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PANAMA STOCK EXCHANGE 
“KNOW-YOUR-CLIENT” MANUAL  

 
 

Introduction 
 
The Bolsa de Valores de Panama, S.A., is a company registered on fiche 220191, roll 
257191, image 108 of the Mercantile Section in the Public Registry, and authorized by the 
National Securities Commission to operate a Stock Exchange within the Republic of 
Panama via Resolution No. 349 dated March 30th, 1989, and with this procedure manual 
adopts certain “Know-your-Client” guidelines and procedures to ensure immediate 
detection and identification of suspicious transactions that may be transacted through it, 
as per Law No. 41 of October 2nd, 2000 that “establishes measures to prevent the crimes 
of Money Laundering and the Financing  of Terrorism” and with Agreement No. 1-2005 of 
February 3rd, 2005 by which the National Securities Commission “establishes a code of 
conduct the Stock Exchange must comply with to prevent the crimes of Money Laundering 
and the Financing  of Terrorism”.   
 
I. Description of  the Organizational Structure 
 
The Panama Stock Exchange1 is made up of and managed by the General Meeting of its 
Shareholders, the Board of Directors, the Executive Committee and the General Manager.   
 
The Board of Directors is made up of nine Main Directors and their corresponding 
Alternate Directors, who may be involved in one or more committees to which they may 
delegate any or all their authority.  The Board of Directors is in charge of controlling and 
directing the company’s businesses and will exercise different functions and attributions, 
two of which are appointing the General Manager approving the appointment of the 
other executive officials.   
 
The Executive Committee is composed of the company’s Dignitaries and the General 
Manager, who is designated by the Board of Directors, and is integrated  by a President, a 
Vice-president, a Treasurer, a Secretary and the General Manager.  
 
The Board has an Executive Vice-president and a General Manager, entrusted with ample 
representation and management powers, who will administratively manage the Stock 
Exchange.   
 

                                                        
1 The Panama Stock Exchange is operated by the Bolsa de Valores de Panama, S.A. and these terms are 
virtually interchangeable in this document.  
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The General Manager of the Stock Exchange will name a Compliance Officer who will have 
a Main Executive license issued by the National Securities Committee. The Compliance 
Officer will be a high level officer within the hierarchical structure of the Stock Exchange 
and will report on his functions as an officer to the Board of Directors, the corresponding 
Auditing and Supervising Committees, and to the General Manager.   
       
                                                                                                        
II. Description of  the services offered by the Stock Exchange  
 
The Panama Stock Exchange is a company constituted according to the Laws of the 
Republic of Panama in order to operate a Stock Exchange and other exchange, financial, 
and similar activities.  
  
The Stock Exchange is a place where stock purchase and sale transactions are made 
through a negotiation system, whether it be electronic or open-outcry, besides the 
registration of issues to be negotiated and any other activity authorized by the Panama 
Stock Market.  
 
1) Admitting securities to be negotiated at the Stock Market;  
2) Publishing and updating securities prices listed at the Stock Market;  
3) Organizing the approximation between buy and sale orders for securities;  
4) Registering, calculating, and billing stock-market transactions;  
5) Organizing auctions;  
6) Disseminating information on stock prices and the financial situation of the market 

and the registered companies, and  
7) Any other service the Board of Directors may authorize from time to time.  
 
III. Institutional Commitment  
 
The Stock Exchange shall comply with the current policies and legal norms established to 
prevent and avoid Money Laundering and the Financing of Terrorism by complying with 
the Know-your-Client Policy, keeping direct supervision when conducting “in Situ” 
inspections to its Members to verify that they in turn comply with current legislation; 
executing a continuous training program with employees to prevent Money Laundering 
and the Financing of Terrorism through talks, seminars, conferences within and outside 
the organization by reviewing document and information regarding the matter and other 
guidelines determined by the Law.    
 
The controls established will be supervised by the Stock Market´s Compliance Officer, who 
will report on them to the Supervising Committee as established in the Supervision 
Manual.  
 
IV. Operational Procedures 
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In compliance with the rules under Law 41 and Law 42 of October 2nd, 2000, Law 22 of 
May 9th, 2002, Law 50 of July 2nd, 2003, and the Agreement 1-2005 Rules, the Stock 
Exchange makes these ““in situ”” inspections and utilizes the Guidelines found in this 
Manual’s Attachment 1. 
 
