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PROSPECTUS SUPPLEMENT

(To Prospectus dated June 27, 2006)

U.S.$450,000,000

Republic of Panama
6.700% U.S. Dollar-Denominated Amortizing Global Bonds due 2036

The Republic of Panama will pay interest on the068% U.S. Dollar-Denominated Amortizing Global
Bonds due 2036 (the “global bonds”) semi-annuatiyJanuary 26 and July 26 of each year, beginningubyn 26,
2007. Panama will pay the principal of the globahds in three equal annual installments on Jan2@rgf each
year, commencing on January 26, 2034. The globati® will mature on January 26, 2036. The glolmads are
not redeemable prior to maturity, except for thgutarly scheduled amortization of principal for thlebal bonds.

The global bonds will be a further issuance of, aill be consolidated to form a single series wite
Republic of Panama’s outstanding 6.700% U.S. Dda}¥anominated Amortizing Global Bonds due 2036 issae
January 26, 2006. The total aggregate principalwarnof the previously issued global bonds andglbéal bonds
now being issued will be $1,813,297,000. The dldiands are direct, unconditional, unsecured andege
obligations of the Republic of Panama.

The global bonds will be designated Collective #wtiSecurities and, as such, will contain provisions
regarding acceleration and future modificationstheir terms that differ from those applicable to anuwof the
Republic of Panama’s outstanding Public Externdébtedness. Under these provisions, which areiescin the
sections entitled “Description of the Global Bondsefault; Acceleration of Maturity” and “—Amendmenasd
Waivers” in this prospectus supplement and “Coil@ctAction Securities” in the accompanying prospsgtthe
Republic of Panama may amend the payment provisibtie global bonds and certain other terms withdonsent
of the holders of 75% of the aggregate principabam of the outstanding global bonds.

Application has been made to list the global boodghe Luxembourg Stock Exchange and to have the
global bonds trade on the Euro MTF Market.

The Securities and Exchange Commission and statgises regulators have not approved or disappiove
the global bonds or determined if this prospectupptement or the accompanying prospectus is trutbfu
complete. Any representation to the contrarydsiminal offense.

Per Global Bond Total
Public Offering PHCE .........c.ivieeieeeeeeee e 103.375% $465,187,500
Underwriting Discounts and COMMISSIONS ... eeeeeeeeesiieniennnns 0.250% $ 1,125,000
Proceeds to the Republic of Panama.........ccccccccevveveeeeeiiinis 103.125% $464,062,500
Q) Plus accrued interest totaling $5,527,500 fdanuary 26, 2007 to April 2, 2007, the date theuRép of Panama has

delivered the global bonds offered by this prospesupplement, and additional interest, if anymfespril 2, 2007.

MORGAN STANLEY

The date of this prospectus supplement is Aprdd7.
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You should rely only on the information contained m or incorporated by reference in this prospectus
supplement and the accompanying prospectus. The PRablic of Panama has not authorized anyone to
provide you with different information. The Republic of Panama is not making an offer of the global ¢nds
in any state where the offer is not permitted. Youwshould not assume that the information provided bythis
prospectus supplement or the accompanying prospeaus accurate as of any date other than the date dhe
front of this prospectus supplement.

This prospectus supplement can only be used for thmurposes for which it has been published.
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SUMMARY

This summary should be read as an introductionhie prospectus supplement and the accompanying
prospectus. Any decision to invest in the bondarbinvestor should be based on consideration isfghospectus
supplement and the accompanying prospectus as Eewhghere a claim relating to the information cained in
this prospectus supplement or the accompanyingpesiss is brought before a court in a Member Stdt¢he
European Economic Area, the plaintiff may, under tiational legislation of the Member State where ¢taim is
brought, be required to bear the costs of translgtihis prospectus supplement and the accompampywgpectus
before the legal proceedings are initiated.

The Issuer
Overview

Panama is located on the narrowest point of thar@efimerican isthmus, which connects the contisent
of North America and South America. It has a do@esof approximately 1,868 miles on the Caribb&aa and
Pacific Ocean, and is bordered on the east by Gukand on the west by Costa Rica. Panama hasoaaa
territory of approximately 29,157 square miles aigd within its coastline and 345 miles of landdaws, and
includes numerous coastal islands. The Panamd,@areaof the most important commercial waterwaythie
world, which connects the Atlantic and Pacific Otgabisects the country running northwest to saghe

As of June 30, 2006, Panama had an estimated igoudd 3.28 million and a population density of213
people per square mile. Panama City, Panama’satapid its largest city, is the political, finaakicommercial,
communications and cultural center of Panama. Par@ity’s population is estimated to comprise 14 @%
Panama’s total population. Other principal cities San Miguelito, a suburb of Panama City (es&oh&d comprise
10.5% of the total population), and Coldn, locatethe northern terminus of the Panama Canal (atiohnto
comprise 1.2% of the total population).

Government

Panama is a republic with a representative formovernment. In 1972, the original version of therent
Constitution was adopted (the fourth in Panamasohy), setting forth the structure of the Governméndividual
and collective rights and duties, and the divisbpowers among the executive, legislative andgiatibranches.

Executive power is vested in the President angtbsidentially appointed Ministers, who constittite
Cabinet. The President, the First Vice-Presidedttae Second Vice-President are each electedregtduniversal
suffrage for a term of five years. The Presidemt ®ice-Presidents may not be reelected to the sHfive within
ten years after the expiration of their term. Asult of amendments to the Constitution in 2@@4ginning with
national elections in 2009 the executive branchhele one vice president. In the event the Pessits unable to
finish a term, the First Vice-President would swextéo the presidency.

National legislative power is vested in the Natiohssembly (“Assembly”), Panama’s unicameral
legislative body. The number of electoral circugach comprising between 20,000 and 40,000 perdetermines
the number of legislators; as of December 31, 26@6Assembly consisted of 78 members. As a re$ult
amendments to the Constitution in 2004, beginniitg national elections in 2009 the membership efiitational
Assembly will be limited to 71. The full Assemblyelected by universal suffrage every five yedveembers of
the Assembly are not subject to limits on the nundieéerms in office to which they may be electéithe Assembly
has, among other powers, the power to enact l¢igis|aatify treaties, approve the budget and yatike
appointment of the Comptroller General, the Attgr@eneral and justices of the Supreme Court ofckigthe
“Supreme Court”).

Judicial power is vested in the Supreme Court arébus lower tribunals. The President appointsiine
justices of the Supreme Court for staggered tem-ggms, with two justices being selected every ywars, subject
to ratification by the Assembly. Lower court judgare appointed by the Supreme Court. The judicihch
prepares its own budget and sends it to the exexhtanch for inclusion in the general budget pne=gto the
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Assembly for approval. The Supreme Court is thalftourt of appeal and has the power to declaiteand void
laws, regulations or other acts of the executivkegislative branches that conflict with the Cotston.

Panama is administratively divided into nine preés and three territories. In each province, exeeut
power is exercised by a governor who is appointethb President. There are no provincial legigéatr judicial
bodies. Provincial governments do not have indepenbudgets. Within each province are municipadithat are,
in turn, divided into precincts. Each municipalitgs a municipal council and a mayor, who exerasesutive
power. Mayors and members of municipal counciésedected by direct, universal suffrage for fivexyterms.
Municipalities levy and collect municipal taxes aadbpt their own budgets for financing local prégec

Martin Torrijos, a leader of theartido Revolucionario DemocratiqggPRD”), was elected president of
Panama for a five-year term with 47.4% of the \and took office on September 1, 2004. Presidentjds is
implementing a development plakjanza para la Patria Nuevéor “Alliance for a New Homeland”), which has
brought wide-ranging reforms, including reformghe Constitution, fiscal system, public sector amticiary.
Carlos A. Vallarino serves as Panama’s Ministedeodnomy and Finance.
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Selected Panamanian Economic Indicatof8

The following table sets forth Panama’s principadmomic indicators for the years 2001 through 2005:

2001 2002 20037 20047 2008”
Economic Data:
GDP ..o $11,808 $12,272 $12,933 $14,994  $15,467
GDP (constant dollar®) ..........cc.co.cocoeeeeeeeieeeeen. 11,436 11,691 12,183 13,184 13,94
GDP (% change, constant doll&?s)...................... 0.6% 2.2% 4.2% 7.69%8 6.49%9
Service Sector (% change, constant
dolarsy?® ..o, 1.8 1.0 3.4 7.9 7.6
Other (% change, constant doll&%)................. (5.5) (0.6) 8.7 5.3 1.9
Population (millions) 3.00 3.06 3.12 3.17 3.23
CPI (% changéy............ 0.0% 1.8% 1.7% 2.0% 3.5%
UNemployment .........cceeeeeiiiieeeiiiieee e 11.2% 10.9% 10.9% 9.2% 7.2%
Public Finance:
Total Consolidated Non-Financial
Public Sector ReVeNUES.........ccccueeeeeeeeveeeenn, $3,014 $2,963 $2,869 $2,995 $3,468
Total Consolidated Non-Financial Public Sector
Expenditures? ..........ccooeeeiee e 2,685 2,764 3,020 3,194 3,290
Overall Surplus (Deficit) ........... et ——————— (289) (415) (623) (691) (500)
As % of CUrrent GDP ..........ocvveiiiiiie e (2.4)% (3.4)% (4.8)% (4.99% (3.2)%
Central Government Surplus (Deficit)................. (342) (345) (489) (768) (606)
AS % Of CUITENt GDP ..o e (2.9)% (2.8)% (3.8)% (5.4)% (3.9)%
Public Debt (at December 31):
INtErNAl DEDL ... e $2,172 $2,158 $2,758 $2,652
External Debt 6,349 6,504 7,219 7,580
Total Public Debt 8,521 8,662 9,977 10,231
Public Debt (as % of current GDP)
Internal Debt.......ccceeevveiiiiiiice e 18.1% 17.7% 16.7% 19.4% 17.1%
External Debt 53.0 51.7 50.3 50.8 49.0
Trade Data:
Exports (f.0.b.) Good® ...........cocooiiiiiiieeeen $5,315 $5,072 $6,133 $7,188
Imports (c.i.f.) Good§..................... (6,350) (6,274) (7,722) (8,546)
Merchandise Trade Balance............ccccccoeveeecenen. (1,035) (1,202) (1,588) (1,358)
Current Account Surplus (Deficit) (96) (503) (1,227) (818)
Overall Balance of Payments Surplus
(DEFICt) ® oo 644 146 (267) (395) 675
Total Official Reserves (at December &1)........... 1,075 1,166 992 611 1,192

(R) Revised figures.

(E) Estimated figures.

(P) Preliminary figures.

(1) All monetary amounts in millions of U.S. doBaat current prices, unless otherwise noted.

(2) Constant GDP figures are based on 1996 condtdlars.

(3) Including real estate, public administrationpmunerce, hotels and restaurants, financial seryicassportation, the Colén
Free Trade Zone, Panama Canal and public utilities.

(4) Including manufacturing, agriculture and coustion.

(5) End of period. The CPI figures for 2004 an@2®ave been calculated using a newly-adopted rdetbgy and a revised
base year of 2002. Figures prior to 2004 have lsatulated using an earlier methodology with aebgsar of 1987.

(6) Excluding interest on external debt.

(7) Including the Colén Free Trade Zone.

(8) Figures were calculated pursuant to the V \éersif the Balance of Payments Manual prepared dyit.

(9) Including Panama’s reserve position at the II8pecial Drawing Rights (SDR) holdings and depaaitoad and foreign
currency holdings of the National Bank of Panama.

SourcesOffice of the Comptroller General, the NationalnRaf Panama and Ministry of Economy and Finance.




The Global Bonds

The following summary is qualified in its entirdéty, and should be read in conjunction with, the enor
detailed information appearing elsewhere in thisggectus supplement and the accompanying prospectus

[SSUBT .. e Republic of Panama.

Title of SECUrity .......evveiiiiiiiie et 6.700% U.S. Dollar-Denominated Amortizindoal Bonds due
2036.

Aggregate Principal Amount..................... $4%0,000.

Maturity Date........cccovvvveeeeeiiiiiiieieeen, January 26, 2036.

Interest Rate..........oooeviiiiiiiiiiiiieeeeee, 6.700% per annum, computed on the bakig @60-day year

comprised of twelve 30-day months.

[SSUE PriCe..cciiiiiiiiiiiiiiieeeee, 103.375%, plus accrued interest fromuday 26, 2007 to April 2,
2007, the date the Republic expects to delivergthbal bonds, and
additional interest, if any, from April 2, 2007.

Amortization of Principal .............ccccoonee Panama will pay the principal of the global boridsthree equal
annual installments on January 26 of each year,ncemsing on
January 26, 2034.

Interest Payment Dates .............cccceeeeeene January 26 and July 26 of each year, startingubyn26, 2007.

Single Series ... The global bonds will be a further issuaof, and will be
consolidated to form a single series with, Panar6&60% U.S.
Dollar-Denominated Amortizing Global Bonds due 2036
$1,363,297,000 aggregate principal amount of whiere issued on
January 26, 2006 (the “Existing Bonds”).

DenominationsS..........oocvveeeeeiiniieeeeeennens The global bonds will be issued in denomiadiof $1,000 and
integral multiples of $1,000 in excess thereof.
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Risk Factors...........cccoeeecvvvvnviiinees s Risk factors relating to the bonds:

* The price at which the bonds will trade in the setary
market is uncertain.

» The bonds will contain provisions that permit Paaam
amend the payment terms without the consent of all
holders.

Risk factors relating to Panama:

» Panama is a foreign sovereign state and accordingigy
be difficult to obtain or enforce judgments agaihst

» Certain economic risks are inherent in any investnean
emerging market country such as Panama.

e Panama’s U.S. dollar monetary arrangements impose
constraints on fiscal and monetary policies anéioability
to finance deficits.

* An adverse change in Panama’s debt-to-GDP ratiddcou
increase the burden on servicing Panama’s debt.

FOrM .o, The global bonds will be representeddmg or more book-entry
securities in fully registered form, without cougorwhich will be
registered in the name of, and deposited with dodien for, The
Depository Trust Company (“DTC”). Beneficial ingsts in the
global bonds will be shown on, and transfer thergitif be effected
only through, records maintained by DTC and itdipgrants, unless
certain contingencies occur, in which case the glddonds will be
issued in definitive form. See “Description of tdobal Bonds—
Definitive Global Bonds” in this prospectus suppéam

BoOK-Entry System........cccccoccvveeeeeiiiimnnn. Upon the issuance of the global bonds as bot#-ercurities, DTC
or its nominee will credit on its book-entry regéton and transfer
system the respective principal amounts of the alobonds
represented by the book-entry securities to theowus of
institutions (“DTC participants”) that have accosimtith DTC or its
nominee that the underwriter designates. Ownershipeneficial
interests in the book-entry securities will be lted to DTC
participants or persons that may hold interestsoun DTC
participants. Ownership of beneficial intereststliive book-entry
securities will be shown on, and the transfer aft thwnership will
be effected only through, records maintained by @F@s nominee
(with respect to interests of DTC participants) amdthe records of
DTC participants (with respect to interests of pess other than
DTC participants). Investors may elect to holeiasts in the global
bonds through any of DTC, Euroclear Bank S.A./N.&s, operator
of the Euroclear System plc (“Euroclear”), and Cé&@am Banking,
société anonyme (“Clearstream, Luxembourg”) if theyre
participants of such systems, or indirectly througiganizations
which are participants in such systems.
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Payment of Principal and Interest

Redemption

RaANKING......uuuiiiiiiiiiiiiiieeeee e

Negative Pledge

Events of Default

Collective Action Clauses

LIStiNG.ceeeiiiieeeee e

Fiscal Agent

or Sinking Fund.................

.... nBipal and interest on the global bonds will be gidg in

U.S. dollars or other legal tender of the Unitedt& of America.
As long as the global bonds are in the form of benly securities,
payment of principal and interest to investors lshalmade through
the facilities of DTC.

.... &uaa may not redeem the global bonds before matesityept for

the regularly scheduled amortization of principak fthe global
bonds. The global bonds will not benefit from airyking fund.

The global bonds will constitute direafjconditional and general
obligations of Panama and will rank equally in tighpayment with
all other indebtedness issued in accordance withfigtal agency
agreement and with all other unsecured and unsiizded
Indebtedness of Panama. See “Description of tlwbablBonds—
General Terms of the Global Bonds” in this prospectupplement
and “Debt Securities—Status of the Debt Securities” the
accompanying prospectus.

The global bonds will contain certain covesanincluding
restrictions on the incurrence of certain Liens. eeS“Debt
Securities—Negative Pledge” in the accompanyingpeotis.

The global bonds will contain events of défathe occurrence of
which may result in the acceleration of Panamaliggations under
the global bonds prior to maturity upon notice mjders of at least
25% of the aggregate principal amount of the ontiitay global
bonds. See “Description of the Global Bonds—Default
Acceleration of Maturity” in this prospectus suppient.

