 
to refund. Any compensation received for the losses (i.e. from insurance) must be deducted 
from the loss originally declared and the taxpayer must present a corrected tax return to 
make the necessary adjustments. The right to carry over is non-transferable among 
taxpayers even in cases of acquisitions and mergers.

Deductible Expenses

Deductible expenses are disbursements incurred in the production of taxable income or in 
the maintenance of its source. The expenses incurred must be related to Panamanian 
income sources. Consequently, expenses incurred to produce foreign source or tax exempt 
income are non-deductible. If the proportion that actually corresponds to each kind of 
income cannot be determined, the expenses incurred to obtain both taxable and 
nontaxable income must be allocated in proportion to the ratio of taxable and nontaxable 
income.
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All expenses or disbursements must be supported by proper documentation in order to be 
deductible.

Deductibility of expenses originated between a Corporation and its subsidiaries and affiliates 
or its directors, officers, executives and shareholders; or their relatives within the fourth 
degree and in-laws within the second degree are restricted if both parties do not use the 
same accounting system being then only deductible in the taxable year in which the 
expenses are actually paid.

Capital Gains

The sale of bonds, stocks, participation quotas and other securities and chattels of 
corporations is taxed as follows: profit from the sale of such negotiable documents and 
personal property shall be subject to income tax at a flat rate of 10%. There is an option to 
pay only 5% of income tax.

The exemption over the profit or deductibility of losses incurred in the purchase of bonds, 
stock and other securities in a public bid was abolished.

Special Tax Rates and Regulations 

Branches of Foreign Corporations

For tax purposes, branches of foreign corporations established in the Republic of Panama 
must keep their accounting records for Panamanian operations separate from the records of 
the head office or other branches. Foreign Corporation branches must withhold 10% of their 
total net income after taxes as dividend tax. This withholding is paid along with the annual 
income tax return. Other than that, there are no special rules for taxing branches of foreign 
corporations and all general rules apply to them.

Artistic Groups, Musicians, Athletes

The total revenue received by artistic groups, musicians, singers, athletes and other 
professionals coming to the country is taxed at a 15% rate; additionally, there has to be paid 
the national education contribution of 2.75%.

Foreigners remaining in Panama for 180 days per year or more either in a continuous or 
alternate form is considered as residents for income tax purposes. Independent from their 
immigration status they are subject to the payment of income taxes.

Interests, Commissions and Other Charges on Foreign Financing

Interests, commissions and other financial charges credited or remitted abroad pay income 
taxes at a 30% rate over 50% of the total amount remitted. This sum is withheld by the 
natural person or legal entity which makes the payment from the total amount paid to the 
foreign creditor.
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Free Zone Companies

Companies operating in the Free Zone must keep separate accounting systems to carry on 
their local and foreign operations. Foreign operations are defined as those where the sale is 
made from the Free Zone to an international market. Local operations are those in which the 
sale’s final destination is the Republic of Panama including ships transiting the Panama Canal 
and transit passengers using the Panamanian airports. Income derived from local sales is not 
subject to any special treatment; however, gains derived from operations abroad are income 
tax exempt.

Personal Taxation

Taxable income for individuals is determined by the same general rules applicable to 
corporations.

Tax Rates for individuals
According to Article 700 of the Fiscal Code, the tax rates for individuals are as follows:

Taxable income   Tax will be

Up to USD 11,000   0
USD 11,001 to 50,000   15% over the excess of USD 11,001 up to 50,000
USD over 50,001    25% over of the excess of USD 50.001
 
The first USD 11,000 of net taxable income is exempt from income taxes. Incomes of over 
USD 11,001 are taxed at progressive rates on the total net income.

Deductions

Taxpayers are entitled to the following deductions from their taxable income:

Each single person USD 800 per year.
Each married couple filing jointly USD 1,600 per year.
USD 250 for each of the taxpayer’s dependents, as legally defined.
All medical expenses incurred in Panama if duly substantiated such as insurance premiums 
and the sums paid for hospital and medical expenses not covered by insurance.
Interest paid on mortgage loans for acquiring, constructing or improving the principal 
dwelling of the taxpayer in the Republic of Panama up to a maximum of USD 15,000 per 
year.
Interest on loans for the education of the taxpayer or his dependents within the Republic of 
Panama.
Educational taxes paid or withheld.
Donations to approved institutions up to a maximum of USD 50,000 per year.
Dues paid to nonprofit organizations, associations or societies.

Non-Deductible Expenses

The following items are not considered expenses or disbursements incurred in the
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Production or source of income and therefore are nondeductible:

The taxpayer’s personal expenses and those of his dependents.
Expenses incurred in construction projects or leasehold improvements to increase the value 
of any personal property or real estate whenever such construction projects or leasehold are 
subject to depreciation or amortization.
Previous Year expenses.
Amounts paid on account of holiday trips, parties, entertainment and donations (except for 
advertising).
Expenses incurred by local motion picture distribution companies in relation with the 
motion picture production companies.
Any other expenses if their deductibility cannot be substantiated satisfactorily when 
requested by the Directorate General of Revenues.

