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The generation, distribution, transmis-
sion and commercialization of electric
energy are domiciliary public utilities or
activities complementary to the domicil-
iary public electric energy service and are
subject to a special legal regime. One of
the fundamental pillars of the scheme for
the provision of public utilities is freedom
of enterprise. Public, private or mixed
agents (public and private capital) have
the right to organize and operate compa-
nies whose purpose is the provision of a
public service or one of its complementary
activities. For its part, Law 142 of 1994 in
its Article 15.1. incorporates the legal fig-
ure of “Public Utility Company” (E.S.P.) as
an enabler for the provision of public ser-
vices in the national territory.

The E.S.P. may be official, mixed or private,
depending on the participation of private
or state origin in its capital stock, and
their similarity is to develop their activi-
ty in competition (to the extent that each
specific activity allows it) and to contract
under the provisions of private law. The
incorporation of an E.S.P. or the modifica-
tion of an existing company to become an
E.S.P. does not require prior authorization
from any authority and, in this sense, the
process of incorporation or modification
to an E.S.P. will have to follow the process
of any other type of commercial company.



9.2. Institutionality of the sector

The electricity sector is mainly comprised
of the following authorities:

9.2.1. Ministry of Mines and Energy
(MME)

Among its functions, in relation to public
utilities, are the following:

i. Establish the technical requirements
to be met by the companies.

ii. Elaborate a public service coverage
expansion plan every five years at
the most.

iii. ldentify the amount of subsidies
that the Nation should provide for
the respective public service.

iv. Gather information on new technol-
ogies and management systems in
the sector.

v. To promote, under the direction of
the President of the Republic and
in coordination with the Ministry of
Foreign Affairs, international negoti-
ations related to the relevant public
service.

vi. Develop and maintain an adequate
sectoral information system for the
use of the authorities and the gen-
eral public.
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9.2.2. Mining and Energy Planning Unit
(UPME)

It is a special administrative unit attached
to the Ministry of Mines and Energy and
in charge of establishing the energy re-
quirements of the country’s population
and economic agents, based on demand
projections that take into account the
most likely evolution of demographic and
economic variables and energy resource
prices; issuing tax incentive certificates in
accordance with Law 1715 of 2014 and its
amendments; and preparing the National
Energy Plan and the Electricity Sector Ex-
pansion Plan, in accordance with the draft
National Development Plan, among other
functions.

9.2.3. Energy and Gas Regulatory Com-
mission (CREG)

Organized as a Special Administrative
Unit of the Ministry of Mines and Energy
and composed of the Minister of Mines
and Energy, who chairs it, the Minister of
Finance and Public Credit, the director of
the National Planning Department (DNP),
six full-time experts in energy matters
(appointed by the President of the Re-
public for four-year terms) and the Super-
intendent of Residential Public Utilities,
with voice but no vote.



The CREG is the entity in charge of issuing
regulations to guarantee the efficient pro-
vision of public services, promote compe-
tition, avoid abuses of dominant position
and guarantee the rights of users, within
the regulation of fuel gas, electric power
and public lighting services.

9.2.4. Superintendency of Residential
Public Utilities (SSPD)

Technical body, attached to the National
Planning Department (DNP), with legal
personality, administrative and patrimo-
nial autonomy. It performs specific control
and oversight functions independently
from the Service Commissions and with
the immediate collaboration of the dele-
gated superintendents. The superinten-
dent and his delegates are freely appoint-
ed and removed by the President of the
Republic.

9.2.5. Trade Exchange System Adminis-
trator (ASIC)

Unit in charge of the registration of long-
term energy contracts, the settlement,
billing, collection and payment of the val-
ue of energy acts or contracts in the ex-
change by generators and traders, the
maintenance of the required information
systems and computer programs, and the
performance of the tasks necessary for
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the proper operation of the Commercial
Exchange System.

9.2.6. Liquidator and Account Manager

Entity in charge of settling and billing the
charges for the use of the networks of the
National Interconnected System (SIN),
determining the regulated income to the
transporters and managing the accounts
for the use of the networks caused to the
agents of the wholesale market, in accor-
dance with the regulations in force.

9.2.7. National Dispatch Center (NDC)

It is the agency in charge of planning, su-
pervision and control of the integrated
operation of the generation, interconnec-
tion and transmission resources of the
National Interconnected System (SIN). It
is also in charge of giving instructions to
the regional dispatch centers to coordi-
nate the maneuvers of the facilities in or-
der to have a safe and reliable operation,
in accordance with the operation regula-
tions and all the agreements of the Na-
tional Operation Council.

9.2.8. National Operating Council (CNO)
The main function of this body is to agree

on the technical aspects to ensure that
the integrated operation of the National



Interconnected System (SIN) is safe, re-
liable and economic, as well as being the
executing body of the operating regula-
tions. The decisions of the National Oper-
ation Council may be appealed before the
Energy and Gas Regulation Commission
(CREG).

9.3. Electric power production chain

The energy supply chain is composed of
the following activities, namely:

9.3.1. Generation

Generation is the first link in the energy
supply chain through which energy sourc-
es are transformed. In Colombia, the most
common is hydroelectric power genera-
tion, produced by harnessing the kinetic
energy of water accumulated in a reservoir
and then converting mechanical energy
into electrical energy by means of turbines.
This is a type of renewable energy and the
main form of generation in Colombia

In the country it is also common the gen-
eration of thermal energy (gas, coal and
liquid fuels); biomass, using organic mat-
ter; solar and wind. Currently, through the
investment mechanisms used, incentives
and tax incentives, non-conventional en-
ergy sources have had an advance and a
greater participation in the energy matrix,
which has allowed the entry of new proj-
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ects and works aimed at generating clean-
er energy and with fewer emissions.

Additionally, there are no entry barriers for
agents whose quality may vary, i.e., there
are generators, co-generators, distributed
generators and collective distributed gen-
erators and, strictly speaking, users that
generate their own energy, as is the case
of self-generators and collective self-gen-
erators. This allows free competition for all
types of private, public or mixed agents,
as well as the diversification of actors that
generate energy to sell, to meet their own
consumption or jointly comply with both
other commercial and industrial activities.

9.3.2. Transmission

The second step or link in the energy ser-
vice delivery chain is transmission. This
activity consists of transporting ener-
gy over long distances from the power
plants to the transformation substations
through networks operating at voltages
equal to or higher than 220 kV. In Colom-
bia, this process is found in the National
Transmission System (STN), which is reg-
ulated by the CREG. This activity is part of
a natural monopoly which is admitted in
the Colombian legislation.

In addition, the expansion of this system,
a crucial aspect in the energy industry and
key to the country’s current energy pol-



icy, is made through public calls for ten-
ders administered by UPME. The link’s in-
come comes from the charge for the use
of transmission networks, which is paid
through the tariff for all users (regulat-
ed and non-regulated) connected to the
National Interconnected System (SIN), as
defined by CREG.

The National Transmission System (STN)
comprises substations, pylons and ca-
bles required to transport electric power,
considering the respective voltage levels,
which range from 220kV to 500kV.

