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Abstract
Panama City is the vibrant heart of the Latin America. This cosmopolitan, business-oriented city
is your best hub to LATAM.
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DOING BUSINESS IN PANAMA

Greetings

HE Adis Urieta Vega, Ambassador of Panama to Israel

If you are an investor, businessman, businesswoman or entrepreneur and
have come across this guide on how to do business in Panama, it is because
you have already known and heard that our country is an excellent place to
do business.

The testimonials will tell you that it is not complicated but there are details that you should know,
such as that the investments must be made in US dollars and that with the assistance of a lawyer
and accountant, you will prepare the documentation for the Public Registry of Panama.

That is why we are happy and excited about this guide for Israelis. We frequently organize forums
in which we promote Panama for Israeli business people and entrepreneurs, we talk about the
advantages of our country as a commercial center of the Americas and a commercial bridge for
the world. It is important to remember in what area your business will be focused, since it is
necessary to know the laws and requirements, which in many cases are not complicated but differ
from one sector to another.

The companies that you can set up can be limited companies, corporations, foundations, trusts,
individual property etc. and they will be in a country which has the only interoceanic canal in the
world; a huge international banking center; it is the flight center of the continent; has powerful
ports and several specialized tax-free zones by sector, including Colon, one of the largest in the
world.

Congratulations and grateful to the creators of this guide, and | hope those who require it see you
soon in Panama.
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HE Leo Vinovezky, Director, Israeli Ministry of Foreign Affairs

Shalom!

First of all, congratulations to ILCC for the idea of gathering together thru
this guide. Business promote friendship and connect peoples and cultures.
Beyond that, it helps economies to grow in a robust way for the benefit of
their citizens.

Business and commerce play an increasingly important role as links

between the private sectors and the governments throughout both countries and their regions.
These all put together, bring political ties closer and stronger. In other words, from our perspective,
we believe in Economic Diplomacy and try to do our best.

Panama is known as the Hub of the Americas, being one of the world's most connected countries
and having the Panama Canal with ports on both oceans. Panama's economy, low inflation and
zero foreign exchange risk, make the country an attractive place for investment by any company
from any country. Panama has a mixed economic system which includes a variety of private
freedom, combined with centralized economic planning and government regulation.

Israel as the Start Up Nation, is a land of technological, scientific innovation and opportunities in
every single field: cyber, agriculture, food tech, water, logistics, you name it. Enshrined into its
legislation through laws designed to encourage economic growth, the State of Israel seeks to offer
maximally supportive conditions for companies seeking to invest in Israel. Among the numerous
incentives are conditional grants, reduced tax rates, tax exemption and other tax-related benefits
under the Law for the Encouragement of Capital Investments and the Law for the Encouragement
of Industrial R&D.

Coming back to this guide, it can help discover export opportunities and identify local distributors
and representatives in Panama, but also to contact authorities to learn how regulations and
incentives for investments look and so on.

As you may remember, few years ago, The Government of the State of Israel and the Government
of the Republic of Panama resolved to conclude a Free Trade Agreement, as an expression of the
special bonds of friendship and cooperation between them, reducing then the obstacles to their
bilateral trade.

To conclude, | would like to thank for this opportunity to address the friends of Panama in Israel
and the friends of Israel in Panama.
We at MFA, are here to assist.

Leo Vinovezky

Director of Department for Africa, Latin America & the Caribbean
Economic Division

Ministry of Foreign Affairs-Jerusalem
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Mr. Zvi Lobl, Founder of the Israel LATAM Corporate Center

Panama is a special and unique country located in the heart of Central America
with a special role in the vibrant and dynamic Latin America Economy.

The Latin America economy is quite impressive and important, with a
population of more than 600 million.

Panama has many advantages and unique characteristics, | want to mention just a few of them, like
the geographic location with excellent connections, both aerial and maritime, the currency is stable
and pair to the US Dollar, many free zones for different purposes and diverse services for
companies and persons.

