Unified Text,
comprising Decree Law 1 of 1999 and laws amending it,
and Title Il of Law 67 of 2011,
(modified by Law No. 12 of the 3rd of April of 2012, and
Law No. 56 of 2" of October of 2012)
Of the securities market in the Republic of Panama
and the Superintendence of the Securities Market.’

THE NATIONAL ASSEMBLY
DECREES:

Preliminary Title
Superintendence of the Securities Market

Chapter |
Establishment, objectives and agencies

Article 1. Scope. For the purposes of this Title, it is understood that the Securities Market Law
are the provisions contained in this Law concerning the Superintendence of the Securities Market
as well as the provisions of Decree Law 1 of the g of July 1999 and the regulations thereof.

Article 2. Superintendence of the Securities Market. Hereby is established the Superintendence
of the Securities Market, hereinafter the Superintendence, as an autonomous government
agency, a legal entity with its own patrimony, and with administrative, budgetary and financial
independence.

The Superintendence shall be the sole agency authorized to regulate and supervise the
issuers, broker-dealer firms, intermediaries and other persons participating in the securities
market.

In order to guarantee its autonomy, the Superintendence shall have the following powers
and advantages:

1. To act independently in exercising its functions, subject to oversight by the Office of the
Comptroller General of the Republic, as stipulated in the Political Constitution of the
Republic. Such oversight shall not imply any inherence in the administrative powers of
the Superintendence.

! This Single Text of Decree Law No. 1 of 1999 is a document prepared by the Superintendence of Securities Market, as a
working document, and is not an official publication, therefore, if you require an official version, please refer to the Official
Gazette N0.26979-A.



This Single Text of Decree Law No. 1 of 1999

is adocument prepared by the Superintendence of Securities Market,

as a working document, and is not an official publication, therefore,

if you require an official version, please refer to the Official Gazette N0.26979-A.

To have funds both separate and independent from the Central Government as well as
the power to manage such funds.

To prepare the draft the project of its own budget which upon consideration and approval
through the proper procedures of the Executive Branch and the National Assembly, shall
become a part of the General State Budget.

To choose, appoint, dismiss and determine the remuneration of its personnel according
to the provisions of its own internal regulations, which shall be prepared by the
superintendent.

To establish its organization and administration structures.

To have the power to engage external consultants, lawyers and accountants, whom it may
deem necessary in order to perform its functions and duties under the Securities Market
Law. It may also determine the remuneration of said persons and the terms of their
contracts. The appointments and contracts may be permanent or temporary.

To enjoy the guarantees and immunities established for the State and its public agencies.
To be exempt from the payment of national taxes, dues, fees, charges, contributions or
imposts, with the exception of social security contributions, education insurance tax, of
professional risks duties, mandatory complementary funds, public utility fees, import
duties and tax on the transfer of tangible goods and on services rendered.

Article 3. Objectives of the Superintendence. The general objective of the Superintendence shall
be the regulation, supervision and oversight of activities conducted in or from the Republic of
Panama in the securities market, in order to foster the rule of law for all persons participating in
the market and guaranteeing transparency, with a special protection for the rights of investors.

Article 4. Activities of the securities market. The following shall be the activities of the securities
market:
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Registration of securities and authorization of public offers of securities.
Investment advisory services.
Acting as intermediaries in respect of securities and financial instruments.
Opening and managing investment and custody accounts.
Administration of investment companies.
Custody and deposit of securities.
Administration of systems of trading securities and financial instruments.
Compensation and settlement of securities and financial instruments.
Credit rating.
The service of providing information about securities prices.
Self-regulation as referred in the Securities Market Law.
Providing information to the securities market, including gathering and processing of such
information.
Other activities contemplated in the Securities Market Law or determined by other laws,
provided always that they represent the activities of handling, utilizing and investing
resources obtained from the public in securities or financial instruments.
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The entities conducting any of the activities indicated in this article, either in or from
Panama, shall be subject to the supervision of the Superintendence of the Securities Market.
Banks (except when they are broker-dealer firms), financial enterprises, and the natural persons
or legal entities expressly exempted by law shall not be subject to the supervision of the
Superintendence of the Securities Market.

Article 5. Bodies of the Superintendence. The Superintendence shall have a superintendent and a
Board of Directors

The Executive Branch shall appoint the superintendent and five of the members of the Board of
Directors, and shall be subject to ratification by the National Assembly, as stipulated by Law 3 of
1987.

The two additional members shall be appointed as stipulated on the article that follows, and shall
not be subjecto to ratification by the National Assembly.?

Chapter i
Board of Directors

Article 6. Composition and remuneration of its members. The Board of Directors shall act as the
chief body of consultancy, regulation and establishment of the Superintendence’s general
policies, and will be integrated by seven members entitled to speak and vote shall form it. Five of
the members of the Board of Directors shall be chosen in accordance with the requirements
stipulated in the following article, among whom a president and a secretary shall be elected to
hold such offices for one year, which may be extended for the same period of time.

The other two directors shall be respectively appointed by the board of directors of the
Superintendence of Banks of Panama and by the board of directors of the Superintendence of
Insurance and Reinsurance of Panama, for a period of two years, which may be extended.

The members of the Board of Directors shall receive no remuneration or expense
allowances, with the exception of such fees as the Executive Branch may determine for attending
the meetings of the Board of Directors, as well as per diem for participating in official missions.’

Article 7. Requirements. In order to be a member of the Board of Directors, the following is

required:

1. To be a Panamanian citizen.

2. To have a university degree and at least ten years of experience in the financial sector.

3. Not being a person who has been sentenced by a national or foreign competent authority

for crimes against the economic system, against the national administration, against
public trust, against collective safety or for crimes punishable with at least four years of

2 MODIFIED by article 1 of Law No. 56 of the 2nd of October of 2012.

3 MODIFIED by article 292 of Law No. 12 of the 3rd of April 2012.
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imprisonment, nor a person who has been penalized by a supervisory entity of the
financial sector for a serious or very serious infringement in Panama or in a foreign
jurisdiction.

4, Not being a blood relative of another director or of the superintendent within the fourth
degree of consanguinity; not being involved a kinship relative of another director or of the
superintendent within the second degree of affinity; and not being the spouse of another
director or of the superintendent.

5. Not holding a full time employment in civil service, with the exception of that of a
university professor.

6. Not being a person who has been declared bankrupt or in creditors’ meeting by a court,
and may not be a person who is evidently insolvent.

7. Not being the direct or indirect owner of more than 5% of the shares of a legal entity that

has a license issued by the Superintendence, and may not be the direct or indirect owner
of 5% of the shares of a registered issuer.

8. Not being a director or an officer of a legal entity that has a license issued by the
Superintendence, and may not be a director or officer of a registered issuer.
9. Not being a director or an officer of a legal entity that owns 25% or more shares of a legal

entity that has a license issued by the Superintendence, and may not be a director or an
officer of a legal entity that owns 25% or more shares of a registered issuer.

10. Not being carrying out any activity requiring a license issued to natural persons by the
Superintendence.

Article 8. Term of office. The members of the Board of Directors shall hold their posts during an
extendable term of five years, with the exception of the members appointed respectively by the
board of directors of the Superintendence of Banks of Panama and by the board of directors of
the Superintendence of Insurance and Reinsurance of Panama, who shall have an extendable
term of office of two years.

The appointment of the members of the Board of Directors shall be conducted so as to
ensure their staggered renewal. In the event of the premature termination of the tenure of
office of a director, the replacement shall be appointed for the respective remaining term.
Provisional paragraph. In order to enable the staggered renewal of the five directors whose
original Board of Directors is appointed by the Superintendence, the initial appointment shall be
as follows: one director for a term of five years, one director for a term of four years, one director
for a term of three years, one director for a term of two years and one director for a term of one
year.!

4 MODIFIED by article 293 of Law No. 12 of the 3rd of April 2012.
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Article 9. Quorum and decisions. The presence of at least four of its members is required in
order to obtain a valid quorum for meetings of the Board of Directors, in which case four votes
shall be required to approve decisions.

Whenever the quorum is more than four members, the decisions shall be adopted by

majority vote.

Article 10. Functions. The functions of the Board of Directors are:

1.

w

10.

11.

12.

To adopt, amend and revoke agreements implementing the provisions of the Securities
Market Law.
To recommend to the Executive Branch the approval of the regulations of the Securities
Market Law through executive decrees.
To recommend registered issuers to adopt principles of corporate governance.
To adopt rules of good conduct in trading and and ethical standards to be complied with
by the persons subject to regulation and supervision.
To adopt principles, standards, interpretations, guidelines, technical rulings, practices and
general rules established by national or international accounting organizations, which
have to be complied with to prepare financial statements, as well as to adopt their form
and contents, and to establish the form and contents of any other financial information to
be submitted by registered issuers, investment companies, entities with a license issued
by the Superintendence and any other person subject to the provisions of the Securities
Market Law.
Upon the prior favorable opinion of the superintendent, to recognize jurisdictions where
legislation contains sufficient elements to be deemed as a recognized jurisdiction, as
defined by the Securities Market Law. Such recognition may be general or partial, and it
may be revoked or made more encompassing according to the opinion of the board of
directors.
To establish standards, to ensure the independence of those authorized certified
accountants who prepare and examine the financial statements of registered issuers,
investment companies and entities with a license issued by the Superintendence.
To authorize collective class proceedings.
To resolve appeals against the resolutions of the superintendent or resolutions issued
upon delegation by the superintendent.
To conduct a yearly evaluation of the amounts of the fees for registration and supervision,
which may be increased according to the rate of inflation accumulated since the past year
when the last increase was enforced, on the basis of publications of the Office of the
Comptroller General of the Republic. This revision shall imply the prior submission of a
study of those markets competing with the Panamanian jurisdiction, and it shall require
the favorable vote of five of its members. As long as funds originating from surplus exist,
increases in the amounts of the fees may not be applied.
To adopt the procedure for imposing penalties on the basis of the principles and the
guidelines established in Decree Law 1 of 1999.
To approve the goals and objectives of the Superintendence.
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13. To approve or disapprove the draft project of the annual budget of the Superintendence,
which the superintendent has submitted to its consideration prior to the respective
constitutional procedure.

14. To approve the organic administrative structure of the Superintendence and its functions,
and to review it whenever it may deem convenient.

15. To approve the internal rules concerning work, as well as the internal regulations of the
Superintendence.

16. To approve programs of bonuses for the performance of employees of the
Superintendence or any other incentive that may foster their productivity.

17. To approve contracts entered into by exceptional procedures, which require sums higher
than thirty thousand dollars ($30,000.00) and lower than one hundred thousand dollars
(5100,000.00), in accordance with the provisions of the Law of Public Contracting and its
regulations concerning such procedure.

18. To determine the administrative standards required for compliance with the functions
and duties of the Superintendence.
19. To approve the Code of Ethics and Conduct of the Superintendence for its employees and

directors. Among other standards, such Code shall stipulate guidelines in respect of
conflicts of interests, direct or indirect interest in registered securities and regulated
entities, obligations to disclose and separate information, as well as the applicable
penalties.

20. To exercise the other functions stipulated by the Securities Market Law and other
legislation enacted.
The Board of Directors may delegate to the superintendent any function described above,
whenever it may deem necessary and is not in conflict with its duties.

Article 11. Advisory Council of the Board of Directors. The Advisory Council of the Board of
Directors of the Superintendence of the Securities Market is hereby established, and it shall
consist of the organizations, which are formally established in the Republic of Panama and
represent the stock market sector or the investors sector. For these purposes, the Advisory
Council of the Board of Directors of the Superintendence shall, in principle, consist of the
following organizations

1. The Panamanian Chamber of the Capital Market.

2 The Panamanian Association of Securities Sales Agents.
3. The Panamanian Chamber of Securities Issuers.

4 The Panamanian Association of Compliance Officers.

These organizations must formally submit to the Superintendence their representatives
duly chosen among their members. In the event of incorporating other organizations, they shall
first be accredited before the Superintendence of the Securities Market, and for such purposes,
the Board of Directors of the Superintendence shall decide by resolution if they are admitted to
the Advisory Council, whereupon they shall be allowed to designate their respective
representatives.
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The representatives in the Advisory Council shall be designated by the organizations they
represent, for an extendable term of two years, and they shall act with no remuneration or per
diem for the meetings that take place.

Persons who have been penalized by the Superintendence for serious or very serious
misdemeanor may not be representatives in the Advisory Council.

The Advisory Council shall have the function of issuing its opinion before the resolutions,
which the Board of Directors may submit to it, are generally applied, and the opinions of the
Advisory Council will not be binding. Whenever so invited, the President of the Advisory Council
may attend the meetings of the Board of Directors with the right to speak.

The Representatives of the Advisory Council shall be entitled to choose among themselves
both their president and their secretary.

Chapter lil
Superintendent

Article 12. The office of superintendent. The superintendent shall be the legal representative of
the Superintendence and shall be in charge of administering and handling its daily affairs. The
superintendent shall be a full time public official and shall be remunerated with a salary
according to the sum the Executive Branch decides for such purposes. The superintendent shall
be appointed for a period of five years extendable once, and shall be acting as from the first of
January after the beginning of the usual period of the president. However, the superintendent
shall remain in office until the National Assembly ratifies the replacing superintendent. The
superintendent shall attend the meetings of the Board of Directors with the right to speak, except
in the event when the matters to be dealt with, in the opinion of the Board of Directors, should
be discussed without the presence of the superintendent.

The superintendent may not engage in liberal professions or hold positions or engage in
activities that are against, or interfere with the public interest entrusted to the functions
exercised by the superintendent, whether such activities have or do not have remuneration.

In the event that the tenure of office of superintendent ceases prematurely, the
replacement shall be appointed for the rest of the remaining period. In the event of temporary
absence of the superintendent, the president of the Board of Directors shall have the legal
representation of the Superintendence. In such cases, the Board of Directors shall appoint an
officer of the Superintendence as an interim superintendent.

The superintendent shall comply with and implement the agreements and the resolutions
approved by the Board of Directors, and shall supervise the compliance with the rules and
policies established in respect of the securities market.

Similarly, the superintendent shall submit to the consideration of the Board of Directors
the adoption of the decisions that should be adopted by it.

Provisional paragraph. The first superintendent of the securities market shall be appointed upon
the enactment of this Law, and shall remain in office until the 31° of December 2014.
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Article 13. Requirements to hold the office of superintendent:

1.
2.

To be a Panamanian citizen.

To have a university diploma and a minimum of ten years of experience in the private or
public financial sector.

Not being a person who has been sentenced by a national or foreign competent authority
for crimes against the economic patrimony, against the economic system, against Public
Administration, against public trust or against collective safety nor for a crime with a
minimum sentence of four years imprisonment, and may not be a person who has been
penalized by a supervising entity of the financial sector for a serious or very serious
misdemeanor in Panama or in a foreign jurisdiction.

Not being a blood relative within the fourth degree of consanguinity or a kinship relative
within the second degree of affinity or the spouse of a member of the Board of Directors.
Not holding a full time employment in civil service, with the exception of that of a
university professor whose working hours differ from those of the Superintendence.

Not being a person who has been declared bankrupt or in creditors’ meeting by a court
and may not be evidently insolvent.

Not being the direct or indirect owner of shares of an entity having a license issued by the
Superintendence, or of a corporation of a registered issuer, except if the person is a
beneficiary of a trust or a private interest foundation, the terms of which prevent the
beneficiaries from having knowledge or inherence in the investments to be made by the
fiduciary or by the foundation council.

Not being a director of an entity holding shares of a corporation having a license issued by
the Superintendence or of a corporation of registered issuers.

Article 14. Functions of the superintendent. The following are functions of the superintendent:

1.

To resolve the applications for the registration of securities for public offers, as well as
any other applications submitted to the Superintendence according to the Securities
Market Law.

Ex officio or upon a request, to cancel the registration of securities in the
Superintendence.

To suspend the public issuances that infringe provisions of the Securities Market Law or
whenever the law so stipulates.

To issue, suspend, revoke, cancel and refuse licenses granted by the Superintendence
according to the provisions of the Securities Market Law.

To receive notifications in case of branches or subsidiaries to be opened in Panama and
abroad by entities with a license issued by the Superintendence.

To examine, supervise and oversee the activities of entities that have a license issued by
the Superintendence, as well as those of their principal executives, securities brokers and
analysts in respect of the functions inherent to their licenses, as the case may be.

To examine, supervise and oversee the activities of the investment companies.
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To supervise and oversee branches established abroad by entities having a license issued

by the Superintendence, in accordance with the procedures established through an

agreement.

To issue, cancel or refuse the registration of credit rating entities and price appraisal

entities in accordance with the procedures established through an agreement.

