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Under the Colombian Tax System,
the only entity allowed to create
taxes is the Congress. Colombian
tax system incorporates taxes at
national level such as income tax
(for both corporations and individu-
als), VAT, Financial Transactions Tax,
among others. At the sub-national
level (departmental and municipal)
there are taxes whose elements may
vary depending on the jurisdiction,
this applies to Industry and Com-
merce Tax, Real Estate Tax, and oth-
ers that affect certain sectors such
as the consumption of alcohol and
tobacco or executing contracts with
government entities.

Legal entities and resident individu-
als are subject to Income Tax in Co-
lombia on their worldwide income,
whereas non-residents are only
taxed on Colombian-sourced in-
come. The corporate income tax rate
is 35%; resident individuals are sub-
ject to progressive tax rates ranging
from 19% to 39% depending on their
income obtained.

. Value Added Tax (VAT) is triggered

on the sale and import of tangible
goods. Regarding intangible assets,
VAT is only applicable to the sale or
transfer of assets related to indus-
trial property. The provision of ser-



vices in Colombia, as well as from
abroad, is also subject to VAT at a
rate of 19%. Special provisions state
specific goods/services will be treat-
ed as VAT exempted or excluded.

Dividends distributed to non-res-
ident shareholders by domestic
companies are subject to taxation at
a 20% rate (second taxation level)
and 35% (first taxation level) if the
underlying profits have not been
taxed at the corporate level. Divi-
dends distributed between domes-
tic companies are not subject to tax;
however, on the first distribution to
another domestic company, a with-
holding tax at a rate of 10% must be
applied. This withholding is trans-
ferable to the individual or non-res-
ident shareholder who is the actual
taxpayer.

. As of 2024, industrial users located
in free trade zones are subject to a

7.
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“mixed tax regime”, with two appli-
cable rates: a special rate of 20% for
income derived from the export of
goods and services, and the general
rate of 35% for income not related
to exports.

Colombia is an attractive jurisdiction
for use as an investment platform to
other countries, offering a Colombi-
an Holding Company (CHC) regime
under which Capital Gains, dividends
derived from investments in foreign
entities, and dividend distributions
made to non-residents sharehold-
ers are not subject to taxation.

Transactions with related parties lo-
cated abroad or in Free Trade Zones
are subject to Colombia’s transfer
pricing regime, which is aligned with
OECD guidelines.
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For the purposes of this document, the following table provides a list of defined terms:

DEFINED TERMS

Income Tax IT

Financial Transaction Tax FTT

National Tax and Customs Directorate DIAN
Value Added Tax VAT

Foreign Controlled Entities FCE
Colombian Holding Corporation CHC
Industry and Commerce Tax ICA
International Financial Reporting Standards IFRS
Organization for Economic Cooperation and Development OECD
National Consumption Tax NCT

Free Trade Zones FTZ

Zona Franca ZF
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The following table provides an overview of the main characteristics of the Colombian

tax system.

CONCEPT

NATIONAL TAXES

GENERAL TAX INFORMATION

IT and Capital Gains Tax

Taxation

Resident individuals are subject to IT on
their worldwide income, while non-resi-
dents are taxed exclusively on their Co-
lombian-source income.

Tax Collection

Tax collection for non-residents is carried
out through withholding tax and a yearly
income tax return. In cases where with-
holding is not applicable, the non-resident
is required to file an income tax return.

Differential rates®

SECTOR %
Financial 40%
Extractive 40%-50%-55%
Hydroelectric 38%
Ecotourism 15%
Exporters (TFZ) 20%

*Subject to the compliance of the require-
ments of the company or the market in
which it operates.
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*From 2023 to 2027, financial entities,
insurance companies and stock market
commission agents that obtain a taxable
income more than COP. 5,000 million will
be subject to a 5% surtax on the income
tax rate.

Dividends

Dividends are subject to two brackets ac-
cording to the taxation given by the dis-
tributing company; (i) First level: 35%; (ii)
Second level will change according to the
conditions of the shareholder.

BENEFI- TAX WITH-
CIARY HOLDING
Individuals  0%-39%* 0%-15%
Legal En- 0% 10%*
tity
Permanent 20% 20%
Establish-
ments and
non-resi-
dents

*Entitled to a tax credit of up to 19%.

Capital Gains

Applicable to any free-of-charge act, in-
heritance, and the sale of fixed assets held
for more than two years. The tax rate is
15%.

1The withholding is only assumed on the first distribution of dividends and is transferable to the individual or non-resident
that ultimately receives the dividends. This withholding will not be applicable to Colombian holdings nor to distributions
between entities that have a situation of control or registered group.
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Minimum tax rate

Since 2023, a minimum tax rate (MTR) of
15% was established on the adjusted prof-
it, calculated according to the regulations.

Mechanisms for the avoidance of inter-
national double taxation

Colombia has a credit applicable to tax-
es paid abroad as a unilateral mecha-
nism to eliminate double taxation on for-
eign-source income earned by residents.

Double Taxation Agreements (DTA) in
force

Spain, Chile, Switzerland, Canada, Mexico,
South Korea, India, Portugal, United King-
dom and North Ireland, Czech Repubilic,
France, Japan, Italy, and the Andean Com-
munity (Bolivia, Ecuador, and Peru).

Signed agreements in the process of in-
ternal approval.

United Arab Emirates (UAE), Brazil, Lux-
embourg, Netherlands, and Uruguay.

10
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CONCEPT GENERAL TAX INFORMATION

Wealth tax

Individuals, undistributed estates, and
foreign entities or companies that are
not obliged to submit income tax re-
turns with a net worth equal to or great-
er than 72,000 UVT (approximately USD
$ 880,316) as of January 1st of each year
will be subject to this tax at rates ranging
from 0.5% to 1.5%. Starting in 2027, the
maximum rate will be reduced to 1%.

Financial Transaction Tax (FTT)

Transfers of funds between checking ac-
counts, savings accounts, deposit ac-
counts at the Central Bank (Banco de la
Republica), and the issuance of cashier’s
check are subject to the Financial Trans-
actions Tax (FTT) at a rate of 0.4%. Certain
transactions are exempt from this tax de-
pending on their nature or the entities in-
volved.

VAT

The tax is triggered on:
The sale of tangible goods.
The sale or assignment of rights over
intangible assets related to industrial
property (trademarks, patents, and in-
dustrial designs).
The rendering of services in Colombia,
or from abroad.
The importation of tangible goods.
The sale or operation of games of
chance, except for lotteries and games
of chance operated exclusively online.

11
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CONCEPT GENERAL TAX INFORMATION

VAT taxpayers may credit the VAT input
(paid on purchases made for their busi-
ness operations) against the VAT generat-
ed from taxable activities.

This does not apply to VAT being paid on
the acquisition of fixed assets.

Taxes the provision of mobile telephony,
internet and mobile navigation services,
data services, the sale and importation
National Consumption Tax of vehicles, the sale of food and bever-

(NCT) ages prepared in restaurants, cafeterias,
self-service stores, ice cream parlors, pas-
try shops and bakeries for on-site con-
sumption.

Taxes the sale, withdrawal, importation
for own consumption or importation for
sale of fossil fuels (including all petroleum
derivatives and all types of fossil gas).

The rate is determined based on the Car-
bon Dioxide (CO2) emission factor for each
specific fuel, expressed in units of volume
(kilograms of CO2, equivalent) per unit of
energy (terajoules), according to the vol-
ume or weight of the fuel measured in
tons, gallons, or cubic meters. The applica-
ble rates range from COP $36 to COP $238.

National Carbon Tax

12
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CONCEPT GENERAL TAX INFORMATION

Impose at the rate of 1% on public in-
struments and private documents that
are granted or accepted in the country or
abroad. Those that are executed or gen-
erate obligations in the national territory,
when such documents record the consti-
tution, existence, modification or exten-
sion of obligations for an amount greater
than 6.000 UVT (USD 73,360). This tax ap-
plies only to documents signed between
22 February and 31st of December 2025.

National Stamp Tax

There are special rates for documents that
are notarized, including the transfer of as-
sets, which apply on a permanent basis.

