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CORPORATE
REGULATIONS
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Corporate Law in Colombia enjoys
great stability through stable legis-
lation that has progressed continu-
ously.

Investors who wish to engage in
permanent business in Colombia
must, as a general rule, channel their
investments through a legal vehicle
such as a subsidiary or branch of a
foreign company.

. Colombia’s commercial law is flexi-

ble and modern with regard to sub-
sidiaries. It allows the creation of
sole-shareholder investment vehi-
cles, whereby the liability of the sole
shareholder is limited to the amount
of the corresponding contribution.

. In order to carry out businesses in

Colombia, foreign investors do not
need a local partner or investor. With
few exceptions, the entire equity
participation of a legal entity can
be foreign-owned and there are no
legal restrictions on its subsequent
repatriation.

. The incorporation of a legal vehicle

is, in general terms, simple and ex-
peditious, and does not require prior
government authorization, except
for special cases.



In Colombia, constitutional principles
such as the right of association, the right
to equality, and the protection of free en-
terprise and private initiative, enables the
creation of entities that receive local and
foreign investments. This chapter sum-
marizes some relevant legal aspects of
the most commonly used types of legal
entities in Colombia.

3.1. Common Legal Vehicles to Carry Out
Permanent Activities in Colombia

The most frequently used vehicles to un-
dertake permanent activities in Colombia
are commercial companies and foreign
company branches.

3.1.1. Commercial Companies

These types of vehicles create a separate
legal entity from that of its shareholders
or partners. Commercial companies most
frequently used to channel investments in
Colombia are: (i) simplified stock compa-
nies (S.A.S. by its acronym in Spanish); (ii)
limited liability companies; and (iii) corpo-
rations (S.A. by its acronym in Spanish). In
recent years, the S.A.S. has become the le-
gal vehicle of choice for the business com-
munity, particularly because of its flexibil-
ity in terms of the incorporation process,
administration, and the ample freedom its
shareholders have to establish the terms
and conditions for its functioning and in-
ternal structure.
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On the other hand, as a general rule, com-
panies do not require operating permits in
Colombia. There are exceptions for compa-
nies created to carry out certain types of
activities of interest to the State (for ex-
ample, financial, stock market, insurance,
private security and surveillance services
with weapons, or any other activity that
involves the management, use, and in-
vestment of funds collected from the pub-
lic), which require prior authorization from
the competent administrative authorities
for their incorporation and operation.

3.1.2. Branches

Branches are ongoing entities opened in
Colombia by a foreign company for the
development of its corporate purpose.
This is the reason why they do not have a
legal personality different from that of its
main office, which is equivalent to saying
that the branch and the main office are
the same legal entity and, therefore, the
branch does not have any legal capacity
superior to, or different from, that of its
main office, which is liable for all obliga-
tions acquired through its branch in the
country.

The Commercial Code establishes that
for a foreign company to undertake per-
manent activities in Colombia, it must
establish a branch with a domicile in the
national territory. Permanent activities (a
concept different from the notion of per-



manent establishment for tax purposes)
are by law in a non-exhaustive manner, as
follows:

1. Opening commercial establishments
and/or business offices in Colombia,
even if these only provide advisory
services.

2. Participating as a contractor in the
performance of works or the provi-
sion of services.

3. Participating in any form or activi-
ties aimed at the management, use,
or investment of funds from private
savings.

4. Devoting itself to the extractive in-
dustry in any of its branches or ser-
vices.

5. Obtaining from the Colombian Gov-
ernment a concession or that the
concession has been assigned to
any title, or that in any way partic-
ipates in the exploitation of it; and
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6. The performance of its associate as-
semblies, boards of directors, man-
agement or administration in the
national territory.

For these purposes, in addition to con-
sidering the aforementioned activities, it
is important to note that Colombian leg-
islation does not provide specific criteria,
nor a term of duration, in order to deter-
mine whether an activity is permanent or
not. Therefore, permanence depends on
the particular circumstances and devel-
opment of the activity in Colombia. Some
examples are: the nature or scope of the
activity, the infrastructure required in the
country for its performance, the regulari-
ty of the activity, and the recruitment of
personnel in Colombia, among others.

For illustrative purposes, a comparative
table of the main characteristics of the
corporate vehicles that can be used by in-
vestors in Colombia is presented below:



LIMITED LIA-

BILITY COMPA-
NY

By means of a pub-
lic deed.

CORPORATION

By means of a public
deed.
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SIMPLIFIED
STOCK COMPANY

Usually by means of
a private document.
Nonetheless, if the
contributions include
assets that, accord-
ing to the applicable

FOREIGN COM-
PANY BRANCH

Resolution from the
main office must
be formalized by
means of a public
deed.

law, require public
deed for its assign-
INCORPORA- ment (i.e. real estate
TION/ property), incorpora-
ESTABLISH- tion must be formal-
ized by means of a
MENT public deed.
Minimum two | Minimum five | Minimum one share- | It is considered an
partners. Maxi- | shareholders, none | holder, no maximum | extension of the
mum twenty-five. | of which may have limitation provided foreign company
95% or more of the | by law. (they are the same
outstanding capital entity). Conse-
stocks of the com- quently, the branch
pany. itself has no part-
ners or sharehold-
NUMBER OF ers.
PARTNERS/
SHAREHOLD-
ERS