The Stock Exchange supervises its members through these “in situ” inspections to verify 
the Exchange Seat Holders comply with the required standards regarding Money 
Laundering and the Financing of Terrorism established by current legislation. This 
inspection is based on the Panama Stock Market´s Internal Regulations and Agreement 1-
2005 of the National Securities Commission (Attachment 2). 
 
The Compliance Officer prepares an “in situ” inspection program for Exchange Seat 
Holders by randomly assigning a visitation date. 
 
On the day of the corresponding Seat’s inspection, a presentation letter is prepared and 
signed by the Stock Manager or his appointee and addressed to the Seat’s Main Executive, 
indicating the name of the Compliance Officer who will perform the inspection as per the 
attributions conferred by Law Decree 1 of July 8th, 1999, Article 54, Number 6, “by which it 
is disposed that self-regulated organizations control that their members comply with the 
internal regulations of the Stock Market, Section 3.7 letter (i), which allows the Stock 
Exchange to oversee all operations and activities of their members”.  
Once announced, he requests the necessary documents to inspect “in situ”, which are 
listed below:  

 
 The Exchange Seat Holder’s organization chart, verify if the exchange Seat Holder’s 

administrative structure is adequate and functional. 
Make sure there is a segregation of functions.  

 
 Know-your-Client Manual, verifying that the files that are sampled comply with 

procedures established in Agreement 1-2004 of the National Securities 
Commission (“NSC”).  

 
 Verify the Exchange Seat Holder’s investments are separated from those of their 

clients.   
 

 Select buy and sale order to samples and determine whether the Exchange Seat 
Holder has archived all attached information in a sequential numerical basis by 
verifying the following:  

 
 Transaction date, Liquidation date  
 Issuer’s Name  
 Type of Market (P) (S) 
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 Amount Negotiated  
 Transaction number  
 System transaction confirmation  
 Client’s instruction to purchase or sale  
 Compensation debit or credit voucher  
 Securities deposit or withdrawal voucher  
 A confirmation has been sent to the client  

 
 Verify the effective funding date to the clients’ accounts. Compare the information 

against compensation from interest, capital, and amortization payments.  
 
 Verify delivery to clients of the confirmation letter with real operational data 

(amount, price, commission and net amount) and that the copy bears the client’s 
accepting signature.  

 
 Verify the brokers use the negotiation system correctly according with the Stock 

Market’s procedure manual. No broker should keep a negotiation window open 
when he’s not present. Verify the Seat Holder’s number and the broker’s number 
as shown on the screen. The broker should always log out of the system or change 
to a passive mode option whenever he’s not present.   

 
 Verify the account statements are issued, their periodic mailing and how they are 

forwarded to the clients.  
 

 Verify if they have a backup line and request a test. 
 
At the end of the inspection, he prepares a report with the discrepancies found and it is 
forwarded to the Main Executive along with a copy of it the Exchange Seat Holder’s 
Compliance Officer. Said report is followed up so that any discrepancies are resolved or 
corrected. All documentation resulting from the inspection is archived in the Exchange 
Seat Holder’s special file.   
 
Every event happening during the inspections should be reported to the Audit Committee 
of the Stock Exchange’s Board of Directors.  
 
Likewise, we note that on paragraph III of the Stock-Market Operational Supervision 
Manual, approved by the NSC in Resolution No. 7-2005 of January 14th, 2005, the 
functions the Compliance Officer are to correctly supervise the Members’ actions.   
 
Securities Stock liquidation takes place by making an entry into each of the Exchange Seat 
Holders’ accounts kept at Latin Clear.  Monetary liquidation of the transactions, including 
commissions generated in favor of the Panama Stock Exchange, are equally done in Latin 
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Clear via charges or deposits into each of the Exchange Seat Holders’ accounts where, at 
the end of the day, the account closes and the debit or credit balances are transferred one 
at a time via de clearinghouse at the Banco Nacional de Panama. Each Seat Holder should 
have lines of credit authorized by their bank in order to make the daily liquidation as a 
requisite to operate an Exchange Seat.  
 
The Stock Exchange forbids liquidating Stock Exchange transaction’s in cash, thus 
eliminating the risk of money laundering on executed transactions.  
 
All payments due for maintenance, security registration and other important entries that 
generate income to the Panama Stock Exchange are received exclusively via checks 
payable to Bolsa de Valores de Panamá, S.A. 
 