To conduct inspections, investigations and proceedings contemplated in the Securities

Market Law, in accordance with the procedure of the Superintendence in respect of

investigations and penalties.

To impose the penalties stipulated by the Securities Market Law.

To authorize the draft of articles of incorporation and amendments related to the

activities of the securities market, in the event of changes of corporate name, fusion,

liguidation and reduction of corporate capital when it implies cash reimbursements of

contributions of entities having a license issued by the Superintendence.

To establish links of cooperation with the supervisory entities of other jurisdictions in

order to strengthen the means of control and to update prevention regulations.

To establish links of cooperation with public or private institutions of a professional or an

educational nature.

To issue certificates in connection with the existence of entities that have a license issued

by the Superintendence or by the National Securities Commission, on the basis of

information existing in the Superintendence.

To issue certificates in connection with the registration of securities in the

Superintendence.

To initiate collective class proceedings through a decision of the Board of Directors of the

Superintendence, and to undertake other actions and measures within its scope, in order

to enforce the Securities Market Law.

To issue opinions expressing the administrative position of the Superintendence in respect

of the application of the Securities Market Law.

To issue the necessary circulars of instructions for the compliance of the Securities Market

Law and the rules implementing it.

To acquire the assets and engage the services required for the proper functioning of the

Superintendence and for executing or conducting the functions entrusted to it by the

Securities Market Law.

To prepare the draft project of the year’s budget, the annual report of activities and

projects of the Superintendence, and submit them to the Board of Directors for its

consideration.

To determine salaries and other remunerations, and to select, appoint, transfer, promote,

grant leaves with or without salary and dismiss employees and officials of the

Superintendence, and to apply the respective disciplinary penalites to them.

To supervise the execution and efficient administration of the annual budget of the

Superintendence.

To approve contracts, through an exceptional procedure, required by the

Superintendence for less than thirty thousand balboas (B/.30,000.00) according to the
9
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cases contemplated in the Law of Public Contracting and its regulations concerning such
procedure.

25. To submit the following documents to the Board of Directors:

a. The unaudited financial statements of the Superintendence. The quarterly reports
shall be submitted not later than two months after the end of every quarter in every fiscal
year, and the annual report not later than two months after the end of the year.

b. Within the same terms as the financial reports, submit the annual and quarterly
reports concerning its work.

c. The monthly execution of the budget.

26. To resolve any matter concerning the administration, which is not expressly reserved to
the Board of Directors, or to another authority.

27. To authorize, modify and revoke exceptions to the use of denominations related to the
securities market, as well as the communications and actions referred to in article 332 of
Decree Law 1 of 1999.°

28. To exercise the other functions entrusted to the superintendent by the Securities Market
Law and by other legislation.

The superintendent may delegate functions on officials of the Superintendence subject to
the decisions and guidelines of the Board of Directors, with the exception of adopting or
modifying opinions.

Chapter IV
Provisions concerning the Members of the Board of Directors and the

Superintendent

Article 15. Removal of the members of the Board of Directors and of the superintendent. Once
appointed, the members of the Board of Directors and the superintendent may not be removed
except for a cause contained in this Law, by the decision of the Plenary of the Supreme Court of
Justice and in accordance with the procedure stipulated in the Judicial Code. The Executive
Branch and the Board of Directors are authorized to request such removal.

The Plenary of the Supreme Court of Justice may order the removal of a member of the
Board of Directors or of the superintendent for having incurred in any of the following causes:
Permanent inability to comply with the person’s duties,
Declaration of bankruptcy or creditors’ meeting or a situation of evident insolvency.
Failure to comply with any of the requirements stipulated for the person’s appointment.
Lack of integrity in exercising the person’s functions.
Repeated and unjustified failures to attend the meetings of the Board of Directors.
Non-compliance with the person’s duties or responsibilities.
A violation of the provisions of the Securities Market Law.
To have been condemned for committing a crime.

~
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Article 16. Conflicts of interests. Whenever the matters to be dealt with in a meeting of the
Board of Directors may imply a conflict of interests of any of its members or of the
superintendent, said member or the superintendent must abstain from attending the meeting. In
the event that the person does not voluntarily abstain, the Board of Directors may formally
request the director or the superintendent, as the case may be, to abstain from attending the
meeting and, consequently, in the decision.

During the year immediately after the end of the superintendent’s term of office or after
the superintendent’s resignation, said person may not work for an entity that has a license issued
by the Superintendence or is under an investigation conducted by the Superintendence.

Article 17. Presumption of legality. Acts of the Board of Directors, of the superintendent and of
the superintendent’s delegates in the exercise of their functions and duties are presumed to be
legal, diligent and of good faith. No demand against them for any of their acts shall imply the
separation from office until the cause has been decided.

Article 18. Protection of the institution. The members of the Board of Directors, the
superintendent and the superintendent’s delegates, as well as any other official authorized by
the Board of Directors through a resolution setting down the reasons, shall be entitled to have
the Superintendence cover the expenses and court costs of their defense whenever any actions,
proceedings, trials or grievances are filed against them due to acts and decisions adopted in
accordance with the Securities Market Law, and in the proper exercise of their duties, functions
and obligations in good faith.

The institutional protection, which this article refers to, shall apply to said officials for acts
conducted in the exercise of their office, even after having ceased in their functions.

In the event that the official is sentenced and that his lack of good faith is proven, said
official shall have to reimburse the Superintendence, within the term indicated by it, for the
expenses incurred in the official’s defense.

The Superintendence shall subrogate the rights of the defendant or denounced party in
order to recover the expenses and court costs. The Board of Directors shall establish and provide
whatever may be necessary for the faithful performance of the provisions of this article.

Chapter V
Decisions of the Superintendence, publicity and remedies.

Article 19. Decisions, opinions and resolutions of the Superintendence. The decisions shall be
limited to the administrative execution of the respective provisions of the Securities Market Law,
in order to enable the Board of Directors and the Superintendent to exercise the powers, which
this legislation grants them. The decisions shall be adopted by the Board of Directors and shall be
generally applicable.
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The resolutions may not be in contravention with the Securities Market Law or the
regulations enacted by the Executive Branch on the matter.

The administrative positions shall be adopted by the superintendent and called opinions,
which shall be generally applicable and binding. The opinions issued by the superintendent shall
be limited to expressing the administrative position of the Superintendence concerning the
application of a specific provision of the Securities Market Law to a given case in particular, but
may not be in contravention with resolutions approved by the Board of Directors or by the
Judicial Branch on the same subject.

The superintendent may issue opinions ex officio or upon request from a interested party
in the matter, and may repeal a previous opinion if it contrary to agreements or opinions issued
afterwards.

Resolutions may be issued by the superintendent or by the Board of Directors. When the
Board of Directors issues them, the resolutions may be generally applicable or applicable to a
single given matter, but when the superintendent issues them, they may only be applicable to a
single given matter.

Article 20. Publication, notification and effective date. The agreements issued by the Board of
Directors, as well as the resolutions generally applicable which it may issue, shall be published in
the Official Gazette and shall come into force and effect as from their enactment unless the
Board of Directors has established a different date.

The opinions issued by the superintendent in exercise of the superintendent’s functions
shall be in force and effect as soon as notified, unless the Superintendence establishes a different
date. Furthermore, such opinions must be published in the Official Gazette.

The resolutions applicable to a single given matter, which are issued by the Board of Directors or
by the superintendent, shall come into force and effect upon being notified, unless provided
otherwise.

Article 21. Emergency measures. In order to prevent real, imminent and considerable damage
caused by a resolution coming into force and effect or because the legal representative of the
entity may not be located in its domicile, the Superintendence may, in order to obtain the
expedite compliance of its purposes, notify the resolution by delivery in person to the principal
executive of the entity.

If no principal executive is found in the main domicile of the entity, notice may be served
by posting the resolution on the door of the entity. In the event of notification by such posting,
minutes of said action shall be drafted and signed by an official of the Superintendence and two
witnesses, and a copy of the resolution shall be printed for two days in a daily newspaper of
general nationwide circulation.

Article 22. Remedies against the decisions of the superintendent. The resolutions of the

superintendent and those issued by delegation of the superintendent’s authority shall admit the

motion of reconsideration, without prejudice to the remedies available in the contentious-

administrative jurisdiction. They shall also admit the motion of appeal before the Board of
12
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Directors. The term for filing any of these remedies shall be five business days after notification.
The resolution deciding the remedy of appeal shall preclude any other governmental remedy. It
is up to the appellant party to file the motion of appeal without resorting previously to the
remedy of reconsideration.

Article 23. Effect of filing remedies. Remedies of reconsideration and appeal submitted against
decisions of the superintendent or issued by delegation of the superintendent’s authority shall be
granted with effects of suspention, with the exception of the following cases, in which they shall
be granted with effects not suspended:

1. If in the opinion of the Superintendence there are serious imminent damages to the
investing public, which may be prevented by the immediate enforcement of the
resolution.

2. Remedies against resolutions issued during proceedings of intervention, reorganization or

mandatory liquidation, as well as resolutions ordering the suspension of operations or
suspension of securities trading.
3. Decisions related to submitting or admitting evidence.

Chapter Vi
Assets and resources of the Superintendence

Article 24. Patrimony and income of the Superintendence. The Superintendence shall have the
following patrimony and income:

1. Public property and rights of use thereof, which may be granted to the Superintendence
for any reason.

2. Transfer of funds received by the Superintendence from the General State Budget.

3. The rates, dues and fines, which the Superintendence may receive according to the

provisions of the Securities Market Law. Concerning fines specifically, unless otherwise
stipulated by a special law, the amount collected shall be allocated by the
Superintendence to a special account, which may be disposed of exclusively in programs
of education for investors.

4, Donations and bequests accepted by the Superintendence.
5. Income derived from its own patrimony.
6. Other properties and assets acquired by the Superintendence for other reasons.

Budget entries allocated to the National Securities Commission shall be transferred to the
Superintendence of the Securities Market when this Law comes into effect, to be disposed of
during the remainder of the period of the General National Budget.

Public officers working in the National Securities Commission shall be relocated in the
Superintendence with the same salaries. The internal organization, structure and other aspects
of personnel existing in the Superintendence shall be maintained. Similarly, all properties and
rights of the National Securities Commission shall become a part of the patrimony of the
Superintendence.
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Article 25. Registration rates. Persons applying to the Superintendence for the following
registrations or licenses shall be subject to paying the following rates:

1.

w

10.
11.
12.

13.
14.
15.

Public offers of securities or derivative instruments, which are subject to registration
according to item 1 of article 115 of Decree Law 1 of 1999, 0.015% of the initial offer
price, with a minimum of five hundred balboas (B/.500.00) and a maximum of fifty
thousand balboas (B/.50,000.00).
However, public offers of renewable programs of negotiable instruments subject to
registration according to item 1 of article 115 of Decree Law 1 of 1999 shall pay 0.030% of
the initial offer price, with a minimum of five hundred balboas (B/.500.00) and a
maximum of fifty thousand balboas (B/.50,000.00).
Public offers of securities of the government of the Republic of Panama, foreign sovereign
debt securities and debt securities of multilateral organizations shall not be subject to the
payment of this fee.
The registration fee shall not apply to securities already registered and authorized in
jurisdictions recognized by the Superintendence.
Securities subject to registration in accordance with item 2 of article 115 of Decree Law 1
of 1999, as well as securities that have been the subject matter of a private offer and
apply for registration, 0.015% of the paid in capital of the respective corporation at the
close of the fiscal year prior to the year when the application is submitted, with a
minimum of five hundred balboas (B/.500.00) and a maximum of fifty thousand balboas
(B/.50,000.00).
Notice of an public offer of purchase shares, ten thousand balboas (B/.10,000.00).
Investment company, two thousand five hundred balboas (B/.2,500.00). This fee shall be
computed per investment company and not on the basis of the funds or sub-funds it may
have.
Modification of the terms and conditions of an issuance, one thousand balboas
(B/.1,000.00). An increase in the amount of the issue shall not be considered as a
modification.
Registration of companies with foreigners as shareholders in accordance with article 150
of Decree Law 1 of 1999, ten thousand balboas (B/.10,000.00).
Stock Exchange license or other exchange license, twenty-five thousand balboas
(B/.25,000.00).
Clearinghouse license, twenty-five thousand balboas (B/.25,000.00).
Broker-dealer firm license, ten thousand balboas (B/.10,000.00).
Investment advisor license, five thousand balboas (B/.5,000.00).
License of fund administrator, ten thousand balboas (B/.10,000.00).
License of Administrative Services Provider for the Securities Market, ten thousand
balboas (B/.10,000.00).
Registration of a credit rating entity, five thousand balboas (B/.5,000.00).
Registration of a price appraiser entity, five thousand balboas (B/.5,000.00).
License of principal executive, three hundred balboas (B/.300.00).
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License of principal executive of a fund administrator, three hundred balboas (B/.300.00).
License of securities broker and analyst, three hundred balboas (B/.300.00).

Application for the termination of registration of securities and investment companies,
five hundred balboas (B/.500.00).

Cancellation of the license of principal executive, of principal executive of a investment
company, and of securities broker and analyst, one hundred and fifty balboas (B/.150.00).
Cancellation of license of stock exchange and of other exchanges, two thousand five
hundred balboas (B/.2,500.00).

Cancellation of clearinghouse license, two thousand five hundred balboas (B/.2,500.00).
Cancellation of broker-dealer firm license, two thousand five hundred balboas
(B/.2,500.00).

Cancellation of fund administrator license, two thousand five hundred balboas
(B/.2,500.00).

Cancellation of investment advisor license, one thousand balboas (B/.1,000.00).
Cancellation of registration of credit rating entity or of price appraiser entity, five hundred
balboas (B/.500.00).

Cancellation of Administrative Services Provider for the Securities Market license, five
hundred balboas (B/.500.00).

Application for shareholding control change in entities with a license issued by the
Superintendence, five hundred balboas (B/.500.00).

Authentication of documents, two balboas (B/.2.00) per page.

Certificates generally, ten balboas (B/.10.00).

Right to an examination for the licenses of securities broker and analyst, principal
executive and principal executive of a fund administrator, one hundred balboas
(B/.100.00) per examination.

Every license renewal permitted by the Superintendence shall pay a renewal fee of the
same amount as the applicable registration fee.

Article 26. Supervision rates. The following registrations and licenses shall be subject to paying
the Superintendence an annual supervision rate as indicated below in detail:

1.

Registered securities, 0.010% of the market value of the registered outstanding securities,
with a minimum of five hundred balboas (B/.500.00) and a maximum of fifteen thousand
balboas (B/.15,000.00) per registered issue.

Public offers of government securities in the Republic of Panama, foreign sovereign debt
and multilateral organizations’ debt securities shall not be subject to paying this fee.
Securities already registered and authorized in jurisdictions recognized by the
Superintendence shall not be subject to paying such fee.

Investment company, 0.0010% of the net average value of the assets of the investment
company during the vyear, in respect of the participation quotas registered in the
Superintendence and sold in the Republic de Panama, with a minimum of five hundred
balboas (B/.500.00) and a maximum of five thousand balboas (B/.5,000.00). This fee shall

15



This Single Text of Decree Law No. 1 of 1999

is adocument prepared by the Superintendence of Securities Market,

as a working document, and is not an official publication, therefore,

if you require an official version, please refer to the Official Gazette N0.26979-A.

be computed per investment company and not on the basis of the funds or sub-funds it
may have.

4, Stock exchange and other exchanges, 0.0020% of the annual amount of trading carried
out, with a minimum of ten thousand balboas (B/.10,000.00) and a maximum of one
hundred thousand balboas (B/.100,000.00).

5. Clearinghouse, 0.0010% of the annual amount of the securities held in custody, with a
minimum of five thousand balboas (B/.5,000.00) and a maximum of one hundred
thousand balboas (B/.100,000.00).

6. Broker-dealer firm, 0.0025% of the annual amount of trading securities and financial

instruments carried out, with a minimum of five thousand balboas (B/.5,000.00) and a maximum

of one hundred thousand balboas (B/.100,000.00).

7. Investment advisor, two thousand five hundred balboas (B/.2,500.00).

8. Fund administrator, five thousand balboas (B/.5,000.00).

9. Credit rating entity, two thousand five hundred balboas (B/.2,500.00).

10. Price appraiser entity, two thousand five hundred balboas (B/.2,500.00).

11. Administrative Services Provider for the Securities Market, two thousand five hundred
balboas (B/.2,500.00).

12. Principal executive and principal executive of fund administrator, one hundred and
twenty-five balboas (B/.125.00).

13. Securities brokers and analysts one hundred and twenty-five balboas (B/.125.00).

14, Renewal of identification sticker of regulated and supervised entities due to change or
deterioration, twenty-five balboas (B/.25.00).

