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|. NON-CONVENTIONAL RENEWABLE

ENERGY SOURCES

The Law 1715 of 2014 defined Non-
Conventional Renewable Energy Sources
(NCRS) as those renewable energy
resources available worldwide that are
environmentally sustainable but are not
widely used or are used marginally in the
country and are not extensively
marketed.

NCRS include biomass, small
hydroelectric plants  (SHP), wind,
geothermal, solar, and marine energy.
Additionally, the Energy Transition Law
established other sources such as green power (SHP) energy.
hydrogen, blue hydrogen, and recently,
white hydrogen, as NCRS.

However, other sources may be
considered NCRS as determined by
UPME (Mining and Energy Planning
Unit).

Law 1715 of 2014 and Law 2099 of 2021

Hydrogen.
Geothermal energy.
Solar energy.

Wind energy.
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Small hydroelectric

Ocean energy.

<<

Energy from waste.
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Il. LEGAL FRAMEWORK

Through Law 1715 of 2014, Colombia established a general regulatory framework
for Non-Conventional Renewable Energy Sources (NCRS), aiming to promote
these types of investments within the national territory, recognizing their global
importance.

Over recent years, Law 1715 of 2014 has undergone modifications, primarily
affecting fiscal provisions. The amendments introduced by Law 1955 of 2019 - part
of President Ivan Duque's National Development Plan (2018-2022) - streamlined
administrative procedures for qualification processes for benefits (administrative
procedures before Colombia's environmental authority) and extended the
deadlines for special deductions.

These regulatory changes have been implemented through legal instruments
that have adjusted specific details and practical issues.
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Below, we specify the regulatory framework for the
application of tax incentives for projects using Non-
Conventional Renewable Energy Sources:

Ley 1715 del 13 de mayo de 2014. "By
which  the integration of Non-
Conventional Renewable Energies into
the National Energy System s
regulated."

Decreto 2143 del 4 de noviembre de
2015 del Ministerio de Minas y Energia:
"By which Decree 1073 of 2015 of the
Unified Regulatory Decree is
supplemented on the guidelines for the
application of incentives of Law 1715 of
2014."

Ley 1955 del 25 de mayo de 2019: "By
which the National Development Plan
2018-2022 is issued, modifying Article 11
of Law 1715 of 2014, related to Incentives
for electricity generation with Non-
Conventional Sources (NCS)."

Ley 2294 del 2023: "By which the
National Development Plan 2022-2026
is issued, adding paragraphs 25 and 26
to Article 5 of Law 1715 of 2014."

Decreto 2106 del 22 de noviembre de
2019: "By which norms are issued to

simplify, suppress, and reform
unnecessary procedures, processes, and
procedures existing in public

administration."

e Decreto 829 del 10 de junio de 2020:

"By which Articles 11, 12, 13, and 14 of
Law 1715 of 2014 are regulated, and
Decree 1625 of 2016, the Unified
Regulatory Decree in Tax Matters, is
modified and supplemented, and
certain articles of Decree 1073, the
Unified Regulatory Decree of the
Administrative Sector of Mines and
Energy, are repealed."

Resolucion 203 de 2020 de la Unidad
de Planeacion Minero Energética: "By
which the requirements and
procedure for accessing tax benefits
in investments, research,
development, or production of energy
from Non-Conventional Renewable
Energy Sources (NCRS) are
established."

Circular 037 de 2020 de la Unidad de
Planeacion Minero Energética:
"Adopting Formats 1, 2, 3, and 4 of
Resolution UPME 203 of 2020."

Ley 2099 de 2021: "By which
provisions are issued for energy
transition, energizing the energy
market, economic reactivation of the
country, and other provisions.
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Circular No. 035 of 2021 from the
Mining-Energy Planning Unit (UPME):

Provides relevant information for
applicants for certifications of projects
in Non-Conventional Energy Sources
(FNCE) and Efficient Energy
Management (GEE) to access tax
incentives, in light of the
modifications introduced by Law
2099 of 2021.

Resolution UPME 464 of 2021
"Establishing the fee to be paid for
the evaluation of projects in Non-
Conventional Energy Sources and
Efficient Energy Management eligible
for tax incentives."