Israel is also a special and unique country, with amazing achieving in many sectors with
developments that surprise everyone with more and more innovations in technology, science and
many others fields. Israel is like David Ben Gurion said: "In Israel if you want to be realistic, you
should believe in miracles™

Today Israel and the great skill of their companies can have in Panama unlimited opportunities for
business in Panama and from Panama as an access door to the Latin America economy.

Panama and Israel signed a Free Trade Agreement that start in 2020 and more recently, in April
2023 other new agreements for agriculture and environment.

We can say that Israel has in Panama, the best friend that could wish in order to get into the regional
market and Panama has in Israel the best friend for the cooperation and participation in the new
Middle East that is changing every day in front of our eyes.

Israel LATAM Corporate Center offer an integral solution for all Israelis companies and starts ups
that require to be closer to this market. The secret for success in this market is to be "GLOCAL",
Global with Local Presence with a convenient
cost benefits scheme.

Our Vision in ISRAEL LATAM CORPORATE
CENTER is not for make history, is to build the
future together now.

Zvi Lobl
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Mr. Gabriel Hayon, Chairman of the Diplomatic Institute

When we sat down to write this guide, we saw before our eyes the Israeli
exporter struggling to understand the rules of the game in a foreign
language, new set of rules, regulations, culture and behavioral codes
different from the Western world.

Therefore, we decided to facilitate, in an easy and fluid language, the important information for a
businesswoman or a businessman trying to penetrate the continent.

Panama is a bridge:

« Maritime: with the Panama Canal that transfers more than 30% of the continent’s goods
between the Pacific and Atlantic oceans.

» Air: hundreds of flights to all parts of the continent and convenient connections to Europe,
the USA and Canada

« Communication: most of the communication cables and fiber-optics pass through
Panama.

* Cultural: As a cosmopolitan country with developed banking, shipping and law, you can
get by in Panama.

» Services: the country has modern medicine, education, culture, transportation and
communication

In addition to the comfort that Panama offers, the Israel LATAM Business Center provides an
additional layer of comfort:

The ILCC is located in a magnificent office building in the heart of the commercial district of
Panama City, right in front of the Israeli Embassy, it is equipped with Hebrew, English and Spanish
speaking staff, an Israeli security company and a deep understanding of your needs.

For medium and small companies, the center can be an ideal solution as a front office, a convenient
meeting point for access from the whole continent and in a friendly business atmosphere, setting
up a showroom and even virtual companies.

You are welcome to contact me directly and | will be happy to assist you in planning your presence
in Latin America.

Page | 5



DOING BUSINESS IN PANAMA

VI WA PAWRT RIT DR PATY 70345 MORIWT IRIZT DR 1Y TAI? KT, AT YT DR 21097 1awwd
S22V QRWAR QO 2 MIATINT TP MI270 L0190 00990 novn LT 7w

W% MR 70100 2P0V WOR IR NWR N2V WA VTR0 DR DAIPY 9P 70w WA 100,100

WA RO RID

W27 5w MInonn 30%-1 N1 SuIP0RY LUPWT DIPINT 1°2 77°2YNT 7210 NOYA OV 1wy °
77177 270K ,A91KRY 2 22T DWW PP 707 NIDTD NIND (NN °

.TA1D 777 ©°12W OVDINT 2°2°07) NWRNT 0720 21 nMwen o

17192 77N0AY 071,207 VOWNI MIDD ,NIXPIA OV N°U 219101 71972 :3Maan o
D177 DWPM 771200 ,N1200 ,TI00 ,ARIDT A1TR R o

SN2 WA 2w A0 7210 1M B"OAR DRIW POV 1DWAN YO AnI1sw mimib Aol

XN KITLIRIWY MR DM wan U0 01D S nonT ¥ 292 IR11 207w 10122 opn ILCC-n
099w D% YW APMY 713 NPYRIWS 7MW NN2R ,NPTI001 NPRAIR ,NMaY 9217 NNXa

NW2°7 900 AWON? AMI WA NTIP1 MR TIWND IRTR NS N1AY 2127 1577 ,MI0RY NI MI2R M2y
DTRRIVI NIN2M 129K XN 27N MRS L NMTT NPPOY 777K

V9T APPINRA NN NARNTA D37 Y207 AWK MW WP DR X% 0°110 ok

Page | 6



DOING BUSINESS IN PANAMA

Introduction
Panama, with its centrality within the geographic landscape of Latin America and immense trade
routes- both aerial and sea- is the perfect location to expand and penetrate new markets.

