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Incentives "Tax free" is the 
key phrase involved in nearly all 
operations in the Colon Free Zone. 
Fiscal benefits include no sales tax, 
no production tax, tax exemption on 
income derived from abroad, no tax 
or duty on imports to or re-exports 
from the Free Zone to foreign 
countries, and income tax for the 
companies established in the Colon 
Free Zone is the same one that 
applies at the national level. 
 
Free Zone sales to distributors within 
the Republic of Panama are treated 
as normal imports, and taxed 
accordingly. Profits from such sales 
are taxed at a rate ranging from 20% 
up to $30,000 to 50% over 
$500,000 yearly. 
 
Dividends to offshore stockholders 
are untaxed. 
 
There is no capital gains tax on the 
sale of Free Zone assets that have 
been held at least two years. 
 
There is no capital investment tax. 
 
No municipal or other local taxes 
apply to Free Zone firms. 
 
There is no tax on any of the 
shipments sent to or from the Free 
Zone to any place in the world. 

Colon Free 
Trade Zone 

The Colon Free Zone, with over 2,500 
companies operating within its 450 hectares, is 
not only the world's biggest free zone after 
Hong Kong, but the best geographically 
located, and therefore the one with the best, 
most efficient and fastest distribution facilities. It 
is served by five major ports - all within a few 
kilometers. 
 
The path of commerce is also smoothed by the 
fact that the US dollar is legal tender. 
 
 The Free Zone handles more than US$16 

billion in imports and re-exports each year. 
 It employs more than 28,000 people with the 

best-trained bilingual work force in Central 
America. 

 The Zone hosts 250,000 buyers, business 
people and tourists each year. 

 Major imports are from Asia, Europe and 
North America. 

 Major markets include South America, 
Central America and North America. 

 Deposits made in the Banking Center of 
Panama from the Colon Free Zone last year 
were US$578 million. 

 Credit from the Banking Center represented 
approximately US$1,024 million. 



 

NAI Panama offers a 

variety of services to 

organizations and investors 

operating in, or considering 

doing business in, the 

Colon Free Trade Zone. 

Our Managing Director, 

Frank Kardonski, was the 

former Director of Peikard 

Zona Libre, S.A., one of 

the first and largest trading 

companies in the Panama 

Free Zone. Frank’s 

experience brings a depth 

of expertise and insight to 

serve our clients in all 

aspects of doing business 

in the Free Zone. 

Colon Free Trade Zone 

contact information 
NAI Panama 
tel 302 0105 
info@naipanama.com 
www.naipanama.com 

Setting up in the Colon Free 
Zone Any person or company can set up operations 
in the Colon Free Zone by applying to the Administration 
and supplying commercial and bank references, a 
Panamanian Government tax clearance (paz y salvo) and 
the articles of incorporation in the case of a company. No 
commercial license is required and no minimum capital 
investment is stipulated. The only condition is that a 
minimum of five Panamanians be employed.  
 
Setting up can be achieved in any one of four ways: 
 
1. Premises can be rented from a private owner. 
 
2. A 20-year lease can be obtained on a lot of land and a 

company can construct its own facilities subject to 
Administration approval of plans. 

 
3. An existing company can be used as a representative. A 

number of companies are organized for this service. The 
representative company makes transport arrangements, 
receives goods, does the documentation, packs and re-
packs if necessary, re-exports, bills and even collects.  

4. The instructing company retains title to the merchandise. Agreements of this 
sort need approval of the Administration and the condition will be that at least 
60% of the goods be re-exported. The advantages of this system are 
obvious: no capital investment, no overheads, no headaches, providing the 
relationship between owner and representative is a good one. 

 
5. Merchandise can be handled by the public warehouse system. The 

businessman stores his merchandise in a public warehouse but in other 
respects functions like any other business established in the Free Zone. As in 
the case of employing a representative, the advantages are: no overheads 
such as salaries, rent, telephone. The Administration collects its dues based 
on the value of the merchandise and offers warehousing and all the facilities 
required, such as packing, labeling and dispatching the merchandise to its 
export destination. 

 