LIABILITY OF
PARTNERS/
SHAREHOLD-
ERS

LIMITED LIA-

BILITY COMPA-
NY

Limited to
amount of the cap-

the

ital contribution
for any obligation,
unless the bylaws
stipulate a greater
responsibility for
all or some of the
partners. Partners
are not liable for
the payment of
any corporate lia-
bility, with the ex-
ception of the fol-
lowing cases:

a. Failure to com-
ply with labor or
tax obligations.

b. That the compa-
ny is not identified
with the acronym
“Ltda”.

c. Overvaluation of

in-kind contribu-
tions.
d. Capital stock

has not been paid
in full.

e. Willful miscon-
duct or negligence
deteriorating the
common pledge of
creditors.

Additionally, there
may be adminis-
trative liability of
the parent com-
pany for acts of
transnational cor-
ruption.

CORPORATION

The shareholder’s
liability is limited,
in principle, to the
amount of their
contributions, ex-
ceptin the following
cases:

a. Liability for out-
standing obliga-
tions of the bank-
ruptcy affiliate if the
actions by the par-
ent company gave
rise to the insolven-
cy of the affiliate.

b. Willful miscon-
duct or negligence
deteriorate the
common pledge of
creditors.

c. Overvaluation of

in-kind contribu-
tions.
Additionally, there

may be administra-
tive liability of the
parent company for
acts of transnation-
al corruption.
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SIMPLIFIED
STOCK COMPANY

The shareholders’
liability is limited,
in principle, to the
amount of their con-
tributions, except
in cases of fraud or
abuse by the com-
pany to the detri-
ment of third parties
(willful  misconduct
or negligence deteri-
orating the common
pledge of creditors).

Additionally,  there
may be administra-
tive liability of the
parent company for
acts of transnational
corruption.

TO DOING BUSINESS
IN COLOMBIA

FOREIGN COM-
PANY BRANCH

The foreign main of-
fice is liable for the
assets and liabilities
of the Branch in Co-
lombia.

The foreign compa-
ny and the branch
are liable for the tax
obligations of the
company.

Additionally, there
may be administra-
tive liability of the
foreign company for
acts of transnation-
al corruption.




CAPITAL

LIMITED LIA-

BILITY COMPA-
NY

Partner contribu-
tions shall be paid
in full when the
company is incor-
porated as well as
when any increase
is agreed upon.

CORPORATION

During the incorpo-
ration, the share-
holders must sub-
scribe at least 50%
of the authorized
capital and pay at
least 1/3 of the sub-
scribed capital. The
remaining 2/3 must
be paid within a
year.

LEGAL GUIDE

SIMPLIFIED
STOCK COMPANY

The subscription and
payment of capital
can be made under
the conditions, in the
proportion and terms
which have been
established by the
shareholders. In any
case, shareholders
have a term of two
years to pay for the
subscribed shares.

TO DOING BUSINESS
IN COLOMBIA

FOREIGN COM-
PANY BRANCH

It is comprised by
the assigned capital
and the supplemen-
tary capital to the
investment.
Assigned capital
must be fully paid
and its increase re-
quires  authoriza-
tion by the respec-
tive body of the
parent company as
well as an amend-
ment to the by-
laws. The increase
of the supplemen-
tary investment
does not require
such  amendment
and may be made in
cash from abroad.

ASSIGNMENT
OF SHARES/
STOCK

Sale or assignment
of the limited part-
nership shares
implies that the
company’s bylaws
must be amended.
Such an amend-
ment must be
approved by the
shareholders as-
sembly following
a right of first re-
fusal. The decision
to sell or assign
shares must be le-
galized in a public
deed duly regis-
tered before the
Chamber of Com-
merce.

Initially, shares are
freely transferable,
and no bylaw re-
form is required for
their  negotiation.
Share assignment
may be carried out
by endorsing the
certificates and reg-
istering them in the
stock ledger. The
transfer of shares
may be limited by a
lien in favor of the
company and the
shareholders at the
time of negotiation,
ifincluded in the by-
laws.

Initially, shares are
freely transferable,
and no bylaws reform
is required for their
negotiation.  Share
assignment may be
carried out by en-
dorsing the certifi-
cates and registering
them in the stock
ledger. Assignment
can be limited to up
to ten years or can be
subject to authoriza-
tion of a sharehold-
ers’ meeting or to
preferential subscrip-
tion rights.

Does not apply.

10
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LIMITED LIA- CORPORATION SIMPLIFIED FOREIGN COM-
BILITY COMPA- STOCK COMPANY PANY BRANCH
NY

The mandato- | The mandatory le- | No legal reserve is| The mandatory le-
ry legal reserve | gal reserve is equiv- | mandatory, unless | gal reserve for a
is equivalent to | alent to 10% of the | otherwise contem- | branch is equivalent
10% of the annual | annual net gains | plated in the compa- | to 10% of the annu-
net gains up to an | up to an equivalent  ny’s bylaws. al net gains up to an
equivalent of 50% | of 50% of the sub- equivalent of 50%

RESERVES of the company’s | scribed capital. of the assigned cap-
equity. ital.
Shall be deter- | Shallbedetermined, | May be undeter- | Shall be determined,
mined, and the|and the company’s mined, allowing the | and the branch’s le-
company’s  legal  legal capacity will be  company to perform | gal capacity will be
capacity will be re- | restricted to activ- | any licit act of com- | restricted to the
stricted to activi- | ities contemplated | merce. main office’s social
ties contemplated | under such social purpose.