As a country with a stable branch democratic government, a multitude of trade agreements, and
stabilized Dollar, Panama is a country with immense opportunities. Within the region, it is one of
the most stable and growing countries with the highest GDP per capita. Along with the perfect
geographical location, both in trade, travel, and weather, Panama is the country to grow your
business.

The Israel Latin America Corporate Center (ILCC) allows for the perfect introduction to this new
market. The ILCC offers modern offices located in the heart of Panama City, connectivity, and
business services in an attractive cosmopolitan location. ILCC also offers physical or virtual
showrooms, a trilingual team, 24/8 security, and proximity to the Israeli Embassy. With direct
flights to around 100 cities across the Continent, not only is the ILCC the perfect center, but
Panama is the perfect city.

The Diplomatic Institute, headed by Gabriel Hayon, launched the Israel LATAM Corporate
Center (ILCC) in Tel Aviv, with the presence of HE Ms. Adis Urieta, Ambassador of Panama to
Israel, and HE Ambassador Leo Vinovezky, the newly appointed manager of Africa, Latin
America, and the Caribbean Department of the Economic Diplomacy Division at the Israel
Ministry of Foreign Affairs.

Zvi Lobl, the Founder of the ILCC, explained to the participants the multiple advantages and
support the ILCC has both in Israel and Panama.

EoN

S,
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DOING BUSINESS IN PANAMA

Executive Summary

This guide will allow for an overview of Panama and a brief touch on the ILCC for an initial
understanding of the country and market.

Starting with “Why Panama” this guide allows for an inside look into the stable and ever-growing
country that is Panama. Perfect weather, stable government/dollar, trade agreements, and
geographical location allows for business to grow in a new Latin American market.

An overview will be given on key insight into how to conduct business in Panama including the
government policies and regulations, how to establish a business/branch, the banking system, and
tax system.

Panama, being part of multiple Free Trade Agreements, is a Latin American leader in trading
across borders. Israel and Panama’s Free Trade Agreement through the Double Taxation
Avoidance Convention allows for bilateral trade between the two countries.

Panama's Fiscal Incentives include free trade zones and appealing taxes for foreign investors.
The Israel Latam Corporate Center — ILCC gives space for Israeli companies that want to come to

the Latin American market. Through in-person and virtual office spaces as well as a variety of
services, the ILCC allows for a smooth integration to Panama and Latin America as a whole.
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Executive Summary in Hebrew
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DOING BUSINESS IN PANAMA

Why Panama?

Panama is located in a perfect geographical location with the Caribbean on the East and the Pacific
Ocean on the West. With the county being extremely narrow, the Panama Canal was built allowing
for a major connection between the two bodies of water. Spamming 80 Kilometers and with a
travel time of around 8-10 hours, the Panama Canal is an immense and strategic trade route. The
country is also centrally located in terms of land, allowing for direct flights to around 100 cities
across the contact and many flights out of the continent.

The only port with terminals
_ in two oceans

" It's All About Connectivity

The main crops of the country include rice, corn, beans, liana, and sugar cane. With both the
Caribbean and Pacific bordering the country, the weather and agriculture vary. Large extensions
of jungle are present near the Caribbean and forests are present by the Pacific. Panama’s climate
year-round is ideal and known for its tropical weather. For most of the country, temperatures span
from 27C — 29C allowing for comfortability at all times.

Panama’s economy has been one of the highest growing in the world. Between 2004 and 2018, the
country had an annual growth rate of 7.0% compared to the average of 3.3% of Latin America. As
aresult of the intense growth rate, Panama has the highest gross domestic product (GDP) per capita
in the region.