Tobal bonds will be designated Collective ActiBecurities
and, as such, will contain provisions regardingete@tion and
voting on amendments, modifications, changes anivens that
differ from those applicable to much of Panama’stainding Public
External Indebtedness. The provisions describetthignprospectus
supplement will govern the global bonds. Thesevigions are
commonly referred to as “collective action clausedJnder these
provisions, Panama may amend certain key termshefdglobal
bonds, including the maturity date, interest rate ather payment
terms, with the consent of the holders of not lgss 75% of the
aggregate principal amount of the outstanding dldimands. See
“Description of the Global Bonds—Default; Accelecati of
Maturity” and “—Amendments and Waivers” in this ppzctus
supplement and “Collective Action Securities” iretaccompanying
prospectus.

Application has been made to list tgewbal bonds on the
Luxembourg Stock Exchange and to have the globadid@admitted
to trading on the Euro MTF Market.

The global bonds will be issued pursuamt a fiscal agency
agreement, dated as of September 26, 1997, as athessl of
September 4, 2003, between Panama and The BanlewfYork
(successor in interest to JPMorgan Chase Bank,)Nas fiscal
agent, paying agent, transfer agent and registrar.
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Taxation.......ccoeveeveeeeenieeennnenn,

Governing Law..........ccceeeee....

Further Issues.........ccccoeeunnee..

Clearing Reference Numbers

For a discussion of the Panamanian amitetd States tax
consequences associated with the global bonds, Tseation—

Panamanian Taxation” and “—United States Taxation” this

prospectus supplement and “Debt Securities—Tax Withhg;

Payment of Additional Amounts” in the prospectudnvestors
should consult their own tax advisors in deterngnithe foreign,
U.S. federal, state, local and any other tax comseces to them of
the purchase, ownership and disposition of theajlbbnds.

................ The laws of the State of New York will be tip@verning law except

with respect to the authorization and executiorthef global bonds,
which will be governed by the laws of the Repuldlid®anama.

From time to time, without the consent haflders of the global
bonds, and subject to the required approvals uRdeamanian law,
Panama may create and issue additional debt desuriith the

same terms and conditions as those of the global¢or the same
except for the amount of the first interest paymant the issue
price), provided that such additional debt seaesitiio not have, for
purposes of U.S. federal income taxation (regasdtdswvhether any
holders of such debt securities are subject toUt® federal tax
laws), a greater amount of original issue discaiwain the global
bonds have as of the date of issuance of such i@ulitdebt

securities. Panama may also consolidate the addlti debt
securities to form a single series with the outditag global bonds.
See “Description of the Global Bonds—Further Issofethe Global

Bonds” in this prospectus supplement and “Collextiction

Securities” in the accompanying prospectus.

@learing reference numbers for the global bonds ar

] T US698299AW45
CommoN COAE ......ccevniiiiieiie e 024213927
CUSIP e e e aeen 698299AW4
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RISK FACTORS

This section describes certain risks associatet imitesting in the global bonds. You should canguur
financial and legal advisors about the risk of istieg in the global bonds. Panama disclaims arspoasibility for
advising you on these matters.

Risk Factors Relating to the Global Bonds
The price at which the global bonds will trade fire tsecondary market is uncertain.

Panama has been advised by the underwriter thraéitds to make a market in the global bonds boobis
obligated to do so and may discontinue market ngpatrany time without notice. Application has bessde to list
the global bonds on the Luxembourg Stock Exchanget@ have the global bonds admitted to tradinghenEuro
MTF Market. No assurance can be given as to thedity of the trading market for the global bondibe price at
which the global bonds will trade in the secondagrket is uncertain.

The global bonds will contain provisions that parPanama to amend the payment terms without the
consent of all holders.

The global bonds will contain provisions regardauggeleration and voting on future amendments,
modifications and waivers, which are commonly refdrto as “collective action clauses.” Under theswvisions,
certain key terms of the global bonds may be angndeluding the maturity date, interest rate atiteopayment
terms, with the consent of the holders of 75% efdlggregate principal amount of the outstandingajlbonds.
See “Description of the Global Bonds—Amendmentsfadvers” in this prospectus supplement and “Cadilec
Action Securities” in the accompanying prospectus.

Risk Factors Relating to Panama

Panama is a foreign sovereign state and accordiitgtyay be difficult to obtain or enforce judgments
against it.

Panama is a foreign sovereign state. As a rasuifry be difficult or impossible for investors adtain or
enforce judgments against Panama whether in astong own jurisdiction or elsewhere. See “Jugsidin and
Enforcement” in the accompanying prospectus.

Certain economic risks are inherent in any investnire an emerging market country such as Panama.

Investing in an emerging market country such asgR® carries economic risks. These risks includeym
different factors that may affect Panama’s econawsuailts, including the following:

* interest rates in the United States and financikets outside Panama,;

» changes in economic or tax policies;

» the imposition of trade barriers;

» general economic and business conditions in Pamachéhe global economy;

» the ability of the Panama Canal to remain a cortipetioute for inter-oceanic transportation;

» the ability of Panama to effect key economic referm

» the impact of hostilities or political unrest irhet countries that may affect international trade,
commaodity prices and the global economy; and

» the decisions of international financial institutregarding the terms of their financial assistatioc
Panama.

Any of these factors, as well as volatility in timarkets for securities similar to the global bonday

adversely affect the liquidity of, and trading metkfor, the global bonds. See “Forward-lookingt&nents” in
this prospectus supplement.
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Panama’s U.S. dollar monetary arrangements impasestraints on fiscal and monetary policies and on
its ability to finance deficits.

Public finance in Panama is heavily influencedhsyt).S. dollar-based monetary arrangements in place
since 1904. Panama has used the U.S. dollar lzgéktender since shortly after gaining its inelegence. The
national currency, the Balboa, is used primarilyamit of account linked to the U.S. dollar agta of one dollar
per one Balboa. The Government does not printipeayreency, although a limited amount of coinagmisted.
Although the absence of a printed national currearay the general absence of domestic budgetanyding
through the banking system (other than from 1987980) reduce the risk of runaway inflation, theyishpose
constraints on fiscal and monetary policy, partieiyl for responding to external shocks, that arepnesent in
countries that can finance their deficits by prigtiocal currency. Panama’s non-financial pubdicter deficit rose
from 3.4% of nominal GDP in 2002 to 4.8% of nomi@DP in 2003. In 2004, Panama’s non-financial jgubl
sector balance registered a deficit of 4.9% of mahGDP, in part because of a change in methoddluaty
excluded from the calculation of the 2004 defigipectedBanco Nacionatividends, the Panama Canal’s financial
results and the savings generated by the goverreviatdility management operations. Panama’s rinarcial
public sector balance for 2005 registered an estichdeficit of approximately $500.0 million or 3.286nominal
GDP. Panama'’s non-financial public sector baldac@006 registered a preliminary surplus of apjmately
$87.8 million (or 0.5% of nominal GDP). See “RecBevelopments—The Economy” in this prospectus
supplement. A significant increase in such dedigitthe future could result in an increase in Peaia debt, which
could in turn have an adverse effect on Panamalisyao service its debt.

An adverse change in Panama’s debt-to-GDP ratiddcmcrease the burden on servicing Panama’s debt.

Panama’s ratio of total public sector debt to G@Brdased from 69.4% in 2002 to 67.0% in 2003, leefor
rising to 70.4% in 2004. The ratio of total pukdiector debt to GDP declined again to 66.1% in 208% of June
30, 2006, Panama'’s ratio of total public sectortdeltsDP was estimated to be 63.1%. Any signifi¢acrease in
Panama’s public sector debt-to-GDP ratio could tevadverse effect on Panama’s ability to serigdebt. See
“Recent Developments—The Economy” in this prospestipgplement.
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ABOUT THIS PROSPECTUS SUPPLEMENT

The Republic of Panama, having made all reasoriablgries, confirms that this prospectus supplement
and the accompanying prospectus contain all inftonawith respect to Panama and the global bonds ith
material in the context of the issue and offerifighe global bonds, and that such informationug tand accurate in
all material respects and is not misleading, thatdpinions and intentions expressed herein aredtiynheld and
that, to the best of Panama’s knowledge and béliefe are no other facts the omission of which ldionake any
such information or the expression of any such iop# and intentions materially misleading. Panaroeepts
responsibility accordingly.

You should rely on information provided or incorpted by reference in this prospectus supplement and
the accompanying prospectus. Panama has not aagtiaenyone else to provide you with any other mfion.
You should not rely on any other information in rimakyour investment decision.

Panama is not offering to sell or soliciting offéosbuy any securities other than the global baofered
under this prospectus supplement, nor is Pananeadfto sell or soliciting offers to buy the gldlnds in places
where such offers are not permitted by applicalale.| You should not assume that the informatiorthis
prospectus supplement or the accompanying prospectuhe information Panama has previously filathwhe
Securities and Exchange Commission (the “Commiski@md incorporated by reference in this prospectus
supplement and the accompanying prospectus, isatecas of any date other than their respectivesdaPanama’s
economic, fiscal or political circumstances mayéakhianged since such dates.

The global bonds described in this prospectus suppht are debt securities of Panama being offered
under Registration Statement No. 333-135234 fil@th the Commission under the U.S. Securities Ac1933, as
amended; the accompanying prospectus is part oktistration statement. The accompanying prosiggmiovides
you with a general description of the securitieattRanama may offer, and this prospectus suppleo@nains
specific information about the terms of this offeriand the global bonds. This prospectus suppleaisa adds,
updates or changes information provided or incafest by reference in the accompanying prospectus.
Consequently, before you invest, you should reasl pnospectus supplement together with the accogipgn
prospectus as well as the documents incorporatedfbyence in this prospectus supplement and tbenaganying
prospectus. Those documents contain informatigardtng Panama, the global bonds and other mattétse
registration statement, any post-effective amendsnéimereto, the various exhibits thereto, and tbeuchents
incorporated therein by reference, contain additidnformation about Panama and the global bond8.such
documents may be inspected at the office of the@igsion. Certain terms used but not defined ias gibospectus
supplement are defined in the prospectus.

References to “U.S.$” or “$” in this prospectus glgpnent are to U.S. dollars.

References to the “Republic” or “Panama” are toRle@ublic of Panama.

The distribution of this prospectus supplement #rel accompanying prospectus and the offering of the
global bonds in certain jurisdictions may be reséd by law. Persons who receive copies of thspectus

supplement and the accompanying prospectus shofddri themselves about and observe any such réstrsc
See “Underwriting” in this prospectus supplement.
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INCORPORATION BY REFERENCE

The SEC allows Panama to incorporate by referenceesinformation that Panama files with the SEC.
Panama can disclose important information to youdfgrring you to those documents. Panama’s SHdi are
available to the public from the SEC’s website #ip:Awww.sec.gov. Exhibit D to Panama’s annuglam on
Form 18-K for the year ended December 31, 200&d fikith the SEC on September 29, 2006, is consideaet of
and incorporated by reference in this prospectysmplement and the accompanying prospectus. You aisy
obtain copies of documents incorporated by refexefree of charge, at the office of the Luxembopaging agent
specified on the inside back cover of this prosgedupplement or from the website of the Luxembdstock
Exchange at http://www.bourse.lu.

Table of References

For purposes of Commission Regulation (EC) No. 3094, any information not listed in the cross
reference table but included in the documents pa@ted by reference is given for informationalgmses only:

EC No. 809/2004 Item Annual Report on Form 18-K foR005

Issuer’s position within the governmental framework “The Republic of Panama—Form of Government and
Political Parties” on pages D-8 to D-9 of Exhibit D

Geographic location and legal form of the issuer heéRepublic of Panama” on pages D-7 to D-9 of
Exhibit D
Recent events relevant to the issuer’s solvency e‘fFanamanian Economy—Reforms and Development

Programs” and “—Economic Performance—2001
Through 2005” on pages D-10 to D-20 of Exhibit D

Structure of the issuer’'s economy “Structure of Bamamanian Economy” on pages D-26
to D-34, “The Panama Canal” on pages D-35 to DiRP a
“The Colon Free Zone” on page D-40 of Exhibit D

Gross domestic product “The Panamanian Economy—s3@posnestic Product”
on pages D-21 to D-25 of Exhibit D

Panama’s political system and government “The RipobPanama—Form of Government and
Political Parties” on pages D-8 to D-9 of Exhibit D

Tax and budgetary systems of the issuer “Publiafie—Central Government Budget” and “—
Taxation” on pages D-47 to D-49 and D-49 to D-50 of
Exhibit D

Gross public debt of the issuer “Public Sector Debtpages D-68 to D-76 of Exhibit D

Foreign trade and balance of payments “Foreign & eattl Balance of Payments” on pages D-61

to D-67 of Exhibit D

Foreign exchange reserves “Public Finance—InternatiReserves” on pages D-52
to D-53 of Exhibit D

Financial position and resources “Public Finanae’pages D-47 to D-53 of Exhibit D

Income and expenditure figures and 2006 Budget [tle#Hnance—Central Government Budget” on pages
D-47 to D-49 of Exhibit D
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FORWARD-LOOKING STATEMENTS

Panama has made forward-looking statements in ghispectus supplement and the accompanying
prospectus. Statements that are not historicés fae forward-looking statements. These statesrenmt based on
Panama’s current plans, estimates, assumptionprajettions. Therefore, you should not place uneiliance on
them. Forward-looking statements speak only ah@flate they are made, and Panama undertakedigatioln to
update any of them in light of new information ature events.

Forward-looking statements involve inherent riskanama cautions you that many factors could atffect
future performance of the Panamanian economy. elfaetors include, but are not limited to:

interest rates in the United States and financedkets outside Panama;

changes in economic or tax policies;

the imposition of trade barriers;

general economic and business conditions in Pamauchdhe global economy;

the ability of the Panama Canal to remain a cortipetioute for inter-oceanic transportation;
the ability of Panama to effect key economic referm

the impact of hostilities or political unrest irhet countries that may affect international trade,

commaodity prices and the global economy; and

the decisions of international financial institutsoregarding the terms of their financial assistaioc

Panama.
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USE OF PROCEEDS

The net proceeds from the sale of the global bavildbe approximately $463,862,500 after deductidn
the underwriting commission and the net expensgalpa by Panama, estimated to be $200,000. Pandmese
the proceeds for general budgetary purposes.

RECENT DEVELOPMENTS

The information included in this section supplerae¢hé information about Panama contained in
Panama’s annual report for the year ended Decen3tie2005 on Form 18-K filed with the Commission on
September 29, 2006, as amended. To the exteimfénmation in this section is inconsistent witle information
contained in such annual report, as amended, tf@rnmation in this section replaces such informatidnitially
capitalized terms used in this section have thpaetive meanings assigned to those terms in suthahneport, as
amended.

Government

On January 2, 2007, Panama began a two-year termnas-permanent member of the United Nations
Security Council. Panama was elected to this pasNovember 7, 2006, after receiving 164 out of 19fited
Nations General Assembly member votes. In addiioserving on the United Nations Security Couriédnama
will preside over the United Nations Security Coll@mmittee on Counter-Terrorism.

The Economy

During the third quarter of 2006, Panama’s econgneyv in all sectors, except fisheries. Panamajsgr
domestic product (“GDP”) registered a real increas8.6% in the third quarter of 2006 comparedtie same
period of 2005. Inflation, as measured by the efageriod CPI, was 2.3% for the twelve months egdieptember
30, 2006, compared to 3.1% for the twelve monthdirenSeptember 30, 2005, primarily due to a deeréaghe
growth of prices for food and beverages.

The agriculture sector grew an estimated 5.7% énttiird quarter of 2006 compared to the same pefod
2005 due in part to increased pineapple, bananfeec@nd cattle exports. The fisheries sector idedl an
estimated 1.6% in the third quarter of 2006 comgdoethe same period of 2005 due in part to a deserén shrimp
and tuna exports. The commerce sector, excludiagQolén Free Trade Zone (or the “CFZ"), grew atinested
9.1% in the third quarter of 2006 compared to tme period of 2005 due in part to an increaseerstie of food,
automobiles and construction materials.

In the third quarter of 2006, the construction segrew by an estimated 14.8% compared to the same
period of 2005 due to the construction of condoumms, single family residences and government gsli and
the Government and the Panama Canal Authority’®dtments in infrastructure. The mining sector giaw
estimated 16.4% percent in the third quarter of@@0@mpared to the same period of 2005 primarily te
continued high demand for cement and concrete eesalt of increased construction activity. Manufang
activity rose an estimated 3.4% in the third quade2006 compared to the same period of 2005 dugait to
increased production of furniture, glass, metadpicis and construction materials.