Supervised entity rates stipulated in this article shall continue to be in force until the

Board of Directors determines otherwise.

The Superintendence is expressly authorized to establish surcharges to supervised
entities that fail to make timely payment of the supervision fees applicable to them.

Article 27. Criteria for determining rates. Registration and supervision fees shall maintain a close
relation with the costs, in which the Superintendence hast to incur in order to perform its duties
rationally and efficiently complying with its budget. For this purpose, the Board of Directors of
the Superintendence shall review the fees every year during the process of approving its budget
of income and expenses.

Notwithstanding, if at the end of the term of the budget there is any surplus originating
from the payment of fees, the Superintendence shall transfer such budget to a special account
intended at covering expenses of ensuing budget years.

Should there be a surplus during two consecutive budget years, the Board of Directors
may reduce the fees as it may deem convenient to prevent such surplus in the ensuing years.

Chapter VII
Memoranda of Understanding
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Article 28. Intergovernmental relations. In its relations with the Executive Branch, the
Superintendence shall act through the Ministry of Economy and Finances.

Article 29. Supervision abroad.  Outside of the Republic of Panama’s frontiers, only the
Superintendence shall conduct the supervision of origin of the intermediaries that hold a license
issued by the Superintendence and have branches abroad.

The Superintendence may establish standards, procedures and requirements, which must
be complied with in applying this Chapter.

Article 30. Understandings with foreign supervisory entities. The Superintendence shall reach
bilateral or multilateral understandings with foreign supervisory entities, which may enable it to
carry out the supervision abroad, which this Chapter refers to, and a global evaluation of the
entities that hold a license issued by the Superintendence and are subject to regulation and
supervision according to the Securities Market Law. These understandings shall, inter alia,
specify the criteria applicable to inspections, investigations and exchange of information and
cooperation between entities.

Cooperation with foreign supervisory entities shall be based on principles of reciprocity
and confidentiality, and must strictly abide by the goals of supervision and oversight of the
securities market.

The Superintendence may establish standards, procedures and requirements that have to
be complied with in order to apply this article.

Chapter Vil
Career of official of the securities market

Article 31. Creation. The career of Official of the Securities Market is created, and it shall be
developed by means of a system of administration of human resources, in order to establish the
standards, procedures and the plan of remuneration applicable to public officials working in the
Superintendence, on the basis of merit and efficiency.

Article 32. Objectives. The main objectives of the career are:

1. To guarantee that the administration of the Superintendence’s human resources is strictly
based on the official’s effective and efficient performance in his overall professional
development and an appropriate remuneration according to the needs and the actual
financial situation of the Superintendence.

2. To guarantee fair treatment for all officials with no discrimination due to race, birth,

disability, social class, sex, religion or political orientation.

To guarantee equality of opportunities of advancement.

To achieve an increase in the efficiency of the officials and the Superintendence.

5. To guarantee a working environment in the Superintendence free from pressures and
from apprehensions due to political reasons.

hw
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6. To promote the flow and diversity of ideas, which may lead to dignified officials, who are
conscious of their role in the service of society and who guarantee the Superintendence’s
competitiveness.

7. To promote recruitment and retention of officials who will distinguish themselves by their
capabilities, competence, loyalty and integrity, which are qualities required for holding
positions in the Superintendence.

In the event that any of the provisions of this Chapter is not considered clear, it should be

construed according to these principles and the definitions established in Title | of Decree Law 1

of 1999.

Article 33. Main bodies of the career. The superior bodies of the career of Official of the

Securities Market are:

1. The Board of Directors, which shall be the competent body for adopting provisions, in-
house working rules, manuals and policies required to enforce the standards of the career
of Official of the Securities Market.

2. The superintendent.

3. The National Directorate of Administration of the Superintendence.

The Board of Directors shall operate as regulatory body, and the other two bodies shall
operate as the ones in charge of the execution of the human resources policies of the
Superintendence established in this Chapter, and said main bodies shall act in compliance with
the Political Constitution, this Law and the internal regulations approved for the development of
said policies.

Article 34. Career Committee. The following are duties of the Board of Directors acting as Career
Committee:

1. In connection with the application and development of this Law, to act as a body to be
consulted by the executive bodies of the career.
2. To serve as second instance in connection with appeals submitted against penalties

imposed on Career Officials.
The operations of the Career Committee shall be determined by resolution adopted by the
Board of Directors.

Article 35. Career Officials. Career Officials shall be the ones who have been or are admitted as
Career Official of the Securities Market, according to the procedures stipulated in this Chapter.
The superintendent is not a Career Official.

Article 36. Acquiring the rank of Career Official. The official who begins working in the
Superintendence according to the regulations concerning recruitment and selection established
in this Chapter, and according to the regulations adopted in order to create the career, shall
acquire the rank of Career Official after a trial period of at least two complete consecutive years
with a satisfactory evaluation.
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Selection procedures shall be designed on the basis of professional competence, formal
education, experience and moral stature, which shall be proven by satisfactory means of
evaluation prepared and approved previously according to the provisions of this Chapter.

The persons who, on the date this Law comes into effect, are officials of the National
Securities Commission shall be accepted as Career Officials provided always that they have
already worked for the National Securities Commission for at leas two years and that they fulfill
the requirements and the profile required for the position they hold.

All ranks of Career Official of the Securities Market shall be acknowledged by a formal
recognition.

Article 37. Internal contests. Any official of the Superintendence may choose to participate in
internal contests to be held to fill in vacancies arising in Career Official positions. Should no
personnel comply with the requirements of the position, an external personnel selection process
shall be carried out.

Article 38. Special rights of the Career Officials. Career Officials shall have the rights stipulated in
this Chapter, in the internal regulations of the Superintendence, and mainly but not only the
following rights:

Stability in the position.

Promotions and transfers.

Seniority bonuses.

Leaves with or without salary.

Indemnification for dismissal without just cause.

The stability of the Career Officials shall be subject to effective, productive, honest,
expedite and responsible work, and to treating users and citizens equally, impartially and with
respectful attention.

vk wne

Article 39. Seniority bonus. At the time when the labor relationship with the Superintendence
ends, the Career Official shall be entitled to a seniority bonus at the rate of two weeks salary for
each year of work, up to a maximum of twelve months salary. The computation shall be made
according to the last salary earned by the Career Official. In the event that a given year is not fully
complied with, the Career Official shall be entitled to the respective proportion of the bonus.
The time of continuous work in the National Securities Commission shall be recognized for the
bonus.

Only those Career Officials who cease work because they have resigned or have been
dismissed without just cause or due to a reduction of the work force or invalidity shall receive the
seniority bonus.

Article 40. Manual of policies and procedures. Based on the rules adopted by the Board of
Directors, the Superintendence shall prepare a detailed manual defining the human resources
measures and the procedures to be complied with in order to carry them out, and specifying the
duties and obligations of the officials.
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Article 41. Description and classification of positions. The Superintendence shall prepare a
manual describing and classifying positions. Each position shall have a specific description of the
tasks to be performed and the minimum requirements to hold the position. The descriptions
shall be periodically reviewed and updated.

The classification of positions shall include the respective nomenclature, according to the
definition of the duties, responsibilities and minimum requirements. A grade shall be allocated to
each position according to its complexity and hierarchy.

Article 42. Determining remuneration and salary scale. The Superintendence shall determine a
salary scale on the basis of the classification, the financial situation of the Superintendence, the
conditions of the labor market and the salary standards of Panama, particularly in the securities
market.

At least every two years, the Superintendence shall review its remuneration policy in
order to guarantee to the Career Official a remuneration that will provide proper living
conditions, as well as to respect the principle of salaries equal to the work involved.

Article 43. Policies concerning standard of living and incentives. The Superintendence shall
establish policies or programs of incentives for the Career Officials, with a view to fostering their
productivity, efficiency and competitiveness, as well as to improve their moral, social and cultural
development, and their attitudes toward work.

Policies concerning the standard of living shall establish economic, moral and cultural
incentives strictly based on performance and achievement of the official’s objectives.

Article 44. System of evaluation of performance and productivity. The Superintendence shall
establish a system of evaluation of performance and productivity, which will be the basis of the
systems of remuneration, incentives, qualification and dismissal.

The system of evaluation of performance and productivity is a set of rules and procedures
to evaluate and qualify the performance and productivity of officials. The evaluations and
qualification shall be based exclusively on performance and productivity without any prejudice
whatsoever. This system shall be adopted by resolution of the Board of Directors.

Article 45. Imposing penalties. Failure to comply with the duties, obligations, prohibitions and
other legal or regulation provisions concerning the Career of Official of the Securities Market shall
be considered an administrative infringement.

The provisions of the Internal Regulations of the Superintendence shall also be applied to
such officials.

Article 46. Termination of employment. The official’s employment in the Superintendence shall
terminate in the following cases:

1. Duly accepted written resignation.

2. Reducing personnel.
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Dismissal.

Disability declared by public health services.
Separation due to evaluation of performance.
Demise.

ouhkWw

Article 47. Indemnification for dismissal without just cause. Regardless of the right to stability,
the Career Official may be dismissed from any position by the superintendent at any time and for
any cause, provided that said Career Official be indemnified at the rate of one week salary per
year of work up to a maximum of ten months salary, without prejudice to the accrued seniority
payment. In the event that the official does not complete the last year, the payment shall be
computed in proportion to the period actually worked.

The time worked continuously in the Superintendence shall be recognized, and the basis
for the computation shall be the last salary earned.

The Superintendence shall pay said indemnification for dismissal without just cause within
a term no longer than sixty business days after the right thereto arises.

Article 48. Application of rules in the event of provisions to the contrary. For the purposes of this

Chapter, in case of contrdiction with other rules, the provisions established in this Chapter and in

the rules that determine and establish their administrative interpretation and scope shall apply.
Law 9 of 1994 and amendments thereof shall only apply as supplementary.

Title |
Definitions

Article 49. Definitions. For the purposes of this Law, the following terms shall be construed as

follows:

1. Share or shares. Includes common or preferred shares, any certificates of participation or
of investment and any other titles or rights that represent an interest of participation in a
corporation or in another legal entity or trust, as well as securities convertible into shares,
instruments granting the right to subscribe or purchase shares and any other securities
with similar characteristics as the Superintendence may determine.

2. Financial assets. Include any security, cash money and any other movable property, which

an intermediary may keep in a custody account in favor of a given person, if the

intermediary and said person have agreed to recognize said movable property as a

financial asset subject to Title X of this Law, provided that said movable property has not

been excluded from said meaning by the Superintendence.

Agreement. Every generally applicable decision adopted by the Superintendence.

4, Investment fund administrator. A person to whom, individually or jointly with other fund
administrator, a investment company delegates the power to manage, handle, invest and
dispose of the mutual company’s securities and assets. The investment company

w
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administrator may provide the services usually provided by a administrative service
provider exclusively to investment companies.

Affiliate. A person who directly or indirectly through a different person controls or is
controlled by a different person or is under the same control as said different person.
Sales agent. Shall have the meaning ascribed to item 1 of the definition of offerer
contained in this article.

Analyst. A natural person who works for an investment advisor providing investment
advisory services, and has the License of Securities Broker and Analyst.

Investment advisor. A person that, for a remuneration, is engaged in the business of
advising others in respect of determining the price of securities or the convenience of
investing, purchasing or selling securities or financial instruments or prepares and
publishes studies or reports about securities, and in respect of Forex. This term does not
include accountants, lawyers, professors or other professionals, whose investment advice
is merely incidental in the exercise of their profession, or publishers, producers,
journalists, writers, commentators and other employees of newspapers, magazines,
publications, television channels, radio broadcasting companies or other
telecommunication media, provided always that said persons only communicate criteria
or opinions as part of their job in the media, that they do not directly or indirectly have or
acquire an interest in the securities that are the subject matter of the criteria or opinions
which they express, and that they do not receive any commission or payment for doing so,
except for their usual remuneration for their job or employment in such communication
media.

Stock exchange. A legal entity that maintains and operates facilities where persons meet
to trade financial instruments, or a mechanical, electronic or other kind of system, which
enables to trade financial instruments by matching offers of purchase and sale.
Broker-dealer firm. A legal entity engaging in the business of purchasing and selling
securities or financial instruments for third parties or on its own account. Offering and
opening investment accounts is also understood to be activities of a broker-dealer firm.
This term does not include securities brokers.

Clearinghouse. A legal entity engaging in one or more of the following activities:

a. Keeping records of securities transactions for the purpose of clearing and

settling rights created by said transactions.

b. Keeping records of transfers of securities and guarantees granted for them with
the purpose of establishing the title of property and guarantee rights over said
securities.

(o Keeping security certificates deposited for the purpose of making the transfer of
said securities possible by means of accounting entries.

d. Conducting the activity of custody, administration, compensation and settlement

of financial instruments.

This term does not include broker-dealer firms, members of self-regulatory
organizations, banking or finance institutions that may carry out one or more of the
above-mentioned activities incidentally within their usual course of business. It does not
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include either registration agents or transfers of issuers or any other entities excluded
from this definition by the Superintendence.

Circular. The circular letter or notice addressed to entities holding a license issued by the
Superintendence and established in Panama, whereby instructions are given in respect of
rules to be complied with,

Commission. The National Securities Commission.

Control. For the purposes of the term affiliate contained in this article and in article 56 of

this Law, is the power to exercise directly or indirectly a decisive influence over the management,
the conduct and the policies of an legal entity through the ownership of shares with voting rights,
contractual rights or otherwise. Any person who individually or by agreement with other persons
has the title or the right to cast the vote of more than 25% of the shares issued and outstanding
of a corporation shall be deemed to exercise control of said corporation. Similarly, the person
who has less than 25% does not exercise control of said corporation. Both presumptions may
admit evidence to the contrary.

15.

16.

17.

18.

19.

20.

21.

The Superintendence may identify situations in which control exists regardless of the
ownership of more or less than the percentage mentioned above.
Securities broker. A natural person who works for a broker-dealer firm and purchases and
sells securities or other financial instruments on its behalf, and may also engage in
providing investment advice and promoting and opening investment accounts, in which
cases the person shall have to obtain the respective license from the Superintendence.
Margin account. A contract entered into to make cash transactions for the purchase of
shares for the account of a client, involving amounts higher than the resources provided
by said client, envisaging the settlement of open positions to be carried out completely or
partially with the resources or the securities obtained through the settlement of a
securities purchase transaction, profit, simultaneously or temporary transfer of securities.
Participation quota. Any share, certificate or participation or investment or any other title
or financial right representing a participating interest in a investment company.
Custodian. A legal entity that has the custody of money, securities or assets belonging to
another person.
Trading rights. A set of chattel and real rights, including property rights and pledge rights,
which an indirect holder has in respect of financial assets according to Title X of the
Decree Law.
Domicile. The place where a person is usually active in a job, a profession, a trade or an
industry, or where its main establishment is located. The domicile of legal entities is the
place where they have their main office, their address or administration, and the place
where the legal entity’s branches or agencies are located in respect of acts or contracts of
said branch or agency.
Principal executive. Any executive or employee of a broker-dealer firm, of an investment
advisor, of a fund administrator or of a self-regulatory organization, who has key
responsibilities for the business, the administration, the operations, the accounting, the
finances or the supervision of operations or of the employees of said broker-dealer firm,
of said fund administrator or said self-regulatory organization. The Superintendence shall,
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by means of an agreement, identity the responsibilities, which are to be considered key
responsibilities for the purposes of this term.
Principal executive of an investment fund administrator. Every executive or employee of
an investment fund administrator, who has the responsibility of implementing the
investment policy of a investment company or of a pension fund. This person is deemed
to have key responsibilities concerning the business.
Issuer. A legal entity that has securities issued and outstanding or intends to issue
securities.
Registered issuer. Any issuer having registered securities or an investment company
registered with the Superintendence.
Credit rating entity. Any legal entity whose sole purpose is to provide investors a
professional opinion, updated by rating securities, legal entities or issuers, for which
purposes it must apply to registration with the Superintendence.
Legal entities with a license issued by the Superintendence. The stock exchanges, the
financial instruments exchanges, the clearinghouses, the broker-dealer firms, the
investment fund administrators, the investment advisors, the fund administrator, the
managers of pension funds and other legal entities having a valid license issued by the
Superintendence or by the National Securities Commission.
Price appraiser entity. The one usually and professionally engaged in providing
computation, determination and procurement or supply of prices updated for the
evaluation of securities, derivative financial instruments in markets recognized by the
financial authorities or indexes, as well as in providing information related to said
activities. It excludes the transmission of prices in respect of instruments, through
electronic means, telecommunications or printed material.
Forex or Foreign Exchange Currency Market. The usual transaction of purchase and sale of
currencies at a price or a kind of exchange at the moment of the contract, as an
investment activity and acting for clients with this purpose.
Importance or of Importance. When used in connection with information disclosure
requirements, it restricts the information to that which the holder or purchaser or seller of
a security, or the person to whom such information is addressed, would consider
important at the time of deciding upon a course of action. In determining whether future
or uncertain actions are of importance, their magnitude and the extent to which their
occurrence is a probability must be taken into consideration. In respect of the unlawful
use of privileged information referred to in article 247, information that is not public
knowledge shall be deemed of importance whenever its disclosure may be expected to
have a significant effect on the price of the security.
Registered institution. Any broker-dealer firm, stock exchange, clearinghouse, investment
company or investment fund administrator registered with the Superintendence.
Valid instructions. Shall have the meaning ascribed to it in article 210 of this Law.
Financial instrument. Any contract that creates a financial asset for an entity and creates a
financial liability or an instrument of capital for the other entity. Thus, the financial
instruments include all financial assets and financial liabilities securitized or not
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securitized, as well as their derivatives, the underlying assets of which may be currency,
precious metals and others.