SOCIAL PUR- under such social @ purpose.
POSE purpose.
Defined (with the Defined (with the | May be indefinite. Defined (with the
possibility to be | possibility of being possibility to be ex-
extended by the  extended by the tended by the main
partners). shareholders). office depending on
the term of duration
of such entity).
TERM OF DU-

RATION

11



FOREIGN IN-
VESTMENT

LIMITED LIA-

BILITY COMPA-
NY

Investment of
capital in money
is  automatically
registered before

the Colombian
Central Bank when
the correspond-

ing required infor-
mation of the ex-
change operation
is submitted by
an exchange mar-
ket intermediary
(commercial bank),
or through a com-
pensation account
registered before
the Colombian
Central Bank.

CORPORATION

Investment of cap-
ital in money is
automatically reg-
istered with the
Colombian Central
Bank when the cor-
responding required
information of the
exchange operation
is submitted by an
exchange  market
intermediary (com-
mercial bank), or
through a compen-
sation account reg-
istered before the
Colombian Central
Bank.
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SIMPLIFIED
STOCK COMPANY

Investment of capital
in money is automat-
ically registered with
the Colombian Cen-
tral Bank when cor-
responding required
information of the
exchange operation
is submitted by an
exchange market in-
termediary (commer-
cial bank), or through
a compensation ac-
count registered be-
fore the Colombian
Central Bank.

TO DOING BUSINESS
IN COLOMBIA

FOREIGN COM-
PANY BRANCH

Investment of cap-
ital in money is
automatically reg-
istered with the
Colombian Central
Bank when corre-
sponding required
information of the
exchange operation
is submitted by an
exchange  market
intermediary (com-
mercial bank), or
through a compen-
sation account reg-
istered before the
Colombian Central
Bank. If the main
office forwards ad-
ditional funds as
supplementary in-
vestment to the as-
signed capital, such
foreign currency
shall be channeled
through the foreign
exchange market.

12



LIMITED LIA-

BILITY COMPA-
NY

Not required, ex-
cept when (i) the
value of the gross
assets is equiva-
lent to or greater
than 5,000 times
the current mini-
mum legal month-
ly wage!, which is
equivalent to COP
$7.117.500.000

CORPORATION

Mandatory for stock
companies.
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SIMPLIFIED
STOCK COMPANY

Not required, ex-
cept when (i) the
value of the gross
assets is equivalent
to or greater than
5,000 times the cur-
rent minimum legal
monthly wage, which
is equivalent to COP
$7.117.500.000 (ap-
prox. USD 1.747.483),

TO DOING BUSINESS
IN COLOMBIA

FOREIGN COM-
PANY BRANCH

Mandatory for
branches since its
establishment.

(approx. usD or (ii) the gross in-
STATUTORY  1747.4832), or (i) come for the imme-
AUDITOR the gross income diately preceding
for the immedi- year are equivalent
ately preceding to or greater than
year are equiva- 3,000 times the cur-
lent to or greater rent minimum legal
than 3,000 times monthly wage, which
the current mini- is equivalent to COP
mum legal month- $4.270.500.000 (ap-
ly wage, which is prox. USD 1.048.490).
equivalent to COP
$4.270.500.000
(approx. usD
1.048.490).
If the foreign in- | Ifthe foreigninvest- | If the foreign invest- | If the foreign invest-
vestment has | ment has been duly | ment has been duly | ment has been duly
been duly reg-| registered with the registered with the | registered with the
istered with the | Colombian Central | Colombian  Central | Colombian Central
Colombian Central Bank, the investor | Bank, the investor| Bank, the investor
DIVIDENDS & | Bank, the investor will have foreign ex- | will have foreign ex-  will have exchange

REMITTANCES

will have foreign
exchange rights
to pay dividends
based on real and
reliable  financial
statements.

change rights to pay
dividends based on
real and reliable fi-
nancial statements.

change rights to pay
dividends based on
real and reliable fi-
nancial statements.

rights to pay profits
based on real and
reliable financial
statements.

BOARD OF DI-
RECTORS

The company is
not required to
have a board of di-
rectors. This body
is optional.

The board of direc-
tors is a mandatory
corporate body.

The company is not
required to have a
board of directors.
This body is optional.

Does not apply.

1 A minimum salary in 2025 is equivalent to COP 1.423.500.
2 The reference exchange rate used is USD 1= COP 4.073. 13



3.2. Main obligations when incorporat-
ing a legal vehicle in Colombia

3.2.1. Commercial Registration

mmercial companies and branches must
register in the commercial registry kept
by the Chamber of Commerce of the city
where it is to be based.