CFZ activities grew 18.1% in the third quarter @B compared to the same period of 2005 due priynari
to a rise in the demand for the CFZ’s services froentral America, Venezuela, and China. The hoteld
restaurant sector grew an estimated 10.8% in thrd tfuarter of 2006 compared to the same perio@@45
primarily due to increased tourism. The transpatasector grew 10.4% in the third quarter of 2@@8npared to
the same period of 2005 primarily due to an incee@ms port activities. Port activities grew 11.0% the third
guarter of 2006 compared to the same period of 200barily due to the increased movement of comtesin The
telecommunications sector grew 17.4% in the thindrter of 2006 compared to the same period of Z0DBarily
due to an increase in international calls and gsifitsens for cellular phones and internet acceBanama Canal
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activities grew 10.7% in the third quarter of 208@mpared to the same period of 2005 primarily due tise in
cargo tonnage and toll receipts.

The financial intermediation sector grew an estedat7.0% in the third quarter of 2006 comparechto t
same period of 2005 primarily due to increased digp@nd internal and external credit. The retdtessector grew
an estimated 6.4% in the third quarter of 2006 carag to the same period of 2005 due in part tcarease in the
number of residential home sales. The public athtmation sector increased 1.9% in the third quaote2006
compared to the same period of 2005.

The National Assembly approved Panama’s 2007 budgeDecember 20, 2006. The 2007 budget
contemplates total expenditures of $7.376 billiaith budget estimates based on an anticipated &@¥th in
nominal GDP and an anticipated consolidated noarfiral public sector deficit of approximately $6®&illion (or
approximately 3.9% of nominal GDP) for 2007.

Panama’s non-financial public sector balance fdd&€egistered a preliminary surplus of approximatel
$87.8 million (or 0.5% of nominal GDP). The prelivary non-financial public sector surplus in 2086rimarily a
result of an increase in dividends received from Blanama Canal Authority af&nco Nacional de Panamée
Panama Ports Company’s payment of $102 millioreickifees, a rise in capital gains tax revenue andaease in
dividends received from partially privatized eléctand telecommunications companies in which thegBmment
maintains an interest. The methodology used toutatle the non-financial public sector deficit doed include
expectedBanco Nacional de Panantdividends, the Panama Canal Authority’s net finalnesults or the savings
generated by debt repurchase operations, all otlwhiere included in the calculation prior to therfijos
administration’s revision of the methodology in 200 The revised methodology uses cash-based adegunt
standards.

In February 2007, Enel SpA (“Enel”), an lItalian ahicity company, paid $161.3 million to increase t
49% its overall ownership in Panamanian hydroelecimmpany EGE Fortuna S.A. (“Fortuna”). The Goweent
currently owns 49.9% of Fortuna and a pension fofthe company's employees holds the remaining E&tuna
is one of Panama'’s leading electricity companiesiegating around 30% of the Panama’s power. Eaiel $150
million in August 2006 for a 24.55% share in Fodun Enel also owns hydroelectric plants in CostaaRi
Guatemala and Chile.

Law No. 22 of June 27, 2006 establishes a new sy&ie government procurement in Panama. Law No.
22, which replaces Law No. 56 of December 27, 1998ates an autonomous government agency under the
supervision of the executive branch known as theddorate General of Government Contracts thagspaonsible
for the regulation and oversight of the governnaoicurement process. Under Law No. 22, the Prasiaigpoints
and the Assembly ratifies the appointment of a @dnBirector of the Directorate General of Govermie
Contracts. Law No. 22 creates an administratiNeitral to resolve appeals by Government contra@ndsrequires
that the Government’s procurement of goods andicsvbelow $300,000 be conducted through an elgictro
system known as "Panam&Compra”.

In July 2006, HSBC Holdings PLC entered into aneagrent to acquiré&srupo Banistmo, S.Afor
approximately $1.8 billion. The acquisition, whigras in the form of a cash tender offer, closedovember
2006. Grupo Banistmo, S.A&urrently owns Panama’s largest bank.

On March 12, 2007, the Government announced planSihgapore-based PSA International Pte. Ltd. to
construct and operate a $100 million container teamnear the Pacific entrance of the Panama Carfdie
container terminal, which is scheduled to be openat in 18 to 24 months, will be constructed a former U.S.
Rodman naval base.

Public Debt
As of February 28, 2007, Panama’s public sectogres debt was equal to $7.837 billion, up from783.

billion as of December 31, 2006. Panama’s totalipisector debt as of February 28, 2007 was $10tBKion, up
from $10.453 billion as of December 31, 2006.
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On July 10, 2006, Panama entered into a $318.%omibiridge loan agreement with Barclays Bank PLC
(the “Barclays Loan”). Panama used the proceedsdeem a portion of its outstanding Brady Bon@s July 17,
2006, Panama redeemed all of its outstanding BBamhds. On August 1, 2006, Panama issued U.S.$30,800
aggregate principal amount of 7.250% Global Bonds @015, the proceeds of which were used to repay t
Barclays Loan.

As of February 28, 2007, outstanding Treasury Nam®unted to $815.1 million. In three monthly
auctions from January 16, 2007 to March 20, 20@hafa issued $110.7 million of zero-coupon Trea8lilyg
with short term maturities (1-year or less) in Paa& capital markets. As of February 28, 2007, taui$ing
Treasury Bills amounted to $168.3 million.

On October 5, 2006, the World Bank approved a $6ilom loan to support the initial phase of the
Government’s public finance reform program, whichl fiocus on restoring fiscal sustainability andgroving
fiscal transparency and public financial managemérite fixed-spread loan is repayable in 18 yeadsiacludes a
two-year grace period.

On March 1, 2006, the Inter-American DevelopmentiBapproved a $45 million loan for the first stagfe
a program to improve sanitation in low-income dittr and reduce pollution of urban rivers and tréies in the
Panama City metropolitan area, including Panama BRye three-phase project is valued at $360 mildod will
receive further funding from Panama and the Govemnof Japan. On March 15, 2006, the Inter-America
Development Bank approved a 20-year $100 milliohicgdbased loan to support Panama’s efforts to cedts
fiscal deficit, strengthen its social security gystand prepare its economy for competition undeirfrige trade
agreements. The loan will be disbursed in twodn&s, the first of which will be for $70 millionOn July 26,
2006, the Inter-American Development Bank approae2b-year $22.7 million loan to Panama for a progta
prevent juvenile violence and improve security innicipalities with the highest rates of violenceEhe Ministry of
Government and Justice will be in charge of thegmm, which will focus on the municipalities of @al David,
Panama City and San Miguelito, through strategit eamprehensive actions to prevent violence. Ogu&ti 9,
2006, the Inter-American Development Bank approx@f-year $27 million loan to Panama for the filsase of a
sustainable development program to improve livingditions in the Chiriqui province. The total pragn cost will
be $32 million, which includes an $5 million graxpected from the Global Environment Facility.

On October 4, 2006, the Inter-American Developnigank approved a 20-year $70 million loan for the
first stage of a program to improve Panama’s redihstructure. Panama will invest $35 million hretfirst phase
of the program, which is part of the Plan Puebladpaa regional integration effort. The first stadehe program is
expected to rehabilitate approximately 315 kilomet®f paved highways and ensure the maintenance of
approximately 1,135 kilometers of priority roadS'he loan includes a six-year grace period and gustable
interest rate. The Inter-American Development Bardy approve additional loans up to $100 millionl &anama
may invest up to $70 million for the next two phasé the program.

On May 24, 2006, Panama entered into a $80 miltkam with the Andean Development Corporation to
fund a program to rehabilitate and improve Panarh@kway system. The total cost of the programsismated at
$125 million, of which Panama will contribute $4%llian. The program will be administered by thegaetment of
Public Works.

On August 9, 2006, the Cabinet approved Panamatssaion to the Central American Bank for Economic
Integration (“BCIE”). Panama will join the BCIE a® non-regional and non-founding member and pay a
subscription of $57.6 million. Of this amount, $44million will be paid in four annual installmenkeginning
thirty days after Panama’s accession becomes i#ectThe balance of Panama’s subscription is bilanly if
required by the BCIE to meet its obligations fonds borrowed or loans guaranteed by it. The BCHEs w
established in 1960 to promote economic integradiat development in Central America. It curremglgomprised
of five regional member countries and five non-cegil member countries.

International Trade
On December 19, 2006, Panama announced the coomptdthegotiations for a free trade agreement with

the United States. In 2005, more than 95 percéfamama’s merchandise exports to the United Statesred
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duty-free as a result of various trade preferemognams designed to promote economic developmanh as the
Caribbean Basin Initiative and the Generalized &ysof Preferences. The free trade agreement wéhUnited
States will expand and secure those benefits forafa in the long term. Upon effectiveness, the trade
agreement will eliminate nearly 90 percent of Paaantariffs on industrial goods immediately, witbnmaining
tariffs phased out over 10 years.

On January 12, 2007, the National Assembly approvad No. 7, which implements the free trade
agreement signed with Chile in June 2006. Upoac#ffeness, the free trade agreement will elimimaarly 93
percent of Chile’s tariffs on goods immediatelyttwiemaining tariffs phased out over 10 years.

Law No. 37 of November 8, 2006 approved the bikdtarvestment treaty signed with Mexico in October
2005.

IMF Relationship

Panama’s most recent standby agreement with tieenbtional Monetary Fund (“IMF”) expired in March
2002, and no new standby facility has been arrangElde IMF concluded its most recent Article IV iew of
Panama in February 2006. In this review, the IM@dutive Board noted Panama'’s recent strong ecangroivth
and reduction of unemployment. The IMF also comueehthe December 2005 social security reform, which
according to the IMF was prepared with exemplawl society engagement.

The Panama Canal

In April 2006, the Panama Canal Authority submittedPresident Torrijos and the Cabinet Council its
recommendation to build a new deeper and wider émeg the Panama Canal through the constructiennafw set
of locks that will double capacity. Water-savingsims will be built alongside the new locks, whigitl reuse 60
percent of the water in each transit, thereby elating the need for constructing dams, flooding digplacing
communities along the Canal’'s Watershed. In Jumk July 2006, the Cabinet Council and National Adsg,
respectively, approved the $5.25 billion PanamaaCarpansion plan. In a national referendum heldoatober
22, 2006, citizens of Panama approved the Panamal @apansion plan, which is currently scheduletbégin in
late 2007 and be completed by 2014.

The Panama Canal expansion plan provides thatrtjegp will be funded entirely by the Panama Canal
Authority, either with its own resources or fromrbmwing to be repaid with its own resources and with
resources of the Republic of Panama. The Panamal Gathority will obtain a portion of these resoas through
an increase in tolls. On January 25, 2007, theanCanal Authority’s Board of Directors gave auitation to
proceed with a formal proposal to restructure tlal's pricing system, which includes proposalsiee tolls over
a three-year period on container ships, passeregsels, general and refrigerated cargo ships, targeel vehicle
carriers. The Panama Canal Authority is solicitiognments on the proposal through March 12, 2007.

In February 2007, the Panama Canal Authority awaithe financial advisory contract for the Panama
Canal expansion to Japan's Mizuho Corporate Bahte contract includes reviewing the financial aspex the
Panama Canal Authority’s Master Plan and expangioposal, providing strategic counsel on financstigictures
and strategies and creating and implementing agiated financial model, among other items.

The Panama Canal Authority announced that tollmags for the fiscal year ending September 30, 2006
reached $1.026 billion, an increase of 21.1% oigeaf year 2005.

On June 14, 2006, the Cabinet approved and presemtihe National Assembly for approval the Panama
Canal Authority’s budget for fiscal year 2007, akiding $176.4 million to the Canal’s investmentgreom.
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DESCRIPTION OF THE GLOBAL BONDS

Panama will issue the global bonds under the fisg@ncy agreement, dated as of September 26, 4997,
amended as of September 4, 2003, between PananiBhanBank of New York (successor in interest toaligih
Chase Bank, N.A)), as fiscal agent. Panama hasiamal a registrar, paying agent and transfer agémt
accordance with the fiscal agency agreement.

The following description is a summary of the matgrrovisions of the global bonds and the fiscgéacy
agreement. Because it is only a summary, the gi#iger may not contain all of the information thatimportant to
you as a potential investor in the global bondhergfore, Panama urges you to read the fiscal agemgreement
and the form of global bond in making your decisitmmwhether to invest in the global bonds. Panams filed a
copy of these documents with the Commission, apiésof these documents are available at the officke fiscal
agent in New York City.

The following description of the particular terms$ the global bonds offered hereby supplements and
replaces any inconsistent information set forththie description of the general terms and provisiohshe debt
securities set forth in the prospectus.

General Terms of the Global Bonds
The global bonds:

» will be issued in an aggregate principal amour450,000,000;

» will mature at par, including any accrued and udpaierest and deducting principal paid with respec
to the regularly scheduled amortization, on Jan@éy2036;

» will bear interest at 6.700% per annum accruingnfidanuary 26, 2007, calculated on the basis of a
360-day year, consisting of twelve 30-day months;

» will pay principal in three equal annual installnepn January 26 of each year, commencing on
January 26, 2034;

« will pay interest semi-annually in arrears in eqgaatallments on January 26 and July 26 of each yea
beginning July 26, 2007, to be paid to the persomhiose name the global bond is registered atltse of
business on the preceding January 11 or July $pecgively;

» will not be redeemable prior to maturity, exceptttee regularly scheduled amortization of princjpal
and are not entitled to the benefit of any sinkund;

* upon issuance, will be direct, unconditional andegal obligations of Panama and will rank equally,
without any preference among themselves, withthkioindebtedness issued in accordance with thalfis
agency agreement and with all other unsecured aadhordinated Indebtedness of Panama,;

» will be recorded on, and transferred through, #erds maintained by DTC and its direct and indirec
participants, including Euroclear and Clearstreaaxembourg;

« will be issued in fully registered book-entry formithout coupons, registered in the name of DTC or
its nominee in denominations of $1,000 and integraltiples of $1,000 in excess thereof;

» will be available in definitive form only under ¢ain limited circumstances; and
» will be a further issuance of, and will be consati& to form a single series with, the Existing &an

The global bonds will contain provisions regardaugeleration and voting on amendments, modification
changes and waivers that differ from those appleale much of Panama’s outstanding Public External
Indebtedness and described in the accompanyingpgetiss. These provisions are commonly referrecago
“collective action clauses.” Under these provisioRanama may amend certain key terms of the glotrads,
including the maturity date, interest rate and pteyment terms, with the consent of the holderaaifless than

S-19



75% of the aggregate principal amount of the ouotlitay global bonds. Additionally, if an event oéfdult has
occurred and is continuing, the global bonds magdsared to be due and payable immediately bydnsldf not
less than 25% of the aggregate principal amouth@butstanding global bonds. Those provisiongdaseribed in
the sections entitled “—Default; Acceleration of Mity” and “—Amendments and Waivers” in this prospes
supplement and “Collective Action Securities” i taccompanying prospectus.

Payment of Principal and Interest

Panama will make payments of principal and inteogsthe global bonds in U.S. dollars through tisedl
agent to DTC, which will receive the funds for distition to the holders of the global bonds. Panaxects that
holders of the global bonds will be paid in accomka with the procedures of DTC and its direct amdirect
participants. Neither Panama nor the fiscal agalithave any responsibility or liability for anyspect of the
records of, or payments made by, DTC or any faiamehe part of DTC to make payments to holderhefglobal
bonds from the funds it receives.

If any date for an interest or principal paymengiday on which banking institutions in New YorkyCare
authorized or obligated by law or executive ordetbe closed, Panama will make the payment on tke Mew
York City banking day. No interest on the globahls will accrue as a result of this delay in pagime

If any money that Panama pays to the fiscal agetd any paying agent for the payment of principibr
interest on the global bonds is not claimed twageadter the principal or interest was due and fpgidPanama, then
the fiscal agent or paying agent will repay the mpto Panama. If this occurs, Panama will promptgfirm the
receipt of this repayment in writing to the fiseaent. After any such repayment, the fiscal agemaying agent
will not be liable with respect to the paymentsowéver, Panama’s obligations to pay the princigaral interest
on the global bonds as they become due will naffeeted by such repayment. The global bondsheilome void
unless presented for payment within five yearsrafie maturity date thereof (or such shorter pe@gsdmay be
prescribed by applicable law).

Default; Acceleration of Maturity
Any of the following events will be an event of daft with respect to the global bonds:

(a) a default by Panama in any payment of prinaggahe global bonds which continues for 15 calenda
days;

(b) a default by Panama in any payment of inteoesthe global bonds which continues for 30 calendar
days;

(c) a default by Panama in the performance of ahgraobligation under the global bonds which camis
for 60 calendar days after the holder of any gldizadds has provided to the fiscal agent writtericeatequiring this
default be remedied;

(d) an acceleration of any aggregate principal amhaf public indebtedness of Panama that exceeds
U.S.$25,000,000 (or its equivalent in any otherency) by reason of an event of default resultirmgrf Panama’s
failure to make any payment of principal or inténesder this public indebtedness when due;

(e) a failure of Panama to make any payment ine&tspf public indebtedness of Panama in an aggregat
principal amount in excess of U.S.$25,000,000 toequivalent in any other currency) when due (Wvbeat stated
maturity, by acceleration or otherwise), which éoués for 30 calendar days after the holder of glapal bonds
has provided to the fiscal agent written noticeurgng this default be remedied,;

(f) a declaration by Panama of a moratorium witkpeet to the payment of principal of, or premium or
interest on, public external indebtedness of Panahieh does not expressly exclude the global boods;

(g) a denial or repudiation by Panama of its obiayes under the global bonds.
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If an event of default described above occurs armbntinuing, the holders of at least 25% of thgregate
principal amount of the outstanding global bondy gy notice to the fiscal agent, declare all thebgl bonds to
be due and payable immediately. Holders of leas 6% of the aggregate principal amount of thetantling
global bonds may not, on their own, declare théaldonds to be due and payable immediately. HisldEglobal
bonds may exercise these rights only by providimgiten demand to Panama and the fiscal agentiateawhen
the event of default is continuing.

