OFFICE OF THE PRESIDENT’S CHIEF OF STAFF

EXECUTIVE DECREE Nº 1

(dated 3 January 2001)

Regulating the implementation of Law Nº 42, dated 2 October 2000

THE PRESIDENT OF THE REPUBLIC

By the powers vested in her

WHEREAS:

Law Nº 42, dated 2 October 2000 established measures for preventing Money Laundering Crimes;

Decree Nº 163, dated 3 October 2000, reformed Decree Nº 136, dated 9 June 1995, and the Financial Analysis Unit created for preventing Money Laundering, as such crime may be defined in the Criminal Code; and

It is up to the Executive Branch to regulate the implementation of the new dispositions incorporated in Law Nº 42, dated 2 October 2000, and Decree Nº 163, dated 3 October 2000, respectively.

DECREES:

Article 1: The Control and Supervisory Bodies of each reporting entity are obliged:

a) To oversee compliance with sending statements about cash and quasi cash transactions for amounts in excess of TEN THOUSAND DOLLARS (US$ 10,000.00), which should be sent by the Reporting Entities to the Financial Analysis Unit.

b) To carry out periodical inspections at the Reporting Entities, in order to verify that they do keep records of the name of the clients, their address and identification number.

c) To impose such fines on the Reporting Units as established in Article 8 of Law Nº 42, dated 2 October 2000, on their own initiative on request of the Financial Analysis Unit, according to the seriousness of the fault and the degree of repeated offenses. The amount of the fine shall be remitted to a special account for the Financial Analysis Unit, within the budget of the Security Council, with the only purpose of training and teaching staff and acquiring information tools and equipment as well as other resources enabling a high specialization level.

d) To apply such measures as may be necessary for the Reporting Entities to comply with the dispositions in Law Nº 42, dated 2 October 2000.

ARTICLE 2: The Control and Supervisory Bodies for the Reporting Entities are the following:

a) The Banking Superintendency, for Banks and Trust companies.

b) The National Directorate of Commerce at the Ministry of Trade and Industries, through the corresponding General Directorates for Exchange or Remittance Houses, Financing Companies and Real Estate Brokerage and Development companies.

c) The autonomous Panamanian Co-Operative Institute (IPACOOP by its Spanish initials), for Savings and Loans Co-Operatives.

d) The National Securities Commission for Securities firms, Brokerage houses, Stock Brokers and Investment Managers.

e) The Colon Free Zone Management for the companies established in the Colon Free Zone

f) The National Lottery.

g) The Gaming Control Board at the Ministry of Finance and Economics for Casinos and other establishments engaged in betting and gaming and gambling.

h) The Insurance and Reinsurance Superintendency at the Ministry of Trade and Industries for Insurance and Reinsurance companies as well as for Reinsurance Brokers.

ARTICLE 3: In order to prevent that any operations be carried out with or on funds from unlawful activities related to Money Laundering, whether to hide the unlawful source of such funds or to ensure a benefit thereof by any person, each reporting entity should:

1) Record the following, on the forms established thereto by the Financial Analysis Unit (UAF by its Spanish initials) for the prevention of Money Laundering Crimes:

a. Payments or Collections in cash money for amounts in excess of $ 10,000.00

b. Deposits or withdrawals in cash money for amounts in excess of US$ 10,000.00

c. Payments or Collections in quasi cash money for amounts in excess of $ 10,000.00

d. Deposits or withdrawals in quasi cash money for amounts in excess of US$ 10,000.00

2) Verify, at the end of each work week, if several successive close-by operations as alluded to in sub-sections a, b, c and d of Section 1 of this Article, for less than $ 10,000.00 when considered individually, add up in total to more than US$ 10,000.00, and if so, the Reporting Entity shall draw up a record of the accrued value thereof at the end of each work week and on the forms established thereto, about the operation(s) alluded to in those sub-sections respectively.

The amounts corresponding to the transactions that have to be reported, coming from collections made abroad by a Reporting Entity, or when acting on behalf of same, its executives, workers, agents or representatives, or third parties, shall be included by the Reporting Entity itself in the corresponding record for the work week in which the respective amounts were received in Panama.

Those forms should be filled out diligently for each operation that qualifies according to this Article. One form shall be diligently filled out for each operation or item.

Reporting Entities shall report such operations to the Financial Analysis Unit (UAF) that qualify according to this Article in the following manner:

a) Reporting Entities shall remit to the Financial Analysis Unit (UAF) for preventing Money Laundering Crimes, within the five (5) first days of each month, a report about the aggregate amount of the month’s operation that qualify according to this Article, with details indicating only the number, date and amount of the corresponding invoices, on the forms established thereto by the Financial Analysis Unit for preventing Money Laundering Crimes.

The Reporting entity shall conserve each form diligently filled out as well as the documents substantiating each operation for a period no less than five (5) years, as from the date of the respective form or document, as may be the case.

ARTICLE 4: For the exclusive effects of this Executive Decree, the following significance shall be attributed to the concepts indicated hereunder:

1. Supervision and Control Bodies: the Banking Superintendency, the Ministry of Trade and Industries, the Autonomous Panamanian Co-Operative Institute (IPACOOP), the National Securities Commission, The Colon Free Zone Management, the National Lottery, the Gaming Control Board of the Ministry of finance and Economics, the Insurance and Reinsurance Superintendency at the Ministry of Trade and Industry.

2. Reporting Entities: Banks, Trust companies, Exchange or Remittance Houses, natural or juridical persons engaged in Money Remittance or Exchange activities, whether this is their main activity or not, Financing Companies, Savings and Loans Co-Operatives, Stock Exchanges, Securities Centrals, Securities Houses, Stock Brokers, Securities Brokers and Funds Managers, companies established in the Colon Free zone, other free zones and processing zones, the National Lottery, Casinos and other establishments engaged in Betting, Gaming and Gambling, Real Estate Brokerage and Development companies, Insurance and Reinsurance companies and reinsurance Brokers as well as Savings and Loans Co-Operatives.

3. Successive close-by operations: Those produce in the same work week.

4. Quasi Cash: Checks (Cashier’s, Traveler’s and others) and payment orders made out to bearer, with blank endorsement and issued, received or deposited at the same date or on close-by dates in the same work week and/or by one and the same drawer or drawers at the same location.

5. Client: Such natural or juridical person for whose account the operation with the Reporting Entity is being carried out, once occasionally or habitually, regardless of the existence of any more general contractual relationship established previously between the parties.

ARTICLE 5: The dispositions in this Executive Decree shall not prevent that, in addition thereto, regulatory and supervisory entities establish such measures for the Reporting Entities they regulate and supervise as may contribute to compliance with the objectives of Law Nº 42, dated 2 October 2000.

ARTICLE 6: This Decree shall come into force as from its promulgation.

LET THIS BE COMMUNICATED AND PUBLISHED.

Given in the city of Panama, Republic of Panama, on the 3rd day of the month of January of the year two thousand and one (2001).

MIREYA MOSCOSO

President of the Republic

IVONNE YOUNG

Presidential Chief of Staff