Non-Residents Working Temporarily in Panama

Non-residents staying and working in Panama for 180 days or more within a fiscal year are 
considered residents for income tax purposes. Regardless of their migratory condition, they 
are subject to the income tax payment.

If the person stays less than 180 days within the calendar year, a fixed tax charge of 15% 
would be applied plus the national education contribution of 2.75%.

Foreign Personnel with Special Temporary Visitor’s Visa

According to Article 5 of Law Decree N°143 of l 13th November 2005, the income produced 
by foreigners with a special temporary visitor’s visa is not taxable in Panama under the 
following conditions:

They are hired by Panamanian companies and reside in Panama to perform these 
operations.
They receive remunerations directly from their head office domiciled abroad.

Other Taxes

Withholding Tax

If a withholding agent does not withhold taxes or does not remit the amounts withheld to 
the National Treasury, it cannot claim as deductible the payments that generated the 
obligation to withhold, except for payments made during the same fiscal period.

Income taxes must be withheld from dividends distributed and from payments to 
non-Residents in accordance with the following rules:

Remittances abroad: For services and acts to the benefit of natural or juridical persons 
established in the national territory, a 30% tax is levied continuously or alternating over 50% 
of any amounts sent to natural or juridical persons located abroad. For financing or loan 
interests or fees to creditor’s abroad withholdings apply over 50% of the remittance. 
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Exceptions: Excluded are natural or juridical persons operating outside the national territory, 
that are required to pay taxes for income generated and declared in the Republic of Panama. 
Excluded as well are the expenses that head offices allocate to their affiliates or subsidiaries 
in Panama.

Dividend withholdings: Every company distributing taxable dividends must pay the taxes 
withheld to the National Treasury within ten days following the withholding. The dividend 
tax is 10% for distributions to shareholders owning nominative shares and 20% for 
distributions to shareholders owning shares issued in bearer form. 

Withholding taxes for non-residents: At the time of paying or crediting such sums, every 
company remitting payments or credits for the account of persons or companies abroad 
must withhold the corresponding taxes. To estimate withholdings all remittances previously 
made during the same year must be considered in a cumulative manner within the fiscal 
year.
Withholdings calculations are based on the following schema:

50% of remittance, commissions, and other financing facilities at a rate of 30%.
50% of remittance over professional services at a rate of 30%.
50% of remittances over rent, royalties, annuities and other cases not provided by law or 
regulations at a rate of 30%.
Total remittance over international transport based on the kilometers or miles within the 
Panamanian jurisdiction at a rate of 3%.
Total sum paid or credited to foreign motion picture producers at a rate of 6%.
Total sums paid to musician and artistic groups, athletes and other professionals coming 
into the country at a rate of 15%.

To calculate the withholdings, all remittances made during the same year should be 
considered cumulative during the fiscal year.

Sales Taxes

All transactions involving the transfer of tangible personal property (commodities and 
Products in Panama are subject to sales tax (I.T.B.M.S.). Such transactions include:

The sale or contract implying the exchange of ownership.
The importation of tangible goods or merchandise used for the transformation, 
improvement or production of other goods.
The services involving the transformation of raw materials into finished or semi- finished 
goods.
The leasing of tangible property.

Sellers, including state-owned industrial and commercial enterprises, are responsible for the 
collection and payment of this tax, which must be paid either monthly or quarterly 
depending on the gross monthly income of the seller. Penalties as well as interests are 
assessed for late payments.

Sales are taxed at a rate of 5% of the sale value of the personal property or commodities. 
Exceptions are import, wholesale and retail sale of alcoholic beverages and cigarettes for 
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which the tax rate is 10% (alcohol) respectively 15% (cigarettes). Exemptions from the sales 
tax are available and include the import and sale of food, medical and pharmaceutical 
products and the export or re-export of goods.

For all practical purposes, the sales tax works as Value Added Tax (VAT) applicable to every 
transfer of a product until it reaches its final destination. The tax base is the price of the 
product including the value of any accessory service furnished along with the merchandise 
such as transportation, freight and interests for financing. However, the seller will deduct the 
previously paid sales tax from the received tax remitting to the National Treasury only that 
portion of the tax sum that corresponds to the value added to the product. This sales tax 
may be considered a tax levied on consumption since it is the consumer who finally 
assumes its total impact.

Business Tax

All individuals or firms engaging in commercial or manufacturing activities (except for those 
operating in the Colon Free Zone) are required to have a business license and pay an annual 
tax based on the total owner equity or net worth of the firm. The tax known as license tax is 
equivalent to 2% of the total capital and retained earnings as shown on the latest balance 
sheet submitted to the tax authorities. It ranges from a minimum tax of US 100 up to a 
maximum of USD 40,000.