Upon any declaration of acceleration, the pringifraterest and all other amounts payable on théailo
bonds will be immediately due and payable on the ¢anama receives written notice of the declaratimless
Panama has remedied the event or events of deféuitto receiving the notice. The holders of 8% or more of
the aggregate principal amount of the outstandlobal bonds may rescind a declaration of accelandfithe event
or events of default giving rise to the declarati@mve been cured or waived.

Fiscal Agent

The fiscal agency agreement contains provisioraing to the obligations and duties of the fisg@m, to
the indemnification of the fiscal agent and to fiseal agent’s relief from responsibility for aatie that it takes.
The fiscal agent is entitled to enter into busineassactions with Panama or any of its respecffibates without
accounting for any profit resulting from such traosons.

Paying Agents; Transfer Agents; Registrar

Panama has initially appointed The Bank of New Y(mliccessor in interest to JPMorgan Chase Bank,
N.A.), as paying agent, transfer agent and regisRanama may at any time appoint new paying agéaissfer
agents and registrars. Panama, however, will éias maintain:

» aprincipal paying agent in New York City, and

» aregistrar in New York City.

In addition, so long as the global bonds are listledhe Luxembourg Stock Exchange and the rulesicif
exchange so require, Panama will maintain a pagiggnt and a transfer agent in Luxembourg. Panariia wi
promptly provide notice (as described under “—Ndaf¢@f the termination or appointment of, or of atfyange in
the office of, any paying agent, transfer agenkegistrar.

Definitive Global Bonds
Panama will issue global bonds in definitive formexchange for the book-entry securities only if:

» DTC is unwilling or unable to continue as depositas ineligible to act as depositary or ceasdsa@
“clearing agency” registered under the U.S. SeimsriExchange Act of 1934, as amended, and Panama
does not appoint a qualified successor within i{@0) days after DTC notifies Panama or Panama
becomes aware that DTC is unwilling, unable origiele to act as depositary or is no longer
registered to be a “clearing agency”;

» Panama, at its option, elects to terminate the teadky system through DTC; or
» an event of default with respect to the global mosigall have occurred and be continuing.

Payments on any definitive global bonds will be mad the Corporate Trust Services Office of thedis
agent in New York City and at the specified officethe paying agent in Luxembourg (against surreradethe
relevant definitive global bond, in the case of pants of principal). You will not be charged a fee the
registration of transfers or exchanges of defimitglobal bonds. You may transfer any definitivgistered global
bond, according to the procedures in the fiscahagagreement, by presenting and surrenderingtheabffice of
any transfer agent.
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Notices

Panama will publish notices to the holders of thebgl bonds in a leading newspaper having general
circulation in London and New York. Panama exp#uds it will make such publication in tl@nancial Timesand
The Wall Street JournalSo long as the global bonds are listed on theembourg Stock Exchange and the rules of
that Exchange so require, Panama will publish eetito the holders of the global bonds on the welsitthe
Luxembourg Stock Exchangeww.bourse.ll or in a leading newspaper having general cirgutatin
Luxembourg. Panama will consider a notice to lvemion the date of its first publication.

In the case of the book-entry securities, notides avill be sent to DTC or its nominee, as the kold
thereof, and DTC will communicate such notices #dDparticipants in accordance with its standarccpdures.

Further Issues of the Global Bonds

From time to time, without the consent of holdefrshe global bonds, and subject to the required@amis
under Panamanian law, Panama may create and idditmaal debt securities with the same terms amttlitions
as those of the global bonds (or the same exceghéamount of the first interest payment andifiseie price),
provided that such additional debt securities dohawe, for purposes of U.S. federal income taxafiegardless of
whether any holders of such debt securities argestito the U.S. federal tax laws), a greater arhadroriginal
issue discount than the global bonds have as addte of issuance of such additional debt secsaritRanama may
also consolidate the additional debt securitifotm a single series with the outstanding globalds

Amendments and Waivers

Panama, the fiscal agent and the holders may dbneradify or take actions with respect to the &isc
agency agreement or the terms of the global boridhs w

» the affirmative vote of the holders of not lessilé® 2/3% in aggregate principal amount of the
outstanding global bonds that are representediatyecalled and held meeting; or

» the written consent of the holders of 66 2/3% igragate principal amount of the outstanding global
bonds.

However, the holders of not less than 75% in agageegrincipal amount of the outstanding global &nd
voting at a meeting or by written consent, mustsemt to any amendment, modification, change or evaiith
respect to the global bonds that would:

* change the due date for the payment of the prihofp@r any installment of interest on, the global
bonds;
» reduce the principal amount of the global bonds;

» reduce the portion of the principal amount thgidgable in the event of an acceleration of the ritgitu
of the global bonds;

* reduce the interest rate of the global bonds;

» change the currency in which any amount in respgttte global bonds is payable or the place or
places in which such payment is to be made;

» permit early redemption of the global bonds;
» change Panama’s obligation to pay any additionalwuants under the global bonds;
» change the definition of “outstanding” with resptrthe global bonds;

» change the governing law provision of the globaidx)
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» change Panama’s appointment of an agent for ticeasf process or Panama’s agreement not to
claim and to waive irrevocably immunity (sovereignotherwise) in respect of any suit, action or
proceeding arising out of or relating to the fisagkncy agreement or to the global bonds;

» change the status of the global bonds, as desanihaéer “Debt Securities—Status of the Debt
Securities” in the prospectus;

» in connection with an offer to acquire all or aryrtion of the global bonds, amend any event of
default under the global bonds; or

* reduce the proportion of the principal amount & tjfiobal bonds that is required:

» to modify, amend or supplement the fiscal ageneg@ment or the terms and conditions of the
global bonds; or

» to make, take or give any request, demand, autitiziz, direction, notice, consent, waiver or
other action.

We refer to the above subjects as “reserved mdttér€hange to a reserved matter, including thenpent
terms of global bonds, can be made without yourseah as long as a supermajority of the holderst (g the
holders of at least 75% in aggregate principal amofithe outstanding global bonds) agrees to hiamge.

If both Panama and the fiscal agent agree, they midlyout the vote or consent of any holder of giebal
bonds, modify, amend or supplement the fiscal agagceement or the global bonds for the purpose of:

* adding to the covenants of Panama for the bertfiteoholders of the global bonds;
» surrendering any right or power conferred upon Raaja
* securing the global bonds pursuant to the requirésnef the global bonds or otherwise;

e curing any ambiguity or curing, correcting or sugpkenting any defective provision contained in the
fiscal agency agreement or in the global bonds; or

» amending the fiscal agency agreement or the glatadis in any manner which Panama and the fiscal
agent may determine and that does not adversedygtaffe interest of any holder of the global boinds
any material respect.

Any modification, amendment or supplement approwethe manner described in this section shall be
binding on the holders of the global bonds.

For purposes of determining whether the requirectqreéage of holders of global bonds is present at a
meeting of holders for quorum purposes or has auaseto or voted in favor of any request, demantharization,
direction, notice, consent, waiver, amendment, fimation or supplement under the global bonds er filscal
agency agreement, global bonds owned, directindiréctly, by or on behalf of Panama or any pdditisubdivision
or instrumentality of Panama will be disregarded deemed not to be “outstanding.”

Please refer to the section entitled “Meetings Antendments” in the prospectus for information oa th
procedures for convening and conducting meetingeeholders of global bonds.

Jurisdiction and Enforcement

Panama is a foreign sovereign state. Consequestly, ability to sue Panama may be limited. Panama
will irrevocably submit to the non-exclusive juristion of any New York State or Federal court inviN¥ork City
in any related proceeding (i.e., any suit, actiopmceeding arising out of or relating to the dséturities or the
warrants or other similar securities) and Panam imevocably agree that all claims in respectasfy related
proceeding may be heard and determined in such¥Y@lw State or Federal court.

Panama will appoint and will agree to maintain pleeson acting as or discharging the function of tibn
General of the Republic of Panama in New York Gisyits process agent to receive, on behalf of Pareard its
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property, service of copies of the summons and daimipand any other process which may be servethynrelated
proceedings.

Panama will irrevocably waive, to the fullest extémnmay effectively do so, the defense of an inarient
forum to the maintenance of any related proceedimd) any objection to any related proceeding ongtoeinds of
venue, residence or domicile.

To the extent that Panama has or may acquire amuimity from jurisdiction of the courts or from any
legal process in the courts, Panama will irrevogagree not to claim and will irrevocably waive anymunity in
respect of any related proceeding. Panama wit@ghat these waivers shall have the fullest spepaitted under
the Foreign Sovereign Immunities Act of 1976 of thated States.

Notwithstanding the foregoing, the execution orattachment of revenues, assets and property ofnRana
located in Panama through the Panamanian coutts pbior to and post-judgment, shall be subjedhtprovisions
of Articles 1047, 1048, 1650 and 1939 of the JadiCiode of the Republic of Panama.

Moreover, Panama has not consented to service me#aovereign immunity with respect to actions
brought against it under United States federal i@esi laws or any State securities laws. In theemce of a waiver
of immunity by Panama with respect to these actirvgould not be possible to obtain a judgmergugh an action
brought against Panama in a court in the UniteteStanless the court were to determine that Pamamat entitled
under the Foreign Sovereign Immunities Act to seiger immunity with respect to such action. Furtheren if a
United States judgment could be obtained in sucacéinn, it may not be possible to enforce in Pamanudgment
based on such a United States judgment. Execufion property of Panama located in the United Stetenforce
a United States judgment may not be possible exapgér the limited circumstances specified in tleekgn
Sovereign Immunities Act.

Purchase of Global Bonds by Panama

Panama may at any time purchase any of the glabadsin any manner and for any consideration. All
global bonds which are purchased by or on behdfasfama may be held, resold or surrendered foretation.

Listing

Application has been made to list the global boodghe Luxembourg Stock Exchange and to have the
global bonds admitted to trading on the Euro MTHké¢a
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GLOBAL CLEARANCE AND SETTLEMENT

Panama has obtained the information in this sectiom sources it believes to be reliable, includfrgm
DTC, Euroclear and Clearstream, Luxembourg, and @aa takes responsibility for the accurate reprodirciof
this information. Panama takes no responsibilitgwkver, for the accuracy of this information. DTELroclear
and Clearstream, Luxembourg are under no obligatmperform or continue to perform the proceduresatibed
below, and they may modify or discontinue themngttame. Neither Panama, the fiscal agent, thastegy, the
paying agent nor the transfer agent will be respllesfor DTC’s, Euroclear's or Clearstream, Luxenuiog's
performance of their obligations under their rukesd procedures. Nor will Panama, the fiscal agéms, registrar,
the paying agent or the transfer agent be respadadir the performance by direct or indirect paigiants of their
obligations under their rules and procedures.

Introduction
The Depository Trust Company

DTC is:

» alimited-purpose trust company organized withia theaning of the New York Banking Law;
e a“banking organization” under the New York Bankiraw;

» a member of the Federal Reserve System;

* a‘“clearing corporation” within the meaning of tNew York Uniform Commercial Code; and

* a‘clearing agency” registered under Section 17#hefSecurities Exchange Act of 1934, as amended.

DTC was created to hold securities for its parcifs and to facilitate the clearance and settleimient
transactions between its participants. It doesttiough electronic book-entry changes in accoohits
participants, eliminating the need for physical mment of securities certificates. DTC is ownedabyumber of its
direct participants and by the New York Stock Exale, Inc., the NASDAQ, American Stock Exchange ted
National Association of Securities Dealers, Inc.

Euroclear and Clearstream, Luxembourg

Like DTC, Euroclear and Clearstream, Luxembourgitsacurities for their participants and facilitéte
clearance and settlement of securities transachietvgeen their participants through electronic beaky changes
in their accounts. Euroclear and Clearstream, mb@urg provide various services to their particigamcluding
the safekeeping, administration, clearance antesstht, and lending and borrowing of internatiopadaded
securities. Euroclear and Clearstream, Luxembpartjcipants are financial institutions such asemditers,
securities brokers and dealers, banks, trust coirapamd other organizations. The underwriterpaiicipant in
Euroclear or Clearstream, Luxembourg. Other babfakers, dealers and trust companies have indaea#ss to
Euroclear or Clearstream, Luxembourg by clearirrgugh or maintaining a custodial relationship vihroclear or
Clearstream, Luxembourg participants.

Distributions with respect to global bonds held dfesially through Clearstream, Luxembourg will beedited
to cash accounts of Clearstream, Luxembourg ppsitts in accordance with its rules and procedurdiset extent
received by the depositary for Clearstream, Luxeungpo

Ownership of Bondsthrough DTC, Euroclear and Clearstream, Luxembourg
Panama will issue the global bonds in the formregf or more fully registered book-entry securities,
registered in the name of Cede & Co., a nomind®TaE. Financial institutions, acting as direct andirect

participants in DTC, will represent your benefidiaterests in the book-entry securities. Thesarfaial institutions
will record the ownership and transfer of your Wigal interests through book-entry accounts. Yoay hold your
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beneficial interest in the book-entry securitiemtigh Euroclear or Clearstream, Luxembourg, if poe a
participant in such systems, or indirectly throwgbanizations that are participants in such systegoclear and
Clearstream, Luxembourg will hold their participgirtieneficial interests in the book-entry secusitiie their
customers’ securities accounts with their depass$ar These depositaries of Euroclear and Cleansire
Luxembourg in turn will hold such interests in theiistomers’ securities accounts with DTC.

Panama and the fiscal agent generally will treatrégistered holder of the global bonds, initidllgde & Co.,
as the absolute owner of the global bonds forappses. Once Panama and the fiscal agent makeepés/to the
registered holders, Panama and the fiscal agehhavibnger be liable on the global bonds for theoants so paid.
Accordingly, if you own a beneficial interest irethook-entry securities, you must rely on the pdoces of the
institutions through which you hold your interestghe book-entry securities (including DTC, Eussn,
Clearstream, Luxembourg and their participant®xercise any of the rights granted to the holdehefbook-entry
securities. Under existing industry practice,afiydesire to take any action that Cede & Co., adtider of such
book-entry securities, is entitled to take, then€& Co. would authorize the DTC participant thrbwghich you
own your beneficial interest to take such actiong that DTC participant would then either authogme to take the
action or act for you on your instructions.

DTC may grant proxies or authorize its participgiotspersons holding beneficial interests in thabgl
bonds through such participants) to exercise aghytsiof a holder or take any other actions thatlddr is entitled
to take under the fiscal agency agreement or thieagjlbonds. Euroclear’s or Clearstream, Luxembsuagility to
take actions as a holder under the global bondseofiscal agency agreement will be limited by alhdity of their
respective depositaries to carry out such actionghem through DTC. Euroclear and Clearstreanxelmbourg
will take such actions only in accordance with tiiespective rules and procedures.

The fiscal agent will not charge you any fees far ¢lobal bonds, other than reasonable fees for the
replacement of lost, stolen, mutilated or destrogiethal bonds. However, you may incur fees forrt@ntenance
and operation of the book-entry accounts with feaning systems in which your beneficial interests held.

Transfers Within and Between DTC, Euroclear and Clarstream, Luxembourg
Trading Between DTC Purchasers and Sellers

DTC participants will transfer interests in the loggd bonds among themselves in the ordinary wayrdatm
to DTC rules. DTC participants will pay for suchrisfers by wire transfer. The laws of some stadqaire certain
purchasers of securities to take physical delivérhe securities in definitive form. These lawaymmpair your
ability to transfer beneficial interests in the lghd bonds to such purchasers. DTC can act onlyetwalf of its
direct participants, who in turn act on behalfrdirect participants and certain banks. Thus, wdaility to pledge
beneficial interests in the global bonds to pergbasdo not participate in the DTC system, anthke other
actions, may be limited because you will not posseghysical certificate that represents your eger

Trading Between Euroclear and/or Clearstream, Luxembourg Participants

Participants in Euroclear and Clearstream, Luxemdpauill transfer interests in the global bonds aigon
themselves in the ordinary way according to theswnd operating procedures of Euroclear and Glears,
Luxembourg.