LOCAL TAXES

This tax is triggered by the performance of
industrial, service, and commercial activi-
ties within each municipal or district juris-
diction.
Industry and Commerce Tax (ICA) . .
The rate varies according to local regula-
tions, but is approximately 1%, calculated
on the gross income received by the tax-
payer in each jurisdiction.

13
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CONCEPT GENERAL TAX INFORMATION

Property Tax

This tax is triggered annually on the own-
ership or possession of real estate in Co-
lombia. The rate is between 0.5% to 1.6%
of the value of the property, depending on
the municipality in which the property is
located.

Registry tax

This is a departmental tax triggered by the
filing of acts, contracts, and legal transac-
tions in the Public Instruments Registry
Offices and/or in the Chambers of Com-
merce. The applicable rate and taxable
base vary according to the type of act be-
ing registered.

The main elements that you should con-
sider as a foreign investor will be further
elaborated below.

7.1. Income Tax

Colombian companies and permanent es-
tablishments are subject to income tax on
their worldwide source of income at a rate
of 35%. This rate also applies to foreign
legal entities over the Colombian-based
income.

The taxable basis is all ordinary and ex-
traordinary income that is not expressly
excluded, after subtracting the costs and
expenses deductible according to the reg-
ulations.

14

Broadly speaking, costs and expenses in-
curred by the taxpayers during the taxable
year will be deductible when (i) exists a
causal relationship between such expens-
es and the taxpayer’s income generating
activity, (ii) the expenses are truly neces-
sary and (iii) proportionate in accordance
with the business criteria of each activity.

Additionally, for an expense to be de-
ductible, it must be properly supported
by invoices or supporting documents. For
expenses incurred abroad, withholding
tax must have been applied on payment
or accrual (where such obligation exists),
and compliance with the applicable trans-
fer pricing and foreign exchange regula-
tions must be ensured.



A legal entity shall be deemed to be a fis-
cal resident when (ii) its incorporation, (ii)
main place of business, or (iii) effective
place of management’ is located in Co-
lombia.

Broadly speaking, income associated with
the exploitation of tangible and intangi-
ble assets and the provision of services
in the Colombian territory are considered
Colombian source income. However, there
are special exemption rules applicable.

This tax is calculated on the net income
obtained by taxpayers in the taxable pe-
riod from January 1st to December 31st
of each year, except in the extraordinary
cases in which by law a short period is ac-
cepted. The tax returnis filed and paid an-
nually, notwithstanding the anticipated
collection mechanism (Withholding Tax).

Unless the tax regulation provides other-
wise, the assessment of the taxable basis
for income tax purposes, for companies
and individuals required to keep account-
ing records, must be based on the value
of assets, liabilities, equity, income, costs,
and expenses in accordance with the ap-
plicable accounting technical frameworks
in force in Colombia.
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Fiscal resident individuals are subject to
rates between 19% and 39% according
to the income obtained in the period.
Non-fiscal resident individuals are taxed
at a rate of 35%, notwithstanding the
application of withholding taxes at rates
that will depend on the nature of the pay-
ment.

Foreign individuals will be Colombian fis-
cal residents if they remain in the country
continuously or discontinuously for more
than 183 calendar days, including days of
entry and exit of the country, during any
period of 365 consecutive calendar days.

7.1.1. Capital Gains Tax

Income arising from the disposal of goods
of any nature, which have been part of the
fixed assets of the taxpayer for a period
of time of two years or more, are subject
to Capital Gains tax at a 15% rate. The
fraction of the profit obtained on the sale
claimed as a depreciation deduction is
considered net income.

Capital Gains for taxpayers subject to this
tax also include those derived from inher-
itances, legacies, donations, or any other
free of charge grant, as well as amounts
received as marital share. In such cases,
the rate is 20%.

2 The place of effective management of a company is the location where the commercial an management decisions neces-
sary for the day-to-day operations of the company are actually made.
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PROFIT ON SALES OF FIXED ASSETS

Owned for MORE than two (2) years

Owned for LESS than two (2) years

Capital Gains - Art. 300 Tax Code

Net income - Art. 179 Tax Code

Amount =
Price of sale - fiscal cost of the asset

Determination of the cost of the asset by
the Cap. lll of title | of the Tax Code (in-
come)

7.1.2. Non-taxable income

The law establishes some special tax
treatments that allow the exclusion of
specific income for the determination of
the taxable base.

Such income includes, among others: in-
demnity for damage insurance; donations
to movements and campaigns of political
parties; profit on the sale of shares listed
on the Colombian Stock Exchange, owned
by the same beneficial owner, when such
sale does not exceed 3% of the outstand-
ing shares of the respective company,
during the same taxable year.

16

7.1.3. Limits to the deductibility of costs
and expenses

Costs and expenses are all expenditures
that contribute to the development of
the taxpayer’s taxable activities. Despite
their accounting recognition, some costs
and expenses are not accepted or have
limitations for their recognition in Income
Tax:

- Theinterests arelimited to the usury
rate certified yearly by the Financial
Superintendency (Superintendencia
Financiera).

- Interests generated by debt ob-
tained directly or indirectly with
economic related parties, that do



not exceed twice the taxpayer’s net
worth determined as of December
31st of the immediately preced-
ing taxable year (thin capitalization
rule) are deductible, the portion ex-
ceeding such calculation will not be
deductible.

Costs and expenses incurred abroad
that are related to the generation
of taxable income from Colombian
sources are limited to 15% of the
taxpayer’s net taxable income, cal-
culated before deducting such costs
or deductions.

The deduction of royalty payments
made to foreign related parties and
entities located in free trade zones
is prohibited when such payments
are for the exploitation of an intan-
gible asset developed within Colom-
bian territory.

Expenses arising from technology
import contracts are deductible if
such contracts are registered before
the Colombian Tax Authority (DIAN).
Non- deductible amortization (due
to exceeding the 20% limit in the
year or taxable period) will generate
a difference that will be deductible
in subsequent periods at the end of
the useful life of the intangible as-
set, without exceeding 20% of the
fiscal year cost of the asset.
Intangible assets arising from busi-
ness combinations might be subject

17
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to amortization limitations. Good-
will, capital gain, commercial credit
will in no case be amortizable for tax
purposes under any circumstances.

7.1.4. Significant Economic Presence

The concept and regulatory framework
of Significant Economic Presence (acro-
nym in Spanish “PES”) was introduced
by Law 2277 of 2022 as a taxable nexus
for purposes of Income Tax, applicable to
non-resident legal entities and individu-
als that meet specific thresholds estab-
lishing a material economic engagement
with Colombia.

The conditions for establishing a Signifi-
cant Economic Presence are as follows:

- Deliberate and systematic interac-
tion with the Colombian market,
that is, with customer(s) and/or us-
er(s) located within the national ter-
ritory; and;

- During the preceding or current
taxable year, the non-resident has
obtained gross income equal to or
greater than thirty-one thousand
three hundred (31,300) Tax Value
Units (UVT) (approx. USD $382,693)
from transactions involving the sale
of goods to customers and/or users
located within Colombian territory.



Taxpayers with Significant Economic Pres-
ence in Colombia are subject to income
tax in the country on income derived from
the sale of goods and/or the provision of
services to customers and/or users locat-
ed within Colombian territory. In order to
comply with this obligation, the taxpayer
may either (i) be subject to withholding at
a 10% rate on the gross amount of each
payment, or (ii) file and pay a 3% tax on
the gross income derived from the sale of
goods and/or provision of digital services
from abroad to users located in Colombia.

7.1.5. Minimum tax rate

As of 2023, the income tax liability of res-
ident legal entities may not be lower than
15% of the “Adjusted Taxation Rate” (Tasa
de Tributacion Depurada - TTD). The law

establishes that the TTD is calculated by
dividing the Adjusted Tax (Impuesto Dep-

Accounting Income (Before Taxes)

(-) Income from capital gains net value

Tax Code.

18
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urado - ID) by the Adjusted Profit (Utili-
dad Depurada - UD).