9.3.3. Distribution

This is the third link in the supply chain
and corresponds to energy distribution,
which is the process of transporting ener-
gy from the consumption centers or sub-
stations to the final consumer. The size of
these facilities is smaller than those found
in the National Transmission System
(STN), since they are part of the regional
lines, which are called Regional Transmis-
sion Systems (STR) and Local Distribution
Systems (SDL). This link is also considered
as a natural monopoly, since users cannot
decide or choose the individual transmis-
sion or distribution agent to meet the en-
ergy demand acquired.
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9.3.4. Commercialization

The commercialization activity is the
fourth link in the supply chain and is part
of a system for the purchase and sale of
electricity, mediated by the wholesale
market (contracts and transactions in the
Energy Exchange) or the sale of the prod-
uct to operations carried out in the same
market or to end users.

In this sense, end users (regulated and
non-regulated) have a relationship with
the distributor, who is responsible for the
quality and availability of the network
connected to the service and, on the oth-
er hand, users have a relationship with
the marketer, who will oversee measur-
ing, billing and charging for the service to
users.

It is relevant to point out that the energy
market has an Administrator of the Com-
mercial Exchange System (ASIC) of the XM
company, who oversees:

i. Record the boundaries, i.e., the en-
ergy consumption measurement
systems, theirlocation and theirrep-
resentative.

ii. Register the contracts entered into
between agents.



iii. Settle and invoice the resulting en-
ergy exchanges between the mar-
ket’s generating and trading agents,
who sell and buy in the energy ex-
change.

Collect proceeds from stock ex-
change transactions and Interna-
tional Electricity Transactions.
Settle, collect and distribute the
money from the charges for the use
of the national and regional trans-
mission systems among the trans-
mitting agents and distributors that
own such networks. This activity is
carried out by XM through the Liqui-
dator and Administrator of Accounts
for Use of the National and Regional
Transmission Systems (LAC).

Finally, the Trading System Administrator
(ASIQ) is the set of rules and procedures
established in the operating regulations
that make it possible to define the obliga-
tions and claims of generators, traders and
transporters for energy acts or contracts
on the exchange under central dispatch.

The SIC includes the settlement process
of the value of the exchanges, the prepa-
ration and updating of the statement of
account of each generator, transporter
and trader that participates in the Ener-
gy Exchange, the invoicing, payment and
collection of the value of the transactions
carried out in the same exchange.

10
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All agents (generators and traders) are
required to register as agents with the
market and to provide guarantees or ad-
just them if necessary. The purpose of
these guarantees is to ensure compliance
with the obligations of the agents of the
Wholesale Energy Market (MEM), corre-
sponding to energy transactions in the
exchange, reconciliations, complementa-
ry services, charges for the use of the Na-
tional Transmission System, services and,
in general, for any concept invoiced by XM
in its capacity as ASIC and LAC. Addition-
ally, guarantees to cover charges for use
of the STRand SDL are also contemplated.

9.4. Electricity tariffs

In accordance with Law 142 of 1994, with
respect to the tariff formulas for the pro-
vision of electric energy services, it is
established that the rules on the tariff
regime of public utilities companies pro-
vided for in said Law, the rules of the Code
of Administrative Procedure and Conten-
tious Administrative Matters (CPACA) and
the following special rules shall apply:

a. CREG’s executive coordination will
drive all actions for its determina-
tion.

If the action is initiated ex officio,
the commission must have suffi-
cient studies to define the formula
in question; if it is initiated at the



request of a public utility company,
the applicant must accompany such
studies.

The rate formulas shall be in effect for five
years, unless prior agreement is reached
between the public utility and the com-
mission to modify or extend them for an
equal period. Once the period of validity
of the tariff formulas has expired, they will
continue to be in force until the commis-
sion establishes new ones.

Exceptionally, these formulas may be
modified at any time, ex officio or at the
request of a party, when it is evident that
serious errors were made in their calcula-
tion, that the interests of the users or of
the company are unfairly harmed, or that
there have been reasons of fortuitous
event or force majeure that seriously
compromise the financial capacity of the
company to continue providing the ser-
vice under the tariff conditions foreseen.

The tariffs for the residential public elec-
tric energy service reflect the application
of the principle of solidarity and income
redistribution established in Law 142 of
1994, on the Unit Cost of Service Provi-
sion (CU) and are established in Resolu-
tion CREG 079 of 1997. The unit cost of
providing the service (CU) is the efficient
economic cost of providing the service to
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the regulated end user, expressed in pe-
sos per kilowatt hour ($/kWh) and in pe-
sos per invoice resulting from applying
the established general tariff formula, and
which corresponds to the sum of the effi-
cient costs of each of the activities of the
electricity chain. The activities of the elec-
tricity chain are Generation, Distribution,
Transmission, Commercialization, Losses
and restrictions’.

In effect, the cost of the service or unit
cost (CU) can be expressed in the follow-
ing formula:

CU=G+T+D+Cv+PR+R

CUv = Variable component of the unit cost
of providing the service.

G= It is the cost of energy purchase by
the marketer and represents the cost of
energy production, regardless of the site
where it is generated.

T= The value paid for the transportation
of energy from the generation plants to
the regional transmission networks (STN).

D= The value paid for transporting ener-
gy from the substations of the National
Transmission System to the end user (STR
and SDL).

1 Resolution CREG 119 of 2007 “Whereby the general tariff formula that allows Retail Electricity Marketers to establish the
costs of providing the service to regulated users in the National Interconnected System is approved”.



Cv= Itis the remuneration of the margin of
commercializing energy and includes the
variable costs of the commercialization
activity, associated with the attention of
users such as billing, reading, attention,
claims, etc.

PR= costs of energy losses, transporta-
tion and abatement.

R= costs for restrictions and services as-
sociated with generation.

In addition, at the time of billing for the
collection of energy, the commercializa-
tion companies, besides calculating the
Unit Cost of Service Provision (CU), must
also take into account subsidies and con-
tributions, in application of the principle
of solidarity and redistribution of income,
which implies that users of strata 5 and 6
and industrial and commercial users must
help users of strata 1, 2 and 3 to pay the
value of the services that cover their ba-
sic needs. In the legislation?, the subsidy
for strata 1 and 2 is up to 60% and 50%
respectively on subsistence consumption
and 15% for strata 3. Strata 4 users do not
pay a contribution and are not subsidized.
In other words, the rate applied to these
users is equal to the CU Unit Cost.?
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Furthermore, it is worth adding that, in
accordance with paragraph 1 of Article
290 of Law 1955 of 2019, CREG has the
power to modify the tariff formulas during
its term when it is strictly necessary and
motivated by the inclusion of new agents,
activities or technologies, complying with
the criteria established in said article for
the implementation of the regulation.

9.5. The National Interconnected Sys-
tem (SIN) and the Non-Interconnected
Zones (ZNI)

9.5.1. SIN

According to our legal system, the SIN
is the system composed of generation
plants and equipment, the interconnec-
tion network, the regional and interre-
gional transmission networks, the distri-
bution networks, and the electrical loads
of users connected to each other.