Trading Between a DTC Seller and a Euroclear or Clearstream, Luxembourg Purchaser

When the global bonds are to be transferred fraemattcount of a DTC participant to the account of a
Euroclear or Clearstream, Luxembourg participame, gurchaser must first send instructions to Eearcbr
Clearstream, Luxembourg through a participant asti®@ne business day prior to the settlement dateoclear or
Clearstream, Luxembourg will then instruct its dgipary to receive the global bonds and make payireerihem.
On the settlement date, the depositary will makement to the DTC participant’'s account and the glddonds will
be credited to the depositary’s account. Aftetlegient has been completed, DTC will credit thebgldyonds to
Euroclear or Clearstream, Luxembourg. EurocleaClearstream, Luxembourg will credit the global benin
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accordance with its usual procedures, to the ppatit’'s account, and the participant will then dtrélge purchaser’s
account. These securities credits will appeanthd day (European time) after the settlement datee cash debit
from the account of Euroclear or Clearstream, Lueung will be back-valued to the value date (whidh be the
preceding day if settlement occurs in New York)sdttlement is not completed on the intended vdhte {.e., the
trade fails), the cash debit will instead be valaethe actual settlement date.

Participants in Euroclear and Clearstream, Luxendaill need to make funds available to Euroclear o
Clearstream, Luxembourg in order to pay for thébgldoonds by wire transfer on the value date. ffibst direct
way of doing this is to preposition fundse(, have funds in place at Euroclear or Clearstrdamembourg before
the value date) either from cash on hand or exjdtires of credit. Under this approach, howevertipipants take
on credit exposure to Euroclear or Clearstream eimixourg until the global bonds are credited torthecounts
one day later.

As an alternative, if Euroclear or Clearstream, éunbourg has extended a line of credit to a pagitipthe
participant may decide not to pre-position funds, tb allow Euroclear or Clearstream, Luxembourgtaw on the
line of credit to finance settlement for the globahds. Under this procedure, Euroclear or Clegash,
Luxembourg would charge the participant overdrifirges for one day, assuming that the overdraficvoa
cleared when the global bonds were credited t@é#ngcipant’s account. However, interest on thebgl bonds
would accrue from the value date. Therefore, imynzases the interest income on global bonds wthieh
participant earns during that one-day period wilbstantially reduce or offset the amount of therdredt charges.
Of course, this result will depend on the costurfds (.e., the interest rate that Euroclear or Clearstream,
Luxembourg charges) to each participant.

Since the settlement will occur during New York imess hours, a DTC participant selling an inteireshe
global bonds can use its usual procedures forfeersy global bonds to the depositaries of Euracier
Clearstream, Luxembourg for the benefit of EuroctaeClearstream, Luxembourg participants. The Bse@er
will receive the sale proceeds on the settlemetat d@hus, to the DTC seller, a cross-market sdlesettle no
differently than a trade between two DTC particitsan

Trading Between a Euroclear or Clearstream, Luxembourg Seller and DTC Purchaser

Due to time zone differences in their favor, Eueacland Clearstream, Luxembourg participants carthesr
usual procedures to transfer global bonds throbgh tepositaries to a DTC participant. The setbest first send
instructions to Euroclear or Clearstream, Luxembatrough a participant at least one business day {p the
settlement date. Euroclear or Clearstream, Luxembwill then instruct its depositary to credit thebal bonds to
the DTC patrticipant’s account and receive paymditite payment will be credited in the account of Hueoclear or
Clearstream, Luxembourg participant on the follogvifay, but the receipt of the cash proceeds wilbdek-valued
to the value date (which will be the preceding dagttlement occurs in New York). If settlemesitniot completed
on the intended value datie(, the trade fails), the receipt of the cash prosesitl instead be valued at the actual
settlement date.

Finally, a day trader that uses Euroclear or Clesasn, Luxembourg and that purchases global baods &
DTC participant for credit to a Euroclear or Cleeram, Luxembourg account holder should note thede trades
will automatically fail on the sale side unlesdrafftive action is taken. At least three techngskould be readily
available to eliminate this potential problem:

» borrowing through Euroclear or Clearstream, Luxeogdor one day (until the purchase side of the day
trade is reflected in its Euroclear or Clearstreanxembourg account) in accordance with the clearin
system'’s customary procedures;

» borrowing the global bonds in the United Statesnfild DTC participant no later than one day prior to
settlement which would give the global bonds sidfic time to be reflected in the borrower’s Euracle
or Clearstream, Luxembourg account in order tdes#tte sale side of the trade; or
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¢ staggering the value dates for the buy and sedlssid the trade so that the value date for thehase
from the DTC participant is at least one day ptthe value date for the sale to the Euroclear or

Clearstream, Luxembourg accountholder
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TAXATION
Panamanian Taxation

The following is a summary of certain Panamaniasoine and estate tax considerations that may beaste
to a prospective investor in the global bonds. Itamary is based on laws, decrees, regulatiotisngsiand
judicial and administrative interpretations in effeon the date of this prospectus supplement. fallich are
subject to change. This summary is not intendexnstitute a complete analysis of the tax consetgseunder
Panamanian law of an investment in the global borfei®spective holders of the global bonds shoolusalt their
own tax advisors to determine the tax consequesrigiag from the purchase, ownership and dispositib the
global bonds.

Taxation of Global Bonds

Interest payable on the global bonds will not bigjett to income tax or withholding requirement$ianama.
Gains realized by a holder of the global bondshenstale or other disposition of the global bondslve exempt
from income or capital gain tax in Panama. Losesesgnized on the sale or disposition of globaldsowill be
disallowed as a deduction for income tax purpodeansfers of global bonds are not subject to stangstate
taxes in Panama.

United States Taxation

The following is a summary of certain United Stdéekeral income and estate tax considerations ey be
relevant to an initial purchaser of a global bont@ihis summary is based on United States federdhtax in effect
on the date of this prospectus supplement. Ahedge laws and authorities are subject to changegttime,
perhaps with retroactive effect. No assuranceshmagiven that any changes in these laws or auikerwill not
affect the accuracy of the discussions set forthigsummary.

This summary deals only with holders that holddglodal bonds as capital assets as defined in thigedn
States federal tax laws. This summary does nqtgatito deal with all aspects of United States falmcome
taxation that may be relevant to a particular haléelight of the holder’s circumstances (for exdmpersons
subject to the alternative minimum tax provisiohthe Internal Revenue Code of 1986, as amended @bde")).
Also, this summary does not address tax consideratipplicable to special classes of holders, asch

» investors who do not purchase the global bondkéroffering at the offering price;
» dealers in securities or currencies, banks, taxrmgterganizations and life insurance companies;
» traders in securities that elect to mark to market;

» persons that hold global bonds as part of a hedgimgsaction or as a position in a straddle or
conversion transaction; and

* United Stated Holders (as defined below) whose tfanal currency for tax purposes is not the
U.S. dollar.

Prospective purchasers of global bonds should corstheir own tax advisors concerning the
consequences, in their particular circumstances, wter the Code, and the laws of any other taxing
jurisdiction, of the ownership of global bonds.

Definition of United States Holder

In general, a “United States Holder” is a holdeglobal bonds who or that is:

« an individual citizen or resident of the United t8&
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» adomestic corporation or partnership;

e an estate the income of which is subject to Uniates federal income tax without regard to its
source; or

 a trust if a court within the United States is alite exercise primary supervision over the
administration of the trust and one or more Uniftdtes persons have the authority to control all
substantial decisions of the trust.

United States Holders
The following discussion applies to you if you ar&nited States Holder.

Payments of Interest. Interest on a global bond will be taxable to yowedinary income at the time it is
received or accrued, depending on your method adwtting for tax purposes.

Interest paid by Panama on the global bonds wilktitute income from sources outside the UnitedeStand
under the foreign tax credit rules, interest paidbixable years beginning before January 1, 20Q#,certain
exceptions, will be “passive” or “financial serv&@ncome, while interest paid in taxable yearsibeigng after
December 31, 2006 will, depending on your circumsts, be “passive” or “general” income which, ither case,
is treated separately from other types of incommeptoposes of computing the foreign tax credit\afible to you
under the United States federal income tax laws.

If a United States Holder purchases a global bon@if amount that is greater than its stated praici
amount, that United States Holder will be considdehave purchased the global bond with “amortz&iond
premium” equal in amount to that excess. A Uni¢ates Holder may elect to amortize that premiumgua
constant yield method over the remaining term efdglobal bond and may offset interest otherwisaired to be
included in respect of the global bond during aagable year by the amortized amount of such exoeshe
taxable year. Any election to amortize bond premapplies to all taxable debt instruments heldheyWnited
States Holder at the beginning of the first taxafdar to which the election applies and to all Healebt
instruments acquired on or after that date. Thket&n may be revoked only with consent of theriméRevenue
Service.

Purchase, Sale, and Retirement of the Global Bonds. Your adjusted tax basis in a global bond will
generally equal its cost to you, reduced by anyréimeal premium, as described above. You will gatigr
recognize capital gain or loss on the sale orestent of a global bond equal to the difference betwthe amount
realized on the sale or retirement (not including amounts attributable to accrued but unpaid @st#rand your
adjusted tax basis in the global bond. Such dagstia or loss will be long-term capital gain osoif the global
bond was held for more than one year. Under ctiteam net capital gains of individuals may be @ lower
rates than items of ordinary income. Your abitdyoffset capital losses against ordinary inconlariged. Any
gain or loss you recognize on the sale or retirdroéa global bond generally will be treated aime from
sources within the United States or loss allocédbiacome from sources within the United Statesféoeign tax
credit limitation purposes.

Non-United States Holders

The following discussion applies to you if you ac a United States person for U.S. federal inctaxre
purposes (“non-United States Holder”).

Interest on the Global Bonds. Subject to the discussion of backup withholdietply, you generally will not
be subject to United States federal income taxudicg withholding tax, on payments of interesttba global
bonds.

However, you may be subject to United States fédecame tax on payments of interest on the gldlmaids
if you:
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e are an insurance company carrying on a U.S. inserdiusiness to which the interest is attributable
within the meaning of the United States federalltavs; or

» have an office or other fixed place of businesthinUnited States to which the interest is attable
and the interest is derived in the active conddi@ banking, financing or similar business withire t
United States.

Disposition of the Global Bonds. Subiject to the discussion of backup withholdietplv, you will not be
subject to United States federal income tax oncapytal gain realized on the sale or retirementhefglobal bonds
unless:

» that gain or income is effectively connected withuyconduct of a trade or business within the White
States; or

* you are an individual who is present in the Uniftdtes for a total of 183 days or more during the
taxable year in which the gain or income is realjznd either:

» the gain is attributable to an office or fixed @aaf business maintained in the United States
by you; or

* you have a tax home in the United States.

Estate Tax. The global bonds will be treated as situatedidatthe United States for purposes of the United
States federal estate tax. Thus, for purposdsabtax, the global bonds will not be included auygross estate for
such purposes.

Backup Withholding and Information Reporting. In general, information reporting requirementdl apply
to payments of principal of and interest on thebgldbonds to non-corporate United States Holdetmi$e
payments are made within the United States or aaerby or through a custodian or nominee thatisited States
Controlled Person, as defined below. Backup wildiing tax will apply to those payments if such aitdd States
Holder fails to provide an accurate taxpayer ide@tion number or, in the case of interest paymefatils to certify
that it is not subject to backup withholding onistified by the Internal Revenue Service that & faled to report
all interest and dividends required to be showit®t/nited States federal income tax returns. Raymof
principal and interest to beneficial owners who rwea-United States Holders generally will not bbjeat to
information reporting and backup withholding, blub$e holders may be required to establish theimgxien from
information reporting and backup withholding bytdging their status on United States Internal Rawe Service
Forms W-8BEN.

The payment of proceeds of a sale or redemptiaiatifal bonds effected at the U.S. office of a broki#l
generally be subject to the information reportimgl &ackup withholding rules described above. lditazh, the
information reporting rules will apply to paymemtsproceeds of a sale or redemption effected ateidn office of
a broker that is a United States Controlled Persnless the broker has documentary evidence tbatdtder or
beneficial owner is a non-United States Holder (dvas no actual knowledge or reason to know théran or the
holder or beneficial owner otherwise establishesxamption.

A payment to a foreign partnership is treated, \sitine exceptions, for backup withholding purposea a
payment directly to the partners, so that the gastare required to provide any required certifara. If you hold
a global bond through a partnership or other pagsigh entity, you should consult your own tax advs
regarding the application of these regulationsdorysituation.

A “United States Controlled Person” is:

* aUnited States person (as defined in the UnitateStTreasury regulations);
» acontrolled foreign corporation for United Statederal income tax purposes;

» a foreign person 50% or more of whose gross incsnuerived for tax purposes from a U.S. trade or
business for a specified three-year period; or
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» a foreign partnership in which United States pessbald more than 50% of the income or capital
interests or which is engaged in a U.S. trade simass.

Any amounts withheld under the backup withholdinkes from a payment to a holder of a global bond

generally will be allowed as a refund or a crediast the holder’s United States federal incomdigbility as
long as the holder provides the required infornmatmthe Internal Revenue Service.
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UNDERWRITING

Under the terms and subject to the conditionsainat in an Underwriting Agreement incorporated by
reference in the terms agreement dated March 2¥%,2@organ Stanley & Co. Incorporated as underwhites
agreed to purchase, and Panama has agreed to 8wl ainderwriter, $450,000,000 principal amounthef global
bonds.

Global bonds sold by the underwriter to the pullitt initially be offered at the public offeringrige set
forth on the cover of this prospectus suppleméinthe global bonds are not all sold at the inibéflering price, the
underwriter may change the offering price and ttieepoffering terms.

The underwriter is offering the global bonds subjecheir acceptance of the global bonds from Rana
and subject to prior sale. The terms agreemeetdad of March 22, 2007 provides that the obligatibthe
underwriter to pay for and accept delivery of thebgl bonds is subject to certain conditions. Thderwriter is
obligated to take and pay for the global bondif are taken.

It is expected that delivery of the global bondH bé made against payment therefor on or aboud#te
specified in the last paragraph of the cover pddhis prospectus supplement, which will be theesglr business
day following the date of pricing of the global lsn(such settlement code being herein referred td & 77).
Under Rule 15c6-1 of the SEC under the U.S. Seesriixchange Act of 1934, as amended (the “Exchawt®,
trades in the secondary market generally are requo settle in three business days, unless thepo that trade
expressly agree otherwise. Accordingly, purchasdrs wish to trade bonds on March 22, 2007 or the foar
succeeding business days will be required, by @idithe fact that the bonds initially will settteT+7, to specify
an alternate settlement cycle at the time of ac $tade to prevent a failed settlement and shoaitgsult their own
advisor.

In order to facilitate the offering of the globarms, the underwriter may engage in transactioais th
stabilize, maintain or otherwise affect the pri¢ehe global bonds. Specifically, the underwritealy over-allot in
connection with the offering, creating a short gosiin the global bonds for its own account. tid#ion, to cover
over-allotments or to stabilize the price of thelal bonds, the underwriter may bid for, and puseha@lobal bonds
in the open market. Any of these activities mapsize or maintain the market price of the globahds above
independent market levels. The underwriter israqtiired to engage in these activities, and mayasydf these
activities at any time.

The underwriter is relying on an exemption obtaifretn the Commission from Rule 101 of Regulation M
under the Securities Act of 1934, as amended, mapect to the trading activities of the underwrited certain of
its affiliates in connection with the offering.

The global bonds are being offered for sale irsgligtions in the United States, Europe and Asiarevftas
legal to make such offers. The underwriter haseggnted and has agreed that they have not offeo&pr
delivered and will not offer, sell or deliver anf/tbe global bonds, directly or indirectly, or dibute this
prospectus supplement or the accompanying prospectany other material relating to the global bgynd or from
any jurisdiction except under circumstances thditresult in compliance with the applicable lawslaegulations
thereof, and will not impose any obligations on &an except as set forth in the terms agreementiaaerwriting
agreement.

The underwriter has specifically agreed to actodlews in the European Economic Area: In relation t
each Member State of the European Economic Areahniiis implemented the Prospectus Directive (each,
“Relevant Member State”), the underwriter has repréed and agreed that with effect from and incigdhe date
on which the Prospectus Directive is implementethat Relevant Member State (the “Relevant Impletatém
Date”) it has not made and will not make an offethe global bonds to the public in that Relevamrivber State
prior to the publication of a prospectus in relatto the global bonds which has been approved éygdmpetent
authority in that Relevant Member State or, whergrapriate, approved in another Relevant MembeeStad
notified to the competent authority in that ReleMsiember State, all in accordance with the Prospebirective,
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except that it may, with effect from and includithg Relevant Implementation Date, make an offehefglobal
bonds to the public in that Relevant Member Statng time:

. to legal entities which are authorized or regeditio operate in the financial markets or, if
not so authorized or regulated, whose corporatpga# is solely to invest in securities;

. to any legal entity which has two or more of §h)average of at least 250 employees
during the last financial year; (2) a total balasbeet of more than €43,000,000 and (3) an annual
net turnover of more than €50,000,000, as shovitsilast annual or consolidated accounts; or

. in any other circumstances which do not requieefublication by Panama of a
prospectus pursuant to Article 3 of the Prospebiiusctive.