The Panamanian government is a democratic system
based on three separate bodies: the Executive, the
Judiciary, and the Legislative.

The Executive Branch, led by the Head of State (known
as the President of the Republic), is elected by popular
vote every 5 years with the Constitution not allowing for
consecutive re-elections.

The legislative branch (known as the National Assembly)
is composed of 71 deputies elected by popular vote.
Exceptionally, the Legislative Body may be made up of
several more deputies, coming from those political parties
that having obtained a minimum of 5% of the votes have
not obtained any representative.
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DOING BUSINESS IN PANAMA

The Judiciary branch (known as the Supreme Court of Justice) is divided into 4 chambers. The
Magistrates of the Supreme Court of Justice are appointed by the Cabinet Council, subject to

confirmation by the Legislative Assembly for 10 years.
Ty

The Republic of Panama is politically divided into 10
provinces, 79 districts, 679
corregimientos and 4 indigenous regions.

The Ministry of Commerce and Industry (MICI) is the body in
charge of developing and executing government policy in
matters of industry, trade, and use of resources natural
resources, in addition to foreign trade. MICI is divided into two
vice ministries: Domestic Trade and Industries which are in
charge of planning, organizing, coordinating, directing, and
control of the activities of commerce, mines, and industry; and
Foreign Trade which directs the policy of foreign trade,
negotiations and services to the exporter.

At the regional level, Panama is a member of the Central
American Integration System (SICA) and part of the Central :
American Parliament (PARLACEN).

At the international level, it is a member of the UN since its foundation and currently belongs to
most of the agencies attached to the United Nations. Panama is a non-permanent member of the
Nations Security Council. Panama is also a founding member of the Community of Latin
American States and the Caribbean (CELAC since 2010). In the economic and commercial field,
Panama joined the WTO in 1997 and has a large number of Free Trade Agreements (FTAS): United
States, European Union, Canada, Chile, Central America (Costa Rica, El Salvador, Guatemala,
Honduras, Nicaragua), Mexico, Peru, Singapore, Taiwan, South Korea, and Israel, the last two
signed in 2020.

Source: Guia de Pais Panama
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DOING BUSINESS IN PANAMA

How to do Business in Panama

Overview

The Panamanian Government has the long-term goal of making Panama the center of Latin
American trade and business for foreign investors. The Strategic Plan 2009-2014 understood the
opportunity for Panama and created key attractions for foreign investors in multiple areas including
fruit exporters, hotels, and logistics service providers. The Panamanian currency is the dollar
therefore no control authority is in place leading to a stabilized currency. The transfer of funds to
the country is non-taxable and there is no registration requirement for capital leading to an easier
business establishment.

Panama has centralized their foreign business investors through PRIONVEX a “sole office” where
any investor regardless of nationality can obtain all necessary information to establish themselves
in Panama. To diminish foreign competition Panama has established special rates on some
products.

In order to prevent money laundering or bank problems the government has instituted the Basel Il
recommendations leading to transparency within the banking system.

Restrictions still exist however for foreign investors such as retail business being solely for
Panamanian citizens.
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Establishing a Business
Five forms of legal entities are recognized by Panamanian Law.
1. Corporations of Stock Company — Sociedad Anénima
2. Limited Liability Company (Sociedad de Responsabilidad Limitada)
3. General partnerships (Sociedad en Nombre Colectivo)
4. Ordinary Limited Partnership (Sociedad en Comandita Simple)
5. Joint- stock Company (Sociedad en Comandita por Acciones)
These legal entities allow for an easier day to day operation.

Establishing Branch in Panama

If business would like to operate in Panama, they can establish branches and/or agencies. They
must be registered with the Panamanian Mercantile Registry and may not perform activities not
allowed in their home country under Panama’s Commercial Code.