In cases where there is a requirement to
consolidate financial statements, in order
to verify the TTD, the taxes paid by the le-
gal entity or by the group entities in Co-
lombia must be considered and divided
by the accounting profit of the entity or
the group’s consolidated financial state-
ments, in accordance with the formula set
forth in the applicable regulation.

The resulting adjusted tax shall be
weighed against a specific measure of
profit referred to as the Adjusted Profit,
which differs from the one used to calcu-
late the income tax liability. The Adjusted
Profit corresponds to the accounting or
financial profit before taxes, subject to
certain adjustments, as follows:

(+) Permanent differences established in the law that increase net income
(-) Income that does not constitute income or occasional profit.
(-) Income arising from the equity method income

(-) Exempt income arising for the application of double taxation agreements, income
received by the Colombian holding companies’ regime -CHC and external income re-

ferred to in paragraphs a) and b) of numeral 4 and numeral 7 of article 235-2 of the

(-) Offsetting of tax losses or excess presumptive income



Permanent differences that increase the
tax liability, as well as temporary differ-
ences, will be the determining factors for
a reduction in the Adjusted Taxation Rate
(Tasa de Tributacion Depurada - TTD) be-
low the 15% threshold. When a company
or a group of companies falls below the
established minimum tax threshold, they
must add the necessary tax amount to
reach the required minimum.

7.1.6. Corporate reorganizations, merg-
ers, and acquisitions M&A

Capital contributions, whether in cash or
in kind, made to Colombian companies,
as well as mergers and spin-offs carried
out between Colombian companies, or
where the beneficiary or acquiring entity
is a Colombian entity, are subject to a tax
neutrality regime, provided that the legal
requirements are met.

As a general rule, mergers and spin-offs
between foreign entities whose Colom-
bian-based assets represent less than
20% of the total value involved will also
be considered tax neutral and, therefore,
not subject to income tax.

19
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A taxable indirect transfer is understood
as the transfer of shares or ownership
rights in foreign entities, under any title,
which in turn hold assets located in Co-
lombia, when such Colombian assets rep-
resent at least 20% of the book value or
fair market value of the total assets re-
corded by the transferred foreign entity.

7.1.7. Tax Depreciation

For income tax purposes, taxpayers re-
quired to keep accounting records may
deduct reasonable amounts for depre-
ciation caused by the wear and tear of
property used in business or income-gen-
erating activities, if they have rendered
services in the taxable year or period.

The tax cost of property, plant and equip-
ment, and investment properties shall be
the acquisition price plus directly attrib-
utable costs incurred until the asset is
available for use.

The annual depreciation rate shall be the
lower of the rate determined for account-
ing purposes and the rate established by
the National Government. In the absence
of such regulations, the following annual
rates shall apply to the base used for cal-
culating depreciation:



TO DOING BUSINESS
IN COLOMBIA

LEGAL GUIDE

CONCEPTS AND ASSETS TO DEPRECIATE MAXIMUM ANNUAL DEPRECIATION RATE

Constructions and Buildings 2.22%
Aqueducts, Silver, and Networks 2.50%
Communication Routes 2.50%
Fleet and Aircraft EQuipment 3.33%
Fleet and Railway Equipment 5.00%
Fleet and River Equipment 6.67%
Armament and Surveillance Equipment | 10.00%
Electrical EQuipment 10.00%
Land Transport Fleet and Equipment 10.00%
Machinery and Equipment 10.00%
Furniture and Fixtures 10.00%
Medical and Scientific EQuipment 12.50%
Bottles, Packaging, and Tools 20.00%
Computer Equipment 20.00%
Data Processing Networks 20.00%
Communication Equipment 20.00%

7.1.8. Taxloss carryforwards

Tax losses liquidated in a period may be
offset with the ordinary net income ob-
tained in the following twelve (12) taxable
periods.

In the case of mergerand spin-off process-
es, the absorbing company or company
resulting from these processes may offset

20

with the ordinary net income obtained,
the tax losses incurred by the merged or
spun-off companies up to a limit equiva-
lent to the percentage of participation of
the assets of the merged or spun-off com-
panies within the assets of the absorbing
company or company resulting from the



merger or spin-off process, provided that
the entities carry out the same economic
activity.

7.1.9. Tax Credit

Colombian tax regulations incorporate
some elements that can be directly sub-
tracted from the Income Tax. In each el-
ement, the scope of the discount must
be reviewed and in no case tax discounts
may exceed the value of the income tax
assessed.

Some of the main Tax Credit include the
following:

- Resident individuals who earn for-
eign source income subject to In-
come Tax in the country of origin,
are allowed to credit this income tax
paid abroad in its Colombian tax re-
turn.

- For dividend income received from
abroad, the deductible tax results
from multiplying the tax rate to
which such profits have been sub-
ject in the entity that distributes
them or its subsidiaries when the
company that distributes the divi-
dends in turn has received dividends
from them (indirect tax credit), by
the amount of the dividends or prof-
its at the time of their distribution.

21
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- The VAT paid on the acquisition, im-
portation, construction or forma-
tion of productive fixed assets can
be credited from income tax.

- Donations made to non-profit en-
tities that belong to the special in-
come tax regime and to non-tax-
paying entities referred to in Articles
22 and 23 of the Tax Code grant an
income tax discount of 25% of the
value donated in the taxable year
period. This donation will not be de-
ductible.

- 30% discount for investments in
projects qualified by the National
Council of Tax Benefits in Science
and Technology in Innovation as re-
search, technological development,
or innovation.

- A tax credit of 25% for investments
made in control, conservation, and
improvement of the environment.

Finally, Colombian law establishes a lim-
it of 3% per year of the taxpayer’s ordi-
nary net income for the origin of certain
non-income income, special deductions,
exempt income and tax discounts.

7.1.10. Controlled Foreign Corporations
(CFCs)

Applicable to Colombian individuals and
legal entities that have, directly or indi-



rectly, a participation interest equal to or
greater than 10% in the capital of the for-
eign controlled entity (FCE or ECE for its
acronym in Spanish) or in its results.

ECEs are investment vehicles such as
companies, trusts, investment funds,
among others, that meet the conditions
to be considered as a related party/relat-
ed entity for the transfer pricing regime
not deemed as residents in Colombia.

For income tax purposes, taxpayers sub-
ject to the ECE regime must accrue the
profit arising from passive income ob-
tained by the ECE at the moment the ECE
obtains it, this according to the propor-
tion to their participation in the capital of
the ECE or in the results of the ECE, dis-
regarding the distribution moment to the
Colombian entity.

For this regime, passive income includes
the following:

- Dividends from companies or in-
vestment vehicles.

- Interest and financial yields.

- Income from the exploitation of in-
tangibles assets.

- Income from the sale of tangible as-
sets.
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- income from the sale or lease of real
estate.

- income from the rendering of tech-
nical, technical assistance, adminis-
trative, engineering, architectural,
scientific, qualified, industrial and
commercial services.

The Colombian resident who must accrue
taxable income under the ECE regime may
request tax credit for taxes paid abroad
over such income.

7.1.11. Colombian Holding Companies
(CHC)

The Colombian Holding Companies (CHC)
regime is applicable to national compa-
nies that have as one of their main activi-
ties the realization and administration of
investments in Colombian or foreign com-
panies. To be eligible for this regime it is
necessary:

i. Have direct investments represent-
ing at least 10% of the capital of two
companies.

ii. Have sufficient human and material
resources for the realization of the
corporate purpose®; and

iii. Notify DIAN the intention to be in-
cluded in the regime.

3 If the sole purpose of the company is the holding activity, the company must have at least three employees, make stra-
tegic decisions in the country and have its own management in Colombia.



The benefits of this regime include the
following:

- Dividends received by CHC from for-
eign entities are exempted from in-
come tax.

- Dividends and share premiums dis-
tributed by the CHC are considered
foreign source income for the share-
holder, provided they arise from in-
come attributable to activities car-
ried out by non-resident entities.