For the purposes of this provision, the expresaiofioffer of the global bonds to the public” inagbn to
any global bonds in any Relevant Member State msommunication in any form and by any means of
sufficient information on the terms of the offerdathie global bonds to be offered so as to enabiewvastor to
decide to purchase or subscribe the global borsdheasame may be varied in that Member State pyreasure
implementing the Prospectus Directive in that Menftate, and the expression Prospectus Directivanme
Directive 2003/71/EC and includes any relevant enpénting measure in each Relevant Member State.

Panama has agreed that it will not offer, sell,taar to sell or otherwise dispose of any debt stes of
Panama, guaranteed by Panama or any agency oprisgerontrolled by Panama that are substantiathjar to
the global bonds, are denominated in U.S. dolkesto be placed outside Panama and which havesteno
substantially similar to the global bonds, durihg period beginning March 22, 2007 and continumghd
including, the completion of the distribution oktlglobal bonds, without prior written consent ¢ tinderwriter.

Panama has agreed to indemnify the underwritenagaeértain liabilities, including liabilities undthe
Securities Act of 1933, as amended, and will cbnte to payments that the underwriter may be reguio make in
respect of those liabilities.

The address of Morgan Stanley & Co. IncorporatetbB5 Broadway, New York, New York 10036.
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VALIDITY OF THE GLOBAL BONDS

The validity of the global bonds will be passed mgor Panama by Lic. Oscar Cevillerocurador de la
Administracionof Panama, or by a duly authorized attorney of Rinecuraduria de la Administracigrand by
Arnold & Porter LLP, New York, New York, United Sts counsel to Panama, and for the underwriteruijyw&n
& Cromwell LLP, New York, New York, United Stateounsel to the underwriter, and by Arias, Fabrega &
Fabrega, Panamanian counsel to the underwriterto & matters of Panamanian law, Arnold & PolteP may
rely on the opinion of th€rocurador de la Administracioand Sullivan & Cromwell LLP may rely on the opinio
of Arias, Fabrega & Fabrega. As to all matter&Jofted States law, therocurador de la Administraciomay rely
on the opinion of Arnold & Porter LLP and Arias, fféga & Fabrega may rely on the opinion of Sulliv&an
Cromwell LLP.

OFFICIAL STATEMENTS AND DOCUMENTS

The information set forth herein relating to Panamancluded on the authority and as a public ddfic
statement of Carlos A. Vallarino, Minister of Ecomp and Finance.

GENERAL INFORMATION
Due Authorization

Panama is authorized to issue the global bondsigntdo Cabinet Decree No. 14 dated May 31, 20@6 an
Executive Decree No. 57 dated March 22, 2007.

Listing

Application has been made to list the global boodghe Luxembourg Stock Exchange and to have the
global bonds admitted to trading on the Euro MTHké¢a

Litigation

Except as described herein and in any documentsgocated herein by reference, neither Panamamor a
governmental agency of Panama is involved in aigelion or arbitration or administrative proceeaghrelative to
claims or amounts that are material in the contéxhe issuance of the global bonds and that wadterially and
adversely affect Panama'’s ability to meet its dadligns under the global bonds and the fiscal agemrgement
with respect to the global bonds. No such litigator arbitration or administrative proceedings peading or, so
far as Panama is aware, threatened.

Documents Relating to the Global Bonds

Copies of the fiscal agency agreement and the fofrglobal bond may be inspected during normal
business hours on any day, except Saturdays, Ssiaaalypublic holidays, at the office of the fisagent or paying
agent specified on the inside back cover of thispectus supplement.

Where You Can Find More Information on Panama

Panama has filed its annual report for 2005 on F&B¥K (except for certain exhibits) with the SEC
electronically. Panama’s SEC filings are availabl¢éhe public on the SEC’s websitehdtp://www.sec.gav

Such annual report on Form 18-K, together witheithibits and amendments filed with the SEC befbee t
end of the offering of the global bonds, is consdepart of and incorporated by reference in thigspectus
supplement. If any global bonds are listed onltlneembourg Stock Exchange, copies of the most teeanama
en Cifras(as or when available), or Fanama en Cifraseases to be published, comparable economic infama
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of the Office of the Comptroller General, and angcuiments incorporated by reference in this progmgect
supplement may be obtained in English at the officihe listing agent for the global bonds andhat dffice of the
fiscal agent during usual business hours on any8aturdays, Sundays and public holidays excepted).

Clearing

The global bonds have been accepted for cleardmoagh DTC, Euroclear and Clearstream, LuxemboUsgN(
US698299AW45, Common Code: 024213927, CUSIP: 698289).
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PROSPECTUS

REPUBLIC OF PANAMA

$1,500,000,000

Debt Securities
Warrants

Panama may offer up to $1,500,000,000 (or its equivalent in other currencies) aggregate
principal amount of its debt securities with or without warrants or other sisgtaurities to
purchase, sell or exchange debt securities.

Panama may offer any combination of debt securities and/or warrants rimertottime
in one or more offerings. Panama will provide specific terms of these sexurisupplements
to this prospectus. You should read this prospectus and any prospectus supplement carefully
before you invest.

Panama may sell the securities directly, through agents desigratetirfre to time or
through underwriters or dealers.

Neither the Securities and Exchange Commission nor any state secuggicommission has
approved or disapproved of these securities or determined whetherithprospectus is
accurate or complete. Any representation to the contrary is a criminal éénse.

You should rely only on the information contained or incorporated by referencen this
prospectus or any prospectus supplement. Panama has not authorized anyoog@tovide
you with different or additional information. Panama is not making an offer of these debt
securities or warrants in any place where the offer is not permittedylaw. You should
assume that the information in this prospectus, the prospectus spigment accompanying
this prospectus and the documents incorporated by reference is arate only as of the
respective dates of those documents.

The date of this prospectus is June 27, 2006.
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WHERE YOU CAN FIND MORE
INFORMATION

Panama voluntarily files annual reports
with the Securities and Exchange
Commission, or the SEC. These reports and
any amendments to these reports include
certain financial, statistical and other
information about Panama, and may be
accompanied by exhibits. You may read
and copy any document Panama files with
the SEC at the SEC’s public reference room
in Washington, D.C. You may also obtain
copies of these documents from the public
reference room in Washington by paying a
fee. Please call the SEC at 1-800-SEC-0330
for further information on the public
reference room or log on to
http://www.sec.gov, where the SEC
maintains an Internet site that contains
reports and other information filed by
Panama.

The SEC allows Panama to
“incorporate by reference” into this
prospectus the information Panama files
with it. This means that Panama can
disclose important information to you by

referring you to those documents.
Information that is incorporated by reference
is an important part of this prospectus.
Panama incorporates by reference the
following documents:

¢ Panama’s Annual Report on Form 18-K
for the year ended December 31, 2004;
and

¢ Allamendments to Panama’s Annual
Report on Form 18-K for the year ended
December 31, 2004 filed prior to the
date of this prospectus.

Panama also incorporates by reference all
future annual reports and amendments to
annual reports until it sells all of the debt
securities and warrants covered by this
prospectus. Each time Panama files a
document with the SEC that is incorporated
by reference, the information in that
document automatically updates information
contained in previously filed documents.

You may request a free copy of these
filings by writing or calling the Embassy of
Panama at the following address:

Embassy of Panama
2862 McGill Terrace, N.W.
Washington, D.C. 20008
Attn: Finance Section
(202) 483-1407

DATA DISSEMINATION

Panama is a participant in the General
Data Dissemination System of the
International Monetary Fund, or the IMF.
Countries that participate in the General
Data Dissemination System make a
commitment to use it as a framework to
develop national systems to produce and
disseminate economic, financial and socio-
demographic data. Participation in the
General Data Dissemination System is



voluntary. As a participant, Panama has
committed to undertaking to:

¢ designate a country coordinator to act as
the main contact with the IMF staff on
all issues relating to Panama’s
participation in and implementation of
the General Data Dissemination System;
and

¢ prepare descriptions of Panama’s
statistical practices that the IMF will
post on its Dissemination Standards
Bulletin Board. These descriptions, or
“metadata,” are intended to cover
Panama’s current statistical production
and dissemination practices as well as
plans for short- and medium-term
improvements and, if applicable,
associated technical and other assistance
required to implement these plans.

The metadata prepared by participants
in the General Data Dissemination System
may be found on the IMF’s Dissemination
Standard Bulletin Board. The Internet
website is located at
http://dsbb.imf.org/Applications/web/dsbbho
me. The website and any information on it
are not part of this prospectus. All
references in this prospectus to this website
are inactive textual references to this URL,
or “uniform resource locator,” and are for
your information only.

USE OF PROCEEDS

Unless otherwise specified in the
applicable prospectus supplement, Panama
will use the net proceeds from the sale of the
securities for the general governmental
purposes of Panama, including the
refinancing of domestic and external
indebtedness of Panama and for other
budgetary purposes.

DEBT SECURITIES

Panama may issue debt securities, with
or without warrants, in distinct series at
various times, and these debt securities will
be issued pursuant to a fiscal agency
agreement between Panama and the fiscal
agent. The financial terms and other
specific terms of a particular series of debt
securities will be described in a prospectus
supplement relating to such securities. If the
terms or conditions described in the
prospectus supplement that relates to your
series of debt securities differ from the terms
or conditions described in this prospectus,
you should rely on the terms or conditions
described in the prospectus supplement.

In this description of debt securities,
you will see some initially capitalized terms.
These terms have very particular, legal
meanings, and you can find their definitions
under the heading “Glossary” below.

General

The prospectus supplement that relates
to your debt securities will specify the
following terms:

¢ the specific title or designation of the
debt securities;

¢ the principal amount of the debt
securities;

¢ the price of the debt securities;

¢ the stated maturity date on which
Panama must repay principal;

¢ the rate of any interest the debt securities
will bear and, if variable, the method by
which the interest rate will be calculated,;

¢ the dates when any interest payments
will be made;



the date or dates from which any interest
will accrue;

the record dates for any interest payable
on an interest payment date;

the circumstances and terms, if any,
under which Panama may redeem the
debt securities before maturity;

the circumstances and terms, if any,
under which the holders of the debt
securities may obligate Panama to
redeem, repurchase or repay their
respective securities pursuant to any
sinking fund or analogous provisions or
at the option of those holders;

the currency or currencies in which such
debt securities are denominated, which
may be U.S. dollars, another foreign
currency or units of two or more
currencies;

the currency or currencies for which
such debt securities may be purchased
and in which principal, premium, if any,
and interest may be payable;

if any amount payable in respect of the
debt securities will be determined based
on an index or formula, the method by
which such amount will be determined;

if the debt securities will be issued upon
the exchange or conversion of other debt
securities, the specific terms relating to
this exchange or conversion;

whether any part or all of the debt
securities will be in the form of a global
security and the circumstances in which
a global security will be exchangeable
for certificated (physical) securities;

+ if the debt securities will be listed, the
stock exchange on which they will be
listed:;

¢ whether the debt securities will be
designated “Collective Action
Securities” (as described under the
heading “Collective Action Securities”
below); and

¢ any other terms of the debt securities.

If applicable, the prospectus
supplement may also describe any United
States federal or Panamanian income tax
consequences and special considerations
applicable to that particular series of debt
securities.

Any moneys held by the fiscal agent in
respect of debt securities and remaining
unclaimed for two years after those amounts
have become due and payable shall be
returned to Panama. After the return of
these moneys to Panama, the holder of this
debt security may thereafter look only to
Panama for any payment.

Panama may replace the fiscal agent at
any time, subject to the appointment of a
replacement fiscal agent. The fiscal agent is
an agent of Panama and is not a trustee for
the holders of the debt securities.

Status of the Debt Securities

The debt securities will be direct,
unconditional and general obligations of
Panama. Except as described under the
heading “Negative Pledge” below, the debt
securities are unsecured obligations of
Panama. Panama has pledged its full faith
and credit for the due and punctual payment
of principal of and interest on the debt
securities.



The debt securities of each series will
rank equallyin right of payment with all
other indebtedness issued in accordance
with the fiscal agency agreement and with
all other unsecured and unsubordinated
Indebtedness of Panama.

Form of Debt Securities

Unless otherwise specified in the
prospectus supplement, debt securities
denominated in U.S. dollars will be issued:

¢ onlyin fully registered form;
¢ without interest coupons; and

¢ in denominations of $1,000 and greater
multiples.

Debt securities denominated in another
monetary unit will be issued in the
denominations set forth in the applicable
prospectus supplement.

Payment

Unless otherwise specified in the
applicable prospectus supplement, principal
of, interest on, and premium (if any) on the
debt securities will be payable in U.S.
dollars at the New York office of the fiscal
agent to the registered holders of the debt
securities on the related record date.

The register of holders of debt
securities will be kept at the New York
office of the fiscal agent.

Negative Pledge

Panama undertakes with respect to
each series of debt securities that, as long as
any debt securities of that series remain
outstanding, it will not create or permit to
subsist any Lien upon the whole or any part

of its assets or revenues to secure any Public

External Indebtedness of Panama, unless:

¢+ the debt securities of such series are
secured equally and ratably with such
Public External Indebtedness; or

¢ the debt securities of such series have
the benefit of such other security,
guarantee, indemnity or other
arrangement as shall be approved by the
holders of the debt securities of such
series as provided under the heading
“Meetings and Amendments” below.

Notwithstanding the foregoing, Panama
may create or permit to subsist:

¢ any Lien upon property to secure Public
External Indebtedness of Panama
incurred for the purpose of financing the
acquisition of such property and any
renewal or extension of any such Lien
which is limited to the original property
covered thereby and which secures only
the renewal or extension of the original
secured financing;

¢ any Lien existing on such property at the
time of its acquisition to secure Public
External Indebtedness of Panama and
any renewal or extension of any such
Lien which is limited to the original
property covered thereby and which
secures only the renewal or extension of
the original secured financing;

¢ any Lien in existence on the date of the
fiscal agency agreement, including any
renewal or extension thereof which
secures only the renewal or extension of
the original secured financing;

¢ any Lien contemplated as of July 17,
1996 under the agreements (as they may
be amended) implementing the Republic
of Panama 1995 Financing Plan dated
October 4, 1995 sent to the international
financial community with the
communication dated September 15,



1995 from the Minister of Planning and
Economic Policy of Panama and
explanatory communications relating
thereto and implementing documentation
therefor, including any Lien to secure
obligations under the collateralized
bonds issued thereunder (the
“Collateralized Bonds”);

any Lien securing Public External
Indebtedness of Panama issued upon
surrender for cancellation of the
Collateralized Bonds or the principal
amount of any indebtedness of Panama
outstanding as of the date of the 1995
Financing Plan, in each case, to the
extent such Lien is created to secure
such Public External Indebtedness on a
basis comparable to the Collateralized
Bonds and the principal amount of
Public External Indebtedness so secured
is no greater than the principal amount
of Collateralized Bonds or such other
indebtedness so cancelled;

any Lien securing Public External
Indebtedness incurred for the purpose of
financing all or part of the costs of the
acquisition, construction or development
of a project and any renewal or
extension of such Liemprovidedthat:

¢ the holders of such Public
External Indebtedness expressly
agree to limit their recourse to
the assets and revenues of such
project as the principal source of
repayment of such Public
External Indebtedness; and

¢ the property over which such
Lien is granted consists solely of
such assets and revenues;

¢ any Lien on the properties or revenues of

the Development Trust Fund created by
Republic of Panama Law No. 20 of May

15, 1995 providedthat the equivalent in
U.S. dollars of the amount secured by
such Liens shall not at any time exceed
the amount of all contributions to the
Development Trust Fund from:

¢ the net proceeds from the
privatization of publicly owned
companies or the initial payment
for concessions granted to the
private sector;

¢ the proceeds from sales
conducted of any Interoceanic
Region Assets by the
Interoceanic Region Authority;

¢ sums bequeathed or donated to
the Development Trust Fund by
any person other than Panama or
any governmental agency or
affiliate thereof; and

¢ any earnings on properties or
revenues received pursuant to the
three bullet points immediately
above, and any renewal or
extension of any such Lien which
is limited to the original
properties or revenues covered
thereby; and

¢ Liens in addition to those permitted
under the bullet points above, and any
renewal or extension theregiovided
that the aggregate amount of Public
External Indebtedness secured by such
additional Liens shall not exceed the
equivalent of $25,000,000.