In order to obtain the commercial regis-
tration, the following documents have to
be submitted: (i) the company’s bylaws or
the branches’ public deed; (ii) other forms
or documents requested by the Chamber
of Commerce; and (iii) the letters of accep-
tance for the persons appointed as man-
agers and statutory auditors (in the event
the company requires one). The Chamber
of Commerce also processes the form that
is issued for the application/registration
in the National Tax and Customs Office
(DIAN per its acronym in Spanish) in which
the provisional registration is requested,
for the “National Tax Registry” (RUT per
its acronym in Spanish). This form con-
tains the general data for the taxpayer,
as well as tax and customs responsibil-
ities. Additionally, to obtain the compa-
ny’s registration, the corresponding fees
and taxes must be paid to the Chamber of
Commerce.

This registration must be renewed every
year before March 31.

14
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3.2.2. Appointment of Directors / Legal
Representatives

The appointment of directors, legal rep-
resentatives, agents, and statutory au-
ditors, among others, must be registered
before the commercial registry kept by
the Chamber of Commerce of its domicile.
For such purposes, the document decid-
ing the appointment must be filed (in the
case of general agents designated for a
branch, the document must be issued by
the main office and has to be duly apos-
tilled or legalized before the competent
authority), with the letter of acceptance
and a copy of the appointed person’s
identification document.

The managers of the company may be for-
eigners not domiciled in Colombia, with
few exceptions (i.e. utility companies).
The statutory auditors must be Colombi-
an public accountants.

3.2.3. Registration under the National
Tax Registry (RUT in Spanish)

The tax ID shall be obtained prior to the
performance of any commercial activity.
As a general rule, it is obtained automati-
cally when the company or branch is reg-
istered with the Chamber of Commerce. If



for any reason the tax ID is not given to
the company or branch at the time of in-
corporation or establishment, the proce-
dure must be carried out directly with the
tax authority (DIAN) once the company or
branch has been incorporated or estab-
lished and duly registered in the Chamber
of Commerce.

Whenever said procedure is undertak-
en directly before DIAN, an appointment
must be requested and presented before
this entity, with a copy of the identifica-
tion document of the person who will be
filing the request before the DIAN, for
which the exhibition of the original iden-
tification card will be required. If the per-
son who files the request is an attorney, a
copy of the power of attorney must also be
presented and the original copy must be
exhibited as well. If the power of attorney
is granted for a period that exceeds six (6)
months, a certificate of its state of being
in force is also requested by the author-
ities. In such case, once the correspond-
ing RUT has been obtained, the company
will receive the Tax Identification Number
(NIT per its acronym in Spanish), which
will have to be updated before the corre-
sponding Chamber of Commerce.

It is important to bear in mind that the
legal representative of the company or
branch, as well as their substitutes, must
in turn have a Single Tax Registry (RUT)

15
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of their own and an electronic signature,
whether they are residents or not. The
obtaining of the RUT for nonresident legal
representatives may be done online with
a copy of the identification document,
and a power of attorney granted by the
legal representative. Such power of attor-
ney must be legalized before a notary and
apostilled or legalized before the Colom-
bian Consul, for its validity in Colombia.
The foregoing does not imply any type of
tax liability in Colombia per se but rather
seeks to demonstrate that the individu-
al who is represented by the company is
entitled to comply with formal obligations
and file tax returns on behalf of the com-
pany being represented.

3.2.4. Payment of Capital and Registra-
tion of the Foreign Investment

By general rule, Colombian legislation
does not require a minimum capital con-
tribution to incorporate commercial com-
panies or to register a branch. The capital
contribution is set by the shareholders or
partners, based on the activities that the
company plans to carry out in Colombia.

Depending on the legal vehicle to be es-
tablished, there are rules applicable at the
time of payment of the capital:

For branches and limited liability
companies, the capital must be paid



at the time of their incorporation.

- For corporations, at least one-third
of the value of each stock paid at the
time of incorporation as well as 50%
of that paid-in capital, must be paid.
The outstanding placed capital must
be entirely paid within a year.

- For the simplified stock companies
S.AS., there are no capital ratios
that determine the proportions by
which shares must be paid at its in-
corporation, however, the placed ca-
pital must be paid within a maximum
period of two (2) years.

Foreign currency which is entering the
country on behalf of non-residents, and
which is destined to become a capital
contribution for a company or a branch,
must be registered as a foreign invest-
ment with the Colombian Central Bank.
This will be done by submitting through
intermediaries of the exchange market
(“IMC” by its acronym in Spanish) duly
authorized in Colombia for that purpose.
The required information for the opera-
tion (“Declaracion de Cambio”) submis-
sion of the minimum required information
will be sufficient to obtain the automatic
registration of the foreign investment.

In the case of branches, the transaction of
funds from the main office can be chan-
neled as a capital supplementary invest-

16
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ment (ISCA per its acronym in Spanish)
which is considered foreign direct invest-
ment. This type of investment must be
registered before the Central Bank, how-
ever, registration before the Chamber of
Commerce is not required.

For more detail please consult the Foreign
Exchange Regime Chapter of the Legal
Guide.

3.2.5. Registration of control situation
and corporate group

In Colombia, there is an obligation to reg-
ister a situation of control and/or corpo-
rate group within 30 business days fol-
lowing the date of configuration of the
situation of control or corporate group.
Such situation must be registered by the
controlling entity in the commercial regis-
try of the domicile of each of the related
parties, i.e., both the controlling and the
subordinate, to make such circumstance
known to third parties.