Without compromising the company’s commitment to prevent the crimes of Money 
Laundering and the Financing of Terrorism, we assure that the Panama Stock Exchange 
handles its operations through Exchange Seat Holders and not with individual clients, and 
so every Exchange Seat Holder shall comply with the policies and legal regulations to 
prevent any type of suspicious operation by their clients.   
 
As from February 2001, the Panama Stock Exchange has established that securities be 
previously deposited if they are to be offered and negotiated through the Stock Market, 
making it a mandatory prerequisite that they be immobilized or dematerialized with a 
securities´ depository entity.    
 
V. The officer responsible for coordinating compliance with the norms to prevent 

Money Laundering and the Financing of Terrorism  
 
The Compliance Officer is the officer responsible before the National Securities 
Commission of coordinating compliance with regulations to prevent Money Laundering 
and the Financing of Terrorism.  
 
Compliance officer:  
 
The Compliance Officer shall be appointed by the Panama Stock Exchange’s Executive 
Vice-president and General Manager, and must obtain a Main Executive License from the 
National Securities Commission.  
 
The functions of the Compliance Officer shall be performed independently from the 
entity’s management decisions and, thus, this appointment shall not be left to persons 
having other appointed functions, such as main executive, internal auditor, investment 
adviser, analysts, or brokers.   
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The Compliance Officer is a key Executive whose mission is to protect the company and 
help authorities to detect irregularities, with the following primary functions:  
 
1. Assure the Directors, officers and Members of the Stock Exchange comply with 

established procedures in the Exchange´s Internal Regulations, with the Securities laws 
and obligations, the current regulations to prevent Money Laundering and the 
Financing of Terrorism and other established Stock Exchange procedures.   
 

2. Establish procedures and programs to prevent Money Laundering and the Financing of 
Terrorism by developing Know-your-Client programs and supervising the Exchange 
Members so they comply with this policy.  

 
3. Preparing reports and documentations required by the Law, informing the Financial 

Analysis Unit about cash or quasi-cash transactions for any amount over ten thousand 
US dollars  (USD 10,000.00). 

 
4. To keep the information on suspicious transactions confidential.  
 
5. The Panama Stock Market, via its Compliance Officer, will report any activity deemed 

suspicious, either originating from or related to Money Laundering and the Financing 
of Terrorism as per procedures established in Agreement 4-2001 of February 19th, 
2001 and Agreement 1-2005.  

 
VI. Description of the “Know-your-Client” Policy   
 
The goal is to establish a Know-your-Client policy to prevent, detect, and eliminate the 
possibility of suspicious transactions related to illegal activities being made through the 
Panama Stock Exchange and its Members. This policy must effectively protect the good 
name and reputation of our institution and should not interfere with the relationship 
established with our Members.  
 
Know-your-Client Procedure  
 
The Panama Stock Exchange’s Board of Directors, on its Internal Regulations and other 
specified documents, has established the requirements, procedures, and documents every 
Member must turn in to the Stock Exchange once he has received his Exchange Seat.  
 
The following list contains the documents requested to each Stock Exchange Member:  
 
1. Copy of Articles of Incorporation and any amendments thereto, if there be any.  
2. Sworn statement of the Company’s President identifying the name and ID of each of 

his shareholders (ID or passport number in case of a natural person and registration 
data in case of a legal entity).                                                                  



  6

3. Public Registry Certificate, issued no less than 90 days prior, stating the status of the 
company as well as the names of the current Directors and Dignitaries.  

4. Banking references for the Company and its Director.  
5. Evidence, through curriculum vitae, that the Company’s Directors and Managers are 

professionally capable of to manage an Exchange Seat.  
6. National Securities Commission Certificate for the Company’s Legal Representative or 

whoever it appoints proving he/she has a Main Executive License.   
7. Copies of licenses granted to all Brokers.  
   
To complement the information above, every Member shall complete the forms included 
in Attachment 1, in which additional data is requested to comply with the Know-your-
Client policy.  
 
The form contains the following:  
 
1. Full name, address, phone numbers, fax number, mailing address, email address of the 

Exchange Seat Holder.  
2. Name of the Legal Representative. 
3. Name of the Shareholder(s) of the Exchange Seat Holder.  
4. If the shareholder is a legal entity, full registration data for the legal entity and each of 

its shareholders will be requested.  
5. The following information will be requested from each person related to the Seat 

Holder, be they a Shareholder or a Broker: full name, ID number, copy of photo ID, 
personal address, phone number, cellphone number, mailing address, email address, 
date of birth, marital status, academic and professional history.   