9.5.2. ZNI

As established by Law 855 of 2003, the
Non-Interconnected Zones (ZNI) in Co-
lombia are those areas of the country,
such as municipalities, townships, local-
ities and villages that are not connected

2 In this regard, Articles 89 and 99 of Law 142 of 1994 should be considered.

3 Resolution UPME 355 of 2004: Subsistence consumption is defined as the minimum amount of electricity used in a
month by a typical user to satisfy basic needs that can only be satisfied through this form of final energy. Subsistence Con-
sumption is set at 173 kWh-month for altitudes below 1,000 meters above sea level, and at 130 kWh-month for altitudes

equal to or above 1,000 meters above sea level.



to the National Interconnected System
(SIN) and, therefore, must obtain electric-
ity through independent systems.

The provision of electric energy services
in the ZNI must guarantee the continui-
ty, quality and security of supply, and the
cost of the service must be fair and equi-
table for users. The Energy and Gas Reg-
ulatory Commission (CREG) is responsible
for issuing the regulation that guarantees
the provision of electric power service in
the NRI.

13
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The regulation establishes a series of in-
centives for investment in electric power
generation projects in NIZs, to promote
the expansion of electricity coverage
and improve the living conditions of the
communities that live in them. Among
these benefits, the regulation provides
for the possibility of accessing credits
and resources, including those collected
through the Financial Support Fund for
the Energization of Non-Interconnected
Zones (FAZNI).
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Source: IPSE. https://ipse.gov.co/cnm/caracterizacion-de-las-zni/

9.6. NON-CONVENTIONAL ENERGY
SOURCES (NCEFS)

9.6.1 Regulatory framework

In order to clarify the scope of the regula-
tion of Non-Conventional Renewable En-
ergy Sources (NCREF) within the current
energy system, it is necessary to take into
account the purposes and objectives of
the following laws, decrees and resolu-
tions:

14

Law 1715 of May 13, 2014: Whereby
the integration of non-conventional
renewable energies into the Nation-
al Energy System is regulated.

Decree 2469 of December 2, 2014
Ministry of Mines and Energy:


https://ipse.gov.co/cnm/caracterizacion-de-las-zni/

Whereby energy policy guidelines
are established regarding the deliv-
ery of self-generation surpluses.
Decree 2492 of December 3, 2014
Ministry of Mines and Energy:
Whereby provisions are adopted re-
garding the implementation of de-
mand response mechanisms.

Decree 1623 of August 11, 2015 Min-
istry of Mines and Energy: Whereby
Decree 1073 of 2015 is amended and
added, regarding the establishment
of policy guidelines for the expansion
of electric power service coverage in
the National Interconnected Sys-
tem (SIN) and Non-Interconnected
Zones (ZNI).

Decree 2143 of November 4, 2015:
whereby the Sole Regulatory De-
cree of the Administrative Sector of
Mines and Energy, 1073 of 2015, is
added in relation to the definition of
the guidelines for the application of
tax incentives established in Chap-
ter lll of Law 1715 of 2014.

Decree 1476 of 2022: Whereby pro-
visions are adopted to promote
innovation, research, production,
storage, distribution and use of hy-
drogen.

Decree 1318 of 2022: By which De-
cree 1073 of 2015 Sole Regulatory
Decree of the Administrative Sector
of Mines and Energy is added, in or-
der to regulate articles 21 and 21-1 of

15
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Law 1715 of 2014 in relation to the
development of activities oriented
to the generation of electric energy
through geothermal energy.

Decree 895 of 2022: Whereby Arti-
cles 11, 12, 13 and 14 of Law 1715 of
2014 are regulated, among other
provisions, regarding tax incentives.
Decree 1537 of 2022: Whereby arti-
cles 36 of Law 2099 of 2021 and 30
of Law 2169 of 2021 are regulated in
relation to the administrative act of
declaration of public utility and so-
cial interest of the projects of gener-
ation, transmission and distribution
of electric energy, as well as projects
and/or execution of works for the
production and storage of green hy-
drogen.

Decree 1580 of 2022: in relation to
the Fondo Unico de Soluciones En-
ergéticas, FONENERGIA, and other
provisions.

Resolution Ministry of Environment
and Sustainable Development No
1312 of August 11, 2016: By which
the terms of reference for the prepa-
ration of the Environmental Impact
Assessment - EIA, required for the
processing of the environmental
license for projects for the use of
continental wind energy sources are
adopted and other determinations
are made.

Resolution UPME 135 of 2025



“Whereby the requirements, pro-
cedure and fees to be charged for
evaluating applications and issuing
certificates that allow access to the
tax incentives Law 1715 of 2014 are
established”.

Law 2099 of 2021: Whereby pro-
visions are issued for the energy
transition, the dynamization of the
energy market, the economic reacti-
vation of the country and other pro-
visions are issued.

Resolution CREG 101 006 of 2023:
Whereby the methodology to de-
termine the firm energy for the re-
liability charge of wind power plants
is defined.

CREG Resolution 101 007 of 2023:
Whereby the methodology to de-
termine the firm energy for the re-
liability charge of solar photovoltaic
plants is defined.

Resolution DIMAR No. 0047 of
2023: Establishment of technical
criteria and procedure for granting
concessions in projects for the de-
velopment and/or construction of
infrastructure for the generation of
non-conventional renewable energy
sources - FNCER to be carried out in
the jurisdiction of the General Mari-
time Directorate-DIMAR.

Decree 0929 of 2023 Ministry of
Mines and Energy: Establishes pol-
icies and guidelines to promote the

16
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efficiency and competitiveness of
the domiciliary public electric energy
service.

Law 2294 of 2023: “National Devel-
opment Plan 2022- 2026 “Colombia
World Power of Life”.

Decree 2236 of 2023: Partially regu-
lates Article 235 of Law 2294 of 2023
of the National Development Plan
2022 - 2026 regarding Energy Com-
munities within the framework of the
Just Energy Transition in Colombia.
Decree 2235 of 2023: Article 235 of
Law 2294 of 2023 is regulated in re-
lation to the development of White
Hydrogen projects within the frame-
work of the Just Energy Transition in
Colombia.

Decree 1403 of 2024 “Whereby De-
cree 1073 of 2015 is amended, in re-
lation to energy policy guidelines on
self-generation and marginal pro-
duction”.

Resolution 40509 of 2024 “where-
by the Energy Communities Registry
(RCE) is regulated and the Targeting
and Prioritization Criteria are de-
fined for the orientation of public
resources for Energy Communities”.
Resolution 501 of 2024 “Whereby
the maximum limits of power and
dispersion of Collective Self-Gener-
ator and Collective Distributed Gen-
erator referred to in Decree 2236 of
2023 are established”.



- Resolution 40368 of 2024 “Where-
by Resolution number 40284 of
2022 is modified, which defines the
competitive process for the grant-
ing of Temporary Occupancy permits
over maritime areas, for the devel-
opment of offshore wind energy
generation projects, and other pro-
visions are issued”.