Banking System
There is no central bank in Panama but rather a Superintendence of Banks which is autonomous
form the central government. There are three different bank licenses.
1. General — Banks under the Laws of Panama and branches of foreign banks that have
activities in Panama and abroad.
2. International — Banks under the Laws of Panama that solely practice business abroad.
3. Representation — Banks that have offices in Panama but are not performing banking
transactions.

Tax System

The tax system is regulated by the tac code with the most recent reform that reduces tax rates,
raising the overall rate of VAT, and sets the new Tax Tribunal. The corporate income tax rate is
25%

Sources: Doing Business 2020 Doing Business in Panama 2020
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Statistics and Trade Information

Panama’s incorporation into the World Trade Organization allows for a variety Free Trade
Agreements throughout the continent and overseas.

Trading across Borders - Panama

Indicator Panama Latin America & OECD high
Caribbean income

Time to export: Border compliance (hours) 24 55.3 12.7

Cost to export: Border compliance (USD) 270 516.3 136.8

Time to export: Documentary compliance (hours) 6 35.7 23

Cost to export: Documentary compliance (USD) 60 100.3 334

Time to import: Border compliance (hours) 24 55.6 8.5

Cost to import: Border compliance (USD) 490 628.4 98.1

Time to import: Documentary compliance (hours) 6 43.2 34

Cost to import: Documentary compliance (USD) 50 107.3 235

Doing Business 2020

Figure - Trading across Borders in Panama and comparator economies - Ranking and Score

DB 2020 Trading Across Borders Score

100

89.8: El Salvador (Rank: 46)
85.5: Panama (Rank: 59)
77.6: Costa Rica (Rank: 80)

77.2: Guatemala (Rank: 82)

69.1: Regional Average (Latin America & Caribbean)

62.7: Colombia (Rank: 133)

Doing Business 2020
Source: Doing Business 2020
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Panama Fiscal Incentives

Panama has a variety of fiscal incentives that
make it ideal for foreign investors. With
multiple free zones companies are exempt
from import duties on goods, income tax, sales
tax, export tax, and selective consumption tax
from royalties on exportation and re-
exportation. The government has also seen the
potential the country has and instituted special
laws in regards to tax exemptions that benefit
foreign investors.

Source: Panama: Corporate — Tax Credits and Incentives
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Panama Israel Relations
Panama Israel Free Trade Agreement

A free trade agreement between Israel and Panama entered into force on January 1, granting
preferential market access for goods and aiming to eliminate trade barriers between the countries.

The bilateral trade deal, the first between Panama and a Middle Eastern country, was signed On
May 17, 2018, by Economy Minister Eli Cohen and Panamanian Trade and Industry Minister
Augusto Arosemena Moreno.

Under the agreement, which aims to establish rules enabling a comfortable environment for both
trade and investments, will enable Israeli exporters and importers trading with Panama to receive
a series of tax and duty reductions and exemptions.

According to the Central Bureau of Statistics, trade between the two countries in 2018 stood at
approximately $19 million. Israeli exports totaled $17.3m., primarily in the sale of machinery,
metals, optical equipment and chemicals. Imports from Panama amounted to about $1.8m.,
consisting mainly of agricultural produce, food and machinery.

“The Economy and Industry Ministry, through the Foreign Trade Administration, continues to
strengthen Israel’s economic ties with countries of the world, with emphasis on development

economies whose potential for growth is great,” said Cohen.

“This will strengthen Israel’s foothold
in Latin America, which is in line with
the Economy and Industry Ministry’s
policy of opening new possibilities to
Israeli industry, while providing a
competitive advantage to Israeli

manufacturers.”

Source: Wikipedia
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Double Taxation Avoidance Convention

Any resident of Panama and Israel is covered under the Avoidance of Double Taxation and the
Prevention of Fiscal Evasion with Respect to Taxes on Income.

Taxes Covered
1. The convention will apply to income taxes imposed by Contracting State, political
subdivisions, or local authorities.
2. In Israel: the income tax, company tax, and the tax imposed on gains from the alienation
of property according to the real estate taxation law.
3. InPanama: income tax provided in the Fiscal book.