Intermediary. Any clearinghouse or participant in a clearinghouse or bank or broker-
dealer firm, as well as any other legal entity authorized by the Superintendence to keep
custody accounts.

Qualified investors. Natural persons or legal entities engaged in a business that usually
includes trading, for their own account or for third parties, either securities or assets of
the kind that exist in the investment portfolio of a investment company, of a hedge fund
or of a material part of either, or natural persons or legal entities that have signed a
statement expressing that individually, or together with the spouse, they own a patrimony
consisting of no less than one million balboas (B/.1,000,000.00) or its equivalent in
another currency, and who give their consent to be treated as a qualified investors.

I0SCO (International Organization of Securities Commissions).

Recognized jurisdiction. Any jurisdiction which the Superintendence recognizes as having
laws and regulations which, although not the same as the ones in the Republic of Panama,
in the opinion of the Superintendence offer a degree of protection to investors, which is
substantially the same or better than the protection offered by the Panamanian
legislation, and have a regulatory entity that supervises compliance with is said laws and
regulations to the Superintendence’s satisfaction.

Securities Market Law. The law that creates the Superintendence of the Securities
Market, this Decree Law and their regulations.

Over-the-counter market. A market for the purchase and sale of securities or derivatives,
which are not listed in organized stock exchanges.

Member of a self-regulatory organization. A participant in a clearinghouse and any
trading post in a stock exchange.

Offerer. A person engaged in one or more of the following activities:

1) To offer or sell securities of an issuer representing said issuer or an affiliate
thereof, as part of an offer subject to the registration requirements stipulated in
Title V.

2) To buy or acquire from an issuer or an affiliate thereof the securities issued by said

issuer or an affiliate, for the purpose of offering said securities or some of them as
part of an offer subject to the registration requirements stipulated in Title V. If the
person purchasing said securities is engaged in the business of underwriting
securities and maintains the investment in said securities for at least one year or a
different period of time established by the Superintendence, it shall be presumed
that there was no intention of offering or again selling said securities.

3) To purchase or acquire from an issuer or an affiliate thereof, or from another
offerer securities issued by said issuer in a private placement or offer made to
institutional investors exempt from registration, and selling those securities or part
of them again within a period of one year following the last purchase, unless it is
done in compliance with the restrictions and limitations established by the
Superintendence.
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Offer. It is a statement, a proposal or an expression made for the purpose of selling,
transferring or disposing of securities in exchange of the payment of a consideration as
well as any request intended at inducing a person to make an offer to purchase securities
for a consideration. Said expression does not include preliminary negotiations among an
issuer or an affiliate thereof and offerers with a view to a public offer.

Offer to purchase. It is a statement, a proposal or an expression made for the purpose of

acquiring securities in exchange of the payment of a consideration, as well as any request

intended at inducing a person to make an offer to sell for a consideration.

Compliance officer. |s the principal executive who has to see to the faithful compliance

with the Securities Market Law, the prevention of forbidden activities described in the

Decree Law and the faithful compliance with the laws enacted for the purpose of

preventing money laundering and financing terrorism, in the entities with a license issued

by the Superintendence, which are required by law to hire a compliance officer.

Opinion. An administrative position adopted by the Superintendence.

Self-regulatory organization. Any securities exchange, any financial instruments exchange

and any clearinghouse.

Related party. |s the one that is deemed to be linked to the entity if:

a. Said party directly or indirectly through one or more intermediaries, controls or is
controlled or is under the same control as the entity (this includes the parent
party, the dependents and other dependents of the same parent party); said party
has such a participation in the entity that it enables it to control the entity or has a
joint control of the entity.

b. Said party is an associate of the entity, and an associate is understood to be the
entity which the investor controls, and is not dependent and does not have a
participation in a joint business venture.

C. It is a joint business venture, in which the entity is one of the participants. A joint
business venture is understood to be a contractual agreement through which two
or more participants undertake an economic activity under joint control.

d. Said party is any other determined by national or international accounting
organizations.

Participant. Any member of a clearinghouse.

Person. Any natural person or legal entity, including trusts, as well as any State and it

political subdivisions, dependencies, autonomous and semiautonomous entities. When a

provision of this Decree Law requires that a given number of persons be determined, the

legal entities and the trusts shall be considered as one person, except when they have
been established with the intention of evading said provision.

Entitled person. Any person that complies with the requirements stipulated in Article 209

of this Decree Law.

Control. Shall have the meaning ascribed in Article 211 of this Decree Law.

Securities rotating program. Is the program that, once it has been registered and

authorized for a public offer by the Superintendence, does not require that the securities
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it refers to, which have been offered previously within the term of the program, be
registered again with the Superintendence for their public offer.
Beneficial owner. When used in connection with securities, the person or persons that,
being registered or not registered as owner of said securities, are directly or indirectly
entitled to receive the return of said securities, may exercise the power to vote in
connection with said securities, may transfer or dispose of said securities and are entitled
to receive the product of the transfer or disposal of said securities. For the purpose of
establishing the number of beneficial owners of given securities, when two or more
persons are entitled to exercise the above-mentioned rights, all those persons shall be
considered as one sole beneficial owner.
Administrative Service Provider for the securities market. The legal entities that usually
engage in providing exclusive and specialized administration services such as accounting,
secretarial work, handling relations with shareholders, payments, registration and
transfers, as well as other services not related to decisions to invest in legal entities
regulated by the Superintendence of the Securities Market for carrying out activities in the
securities market either in of from Panama.

A seat in the stock exchange. Any member of a stock exchange.

Regulation. Includes executive decrees approved by the Executive Branch to regulate this

Decree Law, as well as the agreements and resolutions approved in the past by the

National Securities Commission, those approved by the Superintendence of the Securities

Market and the opinions issued by either of them.

Internal rules. Articles of incorporation, by-laws and any internal regulations, as well as

other rules generally applicable, which have been approved by self-regulatory

organizations.

Resolution. Any decision individually applicable, which the Superintendence has adopted.

Investment company. A legal entity, trust or contractual arrangement that, by issuing and

selling its own participation quotas, engages in the business of obtaining money from the

investing public through one payment or periodical payments for the purpose of investing
and trading securities, foreign exchange, metals and supplies, chattel property or any
other property determined by the Superintendence.

Private investment company. An investment company managed in or from the Republic of

Panama, whose participation quotas are not offered in the Republic of Panama and whose

articles of incorporation or instrument of trust or constitutional document contains one of

the following provisions:

a. The number of beneficial owners of its participation quotas is limited to fifty or the
requirement that offers be made by private communication and not by public
means of communication.

b. To establish that its participation quotas may only be offered to qualified investors
for a minimum of one hundred thousand balboas (B/.100,000.00).

Private investment companies shall not be considered as registered investment
companies and shall not be subject to the provisions of Chapter Il of Title VIII of this
Decree Law.
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Branch. An office other than the main office, in which an entity, different from a legal

entity, is operating with a license issued by the Superintendence.

Superintendence. The Superintendence of the Securities Market, whose general regular

purpose is to regulate, supervise and oversee the activities of the securities market in or

from the Republic of Panama, fostering the rule of law in all those who take part in the
securities market, and to guarantee transparency, with a special protection of the rights of
investors.

Subscriber. Shall have the meaning of item 2 of the definition of offerer contained in this

article.

Indirect holder. A person to whom an intermediary has recognized trading rights on

financial assets in a custody account by entering such rights in said account. The persons

referred to in Article 233 shall be indirect holders even if the intermediary has not entered
them as such in the custody account.

Third party. A person who enters into a contract for services with a broker-dealer firm, an

investment advisor, a fund administrator or an administrator of pension funds or retiree

funds but is not a party related to such funds.

Transaction between related parties. Any transfer of resources, services or obligations

between related parties, regardless of whether a price is being charged or not.

Security. Any bond, negotiable commercial title or debenture, share (including treasury

shares), trading right recognized in a custody account, participation quota, certificate of

title, trust certificate, deposit certificate, mortgage bond, warrant or any other instrument
or right usually recognized as a security or a security determined as such by the

Superintendence.

Said meanings do not include the following instruments:

1. Non-negotiable certificates or titles that represent obligations, issued by banks to
its customers as a part of its usually offered banking services, such as non-
negotiable certificates of deposit. This exception does not include negotiable bank
acceptances or negotiable commercial securities issued by banking institutions.

2. Insurance policies, certificates of capitalization and similar obligations issued by
insurance companies.
3. Any other instruments, titles or rights, which have been determined by the

Superintendence as not being securities.

Title 11
Broker-dealer firms and investment advisors

Chapter |
General provisions

Article 50. Mandatory licenses. Without considering whether they do or do not provide services
in connection with securities registered in the Superintendence, only those persons having a
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license issued by the Superintendence may engage in the business of a broker-dealer firm or of
an investment advisor, in or from the Republic of Panama.

Broker-dealer firms may engage in the business of investment advisors without being
required to obtain an investment advisor’s license.

Article 51. License Granting. The legal entity applying to the Superintendence for the issue of a

license of broker-dealer firm or investment advisor must do the following:

1. Show that it has the technical, administrative and financial capability, as well as the
necessary personnel to provide the services that are the object of the license, and to
supervise that its directors, officers and employees comply with the regulations of the
self-regulatory organization to which it belongs.

2. Comply with the requirements of this Decree Law and its regulations concerning the
issuance of the respective license and the operations of the business.

3. Comply with the requirements established in Article 79 of this Decree Law and confirm
that its directors and officers also comply with said requirements.

4, Comply with the requirements established in Article 78 of this Decree Law if it is a natural
person.

5. Keep no less than two natural persons residing in Panama, with enough authority to
receive administrative and judicial notices on behalf of the regulated entity.

6. Maintain offices in commercial premises in the Republic of Panama.

7. Submit an application containing the information and documentation required by the

Superintendence in order to prove that the applicant complies with the requirements
necessary for the license to be issued and for its business operations.

Article 52. Suspension and revocation of licenses and other measures. Through a resolution of
the superintendent and according to the seriousness of each case, the Superintendence may (A)
suspend or revoke the license granted to a broker-dealer firm, to an investment advisor, to a
principal executive, to a securities broker or to an analyst, (B) restrict the transactions with
securities, which a broker-dealer firm, an investment advisor, a principal executive or a securities
broker or an analyst may carry out, (C) forbid a principal executive from having any association
with a broker-dealer firm, and/or (D) admonish a broker-dealer firm, an investment advisor, a
principal executive, a securities broker or an analyst, provided that, after serving notice to the
party and allowing said party the opportunity to be heard (except in the event that the
immediate action of the Superintendence is necessary to prevent imminent, substantial and
irreparable damages), the Superintendence may determine that said party:

1. Submitted to the Superintendence an application for a license that contained false or
misleading information in some material issue or omitted material information;
2. Knowingly, submitted reports or documents to the Superintendence containing false or

misleading nformation concerning some material issue or omitted material information,
or did not submit to the Superintendence any rectifying information after becoming aware
of the inaccuracy of the information submitted previously to the Superintendence;
3. Did not comply with a requirement for the issue of the respective license.
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4, Became subject to proceedings or is in a state of voluntary liquidation, dissolution,
insolvency, intervention, reorganization, mandatory liquidation, creditors’ meeting,
bankruptcy or similar proceedings;

5. Incurred in practices that are dishonest or contrary to the securities trading industry;

6. Did not continue to supervise its directors, officers or employees properly as required by
this Decree Law and its regulations; or

7. Infringed or did not comply with the provisions of this Decree Law or of its applicable
regulations or the internal rules of self-regulatory organizations to which the party
belongs.

Article 53. Voluntary cancellation of a license. Upon request of the party concerned, the
Superintendence may cancel the license granted to a broker-dealer firm, to an investment
advisor, to a principal executive, to an investment fund administrator, to a compliance officer, to
a securities broker or to an analyst, provided that the party concerned complies with the
conditions and procedures established by the Superintendence for such purposes, in order to
protect investors.

Chapter i
Broker-dealer firms

Article 54. Authorized activities. The legal entity with a Broker-dealer Firm License granted by
the Superintendence can only engage in the business of brokerage firm, with the exception of
banks and investment fund administrators.

Banks that have obtained a Broker-dealer Firm License may also engage in trust activities
after having obtained the respective license.

However, the legal entity having a Broker-dealer Firm License may provide services and
engage in activities and business related to the business of broker-dealer firm, such as Forex,
handling custody accounts, investment advisory services, granting loans of securities and of
moneys for acquiring securities. It may also conduct the activity of investment management for
investment companies, for which it shall require the License of Investment Manager of
Investment company.

The Superintendence may restrict the activities conducted by broker-dealer firms
whenever in may deem necessary in order to protect the interests of the investors.

Article 55. Net capital and liquidity requirements. Broker-dealer firms shall maintain the
minimum capital necessary to comply with the obligations incurred to their clients and their
creditors, computed on the basis of the regulations concerning net capital, as established by the
Superintendence. Similarly, they shall comply with the liquidity requirements established by the
Superintendence.

The requirements of net capital and liquidity shall be established by the Superintendence
on the basis of the obligations incurred by the broker-dealer firm, its transactions in securities
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and the risks it has assumed. For such purposes, the transactions of the broker-dealer firm on its
own account shall be distinguished from the transactions for third parties.
The Superintendence may not establish net capital or liquidity requirements, which
unreasonably or excessively limit the participation of persons in the securities market.
Broker-dealer firms shall report their compliance with the requirements of net capital and
liquidity according to the form and frequency stipulated by the Superintendence

Article 56. Broker-dealer firm shareholders. The shares of a broker-dealer firm shall be issued as
registered shares. Broker-dealer firms must inform the Superintendence which are the names of
the beneficial owners of their shares, who have the control of the broker-dealer firm, and must
obtain the prior consent of the Superintendence in order to be able to carry out any change of
shareholders affecting the control of the broker-dealer firm.

Article 57. Foreign broker-dealer firms. It shall be deemed that foreign broker-dealer firms are
those that fulfill any of the following requirements:

1. To be organized or formed under the laws of a foreign country or have its main domicile
located outside of the Republic of Panama; or

2. To have a license granted by the proper authority in the jurisdiction within which their main
domicile is located, enabling it to engage in the business of a broker-dealer firm in said
jurisdiction.

Whether in a specific case, by a resolution of the superintendent or in general by means
of an agreement, the Superintendence may exempt a foreign broker-dealer firm from the exact
compliance with some of the provisions of this Decree-Law and the regulations thereof, if it
proves to the Superintendence that it complies with other applicable provisions in the
jurisdiction of its domicile which, although different from the ones in Panama, in the opinion of
the Superintendence, generally provide as a whole a degree of protection substantially the same
or greater than the one provided by Panamanian legislation, and provided that such exemption
does not impair the interests of investors.

Article 58. Relations with foreign broker-dealer firms. Broker-dealer firms may maintain
correspondent relations with foreign broker-dealer firms authorized to operate in jurisdictions,
which the Superintendence has recognized for the purposes of trading securities outside of the
Republic of Panama through said broker-dealer firms. Broker-dealer firms that are subsidiaries
or branches of a foreign broker-dealer firm authorized to operate in an approved jurisdiction
may maintain such correspondent relations with their own parent firm or with an affiliate.
Broker-dealer firms shall report to the Superintendence any correspondent relations established
by them, and they shall send to the Superintendence a copy of the pertinent agreements or
arrangements and amendments thereof, if any.

Securities traded through such correspondent relations shall not be deemed offered in
the Republic of Panama, provided always that the broker-dealer firm does not offer said
securities in public communications media in the Republic of Panama, does not actively solicit
purchase or sale orders in the Republic of Panama in connection with such securities, informs
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investors that such securities are not registered with the Superintendence, and that the purchase
and sale is perfected outside of the Republic of Panama.