- Resolution CREG 101 072 of 2025
Energy Communities

9.7. Major milestones for the develop-
ment of NCRE generation projects in Co-
lombia

9.7.1. In land and property matters

Securing the land where the project will
be located, such as the power evacuation
line, is fundamental for any developer. For
this reason, multiple activities must be
carried out to evaluate the technical and
legal feasibility of the land, as well as the
negotiation of its use by the owners, or,
if necessary, the use of the different legal
figures available to the promoter by virtue
of the type of activity it carries out.

As activities to be carried out by the de-
veloper for the optimal securing of the
land, the following are highlighted: The
preparation of a Title Study; the determi-
nation of the useful area of the property
eliminating constructions, restrictions,

17
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easements and the subscription of land
use contracts.

9.7.2. In environmental matters

The environmental license is the mecha-
nism through which the competent envi-
ronmental authority approves the execu-
tion of works, projects or activities that
may cause serious deterioration of re-
newable natural resources, as well as the
environment, or introduce considerable
modifications to the landscape.

In the electricity sector, according to De-
cree 852 of 2024, the National Environ-
mental Licensing Authority (ANLA) is
competent to grant environmental licens-
es for: (i) the Construction and operation
of electric power generating plants with
installed capacity equal to or greater than
100 MW; (ii) Projects for the exploration
and use of virtually polluting alternative
energy sources with installed capacity
greater than or equal to 50 MW; (iii) Lay-
ing of transmission lines in the STN, con-
sisting of lines and corresponding sub-
stations with voltages equal to or greater
than 220kv and; (iv) Nuclear power gener-
ation projects.

In turn, the Regional Autonomous Cor-
porations (CARs) are competent to grant
environmental licenses in the following
cases: (i) Construction and operation of



electric power generating plants with ca-
pacity greater than or equal to 10 MW and
less than 100 MW; (ii) Laying of transmis-
sion lines in the STN, consisting of lines
and corresponding substations with volt-
ages between 50kv and less than 220kv;
(iii) Construction and operation of power
plants generating energy from water re-
sources with a capacity of less than 100
MW, except for small hydroelectric plants
operating in the ZNI with a capacity of
less than 10 MW and; (iv) Projects for the
exploration and use of alternative ener-
gy sources, virtually polluting, with an in-
stalled capacity equal to or greater than
10 MW and less than 50 MW. For more
information on environmental licensing
and environmental issues, please refer to
chapter 8.

9.7.3. Connection to the National Inter-
connected System (SIN)

CREG published Resolution 075 of 2021,
which defines the provisions and pro-
cedures for the allocation of transport
capacity in the National Interconnected
System. This resolution applies to those
interested in connecting as generators,
cogenerators and self-generators or end
users to the SIN. It also applies to the
transporters responsible for the activity
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related to the connection to the SIN of
the above-mentioned interested parties,
and to the commercializing agents in rela-
tion to the functions of this activity.

Class 1 Projects: For the determination
of the procedure to be carried out by the
promoters for their connection to the SIN,
the regulation differentiates between
class 1 projects® that correspond to the
projects of connection of end users to the
STN or STR, and projects of connection of
generation, cogeneration or self-genera-
tion to the SIN different from the projects
that are under the scope of Resolution
CREG 174 of 2021 and its amendments.

Those interested in requesting the allo-
cation of transportation capacity for class
1 projects must register at the One-Stop
Shop before any procedure is carried out.
UPME will be responsible for receiving
and resolving requests for the allocation
of transportation capacity in SIN for class
1 projects.

For the application, the interested party
must carry out a connection and physical
space availability study, analyzing differ-
ent alternatives to connect to the SIN,
among other requirements. The alloca-
tion of transportation capacity of class 1

4 Class 1 project: projects for the connection of end users to the STN or STR, and projects for the connection of generation,
cogeneration or self-generation to the SIN different from the projects under the scope of Resolution CREG 030 of 2018, or
the one that modifies, adds or replaces it. Modifications requested to the capacities already assigned will also be considered

as class 1 projects.



projects will be carried out annually and,
the one that results with capacity alloca-
tion, must grant a guarantee for capacity
reserve of ten (10) USD for the number
of KW of the allocated transportation ca-
pacity, as well as subscribe the connec-
tion contract and comply with the other
obligations of the regulation, such as the
delivery of the S Curve before the UPME.

Pursuant to Article 3 of CREG Resolu-
tion 101-49 of 2024, those developing
Class 1 projects may request a change in
the start-up date (FPO) by: i) increasing
the value of the capacity reserve guaran-
tee, which allows extending the FPO as
many times as required, and for up to 24
months; ii) for reasons of force majeure or
iii) when the SIN expansion works present
delays that do not allow the entry into
operation of the project.

Class 2 projects: On the other hand, class
2 projects are’® the projects for connec-
tion, or modification of connection condi-
tions, of end users in the SDLs. The net-
work operator (OR) of the trading market
to which the assets for which the alloca-
tion of transmission capacity is request-
ed belong, will be responsible for receiv-
ing and approving the requests for class 2
projects.

LEGAL GUIDE 22355

The ORs must have a digital information
system containing all the necessary infor-
mation for the allocation of transmission
capacity to class 2 projects. The interested
party in the connection of a class 2 project
may request the allocation of transporta-
tion capacity directly, through a marketer,
or through a third party. For the allocation
of transportation capacity to a class 2
project, the delivery of a study and/or de-
sign of the project may be required for ap-
proval, depending on its characteristics.

On June 8, 2023, CREG issued Resolution
CREG 101 017 of 2023, whereby it modi-
fied the transportation capacity alloca-
tion schedule for the year 2023. Transpor-
tation capacity allocation requests filed
after October 7th, 2023 and until March
31st, 2025, will be processed based on the
terms of Resolution CREG 075 of 2021.

To date, UPME has already determined
the list of Class 1 projects for the elec-
trical operating sub-areas of Santander
(December 30, 2024); Oriental (February
13, 2025); Antioquia (February 15, 2025);
Caldas, Quindio and Risaralda (February
12, 2025); Cauca, Narino and Putumayo
(December 16, 2024); Arauca (December
17, 2024); Norte de Santander (December
23,2024) and Boyaca - Casanare (January

5 Class 2 project: projects for connection, or modification of connection conditions, of end users in the SDLs.



26, 2025). These decisions have deter-
mined the list of Class 1 projects that are
currently prioritized in the country and
are awaiting a decision that establishes
whether they have a concept of transpor-
tation capacity allocation

9.7.4. Purchase of energy

Law 143 of 1994 established two types of
electricity system markets in Colombia:

i. Non-Regulated Market (MNR): Elec-
tricity transactions between com-
mercial agents and generators and
between these and non-regulated
users, which are free and remuner-
ated through the prices agreed upon
by the parties.

Regulated Market (MR): Electricity
sales to end users, which are remu-
nerated, without exception, through
tariffs subject to the regulation is-
sued by the Energy and Gas Regula-
tory Commission.

To be considered a non-regulated user
and be able to access the deregulated and
competitive market, monthly power and
energy limits were established, as well as
the obligation to have hourly telemeter-
ing equipment. Currently, a non-regulated
user is a user with a monthly demand of
0.1 MW (power) or 55 MWh (energy).