In accordance with the convention, business profits are only taxable in the contracting state unless
in the other contracting state a permanent establishment is present. Ship or aircraft international
trade profits are only taxable in the contracting state where the enterprise is established.

Double taxation in Panama will be eliminated when a Panamanian Resident is taxed in Israel
Panama will excempt income from taxes. Double taxation in Israel will be eliminated when an
Israeli Resident is taxed in Panama Israel will deduct that tax from the income tax.

Source: International Agreement Panama and Israel
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Israeli Export to Latin America

Israel is exporting to Panama in value of 2.74 B dollars.

What does Israel export to Argentina, Belize, Brazil, Chile, Colombia, Costa Rica, Dominican Republic, Ecuador, El
Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, and Uruguay? (2021)

< 2020

Total: $2.74B
Medical
Instruments

Applianc

8%

REVTARET|
1.06%

Tool Plates
0.8%

Magnesium

Israeli Import from Latin America

Israel imports from Latin America in a value of 1.84 B dollars

<2020 What does Israel import from Argentina, Belize, Brazil, Chile, Colombia, Costa Rica, Dominican Republic,
Ecuador, El Salvador, Guatemala, Honduras, Mexico, Nicaragua, Panama, Paraguay, Peru, and Uruguay? (2021)

Total: $1.848

Crude Petroleum

7.26%
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ILCC - Israel LATAM Corporate Center

Objetives
The objective of the ILCC is to create a permanent space for Israeli companies that want to be
closer to the Latin American market. Companies can rent annual in-person or virtual offices.

The ILCC includes:
1. Exclusive private space

2. Unlimited use of meeting rooms with Smart TV3. Internet service with Wi-Fi throughout
the office

3. Trilingual receptionist (Spanish, English, and Hebrew)

4. Service of Light Drinks, Coffee, Tea, and water for users and their guests.

5. Civil liability insurance policy within the facilities

6. Security service and physical surveillance and CCTV in the facilities.

7. Digital access control to the building and main office entrance.

8. Cleaning of common areas.

9. Telephone number and physical address for banking, legal procedures, and message

reception.

The annual rent of virtual offices includes:
1. Telephone number and physical address for banking, legal procedures, and message
reception.
2. Use of meeting rooms and presentations or physical office free of charge 12 times a year

ILCC Launching — Press Release

The Diplomatic Institute, headed by Gabriel Hayon, launched in Tel Aviv the Israel LATAM
Corporate Center. — ILCC, with the presence of HE Ms. Adis Urieta, Ambassador of Panama to
Israel, and HE Ambassador Leo Vinovezky, the newly appointed manager of Africa, Latin
America, and the Caribbean Department of the Economic Diplomacy Division at the Israel
Ministry of Foreign Affairs.

Zvi Lobl, the Founder of the ILCC explained to the participants the multiple advantages of locating
the front office in Panama City, in visibility, connectivity, business services, and attractive
cosmopolitan location, with direct flights to some 100 cities across the Continent. The ILCC offers
modern offices, physical or virtual, showrooms, a trilingual team, 24/8 security, and proximity to
the Israeli embassy.

The event took place at the Export Institute with the presence of businesspersons that are active or
planning to export to Latin America.
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ISRAEL LATAM CORPORATE CENTER
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Contacts

Panama Embassy in Israel

31 Karlibach St., Beit Lishkat Hamischar Building, floor 5, Tel Aviv, Israel
03-575-9793

embpanamaisrael@mire.gob.pa

Israeli Embassy in Panama

Aquilino de la Guardia Street, Banco General Tower, Floor 17.
Tel:

(507) 208-4700

(507) 208-4702

Email: info@panama.mfa.gov.il

ILCC

Aquilino de la Guardia and 47th Street, Bellavista, Panama, Ocean Business Plaza, floor 16 — 01
Office: +507 2647969 / 3931860

Whatsapp: +507 64304072 / 66169960

Diplomatic Institute

ILCC Israel Office

Gabriel Hayon +972 50-606-2000
info@dipolomaticinstitute.org
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360° Services