- Dividends received from invest-
ments in foreign entities and cov-
ered by the CHC regime will not be
subject to ICA. However, other ac-
tivities where the triggering event
takes place within the territory of a
Colombian municipality will be sub-
ject to such tax.

- CHC entities are Colombian resi-
dents for the purposes of the Dou-
ble Taxation Agreements signed by
Colombia.

- Income derived from the disposal
of foreign shares will be exempted
from income tax in Colombia.

- The profit obtained by residents
in Colombia from the disposal of
shares of a CHC will be exemptin the
proportion equivalent to the activi-
ties carried out abroad. In this same
proportion, it will be considered for-
eign source income for non-resident
shareholders of the CHC.

23
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7.1.12. Transfer Pricing

Taxpayers subject to the transfer pricing
regime are income taxpayers and comple-
mentary taxpayers who:

i. Perform activities or transactions
with foreign economic related par-
ties.

ii. Perform activities with related par-

ties located in a free trade zone.

Perform activities with individuals/

entities resident in non-cooperating

jurisdictions of low or no taxation or
in preferential tax regimes (tax ha-
vens); and

Permanent  establishments  of

non-resident entities and branches

in activities or transactions with re-
lated parties.

Consequently, taxpayers who comply with
any of the criteria above must determine
their income, costs, deductions, assets
and liabilities considering the conditions
that would have been used in comparable
transactions with or between independent
parties, i.e., their transactions must re-
spond to market value criteria and comply
with the arm’s length principle.

For the application of the transfer pricing
regime, the law considers that there is a
linkage in the following situations:



i. Subordinates.

ii. Branches.

iii. Agencies.

Permanent establishments; and
Other cases of economic linkage,
which include cases in which the
operation is developed between
related parties through unrelated
third parties, when more than 50%
of the gross income arises individu-
ally or jointly from their partners or
shareholders or when there are con-
sortiums, temporary unions, joint
ventures, and other forms of associ-
ation that do not originate legal en-
tities, among others.

Colombian transfer pricing regulations
generally follow the guidelines estab-
lished by the OECD for these purposes.

7.1.13. Analysis methods and compara-
bility criteria

Colombian tax legislation establishes that
taxpayers may use any of the following
methods to determine the price or profit
margin in transactions carried out related
parties:

- Comparable uncontrolled price.

- Resale price method.

- Added cost.

- Transactional Net Margins method.
- Profit split method.

24
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The selection of the appropriate method
will depend on the most suitable meth-
od according to the functions performed,
available information, and degree of com-
parability. Notwithstanding the foregoing,
the legislation has established a particular
application of transfer pricing methods for
the purchase of used fixed assets, unlist-
ed stock purchase and sale transactions
over commodities.

7.1.14.Penalty Regime

The transfer pricing regime establishes
penalties regarding formal obligations re-
lated to supporting documentation (local
report and master report) and informa-
tive return.

For omissions related to the supporting
documentation, penalties arise for: (i) un-
timely submission; (ii) inconsistencies in
the information submitted (errors, con-
tent that does not correspond to what
was requested or that does not allow ver-
ifying the application of the regime); (iii)
failure to submit; (iv) omission of informa-
tion; and (v) amendments.

Finally, non-compliance associated with
the country-by-country Report and its
notification is subject to the penalties es-
tablished in Article 651 of the Tax Code re-
garding the failure to submit information
within the established deadlines or the



submission of information whose con-
tent is incorrect or does not correspond
to what was requested.

7.1.15. Withholding tax

Colombian regulations include withhold-
ing obligations aiming to facilitate, accel-
erate and ensure collection of income tax
and capital gains tax, and its purpose is to
gradually ensure that the tax is collected
within the same taxable year in which it is
incurred.

Section 365 of the Tax Code provides that
the DIAN may establish a system of provi-
sional monthly payments by income tax-
payers, as an exception to the withholding
at source system. For the determination of
this system, the profits and gross income
of the immediately preceding taxable pe-
riod shall be considered for its estimation.

7.1.15.1. Withholding tax in the income
tax

The withholding rates for other tax rev-
enues will be a maximum of four-point
five percent (4.5%) of the payment or ac-
crual. Withholding obligations apply over
income that produces an increase in the
beneficiary’s net worth as payment or ad-
vance payment of the tax.
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Additionally, the Colombian Government
may establish Withholding Tax percent-
ages not exceeding thirty percent (30%)
of the respective payment or accrual, for
taxable income arising from abroad. The
withholding shall not be applicable to in-
come from exports of goods nor services
rendered by Colombians abroad to in-
dividuals or legal entities not residing in
Colombia, provided that the foreign cur-
rency is channeled through the foreign
exchange market.

Withholding agents are public law enti-
ties, investment funds, securities funds,
retirement and disability pension funds,
consortiums, temporary unions, orga-
nized communities and other individuals
or entities, unliquidated successions and
partnerships. Withholding agents shall
transfer the sums withheld to the DIAN
under the mechanism provided by this
authority.

Withholding agents that fail to com-
ply with its obligations may face a pris-
on sentence of 48 to 108 months and a
fine equivalent to two times the amount
not deposited, limited to 1.020.000 UVT
(Approx. COP $50.794.980.000 - USD
$12.471.147).



Individuals that obtain at least 30.000
Tax Units (Approx. USD $366.798) in the
preceding year arising from commercial
activities must also perform withholdings
on payments or accruals made for certain
items stated in Articles 392, 395 and 401
of the Colombian Tax Code.

7.1.15.2. Withholding applicable on pay-
ments and accruals between local par-
ties.

Local payments or accruals are subject to
income tax withholding at rates ranging
from 1% to 11%, depending on the nature
of the payment or accrual. This income tax
withholding is creditable against the final
Income Tax due by the payee during the
fiscal year.

For example:
1. General services: 4% if the taxpayer

is liable to file income tax returns,
and 6% if not.
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Construction and development con-
tracts: 2%

Fees: 11% if the taxpayer is liable to
file income tax returns, and 10% if
not.

Interests: 7% or 4% depending on
the nature of agreement, giving rise
to such an interest income.

7.1.15.3. On payments and accruals to
foreign non-residents.

Payments or accruals made to foreign
non-resident individuals or entities are
subject to withholding for Income Tax
purposes if the income is taxable in Co-
lombia for the beneficiary.

Unlike local withholdings, in this system
the withholding commonly becomes the
definitive tax obligation in Colombia, and
therefore the foreign non-resident ben-
eficiary is not required to file income tax
return afterward.
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The withholding rates are:

NATURE OF THE PAYMENT WITHHOLDING TAX RATE

15% withholding tax rate if the loan ex-
ceeds 1 year, and 20% if the loan is for
Interests in foreign debt less than 1 year (5% upon infrastructure
financing in Colombia subject to certain
special requirements).

Other type of interests 20%

Royalties 20%

Technical assistance services, technical

. . . 20%
services, and consulting services

Capital gains 10%

Yields out of foreign portfolio invest-

14% (5% in some cases)
ments
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Please bear in mind that the withholding
tax rates may vary if a Double Tax Treaty
(DTT) is applicable. Currently Colombia
has enforceable DTTs with many jurisdic-
tions*.

On the other hand, taxable payments
made to an individual or entity with fiscal
residency or located in a jurisdiction con-
sidered by the Colombian Government
as non-cooperating and low tax jurisdic-
tions (formerly known as tax havens) and
preferential tax regimes will be subject to
withholding at the general tax rate ap-
plicable to entities (35%) rather than the
withholding tax rates for non-Colombian
tax residents.

The government has classified the fol-
lowing countries, jurisdictions, do-
mains, associated states, or territories as
non-cooperatives jurisdictions and as ju-
risdictions with preferential tax regimes
or with no taxation: (i) Svalbard Archip-
ielago; (ii) Saint Pierre and Miquelon; (iii)
State of Kuwait; (iv) State of Qatar; (v) The
independent Sate of Samoa; (vi) Qeshm
Island; (vii) Pitcairn, Henderson, Ducie and
Oeno Islands;(viii) Solomon Island; (ix) La-
buan; (x) Macao; (xi) The Commonwealth
of The Bahamas; (xii) Kingdom of Bahrain;
(xiii) Hashemite Kingdom of Jordan; (xiv)
Co-operative Republic of Guyana; (xv) Re-
public of Angola; (xvi) Republic of Cabo
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Verde; (xvii) Marshall Islands; (xviii) Li-
beria; (xix) The Republic of Maldives; (xx)
The Republic of Nauru; (xxi) The Republic
of Trinidad and Tobago; (xxii) Republic of
Vanuatu; (xxiii) Republic of Yemen;(xxiv)
Saint Helena, Ascension and Tristan da
Cunha and; (xxv) Sultanate of Oman.