 
The Panama Stock Exchange keeps a special file for each Exchange Seat Holder with 
updated information on the company, legal representative, and its brokers, as well as 
general information on each of them. The Stock Exchange requires that Exchange Seat 
Holders immediately notify it in writing of any changes to the Main Executive, Compliance 
Officer and Brokers. In case of a new appointment as Main Executive, Compliance Officer 
or Brokers, the Exchange Seat Holder is requested to attach a copy of their respective 
licenses and of form No. 4.  If it is a change in shareholder, a request must be made to the 
Stock Market’s Board of Directors to give authorization, naming the new Shareholders.   
 
These documents are periodically reviewed for updates. In case a Broker stops working, 
his negotiating code is eliminated from the Stock Market’s Negotiating System. 
 
VII. Risk Factors 
 
The Panama Stock Exchange operates a mechanism which allows its members to make 
transactions on securities which are duly registered with the institution. These 
transactions are liquidated and compensated through a Central depository clearinghouse, 
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duly established and authorized by the National Securities Commission. At such a 
depository, each Seat Holder must keep a daily line of credit, authorized by its preferred 
bank, as a requirement to operate a Seat, and to make a monetary liquidation,  it is made 
through the clearinghouse operated by Banco Nacional de Panama. In regards to 
securities, these should be immobilized before their negotiation.    
 
Therefore, since it does not receive funds from its members to make transactions nor to 
exchange certificates, no risk exists that the Stock Exchange will be used for activities 
linked to Money Laundering and the Financing of Terrorism.      
 
VIII. Recording Transactions 
 
The Panama Stock Exchange keeps a complete record of all negotiatied transaction since 
the day it started operating. The “Stock Exchange System” has the name of the issuing 
party, the negotiated title or security, the operation amount  or share amount, the 
amount paid, the price of the operation, the Selling Seat, the Buying Seat, the Buying and 
Selling Brokers, the sequential transaction number, the date of the transaction, date of 
liquidation, and the commissions generated. The Stock Market’s Operational Assistant 
operates the “Stock Exchange System”.   
 
IX. Archiving Transactions 
 
The Stock Exchange keeps an ascending chronological file on every transaction that has 
taken place through each of the Exchange Seat Holders along with attached liquidation 
documents, which are kept by the Operational Assistant of the Department of Operations 
and Management.  
 
 
X.  Procedure to send reports to the Financial Analysis Unit to prevent crimes of 

Money Laundering and the Financing of Terrorism  
 
In case there are any transaction to be reported, the “Cash or Quasi-cash Operations 
Statement” must be prepared for each transaction generating cash or quasi-cash 
movements of over ten thousand US dollars  (USD 10,000.00). This report is mandatory, 
and if there is no information available for it, it should say there is nothing to report.   
 
XI. Procedure to send reports to the Financial Analysis Unit to prevent crimes of 

Money Laundering and the Financing of Terrorism  
 
The Compliance Officer shall prepare all monthly reports requested by the Financial 
Analysis Unit within five working days of the closing of each month.  
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Currently, the FAU requests a report called “FAU Report Control – Securities”, which is 
mandatory even if there’s nothing to report – which should be indicated in the report.  
 
The Stock Exchange will keep a record of all suspicious transactions that originate from or 
are related to Money Laundering and the Financing of Terrorism, and shall contact the 
Financial Analysis Unit to prevent the crime of Money Laundering and the Financing of 
Terrorism, as per its established procedures, regarding all Member transactions suspected 
of the crimes of Money Laundering and the Financing of Terrorism after performing the 
following analysis:    
1. Transactions with unusual characteristics compared with the Member’s normal 

behavioral pattern.  
2. Information on the transaction or the Member received from an external source, be it 

public or private.   
3. Any other reason the Compliance Officer may have to think, based on other elements, 

that it is a suspicious transaction.  
4. A suspicious pattern evidenced by examination of the Member’s periodical 

transactions.  
 
