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LAW 32 OF 1927 (*)
(of 26th February) ON
CORPORATIONS

THE NATIONAL ASSEMBLY OF PANAMA
DECREES:

SECTION ONE
Formation of Corporations

ARTICLE 1. Two or more persons, of any nationality, even though not
domiciled in the Republic of Panama, may form a corporation for any
lawful purpose pursuant to the formalities stipulated by this law.

ARTICLE 2. The persons desiring to form a corporation shall sign
articles of incorporation which shall contain:

1. The name and domicile of each of the subscribers to the articles of
incorporation;

2. The name of the corporation, which shall not be the same as or
similar to that of a pre-existing corporation, such that it might
cause confusion.

The name shall include a word, phrase or abbreviation which
indicates it is a corporation and distinguishes it from any natural
person or company of any other nature.

The name of the corporation may be expressed in any language;
3. The general object or objects of the corporation;

4. The amount of the Corporate Capital and the number and par value
of the shares into which it is divided; and, if the corporation isto
issue shares without par value, the statements referred to in Article
22 of thisLaw.

The amount of the Corporate Capital and the par value of the
shares may be expressed in the currency of the Republic, or the
there are to be shares of different classes, the number of shares in
each class and the designations, preferences, privileges and voting
rights and the restrictions or requirements of each class of shares,



or the stipulation that the said designations, preferences, privileges
and voting rights or the restrictions or other requisites may be
determined by resolution of the majority of the interested
shareholders or by resolution of the majority of the Directors;

5. The number of shares that each of the subscribers to the articles
of incorporation agrees to take;

6. The domicile of the corporation and the name and domicile of its
agent in the Republic, who may be ajuridical person;

7. The duration of the corporation;

8. The number of Directors, which shall be not less than three,
and their names and addresses;

9. Any other lawful clauses to which the subscribers may have
agreed.

ARTICLE 3. The articles of incorporation may be executed anywhere, Language to b<
within or outside the Republic, and in any language.

ARTICLE 4. The articles of incorporation may be established by means
of a public instrument or in any other way, provided it is certified by a
Notary Public or by any other public officer who is authorized to certify in
the place of execution thereof.
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ARTICLE 5. If the articles of incorporation is not contained in a public
instrument it must be protocolized at a Notary's Office in the Republic. orma

If said document has been executed outside the Republic, in order to be
protocolized, it must be previously authenticated by a Panamanian Consul
or, lacking such Consul, by the consul of afriendly nation.

And if it has been executed in a language other than Spanish, it must be
protocolized together with a translation thereof authorized by a public or
official translator of the Republic.

ARTICLE 6. The public instrument or protocolized document containing Registration at
the articles of incorporation must be filed for registration at the Mercantile Public Registr

Registry.

The incorporation of the company shall have no effect with respect to third
parties until the respective articles of incorporation has been registered.
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ARTICLE 7. A corporation organized under the provisions of this Law
may amend any of the clauses of its articles of incorporation provided that
such amendments conform to the provisions of this Law.

Consequently, the corporation may change the number of its shares of
stock or any class of its shares subscribed at the time of such amendments,
change the par value of the subscribed shares of any class; exchange the
subscribed shares of one class having a par vaue for an equa or different
number of shares of the same class or of another class of shares without
par value, exchange subscribed shares of one class of shares without par
value for an equal or different number of shares of the same class or of
another class of shares with par value; increase the amount or the
number of the shares of its authorized capital; divide its authorized
capital stock into different classes; increase the number of classes of
its authorized capital; change the designations of the shares of stock, the
rights, privileges, preferences, voting rights and restrictions or
qualifications.

But the capital stock shall not be reduced except in accordance with the
provisions of Article 14 et seq. of this Law.

ARTICLE 8. Amendments to the articles of incorporation shall be made
by the persons hereinafter designated and in the manner prescribed in this
Law for the execution of the articles of incorporation.

ARTICLE 9. Amendments to the articles of incorporation prior to the
issuance of shares shall be executed by all the signatories of the articles of
incorporation and by all who have agreed to subscribe shares of stock.