Default

Each of the following events will be an
event of default with respect to each series
of debt securities:



(a) default by Panama in any payment
of principal of any debt securities of such
series for 15 days;

(b) default by Panama in any payment
of interest on any debt securities of such
series for 30 days;

(c) failure of Panama to perform any
other obligation under the debt securities of
that series, which continues for 60 days after
the holder of any debt securities of that
series provides to the fiscal agent written
notice requiring that such default be
remedied,

(d) acceleration of any aggregate
principal amount of Public Indebtedness of
Panama that exceeds $25,000,000 (or its
equivalent in any other currency) by reason
of an event of default arising from Panama’s
failure to make any payment of principal or
interest under this Public Indebtedness when
due;

(e) failure of Panama to make any
payment in respect of the Public
Indebtedness of Panama in an aggregate
principal amount in excess of $25,000,000
(or its equivalent in any other currency)
when due, which continues for 30 days after
the holder of any debt securities of that
series provides to the fiscal agent written
notice requiring that such default be
remedied,

(f) declaration by Panama of a
moratorium with respect to the payment of
principal of, or premium or interest on,
Public External Indebtedness of Panama
which does not expressly exclude the debt
securities of that series; or

(g) denial or repudiation by Panama of
its obligations under the debt securities of
that series.

Acceleration of Maturity

The following description does not
apply to any series of debt securities that
has been designated Collective Action
Securities. See “Collective Action Securities
— Acceleration of Maturity” below for a
description of the corresponding terms of
Collective Action Securities.

If an event of default described in
clause (a), (b), (f) or (g) under the heading
“Default” above occurs with respect to any
series of debt securities, then each holder of
debt securities of that series may declare the
principal of and any accrued interest on the
debt securities it holds immediately due and
payable.

If an event of default described in
clause (c), (d) or (e) under the heading
“Default” above occurs with respect to any
series of debt securities, then the holders of
not less than 25% in principal amount of all
debt securities of that series then outstanding
may declare the principal of and any accrued
interest on all the debt securities of that
series then outstanding immediately due and
payable. Debt securities held directly or
indirectly by or on behalf of Panama, any
political subdivision or instrumentality
thereof shall not be considered
“outstanding” for this purpose.

Holders of debt securities may exercise
these rights only by providing a written
demand to Panama and the fiscal agent at its
New York office at a time when the event of
default is continuing.

Redemption and Repurchase

Unless otherwise set forth in the
applicable prospectus supplement, the debt
securities will not be redeemable prior to
maturity at the option of Panama or the
registered holders of these debt securities.



Panama may at any time purchase debt
securities in any manner and for any price.
These debt securities purchased by Panama
may, at its discretion, be held, resold or
cancelled.

Meetings and Amendments

General A meeting of holders of debt
securities of any series may be called at any
time:

¢+ to make, give or take any request,
demand, authorization, direction, notice,
consent, waiver or other action provided
for in the fiscal agency agreement or the
debt securities of that series; or

¢ to modify, amend or supplement the
terms of the debt securities of that series
or the fiscal agency agreement.

Panama may at any time call a meeting
of holders of debt securities of a series for
any purpose described above. This meeting
would be held at the time and place
determined by Panama. If an event of
default occurs and Panama or the holders of
at least 10% of the aggregate principal
amount of the outstanding debt securities of
a series request (in writing) the fiscal agent
to call a meeting, the fiscal agent will call
such a meeting.

For the purpose of this prospectus,
“outstanding” debt securities do not include:

¢ debt securities cancelled by or delivered
for cancellation to the fiscal agent;

¢ debt securities held for reissuance but
not reissued by the fiscal agent;

¢ debt securities called for redemption;

¢ debt securities which have become due
and payable and for which sufficient

funds to pay amounts owed under these
debt securities have been paid or
provided for; or

¢ debt securities of a series that have been
substituted with another series of debt
securities.

Notice The notice of a meeting will
set forth the time and place of the meeting
and in general terms the action proposed to
be taken at the meeting. This notice shall be
given as provided in the terms of the debt
securities. In addition, this notice shall be
given between 30 to 60 days before the
meeting date; however, in the case of any
meeting to be reconvened after adjournment
for lack of a quorum, this notice shall be
given between 10 and 60 days before the
meeting date.

Voting; Quorum A person who holds
outstanding debt securities of a series or is
duly appointed to act as proxy for a holder
of these debt securities will be entitled to
vote at a meeting of holders of the debt
securities of that series. The presence at the
meeting of persons entitled to vote a
majority of the principal amount of the
outstanding debt securities of a series shall
constitute a quorum with respect to that
series of debt securities.

If a quorum is not present within 30
minutes of the time appointed for the
meeting, the meeting may be adjourned for a
period of at least 10 days as determined by
the chairman of the meeting prior to the
adjournment of the meeting. If the meeting
is convened at the request of the holders,
however, then the meeting shall be
dissolved.

In the absence of a quorum at an
adjourned meeting, this adjourned meeting
may be further adjourned for a period of at
least 10 days as determined by the chairman



of the meeting. Notice of the reconvening
of an adjourned meeting shall be given only
once. This notice shall state expressly the
percentage of the principal amount of the
outstanding debt securities of that series
which shall constitute a quorum. Subject to
the foregoing, at the reconvening of a
meeting adjourned for a lack of a quorum,
the presence of persons entitled to vote 25%
in principal amount of the outstanding debt
securities of a series shall constitute a
guorum with respect to that series of debt
securities for the taking of any action set
forth in the notice of the original meeting.

In addition, any meeting at which a
guorum is present may be adjourned by the
vote of a majority of the principal amount of
the outstanding debt securities of the series
represented at the meeting, and the meeting
may be held as so adjourned without further
notice.

If a quorum is present at the meeting,
any resolution and all matters (other than
those matters identified below that require
the consent of all holders of the debt
securities of a series) shall be effectively
passed or decided by the vote of the persons
entitled to vote 66 2/3% in aggregate
principal amount of the outstanding debt
securities of such series represented and
voting at the meeting.

Regulations The fiscal agent may
make reasonable and customary regulations
as it deems advisable for any meeting with
respect to:

¢ the proof of the holding of debt
securities of a series;

+ the appointment of proxies in respect of
holders of registered debt securities of a
series;

¢ the record date for determining the
registered owners of registered debt
securities of a series;

¢ the adjournment and chairmanship of
such meeting;

¢ the appointment and duties of inspectors
of votes, certificates and other evidence
of the right to vote; and

¢ other matters concerning the conduct of
the meeting that the fiscal agent deems
appropriate.

Chairman The fiscal agent will
appoint a temporary chairman of the
meeting by an instrument in writing. If
Panama or the holders of the debt securities
of a series called the meeting, however, then
Panama or the holders calling the meeting,
as the case may be, will appoint a temporary
chairman by an instrument in writing.

A permanent chairman and a
permanent secretary of the meeting shall be
elected by the vote of the persons entitled to
vote a majority of the principal amount of
the outstanding debt securities of the series
represented and voting at the meeting. The
chairman of the meeting shall have no right
to vote, except as a holder of debt securities
of that series or proxy.

Record A record, and at least one
duplicate, of the proceedings of each
meeting of holders will be prepared. One
copy of the record of each meeting will be
delivered to Panama and another to the
fiscal agent to be preserved by the fiscal
agent.

AmendmentgThe following
description does not apply to any series of
debt securities that has been designated
Collective Action Securities. See
“Collective Action Securities — Amendments



and Waivers” below for a description of the
corresponding terms of Collective Action
Securities).Unless the unanimous consent
of holders of debt securities of an affected
series is required as specified below, with

¢ the affirmative vote, in person or by
proxy, of the holders of at least 66 2/3%
of the aggregate principal amount of the
outstanding debt securities of a series
represented and voting at a duly called
and held meeting; or

¢ the written consent of the holders of at
least 66 2/3% in aggregate principal
amount of the outstanding debt securities
of a series:

(i) Panama and the fiscal agent may modify,
amend or supplement the terms of the debt
securities of a series or, insofar as it affects
the debt securities of that series, the fiscal
agency agreement, in any way and (ii)
holders of debt securities of a series may
make, take or give any request, demand,
authorization, direction, notice, consent,
waiver or action provided by the fiscal
agency agreement or the debt securities of
such series to be made, given or taken by
holders of debt securities of such series.

The following actions may only be
taken with the written consent or affirmative
vote of the holder of each debt security of an
affected series:

¢ changing the due date for the payment of
the principal of, any installment of
interest on, or premium (if any) on the
debt securities of such series;

¢ reducing the principal amount of the
debt securities of such series;

¢ reducing the portion of the principal
amount which is payable in the event of
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an acceleration of the maturity of the
debt securities of such series;

¢ reducing the interest rate on the debt
securities of such series;

¢ reducing the premium, if any, payable
upon the redemption of any debt
securities of such series;

¢ changing the currency in which any
amount in respect of the debt securities of
that series is payable;

¢ changing the required places at which any
amount in respect of the debt securities of
that series is payable;

¢ shortening the period during which
Panama is not permitted to redeem the
debt securities of that series;

¢ permitting Panama to redeem the debt
securities of the affected series, if Panama
is not otherwise permitted to redeem the
debt securities of that series;

¢ reducing the proportion of the principal
amount of the debt securities of that
series that is required:

¢ to modify, amend or supplement
the fiscal agency agreement or
the terms and conditions of the
debt securities of that series, or

¢ to make, take or give any request,
demand, authorization, direction,
notice, consent, waiver or other
action; or

¢ changing the obligation of Panama to
pay additional amounts under the debt
securities of that series.

Panama and the fiscal agent may,
without the vote or consent of any holder of



debt securities of a series, modify, amend or
supplement the fiscal agency agreement or
the debt securities of any series for the
purpose of:

¢ adding to the covenants of Panama;

¢ surrendering any right or power
conferred upon Panama,;

¢ securing the debt securities of that series
pursuant to the requirements of the debt
securities or otherwise;

¢ correcting any defective provision
contained in the fiscal agency agreement
or in the debt securities of that series; or

¢+ amending the fiscal agency agreement or
the debt securities of that series in any
manner that Panama and the fiscal agent
may determine and that does not
adversely affect the interest of any
holder of debt securities of that series.

Any modification, amendment or
supplement approved in the manner
described in this section shall be binding on
the holders of debt securities of such series.

Judgment Currency

If a court renders a judgment in respect
of amounts due to a holder of a debt security
permitting Panama to pay such amounts in a
currency (“judgment currency”) other than
the currency in which the debt security was
required to be paid by its terms (“debt
security currency”), Panama and such holder
are deemed to have agreed, to the fullest
extent permitted under applicable law, that:

¢ the rate of exchange for determining the
amount of such judgment shall be based
on the rate at which such holder, using
normal banking procedures, could
purchase the debt security currency with
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the judgment currency in the relevant
principal financial center for the debt
security currency, two business days
preceding the date of such judgment; and

¢ if on the business day following the
holder’s receipt of such payment in the
judgment currency, such holder is not
able, in accordance with normal banking
procedures, to purchase with the
judgment amount at least the amount of
debt security currency that was due to
him under the original terms of the debt
security, Panama will indemnify such
holder for the shortfall; if such holder is
able to purchase with such judgment
currency an amount of debt security
currency greater than that to which he
would have been entitled, and if all of
Panama’s obligations to such holder
under the debt securities are fully paid,
such holder agrees to remit any excess to
Panama.

Tax Withholding; Payment of Additional
Amounts

All payments of principal and interest
in respect of the debt securities of any series
by Panama will be made without
withholding or deduction for or on account
of any present or future taxes, duties,
assessments or governmental charges of
whatever nature imposed or levied by
Panama or any other jurisdiction from which
or through which payment is made to
holders of debt securities in respect of the
debt securities, or any political subdivision
or authority of or in Panama or such other
jurisdiction, having power to tax (together,
“Taxes”), unless such withholding or
deduction is required by law. In that event,
Panama shall pay such additional amounts
as will result in receipt by the holders of
debt securities of such amounts as would
have been received by them had no such
withholding or deduction been required,



except that no such additional amounts shall
be payable with respect to any debt security
of any series:

(a) to a holder where such holder is
liable to pay such Taxes in respect of any
debt security of such series by reason of
such holder’s having some connection with
Panama other than the mere holding of such
debt security of such series or the receipt of
principal and interest in respect thereof;

(b) to a holder who is liable for such
Taxes by reason of such holder’s failure to
comply with any reasonable certification,
identification or other reporting requirement
concerning the nationality, residence,
identity or connection with Panama, or any
political subdivision or taxing authority of or
in Panama, of such holder or the holder of
any interest in such debt security of such
series or rights in respect thereof, if
compliance is required by Panama, or any
political subdivision or taxing authority of or
in Panama, as a precondition to exemption
from such deduction or withholding;
provided, howevethat the limitations on
Panama’s obligations to pay additional
amounts shall not apply if such certification,
identification, or other reporting
requirements would be materially more
onerous, in form, in procedure, or in
substance of information disclosed by the
relevant holders or beneficial owners than
comparable information or other reporting
requirements imposed by United States tax
law, regulation or administrative practice; or

(c) to a holder who is liable for such
Taxes by reason of the failure of such holder
to present such holder’s debt security for
payment (where such presentation is
required) within 30 calendar days after the
date on which such payment thereof became
due and payable or is duly provided for and
notice thereof is given to the holder,
whichever occurs later, except to the extent
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that such holder would have been entitled to

additional amounts in respect of such Taxes

on presenting such debt security for payment
on any date within such 30 calendar days.

Any reference in this prospectus to
“principal” and/or “interest” shall be
deemed to include any additional amounts
that may be payable under the debt
securities.

Global Securities

The prospectus supplement that relates
to your debt securities indicates whether any
of the debt securities you purchase will be
represented by a global security. The
aggregate principal amount of any global
security equals the sum of the principal
amount of all the debt securities it
represents. The global security will be
registered in the name of the depositary
identified in the prospectus supplement or its
nominee, and will be deposited with the
depositary, its nominee or a custodian.

Limitations on Your Ability to Obtain
Debt Securities Registered in Your Name.
The global security will not be registered in
the name of any person other than the
depositary or its nominee. Similarly, the
global security will not be exchanged for
debt securities that are registered in the
name of any person other than the
depositary or its nominee. An exception to
these restrictions would be made only if:

¢ the depositary notifies Panama that it is
unwilling, unable or no longer qualified
to continue to act as depositary and
Panama does not appoint a successor
depositary within 90 days;

¢ at any time Panama decides it no longer
wishes to have all or part of the debt
securities represented by a global
security; or



¢ an event of default has occurred and is
continuing with respect to the series of
debt securities represented by the global
security.

In those circumstances, the depositary
will determine in whose names to register
any certificated (physical) debt securities
issued in exchange for the global security.
These certificated (physical) debt securities
will be issued:

¢ onlyin fully registered form;
¢ without interest coupons; and

¢ in denominations of $1,000 and greater
multiples.

The depositary or its nominee will be
considered the sole owner and holder of the
global security for all purposes. As a result:

¢ you cannot have debt securities
registered in your name for so long as
they are represented by the global
security;

¢ you cannot receive certificated
(physical) debt securities in your name
in exchange for your beneficial interest
in the global security;

¢ you will not be considered to be the
owner or holder of the global security or
any debt securities represented by the
global security for any purpose;

¢ you cannot assert any right of a holder of
the debt securities unless you are
authorized by the depositary and the
participant through which you hold your
beneficial interest; and

¢ all payments on the global security will
be made to the depositary or its nominee.
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In some jurisdictions, certain types of
purchasers (such as some insurance
companies) are not permitted to own
securities represented by a global security.
These laws may limit your ability to sell or
transfer your beneficial interest in the global
security to these types of purchasers.

Beneficial Interests in and Payments
on Global Security.Institutions that have
accounts with the depositary or a nominee of
the depositary, such as securities brokers
and dealers, are called participants. Only
participants, and persons who hold
beneficial interests through participants, can
own a beneficial interest in the global
security. The depositary keeps records of
the ownership and transfer of beneficial
interests in the global security by its
participants. In turn, participants keep
records of the ownership and transfer of
beneficial interests in the global security by
other persons (such as their customers). No
other records of the ownership and transfer
of beneficial interests in the global security
will be kept.

When the depositary receives payment
of principal or interest on the global
security, the depositary is expected to credit
its participants’ accounts in amounts that
correspond to their respective beneficial
interests in the global security. In turn, after
the participants’ accounts are credited, the
participants are expected to credit the
accounts of the owners of beneficial
interests in the global security in amounts
that correspond to the owners’ respective
beneficial interests in the global security.

The depositary and its participants
establish policies and procedures that govern
payments, transfers, exchanges and other
important matters that affect owners of
beneficial interests in the global security.

The depositary and its participants may
change these policies and procedures from



time to time. Panama has no responsibility
or liability for the records of the depositary
or its participants relating to the ownership
of beneficial interests in the global security.
Also, Panama is not responsible for
maintaining, supervising or reviewing those
records or payments. Panama has no
responsibility or liability for any aspect of
the relationship between the depositary and
its participants or for any aspects of the
relationship between participants and
owners of beneficial interests in the global
security.