According to commercial law, a control sit-
uation is understood to exist when a com-
pany’s decision-making authority is sub-
ject to the will of one or more person(s).
These persons can be either individuals
or legal entities, the latter being the com-
pany in question’s parent or controlling
company.



If the parent company exercises direct
control over the subordinate company,
the latter is considered an affiliate; if on
the contrary, the parent company exer-
cises control with the assistance of a sub-
ordinate company or through it, that is,
indirectly, it is called a subsidiary. In this
regard, it is important to highlight the fol-
lowing:

- The law recognizes that an entity
may exercise control over another
entity without any capital participa-
tioninit.

- Likewise, it is recognized that cor-
porate control can be exercised by
individuals or non-corporate legal
entities. Nonetheless, the contro-
lled company may only have a cor-
porate nature.

- Additionally, it is recognized that
corporate control can be exercised
by more than one person or entity.

To determine the existence of a corporate
group, in addition to the relationship of
subordination or control, all entities which
comprise the group must share a common
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purpose and direction. The law establish-
es that a common purpose and direction
exists when the activities of all the enti-
ties are designed to achieve an objective
that is defined by the parent or controlling
company by virtue of the direction that it
exercises over the group, notwithstand-
ing the ability of each member to pursue
its corporate purpose individually.

3.2.6. Financial Statements

Commercial companies and branches
must close their books and issue certi-
fied® and audited” general purpose finan-
cial statements at least once a year on
December 31. For mergers, spin-offs and
conversion or capital reduction with ef-
fective reimbursement of capital contri-
butions, financial statements for special
purposes must be issued.

General purpose financial statements are
prepared at the end of a specific period
to provide information to undetermined
users who are interested in evaluating
the capacity of an economic entity to
generate positive cash flows. The finan-

3 Certified financial statements are those for which the legal representative and the accountant of the company declare
that the contents of the financial statements have been previously verified according to the regulations, and that said
contents have been drawn directly from the company’s records.

4 Audited financial statements are certified financial statements that are accompanied by the auditor’s professional judg-
ment or of the independent accountant that elaborated them, regarding the fact that all the information provided is in

accordance with generally accepted auditing standards.



cial statements include: the financial sit-
uation, the income statement as well as
other results for the period (ORI per its
acronym in Spanish), the statement of
changes in equity of the period, and the
cash flow statement.

The financial statements shall be deposit-
ed annually in the Chamber of Commerce
of the company’s domicile within 30 days
after being approved by the sharehold-
ers’ meeting or partners’ meeting as long
as the company is not obligated to sub-
mit them before the Superintendence of
Companies.

For tax control purposes, corporate
groups that are registered in the commer-
cial registry of the Chambers of Commerce
must submit their consolidated financial
statements on magnetic media before the
DIAN no later than June 30 of each year.

3.3. Other considerations
3.3.1. Bylaw Amendments

Bylaw amendments do not require autho-
rization from state authorities, except:

- Amendments to bylaws associated
with mergers, spin-offs, or decrea-
se in capital or premium with cash
reimbursement of contributions

LEGAL GUIDE 22355

may require the prior authorization
of the Superintendence of Compa-
nies, provided certain conditions are
met>, otherwise, it may require the
authorization of the corresponding
supervisory entity.

- The amendment consisting of the
decrease in capital with effective
reimbursement of contributions re-
quires, in addition, the prior autho-
rization of the Ministry of Labor, if
certain conditions are met.

- In some cases which imply an eco-
nomic integration, the previous au-
thorization or notice to the Superin-
tendence of Industry and Commerce
(antitrust authority) is required.

- In some cases of voluntary liquida-
tion, prior approval of the inventory
by the Superintendence of Compa-
nies is required.

Bylaw amendments for companies incor-
porated in a private document, such as
S.A.S. companies, are also carried out in
a private document. Bylaw amendments
for companies incorporated through pub-
lic deeds must be formalized through an-
other public deed. Under no circumstance
can an amendment involving the increase
of capital as a result of the contribution of

5 Basic Legal Circular 100-000008 of July 12, 2022, of the Superintendency of Companies.



an asset which requires a transfer by pub-
lic deed, be done through a private docu-
ment.

The amendments to the incorporation
documents of the branches must be legal-
ized, as they come from outside the coun-
try. They must also be formalized in the
notary of the domicile of the branch and
registered before the Chamber of Com-
merce.

3.3.2. Profits

Profits are distributed based on true and
reliable year-end financial statements
which are prepared in accordance with
generally accepted accounting principles,
after setting aside the legal, statutory and
occasional reserves. It is also necessary to
set aside the appropriations for the pay-
ment of taxes which is in proportion to
the paid portion of the value of stocks,
shares, or equity stake of each partner or
shareholder so long as the bylaws do not
provide otherwise. It must be noted that
forthe S.A.S,, the legal reserve is not man-
datory provided such reserve is not con-
templated in the company’s bylaws.

Clauses that deprive any shareholder or
partner of full participation in the profits
will be disregarded.

19
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For tax treatment of the distribution of
dividends, please refer to the Tax Regime
Chapter.

3.3.3. Dissolution and Liquidation

The extinction of a company or a branch
occurs as a consequence of its dissolution
and subsequent liquidation. Therefore,
the dissolution marks the initiation of
the liquidation process. This process ends
with the actual liquidation of the entity
and the cancellation of the commercial
registration of the company.