6 This in turn is the market for large blocks of energy.
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In Colombia, the generator sells the elec-
tricity produced by its generation unit
connected to the National Interconnect-
ed System (SIN) in the Wholesale Energy
Market (MEM)®, mainly through the fol-
lowing ways:

i. Through daily energy offers in the
stock exchange or “Spot” market:
The physical supply of electrici-
ty is guaranteed in the short term,
through the centralized dispatch of
the generation units. This dispatch
determines the amount of energy to
be produced by the units connected
to the SIN to meet the country’s de-
mand. On a daily basis, each genera-
tor submits a price and quantity offer
for all the hours of the following day.
ASIC orders the offers from lowest
to highest price until the identified
demand is covered. The last gener-
ation offer needed to cover the last
portion of demand determines the
exchange price of all energy gener-
ated and consumed. This process is
performed for all hours of the day.

Itis important to clarify that in order
to participate in the spot market,
the generation unit must submit to
centralized dispatch. This substan-
tially determines how the different

plants can market the energy they



produce, i.e. whether they do so as
explained above or whether they
have special rules. The plants that
are obliged to participate in the cen-
tralized dispatch are all those with
an effective capacity greater than
20MW, to which all the dispatch ob-
ligations will apply. There is the pos-
sibility that plants between 1MW
and 20MW may voluntarily partici-
pate in the centralized dispatch, in
which case all centralized dispatch
rules will apply to them.

On the other hand, smaller plants
that do not participate in this dis-
patch, may commercialize their en-
ergy produced according to the fol-
lowing rules:

* In the case of a distributed gen-
erator, it must consider the regu-
lations established in Resolution
CREG 174 of 2021.7

Ifitis a plant with an effective ca-
pacity greater than IMW and less
than 20MW, they can voluntarily
submit to central dispatch and, if
they do not wish to do so, they
can market the energy produced:
i) by offering it to a marketer that
serves the regulated market by
participating in the calls for ten-
ders opened by these companies
or to i) generators or marketers
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through freely agreed conditions
as long as it is for the attention
of non-regulated users.

Through long-term energy con-
tracts: These long-term contracts
may be entered into to supply the
Non-Regulated Market or the Reg-
ulated Market. The former will be
the result of a free negotiation with
another market agent (generator or
trader) or directly with a non-regu-
lated user. The latter are the results
of regulated mechanisms (as will be
explained below), i.e. there would
not be full freedom in determining
the business, especially because it
involves the service of regulated us-
ers.

System reliability. There is also the
possibility of remunerating this ac-
tivity with the provision of services
that are not related to commercial-
ization but services more associat-
ed with the reliability of the system.
For example, through regulation ser-
vices, security generation or partici-
pation in auctions for the allocation
of firm energy obligations (OEF) of
the reliability charge (CxC) of Reso-
lution CREG 071 of 2006 and Reso-
lution CREG 61 of 2007, among oth-
ers.

7 Modified by Resolution 230 of 2021, “whereby the term established in paragraphs 1 and 2 of article 12 of Resolution CREG
174 of 2021 is extended”, published on December 30, 2021.
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iv. Public Calls. Another mechanism
is the one defined by the CREG,
through Resolution CREG 130 of
2019, which established the Public
Calls through the Centralized Sys-
tem of Public Calls (SICEP) and de-
fined the procedure to be followed
by a marketer in the execution of
energy contracts for the regulated
market.

9.7.5. UPME registration

In relation to the registry of generation
projects, it is defined as a voluntary and
informative mechanism used by the UPME
to facilitate compliance with Law 143 of
1994. It is used to know the different
initiatives of generation projects in the
country, so it is also a fundamental input
for the formulation of the Indicative Plan
for Generation Expansion. With the entry
into force of Resolution UPME 0520 of Oc-
tober 09, 2007, modified by Resolutions
UPME 0638 of 2007 and 0143 of 2016, the
registration procedure was formalized.

The process is divided into three phases,
which are determined by the state of
progress of the project: Phase 1 corre-
sponds to the pre-feasibility stage of the
project, Phase 2 refers to the feasibility
stage of the project and Phase 3 is relat-
ed to the fact that the project must have
definitive designs, as well as the execu-
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tion schedule. Once the term of the reg-
istration certificate expires, without the
respective renewal procedures having
been carried out, the project registration
is considered expired and is removed from
the list of registered projects, however,
the project information will continue in
the UPME’s file.

9.7.6. Commercial operation

Commercial Operation refers to the mo-
ment when the plant has satisfactorily
fulfilled all the necessary requirements to
start generating energy in the Wholesale
Energy Market (MEM).

By means of Agreement CNO 1937 of
2025 (whichis periodically updated by the
CNO), the update of the Procedure for the
commissioning of transmission projects
that include assets for use of the National
Transmission System (STN), the Regional
Transmission System (STR), users directly
connected to the STN, the STR and gener-
ation resources.

The standard establishes the following
general requirements for the entry into
the operation of generation resources:

i. Registration of the project with the
CND and basic information (prelim-
inary technical information, prelim-
inary models, single-line diagrams,



adjustment and coordination of pro-
tections).

ii. Kick-off meeting and coordination
of activities for the incorporation of
the project to the SIN.

iii. Communication informing the NMC
of how the supervision will be car-
ried out.

iv. Communication in which the gener-
ating agent that will represent the
generation project is informed. In
the case of a new generating agent,
it must be previously registered as a
generating agent before the Com-
mercial Exchange System (ASIC).

v. Register commercial borders with
ASIC.

vi. Submit completed Annex 3, which
lists the SOE signals that a project
must have available and Annex 4,
which lists the SCADA signals.

vii. Performance of all the tests de-
scribed in the standard for commis-
sioning and issuance of the corre-
sponding certificates.

viii. Coordinate with the NDC the date
and time of entry into operation and
the Declaration in commercial oper-
ation.

9.8. Renewable auctions (MCLPE or
CLPE)

The National Government, with the aim of
promoting Long Term Energy Contracting
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Mechanisms (LTEM) complementary to
the existing instruments in the Colombian
electricity system, is empowered to struc-
ture such procedures and include them in
the possibilities in which a Marketer and
a Generator may agree on Long Term En-
ergy Contracts (LTEC) and that these may
be included in the regulated user’s tariff
formula.

For2025, the proposed Decree of the Min-
istry of Mines and Energy that establishes
the public policy guidelines for the long-
term contracting of generation, storage,
transmission, distribution, and other ser-
vices related to the electric energy service
and other provisions are in the comment
phase.

9.9. Reliability Charge

Resolution CREG 071 of 2006 adopted the
methodology for the remuneration of the
Reliability Charge in the Wholesale Energy
Market, which established that, to guar-
antee the reliability of the electric energy
service in the SIN, an Objective Demand
will be defined that must be covered by
means of Firm Energy Obligations (OEF).

Reliability Charge is understood as the re-
muneration paid to a generating agent for
the availability of generation assets with
the characteristics and parameters de-
clared for the calculation of the ENFICC?,

8 ENFICC: maximum electrical energy that a generation plant is capable of delivering continuously, under low hydrological

conditions, in a period of one year.



which guarantees compliance with the
Firm Energy Obligation assigned to it in
an Auction for the Assignment of Firm En-
ergy Obligations or in the mechanism that
takes its place.