7.1.16.Special income tax withholding

National companies or permanent es-
tablishments exempt from paying social
security and parafiscal contributions for
their employees earning a salary lower
than 10 minimum legal monthly wages are
considered as special income tax with-
holding agents.

This special income tax withholding must
be calculated on each payment or credit
made to the taxpayer liable for Income
Tax, and the rate can range from 0.55%,
1.1%, 1.9%, 2.2%, 3.6% and 4.5% depend-
ing on the type of economic activity.

Those responsible for self-withholding
must submit and pay for the self-with-
holdings made in each month, within the
deadlines established by the national
government for such purpose.

Self-withholding shall be applied inde-
pendently of the withholding tax.

4 (i) Canada, (ii) Mexico, (iii) Chile,(iv) Spain, (v) Portugal, (vi) India, (vii) Czech Republic, (viii) Switzerland, (ix) South Korea,
(x) United Kingdom and North Ireland, (xi) Andean Community (Ecuador, Peru and Bolivia), (xii) Japan, (xiii) France, and with

(xiv) Italy.



7.2. Equity tax

Equity tax is triggered by the posses-
sion of net equity as of January 1st of
each year, with a value equal to or great-
er than 72,000 UVT (approx. COP -
$3.585.528.000 in 2025 - USD $880,316).

The taxable basis is determined by sub-
tracting the taxpayer’s outstanding liabil-
ities as of that date from the total gross
assets held. Are subject to this tax:

Individuals and undivided estates
that are Income Tax taxpayers, or
subject to substitute Income Tax re-
gimes.

Individuals, whether Colombian or
foreign nationals, who are not tax
residents in the country, over assets
directly held in Colombia (exceptions
may apply).

Individuals, whether Colombian or
foreign nationals, who are not tax
residents in the country, over assets
indirectly held through permanent
establishments in Colombia (excep-
tions may apply).

Undivided estates of deceased indi-
viduals who were not tax residents
in Colombia at the time of death,
over assets held in Colombia.
Foreign companies or entities not
obliged to submit income tax re-
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turn in the country, that own as-
sets located in Colombia, other than
shares, accounts receivable and/or
portfolio investments.

From 2023 to 2026, the tax rate will range
between 0.5% and 1.5%. As of 2027, the
maximum applicable rate will be 1%.

7.3. Value Added Tax (VAT)

VAT is a national indirect tax triggered
on the following transactions, unless ex-
pressly excluded by law:

The sale of tangible assets and real
estate

The sale or transfer of rights overin-
tangible assets related to industrial
property rights.

The provision of services in Colom-
bia, or from abroad.

The importation of tangible goods.
The distribution, sale, or operation
of games of chance, with the excep-
tion of lotteries and games of chance
operated exclusively online.

Decree 0175 of 2025, effective until De-
cember 3l1st, 2025, states that games of
chance operated exclusively online are
subject to a rate of 19%.



Services provided from abroad are subject
to VAT when the recipient and/or benefi-
ciary are located within the national ter-
ritory.

Certain transactions are categorized as
either exempt (0% rate) or excluded (not
subject to VAT, but the VAT paid on inputs
must be treated as part of the cost or ex-
pense of the input).

7.3.1. VAT Collecting agents

Liability for VAT arises for the following
people or entities when engaging in tax-
able transactions involving the sale of
goods, provision of services, or importa-
tion of goods:

For sales, individuals or entities en-
gaged in commerce, whether acting
as manufacturers or distributors.
Service providers, if 100% of their
services are not expressly excluded
from VAT under applicable law.
Importers of tangible assets pro-
vided such goods are not expressly
exempted or excluded by statute or
regulation.

Foreign service providers, as defined
by the DIAN, when rendering ser-
vices to recipients located within
Colombian territory.
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7.3.2. Taxable Income

The taxable basis is composed of the to-
tal value of the transaction, including
any assets and services. Specific taxable
bases may apply to certain transactions,
depending on the nature of the goods or
service supplied, or the legal or factual
characteristics of the supplier, as estab-
lished by applicable tax regulations.

7.3.3. Rate

The general VAT rate is 19%. However, re-
duced rates of 5% and 0% apply to specif-
ic goods and services, as provided under
the applicable tax regulations.

7.3.4. VAT Recovery

The VAT taxpayer may offset the VAT
charged on taxable supplies of goods or
services with the VAT paid on the acqui-
sition of goods, services, or imports—ex-
cluding fixed assets— (deductible VAT),
provided such expenditures are accepted
as deductible costs and/or expenses for
income tax purposes.

VAT paid may be deducted as follows:

For taxpayers who are required to
file on a bimonthly basis, deductions



and recoverable taxes may only be
accounted for in the fiscal period
corresponding to the date of their
accrual or in one of the following
three bimonthly periods and may be
claimed in the tax return for the pe-
riod in which they were accounted
for.

- For taxpayers who are required to
file on a quarterly basis, deductions
and recoverable taxes may only be
accounted for in the fiscal period
corresponding to the date of their
accrual or in the immediately fol-
lowing quarterly period and may be
claimed in the tax return for the pe-
riod in which they were accounted
for.

VAT credit resulting from excess recover-
able taxes due to tariff differences that
were not credited to VAT during the tax
year or period in which they were generat-
ed may be requested for offset or refund
once the taxpayer has fulfilled the obliga-
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tion to file the corresponding income tax
return for the tax period in which the ex-
cesses were generated.

In the case of taxpayers engaged in ex-
empted operations (0% rate), the VAT
credits determined in their VAT return
may be requested for a refund every two
months.

The VAT paid for the acquisition or impor-
tation of capital goods may be deducted
in the IT in the period of its purchase or
importation, provided that such benefit
is not concurrently used as a discount on
the income tax (Article 258-1 of the Tax
Code). This also applies to goods acquired
under financial leasing with the option to
purchase at the end of the contract.

7.3.5. VAT Exclusions
The following transactions do not cause

the tax, nor do they entitle the purchaser
to a deductible VAT on purchases:



(i) Excluded assets
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Most live animals of species used for hu-
man consumption, vegetables, seeds,
fruits, and other agricultural products,
whether fresh or frozen.

Goods such as cereals, flour, cocoa, artis-
anal products, salt, natural gas, vitamins.

Certain machinery for the primary sector,
some medical items, among others.

Personal computers with a value of less
than 50 UVT (approximately USD 611) and
smart mobile devices (cell phones, tab-
lets) with a value not exceeding 22 UVT
(approximately USD 269)

National or imported equipment and
items intended for the construction, in-
stallation, assembly, and operation of con-
trol and monitoring systems necessary to
comply with current environmental regu-
lations, provisions, and standards.

Food for human and animal consump-
tion imported from neighboring countries
to the departments of Vichada, Guajira,
Guainia, and Vaupés, provided that they
are exclusively destined for local con-
sumption in those departments.

Human consumption food donated to
legally established food banks, in accor-
dance with the regulations issued by the
national government.

Real Estate Sales

32



TO DOING BUSINESS
IN COLOMBIA

LEGAL GUIDE

Human and animal consumption food,
clothing, hygiene products, medicines for
human or veterinary use, construction
materials, bicycles and their parts, motor-
cycles and their parts, and motocarros and
their partsintroduced and marketed in the
departments of Amazonas, Guainia, Guav-
iare, Vaupés, and Vichada, provided they
are exclusively intended for consumption
within the same department, and motor-
cycles and motocarros are registered in
the department. The national government
will regulate the matter to ensure that the
VAT exemption applies to sales to the final
consumer.