Branches of foreign companies, as an ex-
tension of their main office, depend on
their main office to survive. Because of
this, they can be liquidated under the
causes that have been agreed on by the
main office for that case. These are also
the general grounds for the dissolution of
Colombian commercial companies.

When the company or branch is in process
of liquidation it will have to include in its
name the expression “in liquidation”. Oth-
erwise, the company or branch will have
to respond to the damages that can be
caused for its omission. Afterwards, the
company or branch’s corporate purpose is
restricted to the single objective of liqui-
dating the assets to pay any outstanding
liabilities.



Within the liquidating process, provided
that, form and time requirements are met,
creditors are entitled to present them-
selves to file their claims and obtain pay-
ment of their credits in the order and with
the priority and preferences established
by law.

Once the final liquidation statement is
registered in the commercial registry kept
by the Chamber of Commerce, the compa-
ny must also fileincome tax returns for the
corresponding portion of the year, comply
with other applicable formal obligations,
and proceed to cancel the RUT before the
DIAN. Foreign investors must request the
cancelation of the foreign investment be-
fore the Colombian Central Bank, and the
cancelation of its investor RUT before the
DIAN (if the operations or investments in
Colombia will not continue).

3.4. Steps and Related Costs of Setting
up the Legal Vehicles

3.4.1. General comments

It is important to bear in mind that if the
prospective partners or shareholders or
the legal representative of the main office
cannot be in the country to attend the in-
corporation procedures for the company
or branch, they must grant a duly legal-
ized written power of attorney to an at-
torney in Colombia (the person who will
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be appointed by the power of attorney,
does not have to be a lawyer).

To that effect, if the investor country is a
signatory to The Hague Convention, the
documents issued outside the country,
which must be notarized and legalized,
may be apostilled. If the country is not a
part of The Hague Convention, then the
document will have to be legalized before
the Colombian consulate where the con-
sular office is.

3.4.2. Simplified Stock Company (S.A.S.)

For the incorporation of a simplified stock
company in Colombia, the following docu-
ments are required:

1. Adocument certifying the existence
and validity of the main office (if it
is a company that is going to act as
founding shareholder), issued in the
corresponding country of origin.

2. The documents which evidence that

whoever is acting as authorized rep-

resentative and signatory as share-
holder, is appointed to do so.

3. The Power of attorney of the share-

holder granting authority to regis-

ter the company (if done through a

third party).



Note: documents issued abroad must
also be apostilled or legalized before
the corresponding Colombian consul
for their validity in Colombia.

4, Letters of acceptance from individ-
uals to be appointed as main and
alternate legal representatives. (Do
not need to be apostilled).

NO. ACTIVITY AND/OR DOCUMENT
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Additionally, documents issued in a lan-
guage other than Spanish must be trans-
lated by an official translator authorized
in Colombia, duly registered with the Co-
lombian Ministry of Foreign Affairs.

Incorporation by means of a private
document with personal presentation
before a public notary by the attor-
ney-in-fact or shareholder(s).

COSTS FORITS IMPLEMENTATION

Notary fees are between approx. COP
$20.000 and COPS 50,000 (approx.
USD 4.91 and USD 12.28) + 19% VAT.
depending on the numbers of pages
registred.

Registration of the private incorpora-
tion document (bylaws) in the Cham-
ber of Commerce of the city where the
company is to be based, together with
the registration forms.

Bylaws must be accompanied by all
documents required by the Chamber
of Commerce. Registration duties and
taxes must be paid.

Up to 0.7% of the subscribed capital
value of the company (registration
tax) + applicable fee in accordance with
the assets of the company (matricu-
la mercantil) + COP $69.000 (approx.
USD 16.94) for registration fees.

Request of the certificate of incorpo-
ration and legal representation issued
by the Chamber of Commerce.

COP $11.600 (approx. USD 2.85).

Registration of legal representatives
before the RUT and update of the
company's RUT.

No charge
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COSTS FORITS IMPLEMENTATION

Approx. COP $60.000 (approx. USD
14.73) depending on the number of
pages registered + COP $7,000 for the
white folder of the book (approx. USD
1.72)

Record of the control situation.

Approx COP $259,000 (approx. USD
63.59) depending on the moment of
the registry.

NO. ACTIVITY AND/OR DOCUMENT

Bylaws must be formalized by means
of a public deed.

3.4.3. Corporations and Limited Liability Companies

COST

0.3% over the social capital or autho-
rized capital (notarial fees) + 19% VAT
over notarial fees.

Registration of the public deed before
the chamber of commerce of the ju-
risdiction where the company is to be
based.

Bylaws must be accompanied by all
documents required by the Chamber
of Commerce. Registration duties and
taxes must be paid.

Up to 0.7% of the authorized capital
value of the company (registration
tax) + applicable fee in accordance with
the assets of the company (matricu-
la mercantil) + COP $69.000 (approx.
USD 16.94) for registration fees.

Request of the certificate of incorpo-
ration and legal representation issued
by the Chamber of Commerce.

COP $11.600 (approx. USD 2.85).

Registration of legal representatives
before the RUT and update of the
company's RUT.