ARTICLE 10. In cases where shares have been issued, the amendments
shall be executed:

By the holders, or their proxies, of al the subscriber shares having
the right to vote provided that there be annexed to the instrument
of amendment a certificate issued by the Secretary or by one of the
Assistant Secretaries of the corporation to the affect that the
persons who have signed said amendments, personally or by
proxy, constitute all of the holders of the subscribed shares
having the right to vote; or

By the President, or one of the Vice-Presidents, and the Secretary
or one of the Assistant Secretaries of the corporation, who shall
sign the instrument of amendment, which shall include a
certificate stating that they have been authorized to execute
said instrument by a resolution adopted by the owners of the
majority of the said shares or their proxies and that said resolution
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was approved at a meeting of the stockholders held on the date
stipulated in the notice or in the waiver thereof.

ARTICLE 11. In the event the amendments to the articles of
incorporation do alter the preferences of the subscribed shares of any
class or authorize the issuance of shares with preferences which are in
any respect more advantageous than those of the subscribed shares of any
class, the certificate referred to in section b) of the preceeding article shall
state that the officers of the corporation signing such amendments have
been authorized to execute the instrument of amendment by means of a
resolution approved by the owners of the mgjority of the shares of each
class with voting rights or their proxies, and that such resolution was
approved at a Shareholders Meeting held on the date stipulated in the
notice to the meeting or in the waiver thereof.

ARTICLE 12. If the articles of incorporation provide that more than a
majority of the subscribed shares or of any class of sharesis required so it
can be amended, the certificate referred to in section b) of Article 10 shall
state that the amendment in question has been authorized in that manner.

ARTICLE 13. If the articles of incorporation or any amendments thereto
do not provide otherwise, each shareholder shall have a preemptive right
to subscribe, in proportion to the shares held by him, shares of those
issued pursuant to any increase of the capital.

ARTICLE 14. The corporation may reduce its authorized capital by
means of an amendment to its articles of incorporation, but no distribution
of its assets may be made pursuant to any such reduction if by so doing
the actual value of said assets is diminished to an amount representing less
than the total value of its liabilities, considering the capita reduced as part
of the latter.

To the instrument containing the respective amendment there shall be
annexed a sworn certificate issued by the President or the Vice-President
and the Treasurer or one of the Assistant. Treasurers stating that by means
of the distribution the provisions of the preceeding paragraph have not
been violated.

The appraisal as to the value of the assets and liabilities by the Board of
Directors shall be deemed correct, except in cases of fraud.

ARTICLE 15. If not prohibited in its articles of incorporation, a
corporation may acquire its own shares. If the acquisition is
made with funds or property other than the excess of assets over the
liabilities or the net profits of the corporation, the shares acquired shall be
paid up by means of the reduction of the issued capital, but such shares
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may be sold again if the authorized capital is not diminished by the
payment of said shares.

ARTICLE 16. The shares of a corporation acquired by it with funds
derived from the excess of its assets over its liabilities or from its net
profits may be retained by the corporation or sold by it for corporate
purposes and may be cancelled and reissued by a resolution of the Board
of Directors.

ARTICLE 17. The shares of a corporation acquired by it cannot be
represented, directly or indirectly, at Stockholders meetings.

ARTICLE 18. No corporation shall acquire its own shares with funds not
derived from the excess of its assets over its liabilities or from the net
profits if as a consequence of such acquisition the actual value of its
assets is reduced to an amount representing less than the total value of its
liabilities, considering the capital reduced as part of the latter.

The appraisal as to the value of the assets and liabilities by the Board of
Directors shall be deemed correct, except in cases of fraud.