This energy is associated with the Back-
up Generation Capacity referred to in Ar-
ticle 23 of Law 143 of 1994 and is the one
that can be committed to guarantee users
reliability in the rendering of the electric
energy service under critical conditions,
understood as the situation presented by
the Wholesale Energy Market when the
exchange price is higher than the Scarcity
Price.

Article 18 of the aforementioned resolu-
tion established that the CREG will set, by
means of a Resolution, the opportunity in
which ASIC must carry out the Auction or
the allocation mechanism that takes its
place; as well as the schedule of the ac-
tivities that must be executed. Likewise,
Resolution CREG 61 of 2007 contains the
rules on the guarantees for the Reliability
Charge, these being mainly:

- Guarantee for incremental firm en-
ergy related to a declaration of firm
energy higher than the Base ENFICC,
in the case of hydroelectric plants.
This guarantee will become due as
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of the second year of the Transition
Period.

- Guarantee for the construction and
start-up of new and special plants
and/or generation units.

- Guarantee for the firm energy asso-
ciated with the first year of opera-
tion of a new unit according to the
IHF used to calculate the ENFICC.

- Guarantee for the future increase in
ENFICC due to the improvement in
the IHF index of a plant or genera-
tion unit.

- Guarantee of continuity of fuel sup-
ply and transportation contracts
when the duration of such contracts
is less than the Obligation’s Effec-
tive Period.

The Period of Effectiveness of the Obliga-
tion in the case of existing plants and/or
generation units will be one year, starting
on the day following the date on which
the Planning Period ends.

For new, special and existing generation
plants and/or units with works, the own-
er, or whoever commercially represents
them, will choose the Obligation Effec-
tive Period for that particular resource,
which may be between one and twenty
(20) years for the new ones, between one
and ten (10) years for the special ones and

8 ENFICC: maxima energia eléctrica que es capaz de entregar una planta de generacién continuamente, en condiciones de

baja hidrologia, en un periodo de un afo.



between one and five (5) years for the ex-
isting ones with works, counted from the
date of completion of the Planning Period
of the assignment in the Transition Pe-
riod, of the Auction or of the mechanism
that takes its place, by means of which
the Firm Energy Obligation was assigned.
Once this period has been chosen, it may
not be modified.

A relevant concept in relation to the Re-
liability Charge are the Security Rings,
which are a set of mechanisms aimed at
facilitating compliance with the Firm En-
ergy Obligations. These mechanisms are
the Firm Energy Secondary Market, Re-
configuration Auctions, Voluntary Discon-
nectable Demand and Last Instance Gen-
eration.

Resolution CREG 101 024 of 2022 defined
the procedures for the Reliability Charge
auctions in the Wholesale Energy Market.
Among the regulated aspects, it is high-
lighted that the unified information sys-
tem for the allocation processes of OEF of
the Reliability Charge, SUICC, will be the
only mechanism that participants must
use to submit documentation, declare
and exchange information with the Ad-
ministrator.

Within the framework of Resolution 101
024 of 2022, it was also established that
interested parties must be constituted
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as a Residential Public Utility Company
and natural or legal persons that are not
constituted as a Residential Public Utility
Company, at the time of participating in a
Reliability Charge auction, will be subject
to surveillance by the Superintendence of
Residential Public Utilities and must have
the Mandate Contract referred to in Res-
olution CREG 031 of 2021.

The projects participating in the auction
will have the following classification:

New plants and/or units.

Special plants and/or units.

Existing plants and/or units with
works.

Existing plants and/or units.

Plants or generation units with con-
struction periods longer than the
Planning Period, when applicable.

In February 2024, the Reliability Charge
Auction sought to guarantee the medi-
um- and long-term energy demand in
force 2027 and 2028 of CREG resolutions
101 024 of 2022 and 101 034A of 2022,
under the administration of XM, conclud-
ed. In the auction, the firm energy obli-
gations assigned were 4,441 MW of new
solar plants (99%) and 48 MW of thermal
plants (1%). The validity of the firm energy
obligation is from December 1st, 2027, to
November 30th, 2028.



9.10. Offshore wind

The Ministry of Energy and the General
Maritime and Port Directorate (DIMAR)
issued Resolution 40284 of 2022, which
defined the competitive process for the
granting of the Temporary Occupancy
Permit in maritime areas to develop off-
shore wind energy generation projects
and called for the first allocation round.

The competitive process is being adminis-
tered by the National Agency of Hydrocar-
bons (ANH) and its purpose is the granting
of the Temporary Occupancy Permit for a
term equivalent to 8 years, extendable,
according to the conditions defined in the
contract, which allows the performance
of activities related to the measurement,
data and information gathering to estab-
lish the feasibility of the Project, which
will be developed exclusively in the Areas
indicated in Annex A of the Tender Docu-
ments, called Area Proposed by DIMAR or
Polygon A and General Nomination Area
or Polygon B®.

Obtaining the Temporary Occupancy Per-
mit is one of the necessary requirements
for the request of a Maritime Concession
for the development of Offshore Wind En-
ergy Generation Projects in Colombia.
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Among the main obligations that arise for
the awardee of the Temporary Occupan-
cy Permit, which may be a national or for-
eign company, is to make the payment of
the procedure for obtaining the occupan-
cy permit, comply with the value of the S
curve, cover the costs of the compliance
inspection, keep at the disposal of DIMAR
the information and data obtained in the
occupation, which will be used for plan-
ning, monitoring and protection of the
marine environment in the short, medium
and long term.

In this sense, guarantees are also contem-
plated for the developer of the offshore
wind project, among which the possibili-
ty of resigning is highlighted, since there
would be no penalty for it, however, the
one who resigns would be obliged to sub-
mit an unfeasibility report. Likewise, it
grants the possibility of requesting the
DIMAR the Concession of the Maritime
Area, which must be done by submitting
a request 9 months before the expira-
tion of the Temporary Occupation Permit,
and the same will be valid for 30 years,
with the possibility of one or several ex-
tensions that together do not exceed 15
years; likewise, the regulation also allows

9 Competitive process for the granting of the Temporary Occupancy Permit for the area called in the first round, called
“Caribe Central”, for the development of offshore wind energy generation projects. Link: POT Subject to modifications).
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the assignment of the temporary occupation permit or the maritime concession and
establishes a term of 2 years prior to the end of the same, to advance the dismantling

of the project.

This competitive process consists of the following stages and deadlines, which may be
modified by the ANH through amending addenda:

STAGES DEADLINE

Publication and dissemination
stage of the process

From 12/21/2023 - To 10/28/2024

Stakeholder
qualification stage

From 10/21/2023 - Through 12/20/2024

Nomination Submission
and Evaluation Stage

From 10/23/2024 - To 04/30/2025

Stage of Deposit, Validation, Evaluation of
Offers and Selection of the Awardee.