Foreign broker-dealer firms that maintain correspondent relations with broker-dealer
firms registered with the Superintendence shall not be deemed to be conducting business in the
Republic of Panama solely because they maintain such relations.

The Superintendence may require a broker-dealer firm to terminate any relations with a
foreign broker-dealer firm whenever it deems that it is in the best interest of investors to do so.

Article 59. Broker-dealer firms offering securities abroad. Banks established in the Republic of
Panama with an international license may obtain a license as broker-dealer firms, and manage or
carry out transactions in securities from their offices in the Republic of Panama with persons
domiciled outside of the Republic of Panama even if such securities are registered with the
Superintendence. If the transactions in securities are carried out between beneficial owners who
are not domiciled in the Republic of Panama, and are perfected, concluded or have effects
abroad, the fees earned by such broker-dealer firms and securities brokers for managing such
foreign transactions from the Republic of Panama shall not be deemed to have been generated
in the national territory.

Article 60. Books, records and financial statements. Broker-dealer firms and securities brokers
shall keep their books, records and other documents of operations in the form prescribed by the
Superintendence.

Broker-dealer firms shall appoint an external and independent certified public accountant
that shall prepare audited financial statements at least once a year in accordance with the
accounting standards adopted by the Superintendence.

Article 61. Submission of reports to the Superintendence. Broker-dealer firms shall submit their
audited and interim financial statements to the Superintendence, as well as the reports which
the Superintendence may require for the purposes of supervising that the broker-dealer firms
and securities brokers comply with the provisions of this Decree-Law and the regulations thereof,
in the form and with the frequency prescribed by the Superintendence.

Article 62. Over-the-counter operations. Broker-dealer firms shall report the prices and volumes
of over-the-counter transactions in registered securities carried out by them, both to the
Superintendence and to investors by means of the press, electronic networks that provide
financial information or by other means authorized by the Superintendence. Such reports shall
be made in the form and with the frequency prescribed by the Superintendence.

Article 63. Sending information to clients. Broker-dealer firms shall send their statements,
confirmations of transactions in securities, their financial statements, rates of fees and other
reports required by the Superintendence, to their clients, in the form and with the frequency
prescribed by the Superintendence.
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Article 64. Investment accounts; handling clients' securities and money. Broker-dealer firms shall
keep their clients' securities and money in investment accounts in accordance with the
provisions established by the Superintendence. The Superintendence shall issue rules of conduct
which broker-dealer firms and securities brokers must comply with in connection with handling
and managing clients' investment accounts and money, transfers of investment accounts
between broker-dealer firms, guarantees given in connection with clients' securities and money,
loans of money or securities granted to clients, and other securities trading operations made
with the latter. In the case of a broker-dealer firm or a securities broker having discretionary
powers in handling a client's investment accounts, such accounts shall be managed with the
diligence and care men usually apply to their own businesses.

Investment accounts may contain securities or cash, provided always that cash is only
incidental and not the main purpose of the investment account. Money deposited in investment
accounts may earn interest as determined by the regulations of the investment account.

Investment accounts offered by broker-dealer firms shall be subject to the provisions
contained in Title X of this Decree-Law.

Article 65. Confidentiality of information. Broker-dealer firms and securities brokers may not
reveal information about their clients or their investment accounts or transactions in securities
carried out by their clients, unless they do so with the client's consent or when the information
must be revealed to the Superintendence by virtue of this Decree-Law or the regulations thereof
or in the event of an order issued by the proper authority according to the law.

Article 66. Ethical standards and conflicts of interests. Broker-dealer firms shall be under the
obligation to deal fairly with all of their clients. The Superintendence shall establish standards of
conduct, which broker-dealer firms and securities brokers must observe, for the purpose of
preventing conflict of interests situations and unfair deals to their clients. In the event that a
broker-dealer firm acts in one same transaction both on behalf of a client and on its own behalf
or on behalf of a third party, the broker-dealer firm must inform it to the client. The
Superintendence may require broker-dealer firms to adopt a code of professional ethics or
adhere to one that has been established by a self-regulatory organization or a securities
exchange association of renowned prestige.

Article 67. Appropriate recommendations. No broker-dealer firm or securities broker may
recommend a client to buy, sell or maintain an investment in a given security, unless it has
reasonable grounds to believe that such recommendation is appropriate for said client, on the
basis of the information provided by the client in an investigation conducted by the broker-
dealer firm or by the securities broker in order to determine said client's investment objectives,
financial situation and needs, as well as any other information about said client, which may have
become known to the broker-dealer firm or to the broker.
The above requirement shall not apply to:
1. Carrying out purchase and sale orders not solicited by either the securities house or the
broker.
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2. Publication of information reports which generally recommend the purchase or sale of a
security.
3. Any other situation, which the Superintendence may determine.

Article 68. Excessive transactions. All broker-dealer firms and securities broker that may be
handling an investment account at their discretion or are in such a position as to determine the
volume and the frequency of transactions in securities to be made in any given investment
account, given the inclination of the client to act according to the suggestions of said broker-
dealer firm or said securities brokers, are forbidden to make transactions which, in the light of
the fees obtained by the broker-dealer firm or by the broker, are excessive either in volume or in
frequency, because of the magnitude and the nature of such investment account, the client's
needs and investment objectives, and the pattern of transactions of such investment account.

Article 69. Profit and loss sharing arrangements and indemnity against losses. All broker-dealer
firms and all securities brokers are forbidden from making any commitment to a client to share
the client's profits or losses in trading securities, or from making a commitment to indemnify a
client for losses sustained by the latter in trading securities. Agreements whereby the broker-
dealer firm's compensation or that of the securities broker is determined on the basis of the yield
of the client's investment portfolio are not forbidden, as well as other agreements, which the
Superintendence may exclude from this prohibition within the guidelines established by it.

Article 70. Prevention of money laundering. In coordination with the Financial Analysis Unit, the
Superintendence shall establish standards of conduct, which the broker-dealer firms and the
securities brokers must comply with, in order to prevent activities related to drug trafficking or
other illegal activities.

Article 71. Compliance officer. The Superintendence may require broker-dealer firms to appoint
a compliance officer who shall be responsible for ensuring that the broker-dealer firm, its
directors, officers, securities brokers and employees comply with their obligations under this
Decree-Law and the regulations thereof. Compliance officers shall be executives.

Chapter lil
Forex activity

Article 72. Forex. The Foreign Exchange Currency Market, with the acronym Forex, is the usual
operation of purchasing and selling currencies at a price or type of exchange at the time when it
was entered into agreement as an investment activity, and acting on behalf of the clients for this
purpose.

The Forex activity, as defined in this Decree Law, shall only be conducted by broker-dealer
firms.
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The Superintendence of the Securities Market is authorized to develop the procedures
and the special and technological requirements, which the broker-dealer firms must maintain for
the exercise of this activity.

Article 73. Exception concerning the Forex activity. The following activities are exempted from
the obligation to obtain a Broker-dealer firm License for the exercise of the Forex activity:

1. The exchange of currencies for its own account.

2. The operations of bank treasuries for their own account.

3. Bank operations, transfers or purchases or sales of the currencies of the banks with a license
issued by the Superintendence of the Banks of Panama, for the account of third parties
exclusively as a consequence of a foreign trade operation.

4. The currency exchange and money remittance firms.

5. Any other that, in an agreement, the Superintendence may define as an exception.

Chapter IV
Investment advisors

Article 74. Activities permitted. Investment advisors may engage in the business of advising
others in connection with the determination of the price of securities or the convenience of
maintaining, purchasing or selling securities and other financial instruments. They may also
prepare and publish financial studies or reports concerning securities and other financial
instruments, advise in respect of Forex and recommend their clients to open an investment
account in national or foreign broker-dealer firms

The investment advisors may manage their clients' securities accounts kept with an
intermediary. In such cases, the may transmit the purchase or sale orders to the broker-dealer
firms, which will carry them out, if the client so authorizes, but they may not maintain custody
accounts.

For the protection of the investing publicc by means of an agreement, the
Superintendence shall regulate the requirements for obtaining a license, as well as the activities
in which the investment advisors may engage.

Article 75. Obligations of investment advisors. Investment advisors shall be under obligation to
provide competent advisory services to their clients; and in the event that they have
discretionary powers to handle a client's investment accounts, they shall manage such accounts
and invest the securities and money deposited in them with such diligence and care as men
usually apply to their own businesses.

Articles 56, 60, 61, 63, 65, 66, 67, 69, 70 y 71 of this Decree-Law shall apply mutatis
mutandis to investment advisors and their analysts.
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Chapter V
Principal executives, principal executives of investment advisors,
compliance officers, securities brokers and analysts

Article 76. Mandatory license requirement. Only the persons domiciled in Panama, who have
obtained the license required by the Superintendence to hold the position, may hold the position
and perform the functions of executive principal, executive principal of an investment advisor,
compliance officer, securities broker or analyst, in an entity that has a license issued by the
Superintendence.

The persons who have obtained the license from the Superintendence but do not have a
permanent domicile in the Republic of Panama may also hold the position and perform the
functions of a securities broker or an analyst.

The entity with a license, in which a securities broker or an analyst work according to the
above shall be jointly responsible for the penalties imposed by the Superintendence for
violations committed by said personnel.

With the exception of the cases established by the Superintendence by an agreement, the
licenses of principal executive, of principal executive of an investment advisor, of compliance
officer, of securities broker or analyst shall expire two years after the date when the holder of
the license ceased having said position or performing said functions, but they may be renewed
following the procedures established by he Superintendence for such purposes.

Article 77. Hiring employees. Broker-dealer firms and investment advisors shall not hire or
employ any person as securities broker or analyst, or appoint as executive principal or a
compliance officer in the Republic of Panama any person who does not have the respective
license issued by the Superintendence.

Within five business days following the beginning or the termination in the position,
broker-dealer firms and investment advisors shall notify the Superintendence the date when any
person begins to hold a position as principal executive, principal executive of an investment
advisor, securities broker or analyst for a broker-dealer firm in the Republic of Panama, and the
date when such person ceases to hold such position.

Article 78. Examinations. Persons applying for licenses as principal executive, principal executive
of an investment advisor, securities broker or analyst must pass examinations regarding the
content of the Securities Market Law, as well as the practices and usage in the securities trading
industry, the rules of self-regulatory organizations authorized to operate in the Republic of
Panama, general accounting and finance principles, as well as ethical standards in the securities
trading industry and measures for the prevention of money laundering and financing terrorism.

The Superintendence may establish different kinds of examinations in the light of the
knowledge required for each type of license. These examinations may be conducted by the
Superintendence or by self-regulatory organizations or by a university or an entity recognized by
the Ministry of Education.
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Article 79. Inability to hold positions. The following persons may not obtain a license of principal
executive, principal executive of an investment advisor, securities broker or analyst:

1. Any person who, during the previous ten years, has been sentenced in the Republic of
Panama or in a foreign jurisdiction for crimes against the economic patrimony, against the
economic order, against the Public Administration, against public confidence or against collective
safety.

2. The shareholders, directors and managers of entities whose required authorization or license
to act as a member of the self-regulatory organization or as a broker-dealer firm or as an
investment advisor or as an investment fund administrator, as a credit rating entity, as a price
appraiser or as a manager of a pensions or retirees fund had been revoked in the Republic of
Panama or in a foreign jurisdiction within the previous five years.

3. Any person whose license to perform the functions of principal executive or principal
executive of an investment advisor or compliance officer or securities broker or analyst had been
revoked in the Republic of Panama or in a foreign jurisdiction within the previous five years

4. Any person who has been declared bankrupt.

5. Any person whom a competent authority has held responsible for a compulsory liquidation.

Title 111
Self-regulatory organizations, credit rating agencies and price appraiser entities

Article 80. Mandatory license. Only the legal entities that have obtained the respective license
issued by the Superintendence may conduct the business of securities exchange or clearinghouse
firm in the Republic of Panama.

Article 81. Requirements for obtaining licenses. The person applying to the Superintendence for

a license as a securities exchange or a clearinghouse must fulfill the following conditions:

1. To prove that it has the necessary technical, administrative and financial capability, as
well as the necessary personnel, to provide the services which the license is being applied
for, in order to comply with the provisions of this Decree-Law and the regulations thereof,
as well as its own internal rules, and to supervise that its members, directors, officers and
employees comply with such provisions.

2. Comply with the capitalization requirements established by the Superintendence. The
Superintendence may establish capitalization requirements applicable to self-regulatory
organizations, which shall be intended at enabling self-regulatory organizations to face
the responsibilities assumed by them in order to protect the interests of investors.

3. Comply with the requirements established by this Decree-Law and the regulations thereof
for obtaining the respective license and for operating the business.
4, Adopt internal rules that shall comply with the requirements established in this Decree-

Law and the regulations thereof.
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5. Comply with the requirements established in Article 79 of this Decree-Law, and confirm
that its directors and officers comply with such requirements.
6. Submit an application containing the information and documents prescribed by the

Superintendence in order to prove that said person complies with the necessary
requirements for obtaining the respective license and for operating the business.

Article 82. Voluntary cancellation of licenses. At the request of an interested party, the
Superintendence may proceed to cancel a license granted to a self-regulatory organization,
provided that such interested party fulfills the conditions and the procedures that the
Superintendence may determine for such purposes in order to protect the interests of investors.

Article 83. The standard for internal rules of self-regulatory organizations. Internal rules of self-

regulatory organizations shall comply with the following:

1. Protect the interests of investors.

2. Promote cooperation and coordination between the persons responsible for processing
information concerning securities, and responsible for trading, providing custody,
compensating and settling securities.

3. Ensure a fair and representative participation of its members in management bodies.

4, Provide that the charges and expenses to be paid by its members are reasonable and
equitably shared by them.

5. Provide that self-regulatory organizations inform the Superintendence about violations of

this Decree-Law and the regulations thereof, committed by its members, directors,
officers and employees, upon becoming aware of such violations.

6. Provide that self-regulatory organizations supervise that their members, directors,
officers and employees comply with their internal rules, and establish disciplinary
proceedings and the respective penalties.

7. Contain provisions to ensure the confidentiality of the operations carried out in them.

The internal rules of self-regulatory organizations may not contain any provisions that:

1. Unreasonably or arbitrarily limit the number of members.

2. Impose unreasonable requirements for admission to its members.

3. Permit unfair discrimination among members or users or in the admission of new
members.

4, Impose rates, fees or fixed charges to be collected by members from their clients or
users.

5. Impose limitations on free competition or impose restrictions to free trade, which are
neither necessary nor convenient to attain the objectives of this Decree-Law.

6. Regulate other areas not related to this Decree-Law or to the objectives thereof.

Article 84. Standard for internal rules of stock exchanges. In addition to the provisions
contained in the preceding article, internal rules adopted by stock exchanges shall comply with
the following:
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1. They shall be so conceived as to prevent deceitful and manipulative practices and actions
or such practices and actions that may affect the transparency of the market, to promote
fair practices in securities trading, and to stimulate the development of an efficient
market.

2. Allow any person having a broker-dealer firm license granted by the Superintendence to
become a member, subject to the provisions contained in Article 87 of this Decree-Law.

Article 85. Standard for internal rules of clearinghouses. In addition to the provisions contained

in Article 83, internal rules adopted by clearinghouses shall comply with the following:

1. They shall be so conceived as to operate a precise, safe and efficient system for the
custody, compensation and settlement of securities, as well as to promote the adoption
and use of international procedures and standards for the custody, compensation and
settlement of securities, and for the integration with clearinghouses existing in the
Republic of Panama and foreign clearinghouses.

2. Allow any securities intermediary to be a member, subject to the provisions contained in
Article 87 of this Decree-Law.

Article 86. Amending internal rules of self-regulatory organizations. Any addition, amendment or
repeal of internal rules of a self-regulatory organization shall be submitted to the
Superintendence together with an explanation of any material changes and reasons for making
them, before it comes into effect.

The Superintendence may, within thirty days after the date of submission, issue an
opinion about the addition, amendment or repeal. In the event that the Superintendence does
not issue any statement within the period stipulated above, the addition, amendment or repeal
shall become authorized without requiring any further action by the Superintendence.

The Superintendence may require corrections to the addition, amendment or repeal of
internal rules of a self-regulatory organization, whenever, in the opinion of the Superintendence,
such addition, amendment or repeal does not comply with the provisions of this Decree-Law and
the regulations thereof.

The Superintendence may reject the addition, amendment or repeal of internal rules of a
self-regulatory organization, whenever, in the Superintendence's opinion, any of the following
situations exists:

1. The self-regulatory organization does not have the necessary technical, administrative
and financial capability to comply with said internal rules as contemplated by the
proposed amendment, or does not have the necessary personnel to supervise that the be
complied with.