SECTION TWO
Power s of the Corporation

ARTICLE 19. Every corporation organized pursuant to this Law shall
have the following powers in addition to the powers granted by this Law;

1. To sue and be sued in court;

2. To adopt and use a corporate seal and alter it at its convenience;

3. To acquire, purchase, hold, use, and transfer movable and
immovable property of any kind and to make and accept pledges,
mortgages, |eases, liens and encumbrances of all kinds;

4. To appoint officers and agents;

5. Toenter into al kinds of contracts;

6. To enact, without contravening existing laws or its articles of
incorporation, by-laws for the management, regulation and
administration of its affairs and property, for the transfer of its

shares of stock, for the calling of shareholders'or directors'
meetings and for any other lawful purpose;
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7. Toconduct its affairs and exercise its powers in foreign countries,

8. To agree upon its dissolution in accordance with the Law,
voluntarily or for other reasons;

9. To borrow money and incur debts in connection with its affairs or
for any lawful purposes; to issue bonds, promissory notes,
bills of exchange and other documents of obligation (which
may or may not be convertible into shares of the corporation)
payable on a certain date or dates, or upon the happening of a
specific event, whether secured by mortgage or pledge or
unsecured, for money borrowed or in payment for acquired
property, or for any other lawful consideration;

10. To guarantee, acquire, purchase, hold, sell, assign, transfer,
mortgage, pledge or otherwise dispose of or trade in shares,
bonds or other obligationsissued by other corporations or by
any municipality, province, state or government;

11. To do all things necessary in carrying out the purposes enumerated
inits articles of incorporation or any amendment thereof, or
whatever becomes necessary or expedient for the protection
and benefit of the corporation and, in general, to perform any
lawful business even though not similar to any of the purposes
specified in the articles of incorporation or in the amendments
thereof.

SECTION THREE
Shares and Capital

ARTICLE 20. The corporation shall have the power to create and issue
one or more classes of shares, with the designations, preferences,
privileges, voting powers, restrictions or requirements and other rights as
determined by its articles of incorporation, and subject to the rights of
redemption which the corporation may have reserved for itself in the
articles of incorporation.

The articles of incorporation may provide that the shares of one class are
convertible into shares of another class or classes.

ARTICLE 21. Shares may have anominal value. Such shares can be

issued as fully paid and non-assessable, as partially paid, or even without
any payment having been made therefor.

Unless otherwise provided by the articles of incorporation, no fully paid
and non-assessable par value shares, nor bonds or shares convertible into
fully paid and non-assessable par value shares may be issued in exchange
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for services or property which , in the judgment of the Board of Directors,
have a lesser value than the par value of said shares or of shares into
which such bonds or shares are convertible. Certificates issued for
partially paid shares may not state that an amount has been paid on them
which is larger than the amount which, in the judgment of the Board of
Directors, was actually paid on account of such shares. Payment may be
made in form of money, labour, services or property of any kind.

The appraisal of the Board of Directors in respect of values shall be
deemed correct, except in cases of fraud.

ARTICLE 22. Corporations may create and issue shares without par
r J r

value, provided that their articles of incorporation state:

1

2.

The total amount of shares that the corporation can issue;

The number of shares with par value, if any, and the value of each

The number of shares without par value;
One or the other of the following statements:

a. That the corporate capital shall be at least equal to the

total amount represented by the shares with par value,
plus a stated amount withrespect to each share
without par value which isissued, and the sums that
from time to time may be incorporated intothe
corporate capital by means of aresolution or resolutions
of the Board of Directors; or

. That the corporate capital shall be at least equal to the

total amount represented by the shares with par value,
plus the value received by the corporation for the
issuance of shares without par value, and the amounts
that from time to time may be incorporated into the
corporate capital by means of aresolution or resolutions
of the Board of Directors.

The articles of incorporation may aso contain an additional
declaration to the effect that the corporate capital shall not be less
than the amount specified therein.

ARTICLE 23. All the shares of one class, whether they be par value

shares ofthefameciass  shares or shares without par value, shall be equal to the shares of the same

class, subject, however, to the designations, preferences, privileges, voting
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rights, restrictions or requisites granted or imposed upon any class of
shares.

ARTICLE 24. The corporation may issue and sell shares without par
value which it is authorized to issue, for the sum specified in its
articles of incorporation, for a price which in the judgment of the Board of
Directors is considered as fair, or for the price which from time to time
may be determined by the Board of Directors, if authorized by the articles
of incorporation, or for the price determined by the holders of the mgjority
of the shares having the right to vote.

ARTICLE 25. All the shares referred to in Articles 22, 23, and 24 of
this Law shall be considered to be fully paid and non-assessable. The
holders of such shares are liable for said shares neither to the
corporation nor its creditors.