At Legal Accounting and Consulting Group, we include Tax services to offer comprehensive 360° services
that cover all the legal, accounting, and financial needs of our clients. With a holistic and personalized
approach, we provide effective solutions to help our clients achieve their goals and maximize their business
success. Our professional and high-quality services are designed to ensure that your company grows and
thrives. Trust us to provide expert advice and support you every step of the way.
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L E G A L ABOUT US

Office
Locations

NATIONALS

HEAD QUARTER
50th Street, Tower Financial Center, 36 floor

AGUADULCE
Manuel Robles avenue, Edificio Santiago
Apostol, Aguadulce

DAVID
3rd Avenue West, Edificio Urbex, Office N.3,
David, Chiriqui

2023

INTERNATIONALS

COSTA RICA
Escazu Avenue, San José Province,
San Rafael De Escazu, Costa Rica

NICARAGUA
111 Etapa, Managua 14042, Nicaragua

HONDURAS
Centro Corporativo Los Proceres, Tower 1, 7th
floor, Office 3. Tegucigalpa

SALVADOR
Pasaje Senda Florida Norte, No 124, Colonia
Escalén, San Salvador

GUATEMALA
13th street 2-60 Zona 10 Edificio, Topacio, Azul Of.
701, Guatemala

04



L” ( 2023

L E G P-N L

What makes Lac
Legal the right
choice?

Personalized and Competitive rates and National and
committed attention different payment international presence.
from our lawyers. options.

Synergy with our
accounting and financial
consulting subsidiaries.
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General Overview of Panama

4.2M Spanish - English

POPULATION (est. 2023) LANGUAGE

18.8% PAB
Gonstant Prioes 2015, US Dollar

i.IP.EZ{,CéAI;g 222 $2 ,721 M

Current Prices. FOREIGN INVESTMENT 2022 65

OPERATING BANKS

2.9% 4" .2% Global Competitiveness Index, Banking

System Soundness #16

INFLATION 2022 GROWTH OF FDI
(2022 vs 2021) INVESTMENT GRADE
. Standard & Poor’s BBB
POLITICS: Moody’s Baa2
Panama has political stability with a presidential representative democratic republic with Fitch BBB

a multi-party system, whereby the President of Panama is the head of state and
government. Since 1990 Panama abolished its army
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Type of Company:

The legal entities are the most suitable vehicle for doing business in Panama, the most important type of companies recommended are:
Corporation - Sociedad Anénima (S.A.). It’s the equivalent of a public limited company in English-speaking countries.
Sociedad de Responsabilidad Limitada (S.R.L.), which is like a Limited Liability Company (LLC) in many other jurisdictions and also, it’s considered a transparent entity.
Both entities offers the following advantages:
+ Limited Liability
» Flexibility in ownership
* Privacy and Anonymity
» Easy Process of Incorporation

+ Asset Protection
* No Minimum Capital Requirements
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Tax
System:

The Republic of Panama has a territorial tax system, also known
as source taxation, which means that income generated within
Panama is taxed at the source regardless of whether it is
received by a resident or non-resident.

Residency is only relevant to determine if the entity is subject to
withholding tax (WHT) or not.

2023

Relevant Tax rates

Individual Income Tax: is levied at progressive rate as follows:

$0.00 - $11,000
$11,000.01 to $50,000
Earnings over $50,000
Corporate Income Tax

Dividends

Withholding Tax

Capital Gain Tax
Value-added tax (VAT)
known in Panama as ITBMS

Thin capitalization

0%

15%
25%
25%

10% (from Panamanian source)
5% (from foreign source)

12.5% applies on remittance

3% - Real estate property
5% - 10% - Securities
7%

There are no thin capitalization rules.
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Tax Tax Demonstration

System

Practical Example Corporate Income Tax (CIT)