2. The internal rules with the proposed amendments do not comply with the requirements
stipulated in Articles 83, 84 and 85 of this Title, as the case may be.
3. The internal rules with the proposed amendments are inconsistent or violate a provision

of this Decree-Law or the regulations thereof.
By means of a resolution of the superintendent, the Superintendence may request a self-
regulatory organization to submit a proposal of amendments to its internal rules then in force
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and effect, if it determines that, due to changes in circumstances or legal or regulatory changes,
said internal rules do not comply with legal or regulatory requirements, or if it determines that
the amendments requested would improve the levels of efficiency, transparency and safety of
the market.

Article 87. Admission of members in a self-regulatory organization. Self-regulatory organizations
may, in any of the following cases, reject or establish the conditions of any application for
membership submitted by a person:

1. If the person does not have minimum technical, managerial or financial capability or does
not have the qualified personnel required by its internal rules.

2. If the person does not carry out the kind of activity required from its members by its
internal rules, or carries out activities forbidden by its internal rules.

3. If the person does not comply with the requirements established by this Decree-Law and
the regulations thereof, for being a member of a self-regulatory organization.

4, If the person has committed dishonest practices or practices contrary to the ethical
standards of the securities trading industry.

5. If the person has been condemned for violations of this Decree-Law, or for violations of a
securities law in a foreign jurisdiction, or for a felony.

6. If the person does not fulfill the criteria established in its internal rules for the purposes of
admission.

Only legal entities with a broker-dealer firm license may be members of a securities
exchange. Similarly, only intermediaries that are legal entities may be participants in a
clearinghouse.

Article 88. Hiring personnel. Self-regulatory organizations shall not hire or appoint as executive
principal in the Republic of Panama any person who does not have the respective license granted
by the Superintendence.

Self-regulatory organizations shall notify the Superintendence the date when each person
begins to hold a position as one of its principal executives, as well as the date when such person
ceases to hold such position in the Republic of Panama.

Persons hired by members of securities exchanges for the purposes of carrying out
operations and transactions in securities in a securities exchange must have a securities broker
license.

Article 89. Rates, fees, contributions and charges. Self-regulatory organizations shall establish
the rates, fees, contributions and charges, which their members will charge. The
Superintendence may only object them in the following cases:

1. If they are not reasonable in the light of the services provided, to the detriment of the
interests of their members or of investors;

2. If they discriminate against any of their members or users.

3. If they impose a fixed limit to the income, which a member may earn.

4, If their members do not equitably share them.
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Self-regulatory organizations shall inform the Superintendence which rates, fees,
contributions and charges they adopt before they become effective, as well as any changes
made. If within a period of thirty days, the self-regulatory organization is not notified by the
Superintendence of its opposition to said rates, on the basis of the provisions of this Article,
together with the reasons to support such opposition, it shall be understood that they have been
approved.

Self-regulatory organizations may not establish mandatory rates, commissions, fees or
charges, which their members must charge for their services to their clients.

Article 90. Supervision of members by self-regulatory organizations, and penalties imposed to
such members. Self-regulatory organizations shall ensure that their members comply with their
internal rules and, according to the provisions of such rules and the seriousness of the case, they
may (A) expel a member, (B) suspend or limit the rights of a member or those of a member's
director, officer or employee, including the transactions which any of them may carry out
through the self-regulatory organization, (C) forbid any person from having any association with
the self-regulatory organization, (D) admonish a member or a member's director, officer or
employee, or (E) fine its member or officer or employee and/or (F) impose any other penalty
established in its internal rules, if the self-regulatory organization determines that such person:

1. During admission procedures, has submitted false or deceitful information to the self-
regulatory organization, and such information would have been material for accepting or
rejecting said person as a member of the self-regulatory organization, or failed to submit
such information.

2. Knowingly submitted reports or documents to the self-regulatory organization, which
contained false or misleading information concerning any material aspect, or failed to
submit material information, or failed to submit rectifying information to the self-
regulatory organization after becoming aware of the inaccuracy of the information
submitted previously to the self-regulatory organization.

3. Failed to comply with a requirement established for becoming a member of the self-
regulatory organization or for becoming a principal executive or a director, officer or
employee of the self-regulatory organization.

4, Is in the process or in a situation of voluntary liquidation, dissolution, insolvency,
intervention, reorganization, compulsory liquidation, creditors' meeting, bankruptcy or
similar proceedings.

5. Has incurred in dishonest practices or in practices against ethical standards in the
securities trading industry.

6. Has failed to properly supervise its members, directors, officers and employees as
required by its internal rules.

7. Has been expelled, or the person's rights have been suspended or limited by another self-

regulatory organization, or the person has been penalized by the Superintendence for
violations of this Decree-Law and the regulations thereof; or
8. Has violated or failed to comply with the rules of the self-regulatory organization.
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Self-regulatory organizations shall notify the Superintendence about the penalties
imposed to its members, and about those imposed to directors, officers and employees of its
members.

Article 91. Disciplinary proceedings. The self-regulatory organization that initiates disciplinary
proceedings against a member or against a director or officer or employee of a member shall
specify the charges made against such member or person, and shall notify said member or person
of the charges made, offer the proper opportunity for the defense of said member or person
against such charges, and submit the evidence supporting the charges in such proceedings, and
for these purposes it shall prepare a detailed file of the case.

Any disciplinary decision of a self-regulatory organization imposing a penalty to a member
or director, officer or employee of a member shall include:

1. A statement containing the facts and the infringement or omission alleged against said
member or person;

2. The internal rules that have been violated, whether by deed or omission; and

3. The penalty imposed and the reasons for such penalty.

Article 92. Summary disciplinary proceedings. Notwithstanding the provisions contained in the
preceding Article, a self-regulatory organization may, without complying with the requirements
of disciplinary proceedings, summarily suspend or restrict the rights of a member or a director or
officer or an employee of such member, and suspend or restrict the transactions which a person
may carry out through a self-regulatory organization, if:

1. Another self-regulatory organization had expelled or suspended such person or restricted

such person’s rights;

2. In view of the financial or operational situation of a member, such an actionis necessary

in order to protect the interests of investors, of other members, of the self- regulatory

organization or of its creditors;

3. A participant or member of a securities exchange fails to honor its obligation to deliver

securities or money, which must be delivered in order to settle or set-off a transaction in

securities;

4, Deceitful or manipulative practices or actions are performed or about to be performed,
or such practices or actions as would otherwise affect the transparency of the market;

5. In the opinion of the self-regulatory organization, it is necessary to take such steps

immediately in order to prevent imminent, substantial and irreparable damage to

investors, to the self-regulatory organization or to its members.

The internal rules of self-regulatory organizations shall stipulate that any person who has
been summarily penalized shall be entitled to disciplinary proceedings to be initiated within the
following ten business days. The effects of the penalty shall continue in effect as long as said
disciplinary proceedings may last.

Article 93. Penalties imposed by the Superintendence to self-regulatory organizations. By
resolution of the superintendent and according to the seriousness of each case, the
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Superintendence may (A) suspend or revoke the license granted to a self-regulatory organization
or to a principal executive of a self-regulatory organization; (B) restrict the transactions in
securities, which a self-regulatory organization or a principal executive thereof may carry out; (C)
forbid a principal executive from having any association with a self-regulatory organization;
and/or (D) admonish a self-regulatory organization or a principal executive thereof, if upon
serving notice to the affected party and after giving such party an opportunity to be heard
(except in the event of immediate action being required in order to prevent material, imminent
and irreparable damage), the Superintendence determines that said person:

1. Submitted to the Superintendence an application for license containing false or deceitful
information on any material aspect or omitting material information;
2. Knowingly submitted to the Superintendence reports or documents containing false or

deceitful information on any material aspect or omitting material information, or failed
to submit the correct information upon becoming aware of the inaccuracy of the
information previously submitted to the Superintendence;

3. Has failed to comply with any one of the requirements for obtaining the respective
license;
4, Has initiated proceedings or is in a situation of voluntary liquidation, dissolution,

insolvency, intervention, reorganization, compulsory liquidation, creditors’ meeting,
bankruptcy or similar proceedings;

5. Has committed dishonest practices or practices contrary to the ethical standards of the
securities trading industry;

6. Has failed to properly supervise its members, directors, officers or employees as
required by its internal rules;

7. Has violated or failed to comply with applicable provisions of this Decree-Law or its

regulations, or has violated or failed to comply with its internal rules.

Article 94. Penalties for members. The Superintendence may supervise and penalize any
member of a self-regulatory organization according to the provisions of this Decree-Law and the
regulations thereof, regardless of any actions which the self-regulatory organization may have
taken or failed to take.

Self-regulatory organizations may participate as third party intervener in any
administrative proceedings before the Superintendence or in any extraordinary remedy intended
to impose a penalty to one of its members.

Article 95. Books, records and financial statements. Self-regulatory organizations and their
members shall keep books, records and other documents concerning their operations in the
form prescribed by the Superintendence.

Self-regulatory organizations and their members shall appoint an external and
independent certified public accountant that shall prepare audited financial statements at least
once a year, in accordance with the accounting standards adopted by the Superintendence.

Clearinghouses, participants in a clearinghouse and securities intermediaries maintaining
custody accounts shall submit to audits balances and inspections by their external auditors,
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either once a year or as often as the Superintendence may determine, for the purposes of
verifying the existence and the situation of the securities under their custody.

Article 96. Submission of reports to the Superintendence. In such form and as often as the
Superintendence may require, self-regulatory organizations shall submit to the Superintendence
their audited and interim financial statements to the Superintendence, as well as any reports
which the latter may require for the purposes of ensuring that self-regulatory organizations and
their members comply with the provisions contained in this Decree-Law and the regulations
thereof.

Article 97. Other obligations of self-regulatory organizations. The provisions contained in
Articles 56, 65, 70 and 71 of this Decree-Law shall apply mutatis mutandis to self-regulatory
organizations.

Chapter |
Self-regulatory organizations

Article 98. Financial instruments exchanges and over-the-counter exchanges. The activity of
financial instruments exchanges and over-the-counter markets shall be regulated by the
agreements issued by the Superintendence in connection with this matter.

The requirements for obtaining the respective licenses, as well as the obligations to report
in order that the Superintendence may exercise its supervision authority shall be established by
agreement.

Chapter i
Credit rating agencies

Article 99. Application for registration. Only the entities that are registered with Superintendence
may carry out the credit rating activity.

The Superintendence shall stipulate the requirements to be complied with by
corporations that submit applications for registration in order to operate as a credit rating
agency.

Article 100. Code of conduct. Credit rating agencies shall have a code of conduct that governs its
acts, as well as the acts of its directors, executives and employees involved in the study, analysis,
opinions, evaluations and assessments of the credit qualities of securities and public or private
entities to which they provide services, and said code of conduct shall abide by existing
international standards concerning this matter, as well as the requirements of the
Superintendence.
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Article 101. Conflict of interests. The shareholders, directors, officers and senior executives of
credit rating agencies may not maintain shares of the capital stock of financial entities, which
they qualify according to the provisions of this Decree-Law or of the regulations thereof, and may
not be shareholders, directors or officers of said entities. Investments in shares representing the
capital stock of investment companies are excepted.

Credit rating agencies may under no circumstances enter into contracts in respect of
securities issued by issuers with which their shareholders, directors, officers and senior
executives may have conflicts of interest.

Article 102. Publicity. Credit rating agencies shall publicly reveal the qualifications, which they
make in respect of securities registered with the Superintendence, as well as amendments and
cancellations through the media stipulated by the Superintendence in provisions generally
applicable.

Credit rating agencies shall send their assessments to the Superintendence on the same
day it is revealed to the public through electronic means.

Article 103. Methods of qualification. Credit rating agencies may not use methods other than
the methods submitted in their application for registration to the Superintendence or in a
subsequent amendment.

Article 104. Preservation of documents. Credit rating agencies shall preserve the assessments
they make, as well as the information and other data or documents that sustain such
assessments and information, during a period of at least five years to be counted as of the date
when they have been revealed, and the Superintendence may have access to such assessments
and other data or documents.

Article 105. Cancellation of the registration. Ex officio or at the request of an interested party,
the Board of Directors of the Superintendence may cancel the registration.

Article 106. General provision. The Superintendence may establish rules, procedures and
requirements, which have to be complied with in respect of the application of this Chapter.

Chapter il
Price supplier entities

Article 107. Price supplier entities. The activities that consist of regularly and professionally
providing the service of calculating and determining updated prices for the purpose of evaluating
securities or financial instruments may only be performed by price appraiser entities.

For the purposes of the Securities Market Law, updated price for the purpose of
evaluation shall be understood to mean the market price and the price obtained in theory by
means of algorithms, technical criteria, statistics and evaluation concerning each security of
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financial instrument. The prices updated for evaluation purposes shall include those related to
repurchase agreement operations and loans of securities, as well as the operations with financial
instruments. The prices updated for evaluation shall include those related to the repurchase
agreement operations and loans of securities, as well as the operations with financial
instruments.

In order to operate as a price supplier entity, the respective registration with the
Superintendence according the procedures, which the Superintendence has established, is
required.

Article 108. Application for registration. Applications for registration in order to be able to
operate as price supplier shall comply with the requirements of the Superintendence and be
submitted with the documents established by the Superintendence.

Article 109. Code of conduct. Price suppliers shall have a code of conduct that governs their own
acts, as well as the acts of its directors, officers, senior executives and employees involved in the
process of calculation, determination and procurement or supply of updated prices, and said
code of conduct shall abide by existing international standards concerning this matter, as well as
the requirements of the Superintendence.

Article 110. Notifying prices to the Superintendence. Immediately after calculating the prices
updated for their evaluation, price appraiser entities shall notify the stock exchanges where the
securities or the financial instruments are traded. Similarly, they shall notify the modifications of
said prices on the same day when they are calculated.

In case unforeseen events take place in the methods authorized, the price appraiser
entities shall inform the Superintendence the alternative procedure for calculating, which they
will use, indicating the reasons that justify its use, at the time of its application.

The reports of the price supplier entities shall be susceptible to objections by the entities,
companies, investors or clients that consider themselves affected by the contents of the report.

By means of an agreement, the Superintendence shall develop the provisions of this
Article.

Article 111. Conflict of interests. Shareholders, directors, officers, senior executives of the
valuation committee of the price appraiser entity may not directly or indirectly maintain shares
representing the corporate capital of firms using the services of the price appraiser entity or act
or be shareholders, directors, officers or executives of said entities. Investments in shares
representing the corporate capital of investment companies are excepted from the above.

Article 112. Preservation of information. Price supplier entities shall preserve the evaluations
they make, as well as the information and other data or documents that sustain such evaluation,
during a period of at least five years to be counted as of the date when they have been
calculated. The Superintendence may have access to such evaluations and to the information or
documents that sustain them.
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Article 113. Mandatory use of price supplier entities. In the absence of prices in the market, fund
administrators shall make use of the information provided by price supplier entities for the
evaluation of the portfolios of the investment funds, which they manage. The broker-dealer firm
shall do the same in connection with portfolios of investments made on their own account.

This Article shall be in force and effect once it is properly regulated by the Executive
Branch.

Article 114. Cancellation of registration and general provisions. The provisions contained in
Articles 105 and 106 of this Decree Law shall apply mutatis mutandis to price supplier entities.

Title IV
Registration of securities and issuers’ reports

Article 115. Mandatory registration. The following securities shall be registered with the
Superintendence:

1. Securities that are the subject of a public offer that requires the authorization of the
Superintendence under Title V of this Decree-Law and the regulations thereof.
2. Securities of issuers domiciled in the Republic of Panama, which, on the last day of their

fiscal year, have fifty or more shareholders domiciled in the Republic of Panama, who are

the beneficial owners of at least ten percent of paid in capital of said issuer (with the

exception of corporations affiliated to the issuer and the issuer’s employees, directors and
officers for the purposes of said calculation.)
3. Securities listed in a securities exchange in the Republic of Panama.

The registration referred to in item 2 shall not be mandatory if the shareholders who
represent seventy-five percent or more of the issued and outstanding capital approve the
continuation as an entity that is not registered under this Decree-Law. A copy of said approval
shall be sent to the Superintendence.

The Superintendence may increase the number of beneficial owners and requirement of
capital referred to in item 2 of this Article and item of Article 127 of this Decree-Law. By means of
an agreement, the Superintendence may also establish exceptions as to the registration referred
toinitem 2.