ARTICLE 26. The price of the shares shall be paid on the dates and in
the manner determined by the Board of Directors. In the event of defaullt,
the Board of Directors has the option to proceed against the shareholder
in default to collect the portion of the capital that he has failed to deliver
and the damages that the corporation may have suffered, or to rescind the
contract with respect to the shareholder in default, having the right in the
latter case to retain for the benefit of the corporation the sums belonging to
said shareholder in the corporate assets.

In the event that it is decided to rescind the contract with respect to the
shareholder in default and to retain for the corporation the amounts
belonging to said shareholder, the Board of Directors shall notify the
shareholder at least sixty daysin advance.

Shares acquired by the corporation by virtue of the provisions of this
article may be reissued and offered again for subscription.

ARTICLE 27. Thetitle or share certificate shall state:
1. Therecorded data of the corporation at the Mercantile Registry;
2. The corporate capital;
3. The number of shares belonging to the holder;
4. Theclass of share, if there are different classes, aswell as
the specia conditions, designations, preferences, privileges,

premiums, advantages and restrictions or requisites that some of
the classes of shares may have over the others;
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5. Whether the shares represented by the certificate are fully paid and
non-assessable, shall be stated on said certificate; and if they are
not fully paid and non-assessable, the sum that has in fact been
paid shall also be stated on the certificate;

6. If the shareis nominative, the name of the shareholder shall be
stated.

ARTICLE 28. Bearer shares shall not be issued until they have been fully
paid and are non-assessable.

ARTICLE 29. Nominative shares shall be transferable in the books
of the corporation in the manner provided by its articles of incorporation
or by-laws. Transfers shall be binding on the corporation only from the
time of their recording in the Share Registry Book.

If the holder of the certificate is indebted in any amount to the corporation,
the latter may oppose the transfer until the amount owed is paid. In any
case, the transferor and the transferee shall be solidarity liable for the sums
owed to the corporation for the shares so transferred.

ARTICLE 30. The assignment of bearer shares shall be effected by means
of the mere delivery of the certificate.

ARTICLE 31. If provided for in the articles of incorporation, the holder
of a certificate of shares issued to the bearer may obtain the exchange of
said certificate for another certificate issued in his name for an equal
number of shares;, and the holder of nominative shares may obtain the
exchange of his certificate for another one to the bearer for an equa
number of shares.

ARTICLE 32. The articles of incorporation may provide that the
corporation or any of the shareholders shall have a preemptive right to
purchase those shares of the corporation that another shareholder desires
to transfer.

Other restrictions on the transfer of the shares may also be imposed, but
any restriction that in an absolute manner prohibits the transfer of the
shares shall be null and void.

ARTICLE 33. The corporation may issue new share certificates to
replace those which may have been destroyed, lost or stolen. In such a
case, the Board of Directors may require that the owner of the certificate
that was destroyed, lost or stolen, give security to protect the
corporation against any claim or damage.
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ARTICLE 34. The articles of incorporation may provide that the
holders of any particular class of shares shall have no voting rights, or
such rights may be restricted or defined with respect to the various classes
of shares.

These provisions in the articles of incorporation shall prevail in all
voting proceedings which may take place and in all cases in which the
law requires the vote or written consent of the holders of al or of any
portion of the shares.

The articles of incorporation may aso provide that the vote of more than
the majority of any class of sharesis necessary for specific purposes.

ARTICLE 35. One or more shareholders may agree in writing to
transfer their shares to one or more trustees in order to grant them the
right to vote in their name and stead for a specified term and according to
the conditions indicated in the agreement. Other shareholders may
transfer their shares to the same trustee or trustees and become, by virtue
of said transfer, parties to the agreement. The certificates of shares so
transferred shall be delivered to the corporation, cancelled by it and
exchanged for new certificates in the name of the Trustee or Trustees,
stating therein that they are issued by virtue of the aforementioned
agreement, and those circumstances shall be recorded in the Stock
Registry Book of the corporation. In order for the provisions of this article
to take effect, it will be necessary that an authenticated copy of the said
agreement be furnished to the corporation.