From 05/29/2025 - Until 08/6/2025

Formalization Stage and Issuance of Tem-
porary Occupancy Permits

From 08/08/2025 - To 12/15/2025

Each bidder may compete for up to two
different areas, if it complies with tech-
nical, financial and legal requirements. In
general terms, this competitive process
evaluates the technical requirements in
terms of background and experience of
the bidders; in the financial area, credit
ratings, credit quotas and financial state-
ments are analyzed and, with respect to
the legal requirements, corporate as-
pects, disqualifications and incompatibili-
ties, prohibitions, impediments, inabilities
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or conflicts of interest, certifications and
essential documents to be qualified as a
participant in the process are analyzed.

The Competitive Process being carried
out corresponds to the first round of al-
location of Temporary Occupancy Permits
for the “Central Caribbean” zone, defining
an installed capacity equal to or greater
than 200 MW and a start-up date with-
in 10 years following the formalization of
the Temporary Occupancy Permit.



9.11. Hydrogen

The worldwide rise of hydrogen in the
context of energy transition is due to its
great versatility. Hydrogen is the simplest
element in the periodic table and is high-
ly reactive, so it is not normally found free
in nature but combined with other mole-
cules. This makes hydrogen not a source of
energy but an energy vector, since energy
must be used for its production.’®

Law 2099 of 2021 incorporated green hy-
drogen and blue hydrogen as Non-Con-
ventional Renewable Energy Sources in
the energy sector. For its part, the Nation-
al Development Plan 2022-2026 (PND or
Law 2294 of 2023) defined white hydro-
gen as FNCE, which was subject to regu-
lation in Decree 2235 of 2023, issued by
the Ministry of Mines and Energy and, it
should be noted, are subject to tax incen-
tives regulated in Law 1715 of 2014.

Green hydrogen is that produced from
Non-Conventional Renewable Energy
Sources, such as biomass, small hydro-
power, wind, geothermal heat, solar, tidal,
among others; It will also be considered
green hydrogen the one produced with
self-generated electric energy from NCRE
and electric energy taken from the nation-
al interconnected system -SIN-, as long as
the self-generated energy with NCRE de-
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livered to the SIN is equal or higher than
the energy taken from the SIN; for this last
case, in the PND 2022-2026, it was estab-
lished that the Ministry of Mines and En-
ergy will establish the procedure to certify
this balance from the measurement sys-
tems already established in the regulation.

Blue hydrogen is hydrogen that is pro-
duced from fossil fuels, especially by the
decomposition of methane (CH4) and that
has a carbon capture, use and storage
(CCUS) system as part of its production
process, and is considered FNCE.

Finally, white hydrogen was defined as
naturally occurring hydrogen, associated
with geological processes in the earth’s
crust and found in its natural form as free
gas in different geological environments
either in layers of the continental crust, in
the oceanic crust, in volcanic gases, and in
hydrothermal systems, such as geysers,
and is considered NCREF.

At the direct investment level, Law
2099 extends the scope of action of the
Non-Conventional Energy and Efficient
Energy Management Fund (FENOGE) to
the financing and/or execution of viable
projects in any link of the low-emission
hydrogen value chain.

10 Ministry of Mines and Energy “Roadmap for Hydrogen in Colombia”.
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9.12. Energy storage with batteries

Colombia has taken some initial steps in
the regulation of battery storage. CREG
Resolution 098 of 2019 and MME Reso-
lution 40283 of 2022, which incorporates
the following definition “Electric Ener-
gy Storage System (SAE): Technological
equipment behind the meter capable of
taking energy from the electric system or
an own energy resource, to transform it
into another type of energy (chemical, po-
tential, thermal, among others) and store
it with the objective of injecting it back
into the electric system”, established an
initial framework, but it is still a develop-
ing issue in Colombia.

MME Resolution 40283 of 2022 estab-
lished the guidelines on Energy Storage
Systems (SAE): indicating that CREG will
regulate energy arbitrage for SAE, includ-
ing electric vehicles, and define the rules
for their energy injection to the grid.

Likewise, on behavioral guidelines, it
states that network operators must
guarantee access to third parties with-
out barriers and act with neutrality and
non-discrimination in relation to DERs, in
accordance with Resolution CREG 080 of
2019. In addition, the CREG may set rules
on the backup charge and limits on the
ownership of DERs by network operators.
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Finally, this same Resolution defines en-
ergy arbitrage as that which consists of
taking advantage, through electric ener-
gy storage systems, of the differences in
the price of energy over a period of time
to trade (buy/sell) energy and obtain a
profit.

9.13. Tax incentives for NCREs"

To promote the incorporation of energy
generation with Non-Conventional Re-
newable Energy Sources (NCRE), in Co-
lombia there is a series of incentives and
tax benefits implemented from Law 1715
of 2014 - amended by Law 2099 of 2021-,
so that the production of renewable ener-
gy has a greater scope and thus stimulate
and promote sustainable development in
the country.

Based on the above, the Colombian legal
system identifies four (4) important tax
benefits for the generation of energy for
NCRE which are: (a) Special deduction to
determine income tax, (b) Exclusion of
goods and services from VAT, (¢) Exemp-
tion from customs duties and (d) Acceler-
ated depreciation.

11 To learn more about incentives to FNCER we invite you to read the Guide to Tax Incentives for Renewable Energy in Co-

lombia.
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In general terms, the benefits of income
deduction, VAT exclusion, exemption from
customs duties and accelerated depreci-
ation are available to those projects of i)
generation of electricity from non-con-
ventional energy sources -FNCE; ii) actions
or measures for efficient energy manage-
ment - GEE; and iii) hydrogen projects.

Through Resolution UPME 035 of 2025
the entity established the requirements,
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procedures and fees to be charged to
evaluate the applications and issue the
certificates that allow access to the tax
incentives of Law 1715 of 2014. Interest-
ed parties must register on the “Bizagi”
platform and by means of the documents,
contracts, offers and technical certificates
may make the respective applications in
two cycles during the year:

Start date, submis- Deadline for sub-
CICLE sion and evaluation mission of applica-
of applications tions
CICLE1 February 15 May 14
CICLE2 August 15 November 14
9.13.1. Income tax benefit 9.13.2. VAT benefit

Its application is configured through tax-
payers who declare the tax and who, in
the development of their activities, make
new expenditures in research, develop-
ment and investment to be able to pro-
duce and use energy generated by FNCE
and Efficient Energy Management.

The benefit obtained is the possibility of
deducting up to 50% of the value of the
investments of the project for a period
not exceeding 15 years, which are count-
ed from the taxable year following the
year in which the investment has come
into operation.
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The regulation establishes that goods
and services, domestic or imported, that
are destined for pre-investment and in-
vestment, for the production and use of
energy from the FCNER, as well as for the
measurement and evaluation of poten-
tial resources, and to advance actions and
measures for efficient energy manage-
ment, will be excluded from VAT.

9.13.3. Tariff benefit
Natural or legal persons that as of the ef-

fective date of Law 1715 of 2014 are hold-
ers of new investments in new FNCE proj-



ects and measurement and evaluation of
potential resources or energy efficiency
actions and measures, shall enjoy exemp-
tion from payment of Import Tariff Duties
on machinery, equipment, materials and
inputs intended exclusively for pre-in-
vestment and investment work that are
not produced by the national industry
and their only means of acquisition is sub-
ject to the importation of the same.