According to the territory principle the company will be taxed only for the

Facts: earnings generated within Panama.
- An international company located in Panama performs consulting Panamanian US $45,000.00 x 25%
services within the territory and at the same time sells products source income
manufactured in China and received in Brazil.
CIT Tax US $11,250.00
- The company hired in Austria a software company in order to use the
software for its business activities in Panama, the royalty fees is US
$5,000.00 Dividends
- The company in Panama has a bank account in a financial institution Panamanian source US $45,000.00 x 10% = US $4,500.00
within the country and received interest.
Foreign source US $100,000.00 x 5% = US $5,000.00
- Its total taxable net income from Panamanian source income deriving
from consulting services is US $45,000.00 and its net income from the
sale of products abroad is US $100,000.00. Withholding Tax US $5,000.00 x 12.5% = US $625.00

Interest earned by the bank account are not taxable.
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Tax
Regimes

COLON FREE TRADE ZONE ! Promote international trade under a_tax exempted work frame.
Serves as a hub for education, research, innovation, and sustainable
g olF el deles | development in Panama and the broader region.

Emphasize Panama as a hub for regional operations of multinational

PANAMA PACIFICO ! corporations, providing tax benefits and incentives to companies that establish
their regional headquarters in the country.

| Promote international trade by allowing companies to import, export,
Files Ulbbls coli=s | and store goods with reduced or zero customs duties and taxes.

SPECIAL REGIME FOR THE | Focus on international companies looking to establish their
MULTINATIONAL HEAD QUARTERS (SEM) headquarters in Panama, offering tax advantages and other benefits.

Target services related to manufacturing, assembly, re-manufacturing,
' conditioning, maintenance, and repair of products, as well as logistics services,
among others.
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Tax

Exemptions

CIT

Dividends

Operation
Notice Tax

VAT (ITBMS)

Tax Regimes
Summary

COLON FREE CITY OF PANAMA FREE TRADE
TRADE ZONE KNOWLEDGE PACIFICO ZONES
® (] ( J (]
(] ( J
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International
Taxation

DOUBLE TAX TRANSFER EXCHANGE OF

TREATIES PRICE INFORMATION
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T A X

what is a
Double Tax Treaty?

Also known as Double Tax Agreement (DTA) or Double Tax Avoidance Agreement
(DTAA), is a bilateral treaty signed by two countries to avoid or resolve issues
involving double taxation of passive and active income, also related to the
prevention of fiscal evasion with respect to taxes on income.

Panama and Israel have a tax treaty since 2012.
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How the Double Tax Treaty
between Panama and Israel works?

ISRAEL ADVISORY SERVICE PANAMA
CIT 23% CIT - Remittance
12.5%
D © ¢ GElNNNNED
REGULAR TAX TREATMENT TAX TREATY TREATMENT
Fee US$ 25,000.00 Fee US$ 25,000.00
CIT - Remittance  US$ 3,125.00 CIT-Remittance Us$ 0.00
Remittance after US$ 21,875.00 Remittance after US$ 25,000.00
taxes taxes
13




Double Tax
Treaty Network

1. BARBADOS
SOUTH KOREA
UNITED ARAB EMIRATES
SPAIN
FRANCE
THE NETHERLANDS
IRELAND
ISRAEL
ITALY
LUXEMBOURG
MEXICO
PORTUGAL
QATAR
UNITED KINGDOM
CZECH REPUBLIC
SINGAPORE
VIETNAM




PRACTICE AREA

» Corporate Services

* Insurance and Reinsurance

» Litigation and arbitration

* Taxes

* Real Estate

*  Government Procurement and
Contracts

* Immigration Law

B>« ibonilla@lacgrp.com . L
IVELISSE BONILLA | _ o Administrative
International Tax Associate ‘9’) (+507) 6981-4084 : :Ylaagg:.T_EW
@ LACLEGAL

s LAC@IACGRP.COM

® (+507) 6928.4286 - (+507) 395.5607 ‘

& WWW.LACGRP.COM

© Bella Vista, Tower Financial Center, floor 36, Panama City, Republic of Panama L E G A L
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