No charge




NO. ACTIVIDAD Y/0 DOCUMENTO
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COSTOS LEGALES DE IMPLE-

5 Registration of corporate books

Approx. COP $60,000 (approx. USD

white folder of the book (approx. USD

MENTACION

14.73) depending on the number of
pages registered + COP $7,000 for the

1.72)

6 Record of the control situation.

Approx COP $259,000 (approx. USD

63.59) depending on the date of the
registry.

3.4.4. Foreign Company Branch

For the registration of a branch in Colom-
bia, the following documents are required
to be included in the public deed:

1. The incorporation documents and
the bylaws of the main office

2. The documents that provide evi-
dence of the existence and validi-
ty of the main office issued in the
country of origin by the correspond-
ing authority.

3. The documents which demonstrate
that whoever is acting on behalf of
the main office has been appointed
to do so.

4, Theresolution by which the decision
of opening a branch in Colombia was
made, which must be issued by the
corresponding organ of the main of-
fice, and must include at least:
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The name of the branch (which
must be related to the main of-
fice, following the criteria of the
Superintendence of Companies)
The corporate purpose to be de-
veloped in Colombia.

The assigned capital and funds
originated in other sources, if
any.

The domicile of the branch.

The term of duration in the coun-
try and the grounds for termina-
tion.

The appointment of general
agents, with one or more alter-
nates, to represent the branch in
the performance of the business
in Colombia.

The appointment of a statutory
auditor, who must be a Colombi-
an accountant.



All documents issued abroad must also
be apostilled or legalized before the cor-
responding Colombian consul for their va-
lidity in Colombia.
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Additionally, documents issued in a lan-
guage other than Spanish must be trans-
lated by an official translator authorized
in Colombia, duly registered with the Co-

lombian Ministry of Foreign Affairs.

NO. ACTIVITY AND/OR DOCUMENT

The bylaws of the main office and any
other document required by the Co-
lombian Code of Commerce must be
formalized by means of a public deed.

COST

0.3% over the assigned capital to the
branch (notarial fees) + 19% VAT over
such notarial fees.

Registration in the Chamber of Com-
merce of the public deed indicated
above.

Up to 0.7% of the assigned capital val-
ue of the company (registration tax) +
applicable fee in accordance with the
assets of the company (matricula mer-
cantil) + COP $69,000 (approx. USD
16.94) (registration fees).

Request of the certificate of incorpo-
ration and legal representation issued
by the Chamber of Commerce.

COP $11,600 (approx. USD 2.85).

Registration of legal representatives
before the RUT and update of the
company's RUT.

No charge

Record of the control situation.

Approx COP $259,000 (approx. USD
63.59) depending on the moment of
the registry.
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3.5. Time for the incorporation / estab-
lishment of Legal Vehicles in Colombia

As a result of the procedures and require-
ments necessary for the incorporation
of the different vehicles analyzed above,
please find below an estimate of the time
required for the incorporation of such ve-
hicles. The days are expressed in working
days.

Previous procedures
Completion and legalization of cor-
porate documents: (i) power of at-
torney for incorporation; (ii) bylaws
of the subsidiary or affiliate; or (iii)
resolution to open a branch office.

Day O
Receipt of corporate documents for
the incorporation or opening of the
company or branch.

Day 2
Signature of the private document
and/or public deed of incorporation
or opening of the company or branch.

Day 6
Registration before the Chamber
of Commerce of the private docu-
ment or public deed of incorporation
/ establishment of the company or
branch.
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Registration of appointments (le-
gal representative, members of the
board of directors, statutory auditor,
as applicable)

Day 10
Obtaining the Certificate of Existen-
ce and Legal Representation (CERL)
of the company or branch.
As of this date, the company / branch
has full legal capacity to make regis-
trations, enter into contracts, etc.

Days 15-20
Registration of corporate books.
Registration of the legal representa-
tives in the RUT.
Channeling of foreign currency co-
rresponding to the foreign contribu-
tion. Automatic registration of the
foreign investment before the Cen-
tral Bank.

3.6. Merger control

Colombian competitive governance es-
tablishes that corporate integration or
concentration processes that fulfill cer-
tain obligations must be reported before
the Superintendence of Industry and
Commerce (SIC) which is the national au-
thority on this matter.



The term “corporate integration” includes
mergers, acquisitions, partnerships, coop-
eration agreements, joint ventures, and/
or any other type of agreement or trans-
action in which one company takes con-
trol® of another, thereby eliminating com-
petition through the consolidation of two
market players into one.

Corporate integrations must be reported
before the SIC, if the following conditions
are met:

i. Subjective conditions:

a. If the companies involved in the op-
eration perform the same activity
(horizontal integration) or;

b. If the companies involved in the op-
eration are part of the same value
chain (vertical integration).

ii. Objective conditions:

a. That companies meeting any of
the subjective criteria have had,
jointly or individually, operation-
al income equal to or greater than
7,074,307.43 Basic Value Units’
(“BVU”) (COPS 81,722.399.431; ap-

LEGAL GUIDE 22355

prox. USD 20.064.424) in the fiscal
year immediately preceding the op-
eration.

b. That companies meeting any of the
subjective criteria have had, joint-
ly or individually, total assets equal
to or greater than 7,074,307.43 BVU
(COPS$ 81,722.399.431; approx. USD
20.064.424) in the fiscal year imme-
diately preceding the operation.