Resolution UPME No. 289 of 2022
"Modifying Resolution UPME 464 of
2021, which established the fee to be
paid for the evaluation of projects in
Non-Conventional Energy Sources
and Efficient Energy Management
eligible for tax incentives."

e Resolution UPME No. 468 of 2022:

"Establishing the procedure and
technical justification for requesting
the inclusion of elements, equipment,
machinery, or services in the list of
goods and services eligible for tax
incentives in Non-Conventional
Energy Sources (FNCE), Efficient
Energy Management (GEE), and
Hydrogen."

Circular No. 068 of 2022 from the
Mining-Energy Planning Unit (UPME):
Adoption of formats 1, 2, 3, and 4 for
FNCE and GEE projects, and for green
or blue hydrogen projects.

Decree 895 of 2022 from the Ministry
of Finance: "Through which
guidelines related to tax incentives
for the generation of electrical energy
using Non-Conventional Energy
Sources (FNCE) were issued."

Decree 1476 of 2022: "Regulating
articles 21 and 23 of Law 2099 of 2021
and adding Title VIl to Part 2 of Book
2 of Decree 1073 of 2015, in order to
adopt provisions related to the

promotion of hydrogen."
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e Resolution UPME No. 468 of 2022:
"Establishing  the procedure  and
technical justification for requesting the
inclusion of elements, equipment,
machinery, or services in the list of goods
and services eligible for tax incentives in
Non-Conventional Energy Sources
(FNCE), Efficient Energy Management
(GEE), and Hydrogen."

e Resolution UPME 319 of 2022
"Establishing the requirements and
procedure for the evaluation of
applications and issuance of certificates
enabling access to tax incentives under
Law 1715 of 2014."

e Resolution UPME 610 of 2023: "Modifying
Annex 1 of Resolution UPME number 319
of 2022 - List of goods and services for
FNCE projects for electricity generation
from Non-Conventional Energy Sources
(FNCER)."

e Resolution UPME 504 of 2023: "Modifying
Annex 2 of Resolution UPME number 319
of 2022 - List of goods and services for
Efficient Energy Management (GEE)
actions or measures updated with the
adoption of the PAI-PROURE 2022-2030."
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WHO CAN ACCESS THESE

INGENTIVES?

In general terms, individuals or legal entities eligible for these incentives
include those who are owners of new investments in new projects for Non-
Conventional Energy Sources (FNCE), as well as the measurement and
evaluation of potential resources or actions and measures for energy
efficiency, including smart metering equipment, under the Program for
Rational and Efficient Use of Energy and Non-Conventional Sources
(Proure).

According to Law 2099 of 2021, investments, goods, equipment, and
machinery intended for production, storage, conditioning, distribution, re-
electrification, research, and final use of Green, Blue, and White Hydrogen
will also benefit from these incentives.

Competent authorities:

Currently, according to Law 2099 of 2021, to obtain the tax benefit
described, the investment must be evaluated and certified as a project for
electricity generation from Non-Conventional Energy Sources (FNCE) or as
an action or measure of Efficient Energy Management by the Mining-
Energy Planning Unit (UPME).
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1. TAX
INGENTIVES

The tax incentives aim to promote the
development and utilization of Non-
Conventional Energy  Sources (FNCE),
particularly renewable ones, within the
national energy system. This includes
integrating them into the electricity market,
their participation in Non-Interconnected
Zones, and other energy uses as essential
means for sustainable economic
development, greenhouse gas emissions
reduction, and energy supply security.

To achieve this, a series of tax incentives have
been established by law, accessible to
investors, constructors, financiers, promoters,
and other stakeholders in the renewable
energy market.

It is crucial to comply with the requirements
and procedures established by the relevant
entities.



SPECIAL DEDUCTION
IN INCOME TAX

Article 11 of Law 1715 of 2014, amended by Law 2099 of 2021, stipulates that taxpayers
who declare income tax and incur new expenditures in research, development, and
investment to produce and utilize energy generated from Non-Conventional Energy
Sources (FNCE) and Efficient Energy Management, shall benefit from deducting an
amount equivalent to 50% of the total investment over a period not exceeding 15 years,
starting from the taxable year following the year in which the investment commenced
operations. This deduction cannot exceed 50% of the taxpayer's Net Income.

Specifically, Article 11 outlines incentives for the generation of electrical energy from
Non-Conventional Energy Sources (FNCE) and Efficient Energy Management. As a
stimulus for research, development, and investment in these areas, including smart
metering, taxpayers obligated to declare income tax who directly invest in these fields
have the right to deduct from their income, over a period of up to 15 years, 50% of the
total investment made.