Aviation fuel supplied for national air
transport services of passengers and car-
go with origin and destination in the de-
partments of Guainia, Amazonas, Vaupés,
San Andrés Islas y Providencia, Arauca,
and Vichada.

Products purchased or introduced into
the department of Amazonas under the
framework of the Colombia-Peru Agree-
ment and the agreement with the Federa-
tive Republic of Brazil.

(ii) Excluded services

Public or private, national, and interna-
tional cargo transportation.

Public passenger transportation in the
national territory, whether by land, sea or
river.

Agricultural activities related to land
preparation for agricultural exploitation,
or related to the production and commer-
cialization of its derived products

Domestic air transportation of passengers
to national destinations, where no orga-
nized land transport exists.

Transportation of gas and hydrocarbons.

Interest and financial yields from credit
operations and financial leasing.

33



TO DOING BUSINESS
IN COLOMBIA

LEGAL GUIDE

Medical, dental, hospital, clinical and lab-
oratory services for human health. Public
services for energy, water supply and sew-
age, public cleaning, waste collection, and
household gas.

Residential internet connection and ac-
cess services for third socioeconomic stra-
tum.

Hotel and tourism services provided by
the municipalities that are part of certain
special customs regime zones.

Educational services provided by estab-
lishments offering preschool, primary,
secondary, intermediate, higher, special,
or non-formal education, recognized as
such by the Government, and educational
services provided by individuals to these
establishments.

Virtual education services for the devel-
opment of digital content, in accordance
with the regulations issued by the ICT
Ministry, provided in Colombia or abroad.

Provision of web pages, servers (hosting)
and cloud computing.

Acquisition of software licenses for the
commercial development of digital con-
tent, in accordance with the regulations
issued by the ICT Ministry.

Repair and maintenance services for ves-
sels and naval artifacts, both maritime and
fluvial, under the Colombian flag.

(iii) Excluded imports

The importation of machinery for waste
treatment and environmental control and
monitoring, importation to special cus-
toms regime zones, as well as weapons
and ammunition for national defense will
be excluded from VAT.

7.3.6. Exempt Transactions

Certain transactions are subject to VAT at
a 0% rate, which allows the taxpayer to
claim a credit for VAT paid on the acqui-
sition of goods or services directly asso-
ciated with these exempt operations. The
following operations are particularly high-
lighted:
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- The export of goods and services, in
accordance with the conditions set
forth by law and regulation. Includ-
ing the sale of goods to internation-
al commercial entities.

- Tourism services provided to res-
idents abroad for use within Co-
lombia, sold by agencies or hotels
registered in the National Tourism
Register.

- The sale of raw materials, parts, in-
puts, and finished goods from the
national customs territory to users
of industrial goods or services in a
free trade zone, or between such
users, provided that the goods are
essential for the realization of the
users’ corporate objectives.

- Internet connection services pro-
vided through fixed networks to
residential subscribers in socio-eco-
nomic strata one and two.

- The sale of beef, pork, lamb, goat,
certain poultry, eggs, milk, fish,
whether fresh or refrigerated, sold
by the producers of these goods.

7.3.7. Tax assessment

The tax is determined as the difference
between the VAT generated from taxable
transactions and the legally authorized
deductible VAT, as follows:
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Income from taxable operations by rate
Tax generated (limited to the same rate
as VAT generated)

(-) Taxes deductible
= Tax determined as payable

7.4. National Consumption Tax

The triggering event for the National Con-
sumption Tax (Impuesto Nacional al Con-
sumo - INC) is the provision or sale to the
final consumer, or the importation by the
final consumer, of the following goods
and services:

- The provision of mobile telephony
services, mobile internet and data
services, and mobile browsing ser-
vices.

- Sales of certain tangible assets,
whether domestically produced or
imported (Cars)

- The provision of prepared food and
beverage services in restaurants,
cafeterias, self-service establish-
ments, ice cream parlors, fruit shops,
pastry shops, and bakeries for on-
site consumption, takeout, or home
delivery; catering services under
contract; and the provision of food
and alcoholic beverage services for
on-site consumption in bars, tav-
erns, and nightclubs.
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The National Consumption Tax (NCT) does not give rise to creditable VAT (i.e., it does not
trigger input VAT that may be offset against output VAT).

Applicable rates range from 4%, 8% and 16%, depending on the nature of the taxable

activity or the type of good sold.

7.5. National Carbon Tax

FOSSIL FUEL UNIT RATE/UNIT (COP)
Carbongalén enin Ton $52.215

Fuel oil Gallon $238
Diesel Gallon S191
Jet fuel Gallon $202
Kerosene Gallon $197
Gasoline Gallon $169
Liguefied petroleum gas Gallon $134
Natural gas Cubic meter $34

The National Carbon Tax is a burden on
the carbon equivalent content (CO2eq)
of all fossil fuels, including all petroleum
derivatives, fossil gas and solids used for
combustion.

The triggering event of the national car-
bon tax is the sale within the national
territory, the withdrawal for own con-
sumption, the importation for own con-
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sumption or the importation for sale of
fossil fuels.

The national carbon tax is payable in a
single stage with respect to the generat-
ing event that occurs first. In the case of
gas and oil derivates, the tax is payable on
sales made by producers, on the date of
issuance of the invoice; on withdrawals for
consumption by producers, on the date of



withdrawal; and on imports, on the date
on which the gas or oil derivative is na-
tionalized. In the case of carbon, the tax
is payable at the time of sale to the final
consumer, on the date of issuance of the
invoice; at the time of withdrawal for own
consumption, on the date of withdrawal;
or at the time of importation for own use,
on the date of its nationalization.

Over gas and oil derivatives of petroleum,
the taxpayer shall be the person who ac-
quires the fossil fuels from the producer
or the importer; the producer when mak-
ing withdrawals for own consumption,
and the importer when making withdraw-
als for own consumption.

In the case of gas and oil derivatives of
petroleum, producers and importers are
liable for the tax, regardless of their sta-
tus as taxpayers, when the taxable event
occurs. In the case of coal, the taxpay-
ers and those responsible for the tax are
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those who acquire or use it for their own
consumption within the national territo-
ry. The parties responsible are those who
will self-liquidate the tax.

The national carbon tax is not levied on
taxpayers who certify to be carbon neu-
tral, whether the certification is obtained
directly by the taxpayer or through the
consumer or end user, in accordance with
the regulations issued by the Ministry of
Environment and Sustainable Develop-
ment.

The national carbon tax will have a spe-
cific rate considering the greenhouse gas
(GHG) emission factor for each fuel deter-
mined, expressed in weight unit (kilogram
ofCO2eq) per energy unit (terajoules),
according to the volume or weight of the
fuel. The rate shall correspond to twenty
thousand five hundred pesos ($20,500)
per ton of carbon equivalent (CO2eq).
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7.6. Industry and Commerce Tax and
public billboards surcharge

INDUSTRY AND
COMMERCE TAX

Complementary signs
and notices

Industry and
Commerce

Taxes gross income from Is liable at the placement
activities: Industrial, Com- of billboards, signs and
mercial, services boards in public space.
Who is taxed? Who is taxed?
Individuals, legal entities or Individuals, legal entities
partnerships. or partnerships.

The taxable base is

The taxable income is the the amount payable
total ordinary and extraor-  — for Industry and Com-
dinary income received in merce

the taxable year.

2

The rate is 15 %

The Law delimits the rate:
Industrial activities: 0.2 to

0.7%. Exempt, excluded or
Trade and service activities: | non-subject activities such
0.2 to 1.4%. as refunds, rebates and

> discounts, exports and the
sale of fixed assets are NOT
\L part of the taxable base.

It is 100% deductible, pro-

vided that it has a causal The municipalities are free

relationship with the tax- to decide the tariff, as long

payer’s income-producing ™  as they are subject to the
activity. limits of the Law.
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7.6.1. Industry and Commerce Tax

The ICA (Industry and Commerce Tax) is a
local tax levied on the gross income de-
rived from industrial, commercial, or ser-
vice activities carried out, either directly
or indirectly, by individuals, legal entities,
or de facto companies within the respec-
tive municipal jurisdictions.

