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Panama publishes
law on beneficial
owner register for
legal entities

Panama published, in Official Gazette 28985-C, Law 129 of 2020 (the Law),
which creates the Registry System for Beneficial Owners of Legal Entities. The
purpose of the Law is to establish the requlatory framework for the creation of
the registry system to facilitate access to information about beneficial owners
of legal entities collected by attorneys who provide resident agent services. The
Law also is aimed at assisting the competent authority with preventing money
laundering, the financing of terrorism and the proliferation of massive weapons.

Background

On 19 December 2019, the Panamanian National Assembly approved Bill

No. 169 (the Bill), which would have created a free Register of Beneficial
Owners of Legal Entities to allow resident agents to file information on the
beneficial owner of all legal entities incorporated in Panama for which they are
agents (see EY Global Tax Alert, Panamanian National Assembly approves bill
on a beneficial owner register for legal entities, dated 6 January 2020). The
Bill was vetoed by the President because specific phrases and words did not
constitute adequate and technical language for the effective implementation of
the regulation. The President suggested changes, which were approved by the
National Assembly.
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Law 129 of 2020

Competent authorities

Under the Law, the competent authorities include the
Superintendence of Non-Financial Institutions, the Financial
Analysis Unit for the prevention of money laundering and
terrorism financing crimes, the Public Ministry, the Ministry
of Economy and Finance and any other governmental
institution that is attributed competence in the prevention
of money laundering, the financing of terrorism and the
proliferation of massive weapons.

Beneficial owner

The Law defines the final beneficiary as any individual who
directly or indirectly owns or controls, or has a significant
influence on, the business or individual benefitting from a
transaction, including individuals who ultimately control the
legal entity’s decisions. Final beneficiary also includes any
individual who has a significant influence on accounts and
contracts. The Law also contains criteria for determining
possession, control or influence over a legal entity.

Resident agent's obligations

In accordance with the Law, every lawyer or law firm that
provides professional services as a resident agent for one

or more entities incorporated in Panama must register with
the Superintendence of Non-Financial Institutions to obtain a
unigue regqistry code (i.e., a non-transferable code) to access
the beneficial owner register and complete the information
required for each legal entity for which they render services
as resident agents.

The resident agent must carry out due diligence to comply
with the provisions of this Law but will not be responsible
for the truthfulness or accuracy of the information, provided
there is evidence of due diligence. If the resident agent
resigns, the resident agent must notify the Superintendence
of Non-Financial Institutions, within 30 business days of the
date the resignation is registered with the Public Registry of
Panama. The Superintendence of Non-Financial Institutions
will remove the resident agent’s access to the information
provided about an entity. The information, however, will
remain in the registry system, and the competent authorities
will be able to access that information.

The registry system

Access to the reqgistry system will be strictly limited to the
resident agent of the legal entities to which the agent provides
services and two officials assigned by the Superintendence
of Non-Financial Institutions. The officials may access the

registry system to make the required information available to
the competent authorities, in accordance with the provisions
of Law 23 of 2015, its amendments and regulations. The
information may be used to prevent money laundering,

the financing of terrorism and the proliferation of massive
weapons, and for compliance with Panamanian laws and
international cooperation obligations established in treaties
or conventions ratified by Panama.

The registry system will be free, private and have limited
access with security controls and technological protection. The
system will ensure the integrity, confidentiality, traceability
and computer security of the data stored under the highest
international standards on personal data protection. However,
the Superintendence of Non-Financial Institutions, in its
capacity as custodian and administrator of the information
contained in the registry system, will not be liable for the
inaccuracy of the information provided; therefore, the
Superintendence cannot be sued or subject to injunctions for
data contained in the registry system. Also, non-authorized
individuals will not be able to access the information in the
registry system by bringing judicial or administrative actions.

Sanctions

The Law will suspend the corporate rights for legal entities
whose resident agents do not comply with the registration
obligation. As a consequence, the suspended legal entity
will not be able to file any document or agreement with the
Panamanian Public Registry. Legal entities will be allowed to
change resident agents to comply with the provisions of the
Law without paying any registration or qualification fees.

The Law establishes sanctions for resident agents, including
fines of US$1,000 to US$5,000 for each legal entity whose
information is not registered or updated in the beneficial
owner register. For each day, the registration or update is not
completed, the Law imposes progressive fines on 10% of the
fine previously imposed, up to a maximum of six months. If
false information is provided or filed in the beneficial owner
register, the Law imposes additional sanctions.

Grandfathering

Resident agents will have six months from the notification of
the Superintendence of Non-Financial Institutions to register
with the Superintendence and obtain from the legal entities
the information to be filed in the beneficial owner register.
Resident agents that are unable to update the information on
the legal entity's beneficial owner will be required to resign
as the entity’'s resident agent before the Panamanian Public
Registry, without any costs.
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