The deduction amount under this provision shall not exceed 50% of the taxpayer's net
income, determined before subtracting the value of the investment.

To qualify for this tax benefit, the investment must be evaluated and certified as a
project for electricity generation from Non-Conventional Energy Sources (FNCE) or as
an action or measure of Efficient Energy Management by the Mining-Energy Planning
Unit (UPME).

In general terms, individuals or legal entities that declare income tax and make direct
investments in activities such as research and technological development, preliminary
formulation and research, technical, financial, legal, economic, and environmental
studies, acquisition of equipment, machinery, and installation and commissioning, as
specified in Decree 829 of 2020, can access these incentives.
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Article 12 of Law 1715 of 2014, amended by Law 2099 of 2021, establishes a range of
goods and services, whether national or imported, which within the scope of
using electricity from Non-Conventional Energy Sources (FNCE) and efficient
energy management, will be exempt from VAT.

Article 12. Exclusion from Value Added Tax (VAT) in the acquisition of goods and
services for the development of projects for FNCE generation and efficient
energy management.

To promote the use of energy from Non-Conventional Energy Sources (FNCE)
and efficient energy management, equipment, elements, machinery, and
national or imported services destined for pre-investment and investment in the
production and utilization of energy from non-conventional sources, as well as for
the measurement and evaluation of potential resources, and for carrying out
actions and measures of efficient energy management, including smart
metering equipment, that are part of the Program for Rational and Efficient Use
of Energy and Non-Conventional Sources (PROURE), will be exempt from VAT.

This benefit also applies to all services provided in Colombia or abroad that have
the same intended use as described above.

For this purpose, the investment must be evaluated and certified as a project for
electricity generation from Non-Conventional Energy Sources (FNCE) or as an
action or measure of efficient energy management by the Mining-Energy
Planning Unit (UPME).

9
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Paragraph: In the case of actions and
measures for energy efficiency, they must
contribute to achieving the goals set out in
the current Indicative Action Plan, duly
adopted by the Ministry of Mines and
Energy.

As observed, the importation and
acquisition of equipment, elements, and
machinery, whether national or imported,
and the acquisition of services intended
for new investments and pre-investments
for the production and utilization of
energy from renewable sources (FNCER)
and efficient energy management, are
exempt from VAT.

It is also important to note that Decree 829
of 2020 introduced the possibility for the
investor to request a VAT refund from the
DIAN  (National Tax and Customs
Directorate) paid after importation or
purchase, provided that certification is
obtained from the UPME.

In general terms, individuals or legal
entities that make direct investments in
activities such as research and
technological development, preliminary
formulation and research, definitive
technical, financial, legal, economic, and
environmental studies, acquisition of
equipment, machinery, and installation
and commissioning, as stipulated in
Decree 829 of 2020, can access these
incentives.
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TARIFF TAX
EXEMPTION

Article 13 of Law 1715 of 2014, amended by Law 2099 of 2021, specifies situations in
which holders of new investments in new projects related to Non-Conventional
Energy Sources (FNCE), measurement and evaluation of potential resources, or
actions and measures of energy efficiency, are exempt from paying duties and/or
tariff charges when importing machinery, equipment, supplies, and materials
exclusively for reinvestment and investment stages within the projects.

Article 13. Instruments for the promotion of Non-Conventional Energy Sources
(FNCE) and efficient energy management. Tariff incentive. Natural or legal
persons who, from the enactment of this law onwards, are holders of new
investments in new projects for Non-Conventional Energy Sources (FNCE),
measurement and evaluation of potential resources, or actions and measures of
energy efficiency, including smart metering equipment, under the Program for
Rational and Efficient Use of Energy and Non-Conventional Sources (PROURE),
shall enjoy exemption from paying import duties on machinery, equipment,
materials, and supplies intended exclusively for reinvestment and investment
activities in these projects. This tariff benefit applies to machinery, equipment,
materials, and supplies that are not produced domestically and are only
obtainable through importation.
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The exemption from payment of tariff
duties referred to in the preceding
paragraph applies to projects for the
generation of Non-Conventional Energy
Sources (FNCE) and actions or measures of
efficient energy management under the
Program for Rational and Efficient Use of
Energy and Non-Conventional Sources
(PROURE). This exemption must be
requested from the National Tax and
Customs Directorate (DIAN) at least 15
business days before importing
machinery, equipment, materials, and
supplies necessary and  exclusively
intended for developing FNCE and
efficient energy management projects.
This request should be supported by
project documentation certified by the
Mining-Energy Planning Unit (UPME).