The ICA taxable basis is constituted of all
ordinary and extraordinary income re-
ceived during the relevant tax year. The
following items are excluded from the
taxable basis: income from exempt, ex-
cluded or non-taxable activities; returns,
allowances, discounts; exports; and the
sale of fixed assets.

The rate of this tax is defined by each of
the municipalities within the following
ranges, delimited by law:

- For industrial activities, from 0.2%
to 0.7%.

- For commercial and service activi-
ties, from 0.2% to 1.4%.

This tax is 100% deductible, if it has a
causal relationship with the taxpayer’s in-
come-producing activity.
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7.6.2. Public billboards surcharge

In addition to the ICA, certain jurisdictions
impose a public billboards surcharge (Im-
puesto complementario de avisos y table-
ros) (@among other similar surcharges). As
a general rule, these are calculated as an
additional percentage of the ICA incurred
during the corresponding tax year.

This is a territorial tax, complementary to
the ICA, whose taxable event is the place-
ment of billboards, signs, and panels in
public spaces. The tax is assessed and col-
lected from all individuals, legal entities,
or de facto companies that engage in in-
dustrial, commercial, or service activities
within the relevant municipal jurisdictions
and that use public space to advertise or
promote their business or trade name
through billboards, signs, or panels.

7.7. Real estate tax

This tax levies the ownership or posses-
sion of real estate located in urban, subur-
ban, or rural areas, regardless of whether
there are buildings on the property. Own-
ers, possessors or usufructuaries of real
estate within the respective municipal ju-
risdiction must pay this tax.



The taxable basis of the real estate tax
will be cadastral appraisal, or the self-as-
sessment of the asset.

The applicable rate depends on the con-
ditions of the property, which in turn are
determined by factors such as its built
area, location, and intended use. The rate
ranges from 0.5% to 1.6%, depending on
the economic purpose of each property.

This tax is fully deductible (100%), pro-
vided it is related to the taxpayer’s in-
come-generating activity.

7.8. Registration Tax

This tax is levied on the registration of
legal acts, contracts, or transactions be-
fore the Chambers of Commerce and the
Registration offices. As a general rule, the
taxable basis is the value stated in the
document containing the act, contract,
or transaction. Special rates also apply to
non-quantifiable acts.

The applicable rate depends on the type
of act (with or without a stated value),
the registering authority (Office of Public
Instruments Registration or Chamber of
Commerce), and the jurisdiction in which
the registration takes place.

When an act, contract, or legal transaction
must be registered with both the Regis-
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tration offices and the Chamber of Com-
merce, the tax must be calculated and
paid at the Registration office and will be
credited against the registration tax ad-
ministered by the Chamber of Commerce.

7.9. National Stamp Tax

Between February 22 and December 31st,
2025, the national stamp tax will be lev-
ied at a rate of one percent (1%) on public
instruments and private documents, in-
cluding negotiable instruments, that are
executed or accepted in Colombia, or exe-
cuted abroad but either performed within
Colombian territory or giving rise to obli-
gations therein.

The tax applies when such documents
record the creation, existence, modifi-
cation, or termination of obligations, in-
cluding extensions or assignments, with
a value exceeding six thousand (6,000)
Tax Value Units (UVT) (approximately COP
$298.794.000 - USD $73.360).

This tax is triggered when any of the par-
ties involved—whether as grantor, accep-
tor, or subscriber is a public entity, a legal
entity or equivalent, or an individual clas-
sified as a merchant, who in the preceding
year had gross income ora gross net worth
exceeding thirty thousand (30,000) UVT
(COP $1.493.970.000 - USD $366.798).



When the aforementioned documents
have an undetermined amount, the Na-
tional Stamp Tax will be triggered on each
payment or credit entry derived from the
contract or document, for the duration of
its validity.

When dealing with documents that have
been formalized through a public deed,
the National Stamp Tax shall apply along-
side the registration tax, except in cases
involving the transfer of real estate of any
kind whose value is below twenty thou-
sand (20,000) Tax Units (UVT) and which
have not been previously subject to this

RANGES IN TAXUNITS
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tax, as well as in cases involving vessels
or the establishment or cancellation of
mortgages on such vessels. In the case of
the establishment of an open mortgage,
the tax shall apply to the corresponding
documents.

For documents that have been executed
in the form of a public deed in the case of
the alienation of real estate whose value
is equal to or greater than twenty thou-
sand (20.000) UVT, the rate shall be de-
termined in accordance with the following
table:

MARGINAL RATE

FROM TO
o 20.000 0% 0%

(Disposal value in

>20.000 50.000 1,5% TU subtract 20.000
TU) x1,5%
(Disposal value in

»50.000 Hereinafter 3% TU subtract 50.000
TU) x 3% +450 TU




7.10. Unified tax under the simple taxa-
tion regime - SIMPLE

In order to promote formality and simpli-
fy compliance with tax obligations, Law
2010 of 2019 created the Unified Tax un-
der the Simple Taxation Regime - SIMPLE
(“Unified Tax”).

The Unified Tax is an optional system of
integral determination that replaces the
income tax and complementary taxes,
consumption tax, industry and commerce
tax and complementary taxes, for tax-
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payers who voluntarily join this regime.
Companies and individuals who decide to
apply the Unified Tax must make the re-
quest before February 28 of each year by
updating their RUT.

Taxpayers of the Unified Tax are individu-
als and legal entities that obtain income
susceptible of increasing their equity and
that meet all of the following conditions:

Being a individual carrying out a business
activity or a legal entity whose sharehold-
ers are individuals, nationals or foreigners,
who are tax residents in Colombia.

To have obtained in the previous taxable
year a gross ordinary or extraordinary in-
come of less than 100,000 UVT (approx.
- USD 1,222,661).

If one of the individual shareholders has
one or several companies or participates
in one or several companies registered in
the Tax, the maximum income limits will
be revised on a consolidated basis and in
proportion to its participation.

If one of the individual shareholders has a
shareholding of more than 10% in a com-
pany registered in the Unified Tax, the
maximum income limits will be revised on
a consolidated basis and in proportion to
its shareholding.
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If a shareholder is a director of other com-
panies, the maximum income limits will be
reviewed on a consolidated basis with the
companies managed by the shareholder;

The company must be up to date with its
national, departmental and municipal tax
obligations and its obligations to con-
tribute to the Integrated Social Security
System. They must also be registered in
the Unique Tax Registry (RUT) and have
electronic signature and electronic invoice
mechanisms.

Foreign legal entities or their permanent
establishments, companies engaged in
factoring, asset management, finan-
cial consulting, certain energy activities,
among others, are not eligible for this sys-
tem.

The Unified Tax rate would depend on the
annual gross income and the business ac-
tivity as observed, ranging between 2.0%
and 14.5% on the gross ordinary and ex-
traordinary income received during the
corresponding taxable year. The rate will
depend on the activity developed and the
level of income.

7.11. Financial Transactions Tax (FTT)

The FTT is a tax triggered on financial
transactions through which resourc-
es deposited in checking or savings ac-
counts, as well as in deposit accounts in
the Central Bank (Banco de la RepuUblica),
are withdrawn, including the issuance of
manager’s checks.

FTT is triggered at the moment the re-
sources involved in the financial trans-
action are withdrawn, and it is directly
debited by the bank or financial entity
managing the bank account.

The rate is 0.4% of the total value of the
financial transaction through which the
resources are disposed of.

50% of the FTT paid is deductible from
the taxpayer’s income tax, regardless of
whether or not they are related to the
taxpayer’s income-generating activities.

The collection of FTTis performed through
withholding tax, which is the responsi-
bility of the Central Bank (Banco de la
Republica) and entities under supervision
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by the Financial Superintendency (Superintendencia Financiera de Colombia) or the
Superintendence of Solidarity Economy (Superintendencia Financiera de Colombia de
Economia Solidaria), where the checking accounts, savings accounts, deposit accounts,
collective investment portfolios, or where the accounting movements take place that
involve the transfer or withdrawal of resources, are held.