COLLECTIVE ACTION SECURITIES

Panama may designate a particular
series of debt securities to be “Collective
Action Securities,” the specific terms of
which will be described in the prospectus
supplement relating to such securities.
Collective Action Securities will have the
same terms and conditions as the securities
described under the heading “Debt
Securities” above, except that such
Collective Action Securities shall contain
different provisions relating to certain
aspects of default, acceleration and voting
on amendments, modifications, changes and
waivers, as follows:

Acceleration of Maturity

If an event of default described under
the heading “Debt Securities — Default”
above occurs and is continuing with respect
to any series of debt securities that have
been designated Collective Action
Securities, the holders of at least 25% of the
aggregate principal amount of the
outstanding debt securities of that series
may, by notice to the fiscal agent, declare all
the debt securities of that series to be due
and payable immediately. Holders of less
than 25% of the aggregate principal amount
of the outstanding debt securities of that
series may not, on their own, declare the
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debt securities of that series to be due and
payable immediately. Holders of debt
securities of that series may exercise these
rights only by providing a written demand to
Panama and the fiscal agent at a time when
the event of default is continuing.

Upon any declaration of acceleration,
the principal, interest and all other amounts
payable on the debt securities of that series
will be immediately due and payable on the
date Panama receives written notice of the
declaration, unless Panama has remedied the
event or events of default prior to receiving
the notice. The holders of 66 2/3% or more
of the aggregate principal amount of the
outstanding debt securities of that series may
rescind a declaration of acceleration if the
event or events of default giving rise to the
declaration have been cured or waived.

Amendments and Waivers

Panama, the fiscal agent and the
holders may generally modify or take
actions with respect to the fiscal agency
agreement or the terms of the debt securities
of any series that have been designated
Collective Action Securities with:

+ the affirmative vote of the holders of not
less than 66 2/3% in aggregate principal
amount of the outstanding debt securities
of that series that are represented at a
duly called and held meeting; or

¢ the written consent of the holders of 66
2/3% in aggregate principal amount of
the outstanding debt securities of that
series.

However, the holders of not less than
75% in aggregate principal amount of the
outstanding debt securities of that series,
voting at a meeting or by written consent,
must consent to any amendment,
modification, change or waiver with respect



to the debt securities of that series that
would:

¢ change the due date for the payment of
the principal of, or any installment of
interest on, the debt securities of that
series;

¢ reduce the principal amount of the debt
securities of that series;

¢ reduce the portion of the principal
amount that is payable in the event of an
acceleration of the maturity of the debt
securities of that series;

¢ reduce the interest rate or the premium
payable upon early redemption of the
debt securities of that series;

¢ change the currency in which any
amount in respect of the debt securities
of that series is payable or the place or
places in which such payment is to be
made;

¢ permit early redemption of the debt
securities of that series or, if early
redemption is already permitted, shorten
the period during which Panama is not
permitted to redeem the debt securities
of that series;

¢ change Panama’s obligation to pay any
additional amounts under the debt
securities of that series;

¢ change the definition of “outstanding”
with respect to the debt securities of that
series;

¢ change the governing law provision of
the debt securities of that series;

¢ change Panama’s appointment of an

agent for the service of process or
Panama’s agreement not to claim and to
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waive irrevocably immunity (sovereign
or otherwise) in respect of any suit,
action or proceeding arising out of or
relating to the fiscal agency agreement
or to the debt securities of that series;

¢ change the status of the debt securities of
that series, as described under the
heading “Debt Securities — Status of the
Debt Securities” above;

¢ in connection with an offer to acquire all
or any portion of the debt securities of
that series, amend any event of default
under the debt securities of that series; or

¢ reduce the proportion of the principal
amount of the debt securities of that
series that is required:

¢ to modify, amend or supplement
the fiscal agency agreement or
the terms and conditions of the
debt securities of that series; or

¢ to make, take or give any request,
demand, authorization, direction,
notice, consent, waiver or other
action.

Panama refers to the above subjects as
“reserved matters.” A change to a reserved
matter, including the payment terms of any
series of debt securities that have been
designated Collective Action Securities, can
be made without your consent, as long as a
supermajority of the holders (that is, the
holders of at least 75% in aggregate
principal amount of the outstanding debt
securities) agrees to the change.

If both Panama and the fiscal agent
agree, they may, without the vote or consent
of any holder of debt securities of a series,
modify, amend or supplement the fiscal
agency agreement or the debt securities of
any series for the purpose of:



¢ adding to the covenants of Panama;

¢ surrendering any right or power
conferred upon Panama,;

¢ securing the debt securities of that series
pursuant to the requirements of the debt
securities or otherwise;

¢ curing any ambiguity or curing,
correcting or supplementing any
defective provision contained in the
fiscal agency agreement or in the debt
securities of that series; or

¢+ amending the fiscal agency agreement or
the debt securities of that series in any
manner which Panama and the fiscal
agent may determine and that does not
adversely affect the interest of any
holder of debt securities of that series in
any material respect.

Any modification, amendment or
supplement approved in the manner
described in this section shall be binding on
the holders of debt securities of such series.

For purposes of determining whether
the required percentage of holders of any
series of debt securities that have been
designated Collective Action Securities is
present at a meeting of holders for quorum
purposes or has approved any amendment,
modification or change to, or waiver of,
such debt securities or the fiscal agency
agreement, or whether the required
percentage of holders has delivered a notice
of acceleration, debt securities owned,
directly or indirectly, by or on behalf of
Panama or any political subdivision or
instrumentality of Panama will be
disregarded and deemed not to be
“outstanding.”

Except as specifically set forth in this
prospectus, the other terms set forth under
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“Debt Securities — Meetings and
Amendments”, including notice, quorum

and other meeting and consent provisions,
remain unchanged with respect to Collective
Action Securities.

Further Issues of Debt Securities of a
Series

From time to time, without the consent
of holders of the debt securities of any series
that have been designated Collective Action
Securities, and subject to the required
approvals under Panamanian law, Panama
may create and issue additional debt
securities with the same terms and
conditions as those of the debt securities of
that series (or the same except for the
amount of the first interest payment and the
issue price)providedthat such additional
debt securities do not have, for purposes of
U.S. federal income taxation (regardless of
whether any holders of such debt securities
are subject to the U.S. federal tax laws), a
greater amount of original issue discount
than the debt securities of that series have as
of the date of issuance of such additional
debt securities. Panama may also
consolidate the additional debt securities to
form a single series with the outstanding
debt securities of that series.

WARRANTS

Panama may issue warrants or other
similar securities, either separately or
together with debt securities, that would
entitle the holder to purchase debt securities
or obligate Panama to repurchase or
exchange debt securities. If Panama issues
any warrants, each issue of warrants will be
issued under a warrant agreement between
Panama and a bank or trust company, as
warrant agent. The terms of any warrant
agreement related to the issue of warrants
and the specific terms of the issue of
warrants will be described in the prospectus



supplement that relates to your particular
warrants. The prospectus supplement that
relates to your particular warrants or other
similar securities will describe the following
terms:

¢ the terms listed under the heading “Debt
Securities” above as they relate to the
particular debt securities you have the
right to purchase if you exercise your
warrants;

¢ the amount of debt securities each
warrant entitles you to purchase if you
exercise your warrants and the purchase
price of those debt securities;

¢+ the amount and type of debt securities
that you may obligate Panama to
purchase or exchange if you exercise
your warrants or other securities and the
purchase price for those debt securities;

¢ the procedures you must follow and the
conditions you must satisfy to exercise
your warrants or other securities;

¢ the dates on which your right to exercise
your warrants or other securities begins
and expires;

¢ the conditions, if any, under which
Panama may cancel or terminate your
warrants or other securities;

¢ whether and when your warrants or other
securities and any debt securities issued
together with your warrants or other
securities may be sold or transferred
separately;

¢ whether the certificates that represent the
warrants or other securities will be
issued in registered or bearer form,
whether they will be exchangeable as
between such forms and, if issued in
registered form, whether the warrants or
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other securities can be transferred and
registered,

¢ any special United States federal income
tax considerations applicable to the
issuance of your warrants or other
securities; and

¢ any other terms of such warrants or other
securities.

GOVERNING LAW

The fiscal agency agreement, any
warrant agreement, the debt securities and
any warrants will be governed by and
interpreted in accordance with the laws of
the State of New York, without regard to
any conflicts-of-laws principles that would
require the application of the laws of a
jurisdiction other than the State of New
York; provided however that the laws of
Panama will govern all matters concerning
authorization and execution of all
agreements and securities by Panama.

JURISDICTION AND ENFORCEMENT

Panama is a foreign sovereign state.
Consequently, your ability to sue Panama
may be limited. Panama will irrevocably
submit to the non-exclusive jurisdiction of
any New York State or Federal court in New
York City in any related proceedingd,
any suit, action or proceeding arising out of
or relating to the debt securities or the
warrants or other similar securities) and
Panama will irrevocably agree that all
claims in respect of any related proceeding
may be heard and determined in such New
York State or Federal court.

Panama will appoint and will agree to
maintain the person acting as or discharging
the function of Consul General of the
Republic of Panama in New York City as its
process agent to receive, on behalf of



Panama and its property, service of copies of
the summons and complaint and any other
process which may be served in any related
proceedings. The address of the office of
the process agent is:

1212 Avenue of the Americas
10th Floor
New York, New York 10036

Panama will irrevocably waive, to the
fullest extent it may effectively do so, the
defense of an inconvenient forum to the
maintenance of any related proceeding and
any objection to any related proceeding on
the grounds of venue, residence or domicile.

To the extent that Panama has or may
acquire any immunity from jurisdiction of
the courts or from any legal process in the
courts, Panama will irrevocably agree not to
claim and will irrevocably waive any
immunity in respect of any related
proceeding. Panama will agree that these
waivers shall have the fullest scope
permitted under the Foreign Sovereign
Immunities Act of 1976 of the United States.

Notwithstanding the foregoing, the
execution on or attachment of revenues,
assets and property of Panama located in
Panama through the Panamanian courts,
both prior to and post-judgment, shall be
subject to the provisions of Articles 1047,
1048, 1065 and 1939 of the Judicial Code of
the Republic of Panama.

Moreover, Panama has not consented
to service or waived sovereign immunity
with respect to actions brought against it
under United States federal securities laws
or any State securities laws. In the absence
of a waiver of immunity by Panama with
respect to these actions, it would not be
possible to obtain a judgment in such an
action brought against Panama in a court in
the United States unless the court were to

18

determine that Panama is not entitled under
the Foreign Sovereign Immunities Act to
sovereign immunity with respect to such
action. Further, even if a United States
judgment could be obtained in such an
action, it may not be possible to enforce in
Panama a judgment based on such a United
States judgment. Execution upon property
of Panama located in the United States to
enforce a United States judgment may not
be possible except under the limited
circumstances specified in the Foreign
Sovereign Immunities Act.

PLAN OF DISTRIBUTION

Panama may sell any combination of
the debt securities and/or warrants or other
similar securities in any of three ways:

¢ through underwriters or dealers;
¢ directly to one or more purchasers; or
¢ through agents.

Each prospectus supplement will set
forth:

¢ the name or names of any underwriters
or agents;

¢ the purchase price of the securities of
that series;

¢ the net proceeds to Panama from the sale
of the securities;

¢ any underwriting discounts, agent
commissions or other items constituting
underwriters’ or agents’ compensation;

¢ any initial public offering price;

¢ any discounts or concessions allowed or
reallowed or paid to dealers; and



¢ any securities exchanges on which the
securities may be listed.

The securities may be sold from time
to time in distinct series by different means
at different prices that are negotiated and
fixed or that vary based on market prices.

Underwriters used in the sale of
securities will distribute these securities on a
firm commitment basis. In this case, the
underwriters will acquire these securities for
their own account and may resell them from
time to time in one or more transactions,
including negotiated transactions, at a fixed
public offering price or at varying prices to
be determined at the time of sale. Panama
may offer the securities to the public either
through underwriting syndicates represented
by managing underwriters or directly by
underwriters. Unless otherwise set forth in
the applicable prospectus supplement, the
obligations of the underwriters to purchase
the securities will be subject to certain
conditions precedent and the underwriters
will be obligated to purchase all such
securities if any are purchased. The
underwriters may change any initial public
offering price and any discounts or
concessions allowed or reallowed or paid to
dealers.

Panama may also sell securities of any
series directly to the public or through
agents designated by Panama from time to
time. Unless otherwise specified in the
applicable prospectus supplement, an agent
used in the sale of securities will sell the
securities on a reasonable best efforts basis
for the period of its appointment.

In compliance with NASD guidelines,
the maximum compensation to any
underwriters or agents in connection with
the sale of any securities pursuant to this
prospectus and any applicable prospectus
supplement will not exceed 8% of the
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aggregate total offering price to the public of
such securities as set forth on the cover page
of the applicable prospectus supplement;
however, it is anticipated that the maximum
compensation paid will be significantly less
than 8%.

Panama may authorize agents,
underwriters or dealers to solicit offers by
certain specified entities to purchase the
securities from Panama under “delayed
delivery” contracts. Purchasers of securities
under delayed delivery contracts will pay the
public offering price plus accrued interest, if
any, and will take delivery of these
securities on a date or dates stated in the
applicable prospectus supplement. Delayed
delivery contracts will be subject only to
those conditions set forth in the applicable
prospectus supplement. The applicable
prospectus supplement will set forth the
commission payable for solicitation of these
delayed delivery contracts.

Panama may offer the securities of any
series to present holders of other securities
of Panama as consideration for the purchase
or exchange by Panama of other securities.
This offer may be in connection with a
publicly announced tender, exchange or
other offer for these securities or in privately
negotiated transactions. This offering may
be in addition to or in lieu of sales of
securities directly or through underwriters or
agents as set forth in the applicable
prospectus supplement.

Panama may agree to indemnify agents
and underwriters against certain liabilities,
including liabilities under the United States
Securities Act of 1933, or to contribute to
payments which the agents or underwriters
may be required to make in respect of any of
these liabilities. Agents and underwriters
may engage in transactions with or perform
services for Panama in the ordinary course
of business.



VALIDITY OF THE SECURITIES

The validity of the debt securities and
warrants or other similar securities will be
passed upon for Panama by Brecurador
de la Administraciomf Panama, or by a
duly authorized attorney of the
Procuraduria de la Administraciéand by
Arnold & Porter LLP, United States counsel
to Panama, and for the underwriters, if any,
by United States counsel and Panamanian
counsel to the underwriters named in the
applicable prospectus supplement.

As to all matters of Panamanian law,
Arnold & Porter LLP may rely on the
opinion of theProcurador de la
Administracion. As to all matters of United
States law, th@rocurador de la
Administracionmay rely on the opinion of
Arnold & Porter LLP. Certain statements
with respect to matters of Panamanian law
in this prospectus have been passed upon by
theProcurador de la Administraciémnd
are made upon his authority.

OFFICIAL STATEMENTS

Information included in this prospectus
which is identified as being derived from a
publication of, or supplied by, Panama or
one of its agencies or instrumentalities is
included on the authority of that publication
as a public official document of Panama.
All other information in this prospectus and
the registration statement (of which this
prospectus is a part) is included as a public
official statement made on the authority of
the Minister of Economy and Finance of
Panama.
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AUTHORIZED REPRESENTATIVE

The authorized representative of
Panama in the United States of America is
the Ambassador of Panama to the United
States of America, whose address is:

Embassy of Panama
2862 McGill Terrace, N.W.
Washington, D.C. 20008

GLOSSARY

“Indebtedness” means any payment
obligations (whether pursuant to a guarantee
or otherwise), including any contingent
liability, for borrowed money or arising
from bonds, debentures, notes or similar
instruments.

“Interoceanic Region Assets” means
real property and properties reverting to
Panama pursuant to the Panama Canal
Treaty between Panama and the United
States, dated September 7, 1977.

“Lien” means any lien, pledge,
mortgage, security interest, deed of trust,
charge or other encumbrance or preferential
arrangement which has the practical effect
of constituting a security interest with
respect to the payment of any obligations
with or from revenues or the proceeds of any
asset of any kind whether in effect on the
date the fiscal agency agreement becomes
effective or at any time thereatfter.

“Public External Indebtedness” means
any Public Indebtedness which is not issued
pursuant to agreements or evidenced by
instruments that submit the resolution of all
disputes arising thereunder to the exclusive
jurisdiction of the courts of Panama.

“Public Indebtedness” means any
Indebtedness of, or guaranteed by, Panama
which:



¢

is publicly offered or privately placed in
securities markets;

is in the form of, or represented by,
bonds, notes or other securities or any
guarantees thereof;

is, or was intended at the time of issue to
be, quoted, listed or traded on any stock
exchange, automated trading system or
over-the-counter or other securities
market (including, without prejudice to
the generality of the foregoing, securities
eligible for sale pursuant to Rule 144A
under the United States Securities Act of
1933 (or any successor law or regulation
of similar effect)); and

has an original maturity of more than
one year or is combined with a
commitment so that the original maturity
of one year or less may be extended at
the option of Panama to a period in
excess of one year.
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