Depending on the market share of the
companies involved, the operation must
be either informed to the SIC or authori-
zation must be requested as follows:

i. If the involved companies have a
joint relevant market share lower
than 20%, the operation is auto-
matically authorized, however, it
must be informed to the SIC before
carrying it out. The authority may
require further information on the
parties to determine if the relevant
market share is lower than 20%;

ii. When the companies jointly consid-
ered having a relevant market share
higher than 20%, the operation re-
quires a previous authorization to
be completed.

6 Article 45 of Decree 2153 of 1992 defines control as: “The possibility of directly or indirectly influencing corporate policy,
the initiation or termination of the company’s activity, the variation of the activity to which the company is dedicated or
the disposition of assets or rights essential for the development of the company’s activity.” In consequence, transactions
that do not involve the acquisition of a majority interest in a competing company, but that allow the exercise of control

must be reported to the SIC.

7 As of January 1, 2025, a basic value unit (BVU) is COPS$ 11,552 (approx. USDS 2.84).



When referring to horizontal integrations,
the “relevant market” will be that in which
all the companies involved in the opera-
tion offer products and/or services. Al-
ternatively, when referring to vertical in-
tegrations, the “relevant market” will be
that in which the companies involved in
the operation are part of the same chain
of value and offer their products and/or
services. Therefore, the relevant market
involves both the market of the prod-
ucts/services as well as the geographical
market involved in the operation. One op-
eration may affect one or more relevant
markets, either because there are sever-
al product markets or because there are
more affected geographical markets®.

Failure to submit a transaction to merger
control proceedings, when there is a duty
to do so, or closing a transaction before
the expiration of the term for the SIC to
issue a decision, is considered a violation
of the Colombian Regime for the Protec-
tion of Free Competition. Therefore, the
following sanctions may be imposed:

a. Reversion of the proposed transac-
tion (Art. 13, Law 1340 of 2009)

Economic penalties against the par-
ties. (Art. 25, Law 1340 of 2009)

Economic sanctions against natural
persons who collaborate, facilitate,
authorize, promote, encourage, ex-

b.
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ecute, or tolerate the Transaction’s
closing. (Art. 26, law 1340 of 2009)

3.7. Update of the Unique Registry of Fi-
nal Beneficiaries (“RUB”)

As per the provisions of Article 4 of Res-
olution 164 of 2021, national entities are
required to provide, maintain, and update
the information of their final beneficiaries
through the platform of the Unique Reg-
istry of Final Beneficiaries of the DIAN.
National entities must report their final
beneficiaries no later than two (2) months
after their registration in the RUT.

Furthermore, updates of the final bene-
ficiaries must be made within the month
following the relevant event, starting
from the first day of January, April, July,
and October.

It is important to clarify that, following
Article 658-3 of the Tax Statute, entities
that fail to provide information in the
RUB will face the closure of their estab-
lishment, headquarters, office, business,
or premises for one day for each month
or fraction of a month of delay, or a fine
equivalent to 1 UVT (COPS 49,799; approx.
USD 12.09) for each day of delay. Addition-
ally, national entities that provide incor-
rect or incomplete information will incur
a penalty of 100 UVT (COPS$ 4,979,900;

8 Guide for Corporate Integrations by the Superintendence of Industry and Commerce.
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approx. USD 1,223.55), and those that do not update their RUB within the timeframes
established by law will be subject to a fine of 1 UVT (COPS 49,799; approx. USD 12.09) for
each day of delay.

Regulatory framework

REGULATION SUBJECT

General and specific regulations on corpo-

Code of Commerce . .
rations and foreign company branches.

Amends the Code of Commerce regarding
corporations and regulates aspects such
as spin-offs, corporate groups, duties
Law 222 of 1995 of managers, preferred stocks with divi-
dends and without voting rights, majori-
ty required for the stock corporation and
one-person business.

Whereby the Corporate Insolvency Re-
Law 1116 of 2006 gime is established in the Republic of Co-
lombia and other provisions are enacted.

The simplified stock company (S.AS.) is
Law 1258 of 2008 created and the applicable norm for this
kind of corporation is set forth.

Regulatory Circular DCIN 83 issued by the Foreign investment in Colombia.
Colombian Central Bank - Chapter 7

Law establishing rules relating to the pro-

Law 1340 of 2009 . .
tection of competition.

Law on formalization of employment and

Law 1429 of 2010 . .
job creation.

Whereby provisions for the elimination
Decree 19 of 2012 and reform of procedures in the public ad-
ministration are set forth.

Whereby regulation in tax matters are set

Law 1607 of 2012
forth.
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REGULATION SUBJECT

Whereby the Colombian tax code and Law
1607 is modified.

Whereby the provision for the protection
of data privacy is issued.

Law 1739 of 2014

Statutory Law 1581 of 2012

Law establishing rules on the liability of
Law 1778 of 2016 legal entities for acts of transnational cor-
ruption and other provisions.

By which Articles 631-5 and 631-6 of the
Tax Code are regulated.

Resolution 164 de 2021

Circular Basica Juridica 100-000008 of General regulations on merger processes,
July 12, 2022 of the Superintendence of capital decreases, among other corporate
Companies. matters.
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