The law establishes a series of operations or transactions that are exempt from this tax,
so the analysis must be done on an individual basis.

7.11.1. Exempt transactions

Article 879 of the Tax Code lists the exempt operations in an exhaustive manner. How-
ever, the highlighted exemptions are as follows:

EXEMPTIONS

Withdrawals made from savings accounts,
electronic deposits or prepaid cards
opened or managed by financial entities
and/or financial or savings or credit coop-
eratives supervised by the SFC that do not
exceed 350 UVT monthly, for which the
holder of the account or card must indi-
cate to the respective financial entity that
such account or deposit will be the only
one benefiting from the exemption.

Transfers between current accounts of the
same credit establishment, when such ac-
counts belong to one and the same holder
who is a single person.
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The disposition of resources and the ac-
counting debits with respect to the first
60 UVT, monthly that are generated by
the payment of the transfers coming from
abroad, which are channeled through En-
tities subject to inspection and surveil-
lance of the SFC.

Management checks when they are is-
sued against the resources of the payer's
checking or savings account, provided
that the checking or savings account is of
the same credit institution that issues the
management check.

Operations derived from the interest rate
hedging mechanism for individual mort-
gage loans for the acquisition of housing.

The accounting movements correspond-
ing to payment of obligations or transfers
of goods, resources and rights in any title
made between entities supervised by the
SFC, between these and securities inter-
mediaries registered in the National Reg-
istry of Securities and intermediaries or
between these supervised entities and
the General Treasury of the Nation and
the treasuries of public entities, provided
they correspond to purchase and sale op-
erations of public debt securities.
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The disposition of resources for the per-
formance of factoring operations, pur-
chase or discount of portfolio, performed
by collective investment funds, autono-
mous patrimonies, by individuals or legal
entities, or by entities whose purpose is
the performance of this type of opera-
tions and that according to the law may
perform them. For the purposes of this
exemption, the persons and entities that
carry out these operations may mark as
exempt from GMF up to ten (10) current
or savings accounts, electronic deposits,
savings accounts of simplified procedure,
collection accounts, accounts of auton-
omous patrimonies, trust accounts, ac-
counts of orin collective investment funds
and accounts of or in private capital funds,
destined only and exclusively to these op-
erations, whose purpose is the collection,
disbursement and payment of the funding
of the same. Regarding collective invest-
ment fund accounts.

Foreign currency purchase operations
whose sole purpose is the repatriation of
portfolio investments.
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STANDARD SUBJECT

National Tax Code
(Extraordinary Decree 624 of 1989).

It establishes the elements of the tax
(active subject, passive subject, taxable
event, taxable base, rate, tax exemptions).

Income and Complementary Tax: regu-
lates the admissible deductions; tax res-
idency; the transfer pricing regime; the
Capital Gains regime, among others.
Value Added Tax VAT: establishes the per-
sons responsible for VAT, the rate applica-
ble to certain goods and services, exemp-
tions and exclusions, the requirements to
present deductions, the common regime,
the simplified regime, the regime for im-
port and export of goods, the calculation
of proportionality, among others.

Tax on financial movements GMF: deter-
mines the generating events, applicable
exemptions and withholding agents.

It also contains the main formal (proce-
dural) aspects associated with compliance
with tax obligations:

Withholdings

Tax procedure

Penalties for non-compliance with tax

obligations

Law 223 of 1995

It contains the main rules related to tax
rationalization, pointing out among oth-
ers.

Goods that do not cause VAT.

Goods that are excluded from VAT.

Imports exempt from VAT.
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STANDARD SUBJECT

It establishes detailed rules on the essen-
tial elements of the main territorial and
departmental taxes, such as:

el Es Unified Property Tax.

Industry and Commerce Tax (ICA).
Tax on liguor.

Cigarette tax.

It regulates the powers granted to the
Municipal Councils and Departmental As-
semblies in the management of territorial
taxes.

Law 84 of 1915

Modifies national taxes (Income Tax, VAT,
FTT).

It establishes amendments to the tax pro-
cedure regime, including changes to tax
regimes, penalty procedures, VAT-exempt
assets, applicable rates, among others.

Law 633 of 2000

Law 788 of 2002

It amends the taxable event and the ex-
emptions applicable to the Financial
Transactions Tax (FTT) and introduces
changes regarding the identification and
treatment of taxpayers under subnational
(territorial) tax regimes.

Law 1430 of 2010

Introduces several changes to the entire
National Tax Statute. It modifies the Reg-
Law 1607 of 2012 istry Tax; creates the Consumption Tax
and modifies the gasoline and diesel fuel
(ACPM) tax regime, among others.

Introduces regulations on permanent es-

D 26 of 201
SISO tablishments in Colombia.
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STANDARD SUBJECT

Introduces regulation on thin capitaliza-

Decree 3027 of 2013 L. .
tion in Colombia.

It introduces the regulations regarding tax
residency for individuals and foreign enti-
Decree 3028 of 2013 ties deemed to be domestic due to hav-
ing their place of effective management in
Colombia

Introduces amendments to the transfer

Decree 3030 of 2013 .. .
pricing regulations.

Introduces some modifications to the FTT;
Law 1739 of 2014 creates the Wealth Tax; introduces some
modifications to the Income Tax.

Whereby the National Development Plan
Law 1753 of 2015 2014-2018 "Todos por un-Nuevo Pais" (All
for a New Country) is issued.

By which errors in articles 21,31,41,57,70 of

D 1 £201
ecree 1050 of 2015 Law 1739 of 2014 are corrected.

Whereby Articles 35, 55, 56, 57 and 58 of
Law 1739 of 2014 are regulated, for appli-

Decree 1123 of 2015 . .
cation before the U.A.E. National Tax and
Customs Directorate (DIAN).
Whereby Articles 5 d 54 of Law 17 f
Decree 2452 of 2015 ereby Articles 53 an of Law 1739 o

2014 are regulated.
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STANDARD SUBJECT

Decreto 1625 de 2016

Sole regulatory decree on tax matters (it
has been amended and supplemented by
nearly 27 decrees to date).

Some relevant amending decrees are:

« D. 2201/2016: New special income
self-withholding.

« D. 1998/2017: Regulates tax recon-
ciliation, the purpose of which is to
control the differences that may arise
between the new accounting frame-
works and what is provided for in the
Tax Statute.

« D.2150/2017: Special tax regime and
tax benefit for donations.

Law 1819 of 2016

Whereby a structural tax reform is adopt-
ed, the mechanisms against combat tax
evasion and avoidance are strengthened,
and other provisions are enacted.

Law 2010 of 2019

Whereby rules are adopted for the promo-
tion of economic growth, employment, in-
vestment, strengthening of public financ-
es and the progressiveness, equity, and
efficiency of the tax system, in accordance
with the objectives that on the matter
drove Law 1943 of 2018 and other provi-
sions are enacted.

Law 2155 of 2021

Whereby the social investment law is en-
acted, and other provisions are enacted.
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STANDARD SUBJECT

Law 2277 of 2022

Decree 2147 of 2016, Decree 1165 of 2019
Decree 278 of 2021, Decree 505 of 2022,
Decree 659 of 2024 and Decree 47 of
2024,

FREE TRADE ZONES

Whereby a tax reform for equality and so-
cial justice is adopted and other provisions
are enacted.

The Ministry of Commerce, Industry and
Tourism issued Decree No. 2147 of Decem-
ber 23, 2016, through which the free trade
zone regime was amended and other pro-
visions regarding customs matters were
enacted. This new regulation repealed De-
crees 1767 of 2013, 753 of 2014, 2682 of
2014, 1300 of 2015, 2129 of 2015, 1275 of
2016, and 1689 of 2016, as well as several
articles of Decree 2685 of 1999.

It establishes special procedures for users
operating within the free trade zones and
sets forth the requirements necessary
for the official file of the existence of free
trade zones, among other provisions.

Decree 780 of 2008

Whereby Article 97 of Law 489 of 1998 is
regulated.
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