Article 116. Application for registration. Any issuer whose securities have to be registered with
the Superintendence shall, through a lawyer, submit an application for registration consisting in
two parts: a first part containing the information that has to appear in the prospectus, including
the financial information of the issuer, and a second part containing the additional information
and documents which have to be filed in the Superintendence, but is not required to be included
in the prospectus, such as its formation documents, authorizations and contracts.
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Any application for registration submitted to the Superintendence shall be resolved by it
within a period no longer than thirty days after the date of the submission. However, in the
event that the Superintendence requests additions, amendments or corrections to an application
because it is not complete, is not accurate or clear or does not comply with the requirements of
this Decree-Law and the regulations thereof, the above-mentioned term shall be suspended until
the application is effectively additioned, amended or corrected to the satisfaction of the
Superintendence. In the event that the Superintendence omits deciding in respect of an
application for registration, it shall become authorized without requiring any further action of the
Superintendence.

Article 117. Reports. The issuers whose securities are registered with the Superintendence shall

submit to it the following reports:

1. An annual report within the term established by the Superintendence, which shall be no
longer than one hundred and twenty days after the end of the fiscal year of the issuer.
Said annual report shall contain the audited financial statements of the issuer and such
other information and documentation as prescribed by the Superintendence in
accordance with this Decree-Law and the regulations thereof.

2. Interim reports that shall be submitted with as often as determined by the
Superintendence and shall contain the information and the documentation, which the
latter prescribes in accordance with this Decree-Law and the regulations thereof.

Article 118. Standard concerning the information to be disclosed. The applications for
registration and the reports to be submitted to the Superintendence may not contain false
information or statements about material facts and may not omit information about material
facts, which have to be revealed by virtue of this Decree-Law and the regulations thereof, or have
to be revealed in order that the statements made in said applications are neither misleading nor
deceitful in the light of the circumstances under which they were made.

Article 119. Contents of the application for registration and the reports. The applications for
registration and the reports submitted to the Superintendence shall contain the documents
prescribed by the Superintendence concerning the issuer, its operations, business and securities.

In determining the information and the documents that have to be included in the
applications for registration and in the reports, the Superintendence shall limit itself to
requesting important information and documents, which are of interest to the investors, and it
shall abstain from requesting information and documents that do not comply with said purposes
or impose an unjustified burden on the issuer or the person that has to reveal said information or
said documents. The Superintendence may establish different requirements concerning inter alia
information and documents in keeping with the kind of issuer or security involved or the kind of
investor to whom the offer is addressed.

Applications for registration and reports may contain any other additional information,
which the issuer may wish to include, provided always that it is relevant and it is not information,
which this Decree-Law or the regulations thereof forbid to include.
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The applications for registration and the reports may omit information or documents that
are kept in the files of the Superintendence, provided always that said information or said
documents are in force and effect.

Article 120. Form of the application for registration and the reports. The Superintendence may
adopt the use of models or forms for the purposes of standardizing, simplifying and expediting
the procedures for registration and the submission of reports to the Superintendence.

Every issue of securities shall the subject of a separate application for registration, but the
Superintendence may allow the offer of different securities of the same issuer in a prospectus if
the circumstances so permit without creating confusion in the investors. The Superintendence
may also authorize the registration of programs of issues and framework registrations.

The applications for registration and the reports shall be signed on behalf of the issuer by
the persons determined by the Superintendence.

The submission of applications for registration and the reports may be made through
electronic means or by other means authorized by the Superintendence.

Article 121. Responsibility of the Superintendence in respect of the information. The
Superintendence shall not be responsible for the accuracy of the information or the statements
contained in the applications for registration or in the reports, and may demand that the
prospectuses and other materials of the public offer contain a statement in those terms.

Article 122. Foreign issuers. The securities of issuers organized under the laws of the Republic of
Panama or of a foreign country may be registered with the Superintendence. The registration of a
security of a foreign issuer with the Superintendence and its public offer in the Republic of
Panama shall not only by that reason imply that said issuer is carrying out business in the
Republic of Panama. Foreign issuers shall appoint an attorney-in-fact in the Republic of Panama,
with enough authority to represent them before the Superintendence and to receive service of
administrative and court notifications.

The Superintendence may recognize the validity of registrations of securities made in
recognized jurisdictions and may permit the public offer of said securities or their listing in
securities exchanges established in the Republic of Panama. By means of agreements, the
Superintendence shall regulate the procedure for the recognition of said foreign registrations,
and it shall determine the information and the documents, which shall be submitted to the
Superintendence and sent to investors in such cases.

Article 123. Public announcements. Whenever a material occurrence has taken place unknown
to the public, and if such occurrence were to be publicized, one could expect that it would have a
significant effect on the market price of a security registered with the Superintendence, the
issuer of such security must immediately publish an announcement disclosing and explaining
such occurrence (in the press, through electronic means of publicizing information, television or
other means authorized by the Superintendence), and said issuer shall submit a copy of said
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announcement to the Superintendence and to the securities exchanges in which said security is
listed.

Notwithstanding the above, no issuer shall be obliged to disclose said occurrence as long
as the directors or the management of the issuer have reasonable grounds to believe (A) that
disclosure of said occurrence would significantly impair the interests of the issuer, and (B) that
the persons who have knowledge of said occurrence have not yet traded and are not going to
trade securities of said issuer. In any event, said issuer shall publicize said occurrence if it is
irreversible and by delaying its disclosure it would not prevent the prejudicial impact which it
would have on the issuer, or would not contribute to reduce such impact.

Article 124. Availability of information. Subject to the provisions contained in Article 331 of this
Decree-Law, the Superintendence shall make available to the public without delay any
applications for registration, reports, announcements and other documents and information
submitted to the Superintendence.

Article 125. Information to be sent to investors. The Superintendence may require that issuers
having securities registered with the Superintendence distribute reports and any other
information submitted to the Superintendence, or part thereof, to the holders of such securities,
or that they be publicized for the benefit of investors in such manner and as often as the
Superintendence may determine. As long as the Superintendence does not otherwise provide, all
issuers having shares registered with the Superintendence shall send an annual report to their
shareholders at least once a year, including the issuer's audited financial statements.

Article 126. Publicity material. The Superintendence may establish standards for the form and
content which publicity or information material to be distributed by persons registered with the
Superintendence must comply with, as well as for the publicity or information material to be
used in connection with public offers of registered securities, in order that the information
provided to investors be accurate and clear and does not lead to deceit or fraud.

If at any time in the opinion of the Superintendence any publicity or information material
contains false information or statements concerning material facts, or omits information or
statements concerning material facts which should be disclosed by virtue of this Decree-Law and
its regulations, or which should be disclosed for the statements made in such information not to
be misleading or deceitful (in the light of the circumstances under which they were made), the
Superintendence may order to cease the use of such publicity or information material until it has
been amended or supplemented as the Superintendence may require.

Article 127. Termination of the registration. Either acting on its own initiative or at the request
of the issuer or of an interested party, the Superintendence may terminate the registration of
said issuer or its securities for the purposes of this Decree-Law, and declare that the obligation of
the issuer to submit reports in accordance with this Title,, as long as said issuer complies with the
following conditions:
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1. On the last day of its fiscal year, does not have fifty (50) or more shareholders who are
domiciled in the Republic of Panama and own at least ten percent (10%) of the paid-in-capital of
said issuer (excluding, for the purposes of such calculation, the issuer's affiliated corporations,
employees, directors and officers).
2. Does not have any securities listed in a securities exchange in the Republic of Panama.
3. Does not have securities outstanding, which had been offered through a public offer subject
to the requirements of registration stipulated by Title V of this Decree-Law, unless they are such
equity securities as are referred to under Item (1) above.
4. Submits to the Superintendence an application for the termination of the registration, and
complies with the procedures established by the Superintendence for such purposes.

In order to protect the interests of investors, the Superintendence may establish rules,
procedures and requirements, with which issuers applying for the termination of their
registration with the Superintendence must comply.

Title VI
Public offers of securities

Article 128. Public offers. Public offers or sales of securities to be made by an issuer or an
affiliate or by an offerer in the Republic of Panama shall be registered with the Superintendence,
unless they are exempted from such registration by the provisions of this Decree-Law and its
regulations.

An offer or sale made to persons domiciled in the Republic of Panama shall be deemed to
be an offer made in the Republic of Panama, regardless of whether it is made from the Republic
of Panama or from abroad, unless the Superintendence determines otherwise. The offer or sale
made to persons domiciled outside of the Republic of Panama shall not be deemed to be an offer
made in the Republic of Panama, even if it has been made from the Republic of Panama. The
Superintendence may, by an agreement, determine when an offer made in Internet should be
understood as an offer may to persons domiciled in the Republic of Panama.

Article 129. Exempted offers. The following offers, sales and transactions concerning securities
are exempted from registration with the Superintendence:
1. (Exempted securities) the offer and sale of:
a. (Government securities) securities issued or guaranteed by the State.
b. (International institutions) securities issued by international institutions in
which the State is included.
c. (Others) any other securities which the Superintendence, by an agreement,
excludes from the requirement of registration established under this Title,
within the guidelines established by it for the protection of investors.
2. (Private placements) offers of securities made by an issuer or an affiliate thereof, or by
an offerer of such issuer or affiliate, to no more than 25 persons altogether, or any such
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number of persons which the Superintendence may determine, and which, within a period
of one year, do not have as a result the sale of such securities to more than 10 persons, or any
other number of persons which the Superintendence may determine; but it is understood
that, for these purposes, offers or sales made by the issuer or the affiliates  thereof to
offerers, and offers or sales made by offerers among themselves shall not be taken into account.
The Superintendence shall establish the conditions for ~ successive offers of securities with
significantly similar characteristics to be deemed the offer of the same security for the
purposes of this paragraph. The Superintendence shall issue rules establishing the parameters
within which the offer and subsequent sale of securities that have not been registered with
the Superintendence and have been acquired through a private placement shall be
permitted.

3. (Institutional investors) the offer and sale of securities to institutional investors that,
due to their experience in securities markets, as the Superintendence may determine,
have the knowledge and the financial capability to evaluate and assume the risks
involved in investing in securities, and do not need the protection of this Decree-Law.
The Superintendence shall issue rules establishing guidelines for the offer and
subsequent sale of securities that have not been registered with the Superintendence
and have been acquired by institutional investors shall be permitted. As long as the
Superintendence does not issue rules regulating the offer and sale of securities to
institutional investors, no public offers of securities that have not been registered may be

made on the basis of this exception.

4, (Corporate transfers) within the guidelines established by the Superintendence for the
protection of investors, the offer, sale, distribution, transfer and exchange of securities
between an issuer and holders of securities of such issuer on account of:

a. an offer of shares in order to increase the capital of the issuer, which is
addressed exclusively to the existing shareholders of the issuer;
b. the declaration of dividends in shares or other securities of the issuer;
c. the reorganization, dissolution, liquidation or merger of the issuer; or
d. the exercise of warrants or options previously granted by the issuer.
5. (Employees) the offer and sale of securities, which an issuer makes exclusively to its

employees, directors or officers, or to employees, directors or officers of affiliates, within
the parameters established by the Superintendence for the protection of investors.

6. (Others) any other offers, sales or transactions involving securities which, in its rules, the
Superintendence may exempt from the registration requirement established under this
Title for the protection of investors.

Article 130. Applications for registration of a public offer of securities. The issuer, the affiliate or
the offerer wishing to make a public offer of securities that requires registration
Superintendence, through a lawyer, under the provisions of this Title shall submit to the
Superintendence an application for the registration of said securities according to the
stipulations contained in Title V of this Decree-Law.
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Upon the written request of an affiliate or an offerer wishing to publicly offer or sell
securities of an issuer, the offer or sale of which requires the securities to be registered with the
Superintendence according to the stipulations contained in this Title, unless otherwise agreed,
said issuer shall submit to the Superintendence an application for the registration of said
securities with the Superintendence, or shall deliver to said affiliate or to said offerer the
necessary information or documents for submitting said application for registration to the
Superintendence. Unless otherwise agreed, the issuer is entitled to be reimbursed for the
expenses incurred in connection with such application for registration. The issuer may delay
delivery of information or documents up to a maximum of one hundred and twenty days in the
event that such information or documents have to be updated or are not available.

Article 131. Rejection of an application for registration of a public offer of securities. The

Superintendence may reject the application for registration of a security in the following cases:

1. When the issuer is an issuer registered with the Superintendence, and is not up to date in
the submission of annual and interim reports, which it has to submit to the
Superintendence under this Decree-Law and its regulations.

2. When the prospectus, the information or documents submitted to the Superintendence,
in the opinion of the latter, (A) are incomplete or do not comply with the requirements
established in this Decree-Law or its regulations; (B) contain any false statement in
connection with a material fact, or (C) omit any material fact which, under this Decree-
Law and its regulations, has to be disclosed, or which should be disclosed in order to make
the statements contained therein neither misleading nor deceitful in the light of the
circumstances under which they were made.

Article 132. Content and form of the prospectus. The prospectus shall contain the financial
statements and such information about the issuer, its operations, business and securities as the
Superintendence may determine.

When determining the information to be included in the prospectus, the
Superintendence shall limit itself to requesting that such material information be included as is
relevant for investors to be able to make informed decisions on whether to invest or not to
invest in the securities described in the prospectus, and it shall abstain from requesting
information that does not fulfill said purposes or imposes an unjustified burden on the issuer or
the person under obligation to disclose said information. The Superintendence may establish
different requirements for disclosure of information in the prospectus on the basis of the type of
issuer or security involved or the type of investor to whom the offer is being addressed, among
other things.

The prospectus may not contain false information or untrue statements concerning
material facts, and may not omit information or statements concerning material facts that, under
this Decree-Law and the regulations thereof, must be disclosed, or which should be disclosed in
order to prevent statements made in said prospectus from being misleading or deceitful in the
light of the circumstances under which they were made.
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The prospectus may contain any other additional information, which the issuer may wish
to include, provided that it is relevant, and that it is not information, which this Decree-Law or
the regulations thereof forbid to include.

The Superintendence may allow to include in the prospectus, by way of reference, the
information contained in applications for registration and in reports previously submitted to the
Superintendence in the event that the Superintendence believes that such information has been
properly disclosed in the market, and that its being included in the prospectus by way of
reference will not be prejudicial to investors.

The Superintendence may exempt a person from including information in the prospectus
if, in the opinion of the Superintendence, it will not be prejudicial to investors and if such person
submits such reasons to the Superintendence as in the opinion of this latter would justify such
exemption.

Article 133. Use of the prospectus in public offers of securities. No issuer or affiliate thereof or
offerer may offer securities that, under this Title have to be registered, if such an offer is not
made through a prospectus authorized by the Superintendence or through a preliminary
prospectus submitted to the Superintendence.

The Superintendence may establish by agreement the standards applicable to the use and
distribution of the prospectus in connection with public offers according to the provisions
contained in this Decree-Law. The Superintendence may establish exceptions regarding the use
of the prospectus when such use is not necessary for the protection of investors.

Article 134. The period prior to registration with the Superintendence. As long as the resolution
approving the application for registration of a given security does not come into force and effect,
neither the issuer nor an affiliate of the issuer nor any offerer may buy or offer to buy or sell or
offer to sell the securities which said application for registration refers to.

However, the contracts for subscription entered into by the issuer or by an affiliate of the
issuer with the subscribers of the latter, as well as the contracts entered into by subscribers
among themselves shall not be subject to the restrictions set down in the preceding paragraph.

Before an application for registration of a given security with the Superintendence is
submitted to the Superintendence, the issuer may not, without justification, carry out activities
or publicize information in any way that does not conform with its past practices or the usual
course of its business, if doing so may have bearing on the market before the public offer is
made, as the Superintendence may determine.

Article 135. The period of registration with the Superintendence. As from the date when an

application for registration of a given security is submitted to the Superintendence, the following

activities will be allowed, provided that none of them constitutes a firm obligation to buy or to

sell such security:

1. The issuer, its affiliates and their respective subscribers may offer such securities to
sales agents.
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2. The issuer, its affiliates and their respective subscribers and sales agents may solicit
purchase indirect orders from other persons.

Offers and solicitations of purchase orders made during this period must be accompanied
by the delivery of the preliminary prospectus or this latter must follow shortly after. During this
period no information or written publicity material may be distributed except for the preliminary
prospectus or other material authorized by the Superintendence.

The preliminary prospectus shall be a prospectus prepared according to the requirements
stipulated in Article 132 of this Decree-Law, but it may omit the total amount of securities
offered, the offer price of the securities, the interest rate paid by the securities, the fees and
expenses related to the sale of the securities and any other similar information which the
Superintendence may determine.

The preliminary prospectus shall contain in its cover a text clearly indicating that the
securities described in it are in the process of being registered with the Superintendence, and
that the information contained in the prospectus is subject to change.

The preliminary prospectus may be used as from the date when the application for
registration is submitted to the Superintendence, and its use must cease on the effective date of
the registration.

