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WITHHOLDING TAX OBLIGATION FOR PAYMENTS MADE  

TO NON-RESIDENTS 

 

During 2015 , the Government of the Republic of Panama has issued two laws (Law 27 of 

2015 and Executive Decree 263 of 2015) giving this way full effect to the reforms related to 

the tax treatment of remittances abroad contained in the Tax Code and the Executive 

Decree 170 of 1993, statutory income tax (collectively the "Provisions" ). 

 

Regarding payments made abroad, the Provisions contain modifications concerning the 

taxable income produced within Panamanian territory, as a result of this, reforms Section 

E, Paragraph 1, Article 694 and Section K of Article 733 were modify by establishing as 

taxable income and therefore subject to withholding, the income from Panamanian 

sources received by a person not resident in the Republic of Panama, paid or credited by: 

 Public entities 

 Non taxpayers of income tax 

 Taxpayers who are currently in loss. 

 

As a result of the wording used on the articles regarding the remittances abroad, it is made 

clear that there is a withholding obligation for these cases regardless of: (i) if the paid 

service affects the production of income from Panamanian sources or its conservation 

and/or; (ii) if the payment is made to be considered as a deductible expense for the person 

who made the payment. 

 

In light of the foregoing, we conclude that the deductibility of expenses is not decisive to 

determine there is no obligation to withhold when it comes to payments made by any of 

the three parties described above to non-domiciled persons, since the withholding 

obligation takes full effect and persists as a result of these reforms.  

Finally, there is no withholding obligation for the three parties described above only in the 

following cases:  
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For any further questions or legal assistance regarding the enforcement of these tax 

reforms among your day to day operations, please don’t hesitate in contacting us. 

 

 
Mayrolis Parnther 

Associate 

mayrolis.parnther@ariaslaw.com 

 

Tax Rate Form Presentation Date Exemptions Legal Basis

Withholding payments related to the 

provision of services of non-domiciled 

(legal persons) in Panama which also 

benefits a domiciled tax payer in 

Panama. 

50% of the 

amount paid
5 / 929

Within the 10 calendar 

days following the 

payment or 

accreditance. 

(i) If the income generated by the 

resident in Panama, use to pay the 

service provided by the non resident, 

exclusively comes from foreign sources;

(ii)If the non-domicile is registered as a 

taxpayer in Panama.

Art. 694, 699 y 

733 of the 

Fiscal Code.

Withholding payments related to the 

provision of services of non-domiciled 

(natural persons) in Panama which also 

benefits a domiciled tax payer in 

Panama. 

50% of the 

amount paid
5 / 929 / 33

Within the 10 calendar 

days following the 

payment or 

accreditance. 

(i) If the income generated by the 

resident in Panama, use to pay the 

service provided by the non resident, 

exclusively comes from foreign sources;

(ii)If the non-domicile is registered as a 

taxpayer in Panama.

Art. 694, 699 y 

733 of the 

Fiscal Code.
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