Real Estate Taxes
   
All improvements on land and real estate located in Panama are subject to real estate taxes. 
Real estate is appraised by a department of the Ministry of Economy and Finance. The 
taxable base depends on the total value of the land plus all improvements. Real estate 
transactions at prices above the appraisal value automatically increase the value of such 
properties for tax purposes. According to special incentive tax laws, certain properties and 
improvements on them are exempt or can obtain exemption from real estate taxes. Real 
estate with assessed values of less than USD 30,000 is exempt from taxes. For collection 
purposes, real estate taxes create a lien which has priority over all other encumbrances on 
the property. Taxes can be paid in three installments with the following due dates: 30th April, 
31th August and 31th December. A tax clearance certificate must be obtained before any 
real estate transaction can be completed.

Tax rates are progressive as follows:

An alternate combined progressive rate of the real estate tax is established.

From
Column 1

USD
0

30,000
50,000
75,000

To
Column 2

USD
30,000
50,000
75,000
and up

Tax on
Column 1

USD
0

350.00
487.50
837.50

% over excess
Column 2
Percent

0
1.75
1.95
2.10

Taxable Income

71Doing Business in Panama



The tax rate decreases according to the following progressive table:
0.7% over the excess of USD 30,000 up to USD 50,000
0.9% over the excess of USD 50,000 up to USD 75,000
1% over the excess of USD 75,000

Requirements to apply the new rate:
File a sworn statement with an estimated value of the property duly signed by the property 
appraiser. The General Land Register Office may accept or reject this value. The registered 
value may not be changed at the General Land Register Office for the following five years.
Be up to date in the payment of this tax.

Tax on Transfer of Real Estate

Over the transfer of real estate, whether through purchase, barter, donation, payment or any 
other agreement for the transfer of title over real estate, a 2% transfer tax is established.

The taxable base of this tax shall be the higher of the following values, namely:

The value fixed in the transfer deed
The recorded value of the property on the date it is acquired by the transferee, plus the value 
of improvements made, plus an amount equal to 5% of the recorded value and the 
improvements for each calendar year.

Capital Gain on Transfer of Real Estate

For the purpose of computing the income tax in cases where there is a gain over the transfer 
of real estate, the taxable income shall be the difference between the real value of the 
transfer and the amount of the property’s basic cost, the amount of improvements made 
and expenses that are necessary to execute the transaction.

The applicable tax rate on the gain is 10% and has to be paid before the registration of the 
relevant public deed at the Public Registry of Panama.

If the purchase and sale of real estate is part of a taxpayer’s ordinary business the tax to be 
paid shall be calculated on the basis of the rates established in articles 699 or 700 of the Fiscal 
Code.

Stamp Duty

Commercial papers and documents such as contracts, bills, notes and checks must have 
fiscal stamps attached or their equivalent.

The amount of stamps or equivalents depends on the value of the document and on 
whether the document is a check, receipt, negotiable instrument, landing permit, bill of 
lading or any other. Contracts and bills must be stamped at a rate of 10 cents for each USD 
100 of the valué stated in the document. Stamps range in value from USD 0.01 to US 20.00. 
Stamps can be purchased as stamps or imprinted on the document by means of a postal 
meter. Taxpayers can also pay this tax every month, trimester or semester by filling out a 
form and submitting it together with the payment to the tax authority.
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Import Duties

All imports are subject to import duties unless specifically excluded by law. Import duties 
must be paid within three working days from the day the import documents are presented 
to the custom authorities. Rates vary according to the local availability of items and the type 
of goods.

Export Duties

Exports are not subject to taxes except for:
Silver, gold and platinum
Iron, copper, bronze and metal scraps
Woods.
Raw sugar

The export of products subject to the payment of export taxes requires an export license 
issued by the Ministry of Commerce and Industries.

Municipal Taxes

Most commercial and industrial activities are subject to municipal taxes. Taxes range from 
USD 20 to USD 1000 per month depending on the activity and the amount of sales of the 
business. The town council of Panama City has its own clearance certificate. It costs USD 1 
and is required for the following purposes:

Entering into contracts with the local government
Obtaining a new automobile license plate each year
Receiving a license or permit to operate profit-oriented businesses within the city.
 
Other Taxes

There are other taxes and rights in Panama such as the following ones:

Tax on hotel invoices
Non-governmental taxes on games of chance
Airfare taxes

Tax Clear Certi�cate

An income tax clearance certificate indicates that the taxpayer has paid all income tax 
obligations to the government. It is required for the following operations:

For payments made by the National and Municipal Treasuries and other public treasuries 
except for those corresponding to wages, salaries and/or remunerations for working 
services.
To obtain commercial vehicle license plates.
For selling airplane tickets and exit permits to travel abroad to persons residing within the 
national territory, except for:
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Diplomats and Consuls accredited in Panama. Diplomats only need show their passports 
endorsed by national authorities. The consuls must accredit the exemption through a 
certificate issued by the Ministry of Foreign Affairs.
Children under 18
Students with visa or student’s passports
Panamanians and foreigners with permanent residence in the national territory
Foreigners with a valid tourist visa
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