During this period no publicity shall be made in connection with the securities, unless it
has been approved by the Superintendence.

Article 136. The period following registration with the Superintendence. As from the effective
date of the resolution approving the registration of a security with the Superintendence, offers of
such securities may be made in any form whatsoever, provided always that they are preceded or
accompanied by the final prospectus authorized by the Superintendence.

As from the effective date of the Superintendence, offers and solicitations made during
the period of registration for indirect orders to purchase such securities on the basis of the
preliminary prospectus may be accepted and completed. Acceptance and completion of offers
and solicitations for indirect orders shall be subject to receipt of the final prospectus, except in
such cases as the Superintendence may determine.

The final prospectus must continue to be used during the period of the public offer of
securities authorized by the Superintendence.

Any final prospectus shall be updated by a new prospectus or by a supplement in the
following cases:

1. Immediately whenever, during the period of an offer there is an occurrence (A) the
result of which is that a statement made in the prospectus in connection with some
material fact proves to be false or (B) a fact that should be disclosed in registration of a

security with the order to ensure that a statement contained in the prospectus in
connection with some material fact will not be either misleading or deceitful in the
light of the circumstances under which it was made; and

2. within thirty (30) days following the date of submission of the issuer’s annual report to
the Superintendence.
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If in the opinion of the Superintendence a prospectus at any time contains false
information or statements concerning a material fact or omits disclosing information concerning
material facts which, under this Decree-Law and its regulations, should be disclosed in order to
ensure that the statements contained in the prospectus are neither misleading nor deceitful in
the light of the circumstances under which it was made, the Superintendence may order that the
use of said prospectus and/or the public offer be suspended until such time as the prospectus has
been modified or supplemented as the Superintendence may require.

Title VI
Soliciting voting powers

Article 137. Soliciting voting powers, authorizations and consents. Any person of group of
persons acting in concert and soliciting voting powers, authorities or consents from more than
twenty-five (25) beneficial owners of registered securities in connection with any matter or
meeting must comply with the provisions of this Title and the agreements issued by the
Superintendence concerning the procedure of distribution and the use to be made of such
solicitation, the information that has to be disclosed in it for the benefit of shareholders and the
form of such solicitation.

Solicitations for voting powers, authorities and consents, which the Superintendence
considers convenient to exclude from the application of this Title, shall be excluded, provided
that such exclusion does not impair the interests of investors.

Article 138. Notifying the Superintendence. The Superintendence may require that copies of
solicitations for voting powers, authorities and consents be sent to it before they are actually
used, and it shall forbid their use if it determines that they do not comply with the requirements
stipulated in this Decree-Law or its regulations.

Article 139. Content and form of solicitations. When determining which information has to be
included in the solicitations referred to under this Title, the Superintendence shall limit itself to
requesting that they include such material information as may be relevant for shareholders to be
able to make informed decisions about the matter or the meeting involved in the solicitation for
voting powers, authorities or consents, and it shall refrain from requiring information that does
not serve this purpose or information that imposes an unjustified burden on the person who has
to disclose the information. The Superintendence may establish different requirements for
information disclosure on the basis of, inter alia, the kind of matter or meeting which the
solicitation for voting powers, authorities or consents refers to, the particular issuer or the
security involved or the kind of shareholder to whom the solicitation is addressed.

Solicitations for voting powers, authorizations and consent may not contain false
information or statements concerning material facts, or omit information or statements
concerning material facts which, under this Decree-Law and its regulations, should be disclosed
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in order to make the statements contained in said solicitations neither misleading nor deceitful in
the light of the circumstances under which they were made.

Solicitations for voting powers, authorizations and consents may contain any other
additional information which the person making the solicitation may wish to include, provided
that it is relevant and that it is not information which this Decree-Law and its regulations forbid
to include.

Title VIII

The public offer to purchase shares

Article 140. Public offers to purchase shares. Any person, including the issuer, who publicly
makes an offer in the Republic of Panama to purchase of shares of an issuer registered with the
Superintendence amounting to twenty-five percent or more of the capital stock issued and
outstanding of such issuer or for such an amount of shares when, as a result of the purchase,
such person acquires more than fifty percent of the capital stock issued and outstanding of such
issuer, shall notify the Superintendence and comply with the provisions of this Title and the
agreements issued by the Superintendence concerning the procedure for distributing the
documents containing the offer; the information to be disclosed in such documents, and the
form of such documents, for the purposes of establishing an equitable procedure for all parties
involved.

In addition, the Superintendence shall issue agreements on the content and the form of
the replies and the recommendations to be made by the issuer, its board of directors or other
persons in connection with the acceptance or rejection of the public offers to purchase shares.

Public offers to purchase shares which the Superintendence may consider convenient to
exclude from the application of this Title shall be excluded, provided that such exclusion does not
impair the interests of investors.

Article 141. Notice of public offers to purchase shares. The notice referred to under the
preceding Article shall be submitted to the Superintendence either before or at the time when
such person launches the public offer for the purchase of shares. A copy of said notice shall also
be delivered promptly to the issuer and to the securities exchanges in the Republic of Panama
where the shares being offered are listed.

This notice shall contain such information as the Superintendence may stipulate, and a
copy of the documents to be used in making the public offer for the purchase of shares, and such
documents shall contain the terms and conditions of the offer.

Article 142. Content and form of the documents of the offer. In determining the information to
be included in the documents to be used in making a public offer for the purchase of shares, the
Superintendence shall limit itself to require the documents to include material information that
is relevant for the shareholders to be able to make informed decisions whether to accept or
reject such offer, and it shall refrain from requesting information and documents that do not
fulfill such purpose or any that would impose an unjustified burden on the issuer or the person

57



This Single Text of Decree Law No. 1 of 1999

is adocument prepared by the Superintendence of Securities Market,

as a working document, and is not an official publication, therefore,

if you require an official version, please refer to the Official Gazette N0.26979-A.

that should disclose said information. The Superintendence may establish different
requirements of disclosure of information taking into consideration, inter alia, the kind of issuer
or the kind of security involved or the kind of investor to whom the offer is addressed.

Documents to be used in making a public offer to purchase shares may not contain false
information or statements concerning material facts, and they may not omit information or
statements concerning material facts which, under this Decree-Law and its regulations should be
disclosed, or any that should be disclosed in order to make the statements contained in said
solicitations neither misleading nor deceitful in the light of the circumstances under which they
were made.

Documents to be used in making a public offer for the purchase of shares may contain
any other additional information which the person making the solicitation may wish to include,
provided that it is relevant and that it is not information which this Decree-Law and its
regulations forbid to include. The person making the offer may freely determine the terms and
conditions, except for the provisions contained in this Title.

Article 143. Suspension of the offer by order of the Superintendence. If, in the opinion of the
Superintendence, at any time the documents to be used in making a public offer for the purchase
of shares, or any other publicity or information material related to such offer were to contain
false information or untrue statements concerning material facts, or if they were to omit
information or statements under this Decree-Law and its regulations, should be disclosed, or any
which should be disclosed in order to make the statements contained in such documents neither
misleading nor deceitful in the light of the circumstances under which they were made, the
Superintendence may order the suspension of the use of said documents or the public offer to
purchase of shares, or both things, until said documents are amended or supplemented as the
Superintendence may require.

Article 144. Period of time and equal conditions for the offers. The period for acceptance of a
public offer to purchase shares may not exceed thirty days to be counted as from the date when
they are made.

Any public offer to purchase shares registered with the Superintendence must be made
on equal terms and conditions to all holders of such shares, and the same purchase price must
be paid by all of the holders of such shares who accept the offer.

Article 145. Public offer of exclusion. When a public offer to purchase shares means that the
offerer will have direct or indirect control of seventy-five percent of the common shares issued
and outstanding of the issuer, the offer shall, on the same terms and conditions, extend to the
rest of the common shares that are not acquired. The holders of said shares shall have a term of
thirty business days or a longer term to accept or reject the offer if it is so established by it.

Article 146. Pro rata purchases. In the event that offers to sell sale are made for a number of
shares greater than the one stipulated in the public offer to purchase, the offerer shall acquire
the shares in proportion to the acceptances received.
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Article 147. Revocation of acceptances. Any holder of shares who has accepted a public offer to
purchase shares may revoke his acceptance before the end of the term of the offer.

The person making a public offer to purchase shares may reserve the right to withdraw
the offer at any time and for any reason whatsoever.

Article 148. Changes in the terms and conditions of the public offer to purchase shares. Any
change in the terms and conditions of a public offer to purchase shares registered with the
Superintendence shall be notified immediately in the same way in which the initial offer was
distributed to shareholders, and in such case the offer shall be extended for a period of at least
fifteen days in addition to the days stipulated in the initial offer.

Article 149. Ban of purchase of shares outside of the offer. No person or affiliate thereof having
made a public offer for the purchase of shares registered with the Superintendence, including
the issuer, may directly or indirectly acquire shares of the same class other than as stipulated in
said offer and within the established term of the offer.

Article 150. Corporations with foreign shareholders. Corporations organized under the laws of
the Republic of Panama and those organized under foreign laws that have a domicile in the
Republic of Panama or are authorized to do business in the Republic of Panama, and have more
than three thousand shareholders, the majority of which are domiciled outside of the Republic of
Panama, which are to register with the Superintendence or are already registered when this
Decree-Law comes into force and effect expressly for such purpose; and that maintain permanent
offices in the Republic of Panama with full time employees and investments in the national
territory exceeding one million balboas (B/.1,000,000) shall be protected by the system against
hostile offer.

Title VIII
Investment Companies
Chapter |
General Provisions

Article 151. Non-applicability. The scope of application of this Title shall exclude:

1. The system of savings and capitalization of the pensions of public officers created by
Law No. 8 of 1997, as long as the Superintendence does not provide otherwise.
2. Those investment companies, which the Superintendence may deem convenient to

exclude from the application of this Title, provided always that such exclusion does not impair
the interests of investors.
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Article 152. Types of investment companies according to the option of redemption.
Investment companies may be of the open-ended or of the closed-end type. The
Superintendence may establish different rules for each of these types of investment companies in
keeping with their particular characteristics.

Companies offering their investors the right to request from time to time the redemption
of all or part of their participation quotas at the net asset value after deducting fees, charges and
expenses described in the prospectus shall be considered open-ended investment companies.
Open-ended investment companies may issue a variable number of participation quotas.

Investment companies not offering their investors the right to request redemption of their
participation quotas before the liquidation of the investment company or allowing for
redemption only in extraordinary circumstances as provided, charges and expenses or (2) those
permitting redemption only under extraordinary circumstances shall be considered closed-end
investment companies. Closed-end investment companies may not increase their authorized
capital but they may ask for additional capital contributions from their participants as provided
by the articles of incorporation.

Closed-end investment companies may become open-ended investment companies
according to the provisions of the articles of incorporation or trust instrument or contract
whereby they have been organized, as the case may be.

Article 153. Types of investment companies according to risks. Investment companies may be
classified by the Superintendence according to the kind of risk associated with certain
investment, objectives and policies, or the types of portfolios and assets, or the levels of leverage
or liquidity and other guidelines, which it may deem appropriate. The Superintendence may
establish different rules for each of these categories of investment companies according to their
particular individual characteristics. The Superintendence shall establish specific standards for
investment companies investing in real estate, for those investing in options, futures and
derivatives, as well as for those investing in money market instruments.

The Superintendence may forbid the use of words in the prospectus, in publicity material,
in the name or the trade name of investment companies or fund administrators, which may, in its
opinion, lead to confusion or deceit or do not properly describe the risks assumed by an investor
when investing in the investment company.

Article 154. Permitted structures. Investment companies having only one class of participation
quotas and only one investment portfolio (simple investment companies), investment companies
having multiple series of participation quotas with each of such participation quotas representing
an interest in an a different investment portfolio (umbrella investment companies), investment
companies having multiple classes of participation quotas, with class under different terms as to
payment of fees and expenses in subscription, redemption and administrative services (multiple
class investment companies), investment companies that, in turn, invest solely in another
investment company (principal fund fed by other funds) or in other investment companies (fund
of funds), and any other structure which the Superintendence has not forbidden may register
with the Superintendence.
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Article 155. Increase of authorized capital. Unless the articles of incorporation provide
otherwise, investment companies organized under the laws of the Republic of Panama may, by
resolution of the company’s board of directors, amend their articles of incorporation in order to
increase their authorized capital for the purpose of issuing more shares than those originally
provided for in the articles of incorporation.

Article 156. Series and classes of shares. The board of directors of an investment corporation
organized under the laws of the Republic of Panama may amend the articles of incorporation of
the investment company for the purposes of creating new series and classes of participation
guota without the consent of the shareholders, provided always that the costs in connection with
the fund administrator, the investment advisor, the custodian, the publicity and other operating
expenses be assumed by the series or class giving rise to them, or in the event of ordinary
expenses, that they be assumed by all of the series and all of the classes in proportion to the net
asset value per participation quota of each series or class.

All participation quotas of the same series or class shall have the same rights and
privileges. Notwithstanding the above, classes belonging to the same series may be subject to
different terms as to payment of fees and expenses in subscription, redemption and
administrative services.

Chapter i
Registered investment companies

Article 157. Mandatory registration. The following investment companies shall register with the
Superintendence and shall be considered registered investment companies:

1. Companies that offer participation quotas to the public in the Republic of Panama must
register with the Superintendence according to the provisions of Title V of this Decree-Law.
2. Companies managed in or from the Republic of Panama, unless they are considered as

being private investment companies according to Chapter Il of this Title.

Article 158. Investment companies managed in or from Panama. A investment company shall be
deemed to be managed in or from the Republic of Panama in any of the following cases:

1. If the investment company appoints a fund administrator in the Republic of Panama.

2. If the main domicile of the investment company is located in the Republic of Panama or its
prospectus or other publicity material indicates that it is located in the Republic of
Panama.

3 If the investment company appoints a custodian in the Republic of Panama.

4, If the number of directors required for adopting a resolution of the board of directors of

the investment company (or trustees or empowered persons with similar powers) are
domiciled in the Republic of Panama.

61



This Single Text of Decree Law No. 1 of 1999

is adocument prepared by the Superintendence of Securities Market,

as a working document, and is not an official publication, therefore,

if you require an official version, please refer to the Official Gazette N0.26979-A.

An investment company shall not be deemed managed in or from the Republic of Panama
only because of the mere fact of the existence of one of the following circumstances:

1. The investment company is organized or constituted under the laws of the Republic of
Panama.

2. The investment company has a domicile in the Republic of Panama that is not its main
domicile, if it may not be inferred otherwise from the prospectus or publicity material,
which it uses.

3. If one or more of its directors, officers, trustees, attorneys-in-fact or employees have

their domicile in the Republic of Panama, provided that the individuals required for the
investment company to adopt resolutions are not domiciled in the Republic of Panama.

4, If its administration services such as accounting, secretarial, registration and transfer
services, as well as other similar ones are provided to the investment company in or from
the Republic of Panama.

The Superintendence may, by an agreement, identify other cases where a investment
company should or should not be deemed to be managed in or from the Republic of Panama.

Article 159. Registration with the Superintendence. Before beginning operations in the Republic
of Panama, the investment companies referred to under Article 157 of this Decree-Law must
register with the Superintendence.

The form and content of applications for registration, of the prospectus and other
publicity material of investment companies shall be determined by the Superintendence
according to the provisions contained in Titles IV and V of this Decree-Law. Notwithstanding the
above, the prospectus of investment companies shall contain a detailed description of the
following subjects: investment objectives and policies, level of leverage, mechanisms for
subscribing participation quotas (and, as the case may be, redeeming them), method of
calculation of the net asset value per participation quota, fees and charges, dividend and
distribution policies, and a detailed description of both the investment company’s administrator
and the custodian of the investment company, as well as any other information which the
Superintendence may stipulate.

Article 160. Investment objectives and policies. Registered investment companies shall have
investment policies and objectives that must appear described in the prospectus. The
Superintendence may establish rules for the form and content, which the descriptions of the
objectives and investment policies to be made in a prospectus must have in order that the
prospectus may adequately describe the risks associated with such investment policies and
objectives.

The prospectus shall indicate the procedure required for registered investment companies
to modify their investment policies and objectives.

Article 161. Subscription of participation quotas. Open-ended registered investment companies
may only sell their participation quotas at their net asset value plus fees, charges and expenses
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described in the prospectus, with the exception of the initial subscription period, and in such case
subject to the guidelines established by the Superintendence.

Registered investment companies may only sell participation quotas for money in cash or
for securities or other assets on conditions authorized by the Superintendence and described in
the prospectus, but under no circumstances in exchange for services.

Article 162. Redemption of participation quotas. Registered investment companies may 