ARTICLE 36. The corporation is obliged to keep in its office in the
Republic or at any other place determined by its articles of incorporation
or by-laws, a book which shall be called the "Share Registry"”, in which
there shall be recorded, except in the case of bearer shares, the names of
all persons who are shareholders of the corporation, in aphabetical order,
with indication of the place of their domicile, the number of shares
belonging to each one of them, the date of acquisition and the amount
paid therefor or that the sharesarepaid and non-assessable.

In the case of shares issued to bearer, the Share Registry Book shall
indicate the number of shares issued, the date of the issuance and that
the shares are totally paid and non-assessable.

ARTICLE 37. Dividends may be paid to the shareholders from the net
profits of the corporation or from the excess of its assets over its liabilities,
but not otherwise. The corporation can declare and pay dividends upon
the basis of the amount actually paid for shares that have only been
partialy paid.
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ARTICLE 38. When the Board of Directors so determines, dividends
may be paid in shares of the corporation provided that the shares
issued for that purpose have been duly authorized and provided
that, if the shares have not been previously issued, an amount at
least equal to that corresponding to the shares to be issued as dividends
has been transferred from the surplus account to the capital account of the
corporation.

ARTICLE 39. Shareholders are liable to the creditors of the corporation
only up to the sum owed on account of their shares; but no suit can be
filed against any shareholder for liabilities of the corporation until
judgment has been rendered against it and only if the total amount of
such judgment cannot be collected after the judicial sale of the
corporate assets.

SECTION FOUR
Shareholders Meetings

ARTICLE 40. Whenever the approval or authorization of the
shareholders is required pursuant to the provisions of this Law, a notice of
shareholders' meeting shall be given in writing on behalf of the
President, Vice-President, Secretary or Assistant Secretary, or of any
other person or persons authorized for this purpose by the articles of
incorporation or the by-laws.

The notice shall indicate the purpose or purposes for which the meeting
is called and the time and place where it will be held.

ARTICLE 41. Shareholders meetings shall be held within the Republic,
unless the articles of incorporation or the by-laws provide otherwise.

ARTICLE 42. Prior notice shall be given as provided for in the articles
of incorporation or the by-Laws; but if these do not otherwise provide, it
shall be made by delivery of the notice personaly or by mail to every
registered shareholder having a right to vote, not less than ten days nor
more than sixty days prior to the date of the meeting.

If the corporation has issued bearer shares, the notice shall be published in
accordance with the provisions of its articles of incorporation or by-laws.

ARTICLE 43. The shareholders or their legal representatives may waive
notice of any meeting in writing before or after same.

ARTICLE 44. The resolutions adopted in any meeting in which all
shareholders are present, whether personally or by proxy, shall be valid;
and resolutions adopted in a meeting in which there is a quorum, all
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absentees having waived notice, shall be valid for al the purposes
enumerated in the waiver, even though in any of the above-mentioned
cases notice may not have been given in the manner provided by the law,
by the articles of incorporation or by the by-laws.

ARTICLE 45. If the articles of incorporation do not otherwise provide,
all stockholders have, at shareholders meetings, the right to one vote for
each share registered in his name, regard-less of the class of said share,
whether it be with or without par value. The Board of Directors may,
unless otherwise provided by the articles of incorporation, fix a period of
not more than forty days prior to the date of each meeting of shareholders,
during which no transfer of shares will be registered in the books of the
corporation, or it may fix a date not more than forty days prior to the date
of the meeting as the date on which those shareholders (except the holders
of bearer shares) who have a right to be given notice and to vote in said
meeting, will be determined. In such a case, only shareholders registered
as of that date will have the right to be given notice and to vote in said
meeting.

ARTICLE 46. In the case of shares issued to bearer, the bearer will, at
shareholders' meetings, be entitled to one vote for each voting share
for which he shall exhibit at said meeting the corresponding certificate
or certificates, or evidence or proof of his right, in the manner provided in
the articles of incorporation or the by-laws.

ARTICLE 47. At al Meetings of Shareholders, any shareholder may be
represented by a proxy holder, who need not be a shareholder, and who
may be appointed by private or public instrument, with or without a
substitution clause.