For this purpose, the investment must be
evaluated and certified as a project for
electricity generation from Non-
Conventional Energy Sources (FNCE) or as
an action or measure of Efficient Energy
Management under the Program for
Rational and Efficient Use of Energy and
Non-Conventional Sources (PROURE) by
the Mining-Energy Planning Unit (UPME).
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ACGCELERATED
DEPRECIATION OF
ASSETS

Article 14 of Law 1715 of 2014 provides for the benefit of enjoying accelerated
depreciation for deductible expenses when declaring income tax, which is
proportional to the asset value and cannot exceed 33.33% annually.

Article 14. Instruments for the promotion of Non-Conventional Energy Sources
(FNCE) and efficient energy management. Accounting incentive: accelerated
depreciation of assets. Activities for generating energy from Non-Conventional
Energy Sources (FNCE) and efficient energy management shall benefit from
accelerated depreciation.

Accelerated depreciation applies to machinery, equipment, and civil works
necessary for pre-investment, investment, and operation of projects for
generating energy from Non-Conventional Energy Sources (FNCE), as well as for
measurement and evaluation of potential resources and actions or measures of
efficient energy management, including smart metering equipment, acquired
and/or constructed exclusively for these purposes from the enactment of this law
onwards.

For these purposes, the annual depreciation rate shall not exceed thirty-three
point thirty-three percent (33.33%) as an overall annual rate. The rate may be
adjusted annually by the project holder, subject to prior notification to the
National Tax and Customs Directorate (DIAN), without exceeding the limit set
forth in this article, except where higher overall percentages are authorized by
law.

For this purpose, the investment must be evaluated and certified as a project for
electricity generation from Non-Conventional Energy Sources (FNCE) or for
efficient energy management under the Program for Rational and Efficient Use
of Energy and Non-Conventional Sources (PROURE) by the Mining-Energy
Planning Unit (UPME).
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Paragraph: In the case of actions or
measures  for  efficient energy
management, they must contribute
to achieving the goals set out in the
current Indicative Action Plan, duly
adopted by the Ministry of Mines and
Energy.

It is important to note that Decree
829 of 2020 specifies that: (i) if assets
that benefited from incentives are
sold before the end of their
depreciation or amortization period,
the sums applied must be
reimbursed, incorporating them as
net income from deductions recovery
(in accordance with articles 195 and
196 of the Tax Statute) and (ii) it is
possible to claim the deduction in
income tax along with the deduction
for accelerated depreciation of
assets.
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REGULATORY
UPDATES

La UPME issued Resolution No. 319 of 2022, amended by Resolutions 504 and 610 of 2023,
with the aim of consolidating in a single administrative act the requirements and
procedures to develop and comply with the legal amendments introduced by Law 2099
of 2021. This law included green hydrogen, blue hydrogen, white hydrogen, and
geothermal energy as Non-Conventional Renewable Energy Sources (FNCER).
Additionally, it incorporates guidelines from Decree 895 dated May 31, 2022, which
establish tax incentive frameworks applicable to electricity generation activities through
Non-Conventional Energy Sources (FNCE).
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RESOLUTION NO.
319 OF 2022

Resolution 319 establishes the
requirements and  procedure for
processing the evaluation and
certification of investments

(understood as goods and services)
eligible for tax incentives for electricity
generation projects through Non-
Conventional Energy Sources (FNCE),
which now includes green, blue, and
recently, white hydrogen, as well as
actions or measures for Efficient Energy
Management (GEE). The investments
eligible for tax incentives are specifically
listed in Annex No. 1. "List of FNCE
goods and services"; No. 2: "List of GEE
goods and services"; and No. 3: "List of
green or blue hydrogen goods and

services" of the Resolution.
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UPME clarified that it will regulate, in a
separate resolution, the requirements
and procedure for individuals to
request the inclusion of elements,
equipment, machinery, or services not
explicitly listed in Annexes No. 1, 2, and
3 of the Resolution.

Procedure for requesting
certification to access tax
henefits and incentives:

1.The request must be submitted
through the online platform
provided by UPME for this purpose.
Once the request is submitted via
the platform, UPME will have 10
days from the day
following the submission to inform
the applicant whether the request
is complete, incomplete (in which
UPME may request the
applicant to provide information
one time only), or rejected (if the

business

case

request was previously declared
incomplete and no further action
will be taken).