The Stock Market, by means of its Compliance Officer, shall comply with the following 
inquiries whenever he/she encounters, during the course of his/her obligations, any 
Member’s transactions deemed suspicious of originating from or related to the crime of 
Money Laundering and the Financing of Terrorism:   
 
a) Recording the transaction’s information. This will be made up of the transaction(s) 

data, date(s) of said transaction(s), and the type of transaction(s);   
b) Notify the Compliance Officer of the suspicious transaction. The Compliance Officer 

will order a review of the transaction to verify its suspicious status;   
c) Write down the observations made by the observing officer and the Compliance 

Officer briefly on the report. Said notation will also be recorded on the Stock Exchange 
Member’s file.   

d) Notify the Financial Analysis Unit to prevent Money Laundering and the  Financing  of 
Terrorism Crimes Director(s) of the transaction using the appropriate forms. The 
Compliance Officer will make this notice within sixty (60) days of the noting  the 
observations mentions in the previous paragraph;  

e) Note the date and Financial Analysis Unit to prevent the crime of Money Laundering 
and the Financing of Terrorism notice form on the Record, as well as the date and 
answering notice number from the Unit, and   

f) In case of suspicious transactions, update the Member’s corresponding profile.  
 
In case of a suspicious transaction notice to the Financial Analysis Unit to prevent the 
crimes of Money Laundering and the Financing of Terrorism using the form specified on 
Agreement 1-2005, the Stock Exchange may, in its own judgment, order the suspension of 
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Exchange Seat Holder related to the suspicious transaction reported to Financial Analysis 
Unit to prevent the crimes of Money Laundering and the Financing of Terrorism.   
 
Once the suspension is formalized, the Stock Exchange shall, within ten (10) days of said 
suspension, send to the Financial Analysis Unit to prevent the crime of Money Laundering 
and the Financing of Terrorism a supplemental report to the initial report on the 
suspicious transactions, informing them of the Exchange Post’s suspension.  
 
The Compliance Officer shall keep strict confidence and abstain from disclosing that an 
investigation has started on a suspicious transaction and that the Financial Analysis Unit 
has been notified as to the Member.   
 
The Compliance Officer shall answer all questions and necessary information requested by 
the National Securities Commission or by the Financial Analysis Unit to facilitate the 
ongoing investigation.   
 
The Compliance Officer will keep all investigated transaction’s documents and reports for 
five years.   
 
XII. Training Program 
 
The Compliance Officer shall attend at least two (2) courses, workshops, seminars, or 
conferences a year. The National Securities Commission will be notified of this via a form 
of its choosing. This report will be presented within the first five (5) days of January and 
will contain the following information:  
 
1. The regulated person’s identification data   
2. Name of the person receiving the training and the positions occupied by them within 

the organization  
3. Name of the course, seminar, talk, or workshop  
4. Name of the speaker(s) or trainer(s) and their curriculum vitae  
5. List of related topics  
6. Location  
7. Date and duration of the training  
 
The Compliance Officer has within his obligations the preparation of a continuous 
educations program regarding the measures to prevent the crimes of Money Laundering 
and the Financing of Terrorism for the Stock Market’s workforce, which can be performed 
by presentations, seminaries, conferences within or outside the Stock Market’s facilities. 
The Compliance Officer shall give at least one yearly talk to the Stock Market’s workforce 
to share, review, and update the Stock Market’s policies and procedures regarding the 
prevention of the crimes of Money Laundering and the Financing of Terrorism and so the 
Stock Market’s workforce complies with them.   
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Management will keep its employees updated on any enactment, modification, or repeal 
of laws, regulation, and policy related to the Stock Exchange and the prevention of the 
crimes of Money Laundering and the Financing of Terrorism.  

 

The Compliance Officer shall make biannual reviews of established procedure, update the 
Exchange Seat´s data immediately whenever there is a change in them, also keeping the 
authorized Brokers, Main Executive, Compliance Officer, Legal Representative, Directors, 
and Dignitaries records updated, and if necessary, will establish new procedure 
appropriate with current events.   

XIII. Servicing Requests and Queries from Authorities  

The Stock Market’s Compliance Officer is responsible for giving expedite attention to 
requests and queries from authorities.  

The process starts when the request is received, then he/she checks whether the persons 
involved are part of the Stock Market, and if so, he/she proceeds to verify the information 
requested and give an answer within five working days after receiving the request, if the 
Stock Exchange has the requested information. Otherwise, the timeframe is extended so 
the parties involved receive the information request and give an answer back.  

XIV. Periodical Internal Evaluation  

The Compliance Officer will review current proceedings biannually or as needed due to 
new agreements and procedures, updating them to new agreements as they happen to 
ensure compliance with requirements established by the Law.  

 

 

 

 

 

 

 

 

 

 