ARTICLE 48. The articles of incorporation may provide that at the
elections of members of the Board of Directors, each shareholder with a
right to vote for directors shall have a number of votes equal to the
number of shares that he owns multiplied by the number of directors to be
elected, and that he may cast al his votes in favour of a single candidate,
or distribute them among the total number of directors to be elected or
between two or more of them, as he deems convenient.

SECTION FIVE
TheBoard of Directors

ARTICLE 49. The business of the corporation shall be administered
and conducted by a Board of Directors composed of at least three
members of full age, without distinction of sex.



ARTICLE 50. Subject to the provisions of this Law and those of the
articles of incorporation, the Board of Directors shall have absolute
control and full management of the affairs of the corporation.

ARTICLE 51. The Board of Directors may exercise all the powers of
the corporation except those that the law, its articles of incorporation
or its by-laws confer on or reserve to the shareholders.

ARTICLE 52. Subject to the provisions of this Law and those of the
articles of incorporation, the number of directors shall be fixed by the by-
laws.

ARTICLE 53. The presence of the majority of the members of the Board
of Directors will be necessary for the existence of a quorum to decide
upon the business of the corporation. Nevertheless, the articles of
incorporation may provide that a certain number of directors, whether it be
more or less than a majority, is necessary to constitute a quorum.

ARTICLE 54. The resolutions of the majority of the directors present at
a meeting in which there is the required quorum, shall be considered
resolutions of the Board of Directors.

ARTICLE 55. If the articles of incorporation do not otherwise provide, it
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shall not be necessary that the Directors be shareholders.

ARTICLE 56. The Directors may adopt, alter, amend or repeal the
by-laws of the corporation, unless otherwise provided by the articles of

incorporation or by-laws adopted by the shareholders.

ARTICLE 57. The Directors of the corporation shall be elected in the
manner, date and place determined by its articles of incorporation or by-
laws.

ARTICLE 58. Vacancies which occur in the Board of Directors shall
be filled in the manner provided in the articles of incorporation or the by-
laws.

ARTICLE 59. Subject to the provisions of the two preceding articles,
vacancies which occur in the Board of Directors, whether by virtue of an

increase in the number of directors or owing to any other cause, shall be
filled by the votes of the majority of the members of the Board of
Directors.

ARTICLE 60. If the Directors are not elected on the date set for that
purpose, the Directors then in office will continue to serve until their
successors are elected.
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ARTICLE 61. If the articles of incorporation or the by-laws do not
otherwise provide, the Board of Directors can appoint two or more of its
members to congtitute a committee or committees having al the powers of
the Board of Directors in the management of the business of the
corporation, but subject to the restrictions expressed in the articles of
incorporation, in the by-laws or in the resolutions whereby they are
appointed.

ARTICLE 62. If the articles of incorporation expressly authorize it,
the Directors may be represented and vote at meetings of the Board of
Directors through proxy holders who need not be directors and who must
be appointed by public or private instrument, with or without power of
substitution.

ARTICLE 63. Directors may be removed at any time by the votes, cast
to that effect by the holders of the majority of the subscribed shares with
a voting right in the elections of directors. Officers, Agents, and
employees may be replaced at any time by means of a resolution adopted
by the mgority of the Directors or in any other manner provided by the
articles of incorporation or by-laws.

ARTICLE 64. If any dividend or distribution of assets is declared or paid
that reduces the value of the corporate assets to less than the amount of its
liabilities, the corporate capital being included in the latter; or if the
amount of the corporate capital is reduced; or if any false declaration or
report is rendered on any substantial point, the directors who have given
their consent to such act, knowing that in doing so the corporate capital
would be affected or that the declarations or the report are false, will be
jointly and solidarity liable to the creditors of the corporation for the
damages resulting therefrom.

SECTION SIX
Officers

ARTICLE 65. Corporation shal have a President, a Secretary and a
Treasurer, who shall be elected by the Board of Directors, and it may
also have all such officers, agents and representatives as determined by
it Board of Directors, by-laws or articles of incorporation, same
being elected in the manner established therein.

ARTICLE 66. The same person may hold two or more offices if the
articles of incorporation or the by-laws so provide.
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