**According to the Resolution,
certification may be modified in
accordance with the guidelines

outlined in Article 9 of the Resolution.
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|. GENERAL REQUIREMENTS FOR
ELECTRICITY GENERATION PROJECTS
FROM NON-CONVENTIONAL ENERGY
SOURCES (FNCE):

1.Submit Format number 1, the project's
single format.

2.Submit Format number 2, general
technical information of the project.

3.Submit Format number 3, including
information on the goods, equipment, and
machinery subject to the application,
which must be limited exclusively to items
listed in Annex number 1for FNCE.

4. Provide catalogs, technical specifications
sheets, or certificates of national or
international technical standards
validating the technical information
reported in Format number 3.

5.Submit Format number 4, including
information on the services subject to the
application, which must be limited
exclusively to services listed in Annex
number 1for FNCE.

6.Provide copies of offers or contracts for
the services that are subject to the
application.

7.Provide proof of payment of the fee
established by UPME in accordance with
Resolution UPME 464 of 2021 or any
subsequent modifications or
replacements thereof.
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Il. GENERAL REQUIREMENTS FOR GREEN OR
BLUE HYDROGEN PROJECTS:

1.Submit Format number 1, the single
project format for hydrogen.

2.Submit Format number 2, general
technical information of the project.

3.Submit Format number 3 for
hydrogen, which includes
information regarding the goods
subject to the application, limited
exclusively to items listed in Annex
number 3 for hydrogen.

4. Submit catalogs, technical data
sheets, or certificates of national or
international technical standards that
validate the technical information of
the elements, equipment, and/or
machinery reported in  Format
number 3 for hydrogen in the

application.
5.Submit Format number 4 for
hydrogen, detailing information

about the services subject to the
application, limited exclusively to
services listed in Annex number 3 for
hydrogen.

6.Provide copies of offers or contracts
for the services included in the
application.

7. If the application corresponds to a
green hydrogen production project
sourcing energy from the grid, submit a
copy of the bilateral renewable energy
supply contract from Non-Conventional
Renewable Energy Sources (FNCE) and
the renewable energy certificate issued
by a third party under internationally
recognized and verifiable standards
through a public consultation platform
for registration, in accordance with
article 2.2.7.1.2 of Decree 1476 of 2022.

8. If the application corresponds to a blue
hydrogen production project, submit
evidence that the project is registered at
least in the formulation phase in the
National Registry of Greenhouse Gas
Emission Reductions (RENARE).

9. Provide proof of payment of the fee
established by UPME in accordance with
Resolution UPME 464 of 2021.

10. Supporting document including at
least a detailed description of the project,
specifying the technology to be used, the
elements, equipment, machinery, or
services involved, and their function
within the project.
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Established timelines:

Once the submitted application has
been deemed complete, UPME will
have:

\/ Up to 20 business days for FNCE.

\/ Up to 35 business days for GEE.

Up to 40 business days for green or
blue hydrogen.

Extension of the established
term:

During the evaluation period, UPME
may request additional clarifying
information from the applicant once,
suspending the evaluation period.

Outcome:

A rating of "favorable" or "unfavorable"
will be granted accordingly.
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Managing Partner - Director of
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juanita@estudiolegalhernandez.com

Colombian lawyer with over 15 years of experience in the energy
sector, foreign investment, drafting and negotiation of Power
Purchase Agreements, project structuring, Due Diligence,
Project Finance, M&A, and business law. She has worked both in
the private and public sectors (with excellent relationships in the
electricity sector) and advises national and international
companies on investments, acquisitions, and operation of
service companies in the electricity, hydrocarbons, and natural
gas sectors. In generation and self-generation of energy, she has
provided legal advice for over 14,000 MW, approximately 250
MW of which are already in commercial operation. She is a
lecturer for specialization and master's programs at Universidad
Externado de Colombia and a national and international
conference speaker.

Recognized and included in The Legal 500 Latin America 2023
Ranking as "Next Partner Generation" in the "Energy and Natural
Resources" category. The Legal 500 is the world's largest legal
guide, highlighting firms and lawyers for the quality of their
advice and service. Also recognized by Chambers and Partners
as one of the top lawyers in the "Energy & Natural Resources"
sector in Colombia for 2023.
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This booklet is for informational purposes and contains information and procedures
that may be applicable. If you find it relevant, please contact our team to address any
guestions and provide legal assistance.
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