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1.  Are shareholders’ agreements frequent in Panama?
Shareholders agreements are very frequent in medium and large corporations.
2.  What formalities must shareholders’ agreements comply with in Panama?
Panamanian law does not establish any formal requirements for shareholders´ agreements in general.  However, as a general contract, it shall fulfill the essential requirements of contracts – i.e., being formalized in writing an essential requirement.
It is important to take into account, however, that the Articles of Incorporation of the relevant corporation are to be amended to reflect the terms of the agreement existing between its shareholders.
3.  Can shareholders’ agreements be brought to bear against third parties such as purchasers of shares or successors?
To the extent that the Articles of Incorporation have been amended to reflect the existence and the terms of the shareholders’ agreement then yes, the shareholders’ agreement can be brought to bear against third parties. In this context, the Articles of Incorporation would reflect the shareholders’ agreement.
4.  Can a shareholders’ agreement regulate non-company contents?
Yes, it is possible, since Panama does not have laws preventing shareholders’ agreements from regulating non-company matters, in addition to customary corporate issues.
For example, shareholder’s agreements are commonplace when licensing intellectual property rights, management rights, and obligations, provision of goods or services, among others.
5.  Are there limits on the term of shareholders’ agreements under the law of Panama?
No, Panamanian law does not include limits on the term of shareholders’ agreements and therefore the general rules of law apply.  It would be advisable to give some consideration to a constitutional regulation that limits the restrictions to the domain of assets to up for 20 years.  In this context, any restriction to the transfer of shares that go beyond 20 years could be deemed to be contrary to public order and declared invalid by a court of law.  
6.  Are shareholders’ agreements related to actions by directors valid in Panama?
Yes, they are, provided that the Articles of Incorporation have been amended to reflect the shareholders’ agreement.
7. Does the law of Panama permit restrictions on transfer of shares?
Keeping in mind the limitation explained in section 5 above, yes, the law of Panama permits restrictions on transfer of shares and any such limitation must be indicated in the Articles of Incorporation to make it enforceable.
8.  What mechanisms does the law of Panama permit for regulating share transfers?
Panamanian Law of Corporations does not establish a particular mechanism regarding the transfer of shares.  Therefore, any and all mechanisms agreed by the shareholders would be valid, provided the Articles of Incorporation have been amended to reflect the shareholders’ agreement.
The most common mechanisms adopted by the shareholders through shareholders’ agreements are:
a) Rights of first refusal.  In this agreement the shareholder wishing to sell his/her shares must first offer them to the holders of the first refusal right.  If the holders of the right do not buy the shares, the shareholder can freely sell the shares to a third party.

b) First option.  This is a variation of the right of first refusal in which the holder has a preferred right to purchase the other shareholders’ shares.

c) Prior Consent Required.  It is mainly used for the constitution of liens on the shares held by the signatories of the shareholders’ agreement.

d) Buy-sell Agreements. These impose on one or more of the shareholders the obligation to sell or buy their shares in certain circumstances.
9.  In Panama do by-laws tend to be tailor-drafted, or do they tend to use standard formats?
They tend to be tailor-drafted to fulfill the specific needs and purposes of the shareholders.
10.  What are the motives in Panama for executing shareholders’ agreements?
Motives vary depending on the sophistication of the parties involved, international trends, and good and bad experiences in high-profile cases in the market.
Shareholders’ agreements tend to have a variety of purposes that include: (a) regulating election of directors, (b) deciding on the activities to be undertaken by the company, (c) regulating how the company is to be financed and shareholders’ obligations, (d) regulating exercise of share preference or purchase-sale rights (puts or calls), (e) establishing particular rights, such as nominating certain executives, selling the company certain inputs with a preference, or receiving certain periodic information, (f) establishing specific obligations of certain members, such as providing technical assistance, (g) protection of minority shareholders’ rights, among others.
11.  What contents tend to be included in shareholders’ agreements in Panama?
Considering the shareholders’ agreements are not particularly regulated under Panamanian law, their content is flexible and varies in accordance with the purposes and needs of the shareholders, especially in regard to certain focuses that the shareholders may want to keep from the public records.
12.  What determines the content included in shareholders’ agreements in Panama?
The specific needs and objectives of shareholders determine the contents of shareholders’ agreements. As indicated before, corporations tend to be incorporated by standard by-laws and shareholders’ agreements become the instrument to regulate in more detail aspects such as additional rights or prerogatives beyond those legally established corporate practices.
13.  What are the most common types of clauses in shareholders’ agreements in Panama?
Some of the most common contents are:
a) Voting rules; special quorums for specific types of decisions/resolutions;

b) Economic rights and obligations (dividends or other types of distributions);

c) Conditions or limitations to the transfer of shares;

d) Rules for capital contributions made by the shareholders to the company;

e) Provisions with respect to the corporation’s governance;

f) Audit procedures to determine the price of put or call rights;

g) Confidentiality, and severability or non-compete provisions.
14.  What mechanisms does the law of Panama permit to ensure participation of minorities on the board of directors and its control?
Panamanian law is spare regarding the responsibilities of the members of the board of directors, as the Panamanian Law of Corporations is conceived as extremely liberal and flexible, designed as a model of corporations with offshore operations.
Being that the case, there is a lack of particular provisions to ensure participation of minorities on the board of directors and its control. Given this reality, the available alternative is to include particular provisions in the Articles of Incorporation to ensure minority rights and corporate governance regulations to counterweight this situation.
15.  Is it possible in Panama to ensure minority shareholder control by means of a shareholders’ agreement?
Yes, it is possible to establish minority shareholder control through a shareholders´ agreement, provided that the Articles of Incorporation have been amended to reflect the shareholders’ agreement.
16.  What are the usual valuation mechanisms in connection with rights of first refusal or share transfer regulations?
[bookmark: _GoBack]The practice varies depending on the nature of the entity and the assets it holds.  Book value, net worth assets, cash flow, times revenues, etc., are all part of shareholders’ agreements.
17.  Is it admissible for a shareholders’ agreement clause to refer dispute resolution to the courts other than those of Panama and/or under a law other than that of Panama?
Not only is it admissible, it is very frequent as well, to include a clause referring to dispute resolution between shareholders to courts other than those of Panama and/or under a law other than that of Panama.
On the matter of governing law, the parties my choose a different one, but although Panamanian courts tend to recognize the will of the parties in an agreement, they may deem the choice of law to be a matter of public policy and therefore declare void such clause.
18.  Is it admissible for a shareholders’ agreement to include an arbitration clause with seat outside Panama and/or under a law other than that of Panama?
Yes, as a general rule it is admissible for a shareholder’s agreement to include an arbitration clause with seat in or outside Panama.
Panama is a party to the 1958 New York Convention on Recognition and Enforcement of Foreign Arbitral Awards. As a rule, courts will recognize an arbitration clause, even with seat abroad.
On the issue of governing law, please refer to comments in section 17 above.
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