9.13.4. Benefit Accelerated depreciation

The accelerated depreciation will be applica-
ble to machinery, equipment and civil works
necessary for the pre-investment, invest-
ment and operation of the generation with
FNCE and measurement and evaluation of
potential resources or actions and measures
of energy efficiency, which are acquired and/
or constructed, exclusively for that purpose,
from the effective date of this law. For these
purposes, the annual depreciation rate shall
not exceed 33.3% as a global annual rate.
The rate may be varied annually by the own-
er of the project, prior communication to the
DIAN, without exceeding the limit indicated.

9.14. SELF-GENERATION OF ENERGY
9.14.1. Legal and regulatory framework

« Law 1715 of 2014: Through which
the integration of non-conventional
renewable energies to the National
Energy System is regulated.
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Law 1955 of 2019: Whereby the Na-
tional Development Plan 2018-2022
is issued. “Pact for Colombia, Pact
for Equity.

Law 2099 of 2021: Whereby pro-
visions are issued for the energy
transition, the dynamization of the
energy market, the economic reacti-
vation of the country and other pro-
visions are issued.

Decree 2469 of 2014: Whereby
energy policy guidelines are es-
tablished regarding the delivery of
self-generation surpluses.

Decree 348 of 2017: whereby Decree
number 1073 of 2015 is added, re-
garding the establishment of public
policy guidelines on efficient energy
management and delivery of small-
scale self-generation surpluses.
Resolution UPME 281 of 2015:
Whereby the maximum power limit
for small-scale self-generation is de-
fined.

Resolution CREG 15 of 2018:
Whereby the methodology for the
remuneration of the electric power
distribution activity in the Nation-
al Interconnected System is estab-
lished.

Resolution CREG 38 of 2018: By
which the activity of self-genera-
tion in non-interconnected areas is
regulated and some provisions on
distributed generation in non-inter-
connected areas are issued.



Resolution CREG 142 0f2019: Trans-
fer formula in the component of en-
ergy purchases to the regulated user
of the prices of the contracts of the
complementary mechanism referred
to in Resolution number 40725 of
2019 of the Ministry of Mines and
Energy.

Resolution CREG 174 of 2021:
Whereby small-scale self-generation
and distributed generation activities
in the National Interconnected Sys-
tem are regulated.

Decree 2236 of 2023: Partially reg-
ulates Article 235 of Law 2294 of
2023 of the National Development
Plan 2022 - 2026 regarding Energy
Communities within the framework
of the Just Energy Transition in Co-
lombia.

Decree 1403 of 2024: Whereby De-
cree 1073 of 2015 is amended, in re-
lation to energy policy guidelines on
self-generation and marginal pro-
duction.

Resolution 40509 of 2024: “Where-
by the Energy Communities Registry
(RCE) is regulated and the Targeting
and Prioritization Criteria are de-
fined for the orientation of public
resources for Energy Communities,
and other provisions”.
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9.14.2. Large Scale and Small-Scale Con-
cepts

Self-generation is the activity carried out
by individuals or legal entities that pro-
duce electricity to meet their own needs
or those of third parties, even at sites
other than the production sites. In accor-
dance with the current regulatory frame-
work, in the event that surplus electricity
is generated from this activity, it may be
delivered to the grid.

The regulations differentiates between
small-scale self-generation (AGPE) and
large-scale self-generation (AGGE). CREG
Resolution 174 of 2021 defines the Self-
generator at large scale (AGGE) as that
Selfgenerator with installed or nominal
capacity higher than the limit defined in
the first article of Resolution UPME 281 of
2015, or the one that modifies or replac-
es it, namely. In turn, it defines the Small-
Scale Self-Generator (AGPE) as that with
installed or nominal capacity equal to or
lower than the limit defined in article one
of Resolution UPME 281 of 2015 or that
which modifies or replaces it.

Resolution UPME 281 of 2015, “Whereby
the maximum power limit of small-scale
self-generation is defined as the maxi-



mum power limit of small-scale self-gen-
eration of one (1) MW and will correspond
to the installed capacity of the self-gener-
ator’s generation system.

9.15. ENERGY COMMUNITIES

Article 235 of Law 2294 of 2023 added
numeral 25 to Article 5 of Law 1715 of 2014
and defined that users or potential users
of energy services may constitute Energy
Communities to generate, commercialize
and/or efficiently use energy through the
use of non-conventional renewable ener-
gy sources -FNCER-, renewable fuels and
distributed energy resources.

This regulation stated that Energy Com-
munities may be formed by natural and/
or legal persons and, in the case of natural
persons and self-government structures
of Indigenous Peoples and Communi-
ties and peasant, black, Afro-Colombian,
Raizal and Palenquero communities that
are constituted as Energy Communities,
they may be beneficiaries of public re-
sources for the financing of investment,
operation and maintenance of infrastruc-
ture, based on the targeting criteria de-
fined by the Ministry of Mines and Energy.

In compliance with this legal mandate,
through Decree 2236 of 2023, the Min-
istry of Mines and Energy regulated the
Energy Communities and established
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that they may associate with each other
to create associations of energy commu-
nities, through an agreement signed be-
tween the parties, to cooperate in proj-
ects of generation, commercialization
and/or efficient use of energy through
the use of Non-Conventional Renewable
Energy Sources -NCRE-, renewable fuels
and distributed energy resources.

In turn, this Ministry provided that energy
communities and associations of energy
communities may relate with third par-
ties from the public, private and/or pop-
ular sectors, through private law agree-
ments and/or public-popular initiative
associations to cooperate in projects for
the generation, commercialization and/
or efficient use of energy through the use
of Non-Conventional Renewable Energy
Sources (FNCER), renewable fuels and dis-
tributed energy resources.

Within the framework of this regulation,
two more activities were established in
the production or electric energy chain:

i. Collective self-generation (AGRC):
is the activity carried out by the en-
ergy community that produces en-
ergy, mainly to meet its own energy
demand. In the event that surplus
energy is generated from such activ-
ity, it may be delivered to the grid,
under the terms established by the



Energy and Gas Regulatory Commis-
sion (CREG) for such purposes.

Collective Distributed Generation
(CDG): It is the production of elec-
tric energy carried out by the energy
community, near the consumption
centers, connected to a local distri-
bution system (LDS) or a microgrid.
The delivery of energy to the Local
Distribution System (SDL) is gov-
erned under the regulation estab-
lished by the Energy and Gas Regu-
latory Commission (CREG) for such
purposes, within three (3) months
following the issuance of the decree.

The energy communities, in accordance
with the aforementioned regulations, are
not limited to carrying out the above two
activities to generate, commercialize and
make efficient use of energy, acting as
an agent called Collective Self-Generator
(AGRC) or Collective Distributed Gener-
ator (GDCQ), but may also carry out other
economic activities or productive chains
outside the energy field.

9.16. Connection

Decree 1403 of 2024 provides that when
the self-generator or marginal produc-
er does not deliver energy through the
grid, no authorization of any kind will be
required for connection to the National
Interconnected System or in the Non-In-
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terconnected Zones, nor will it have any
distinction of large or small scale, nor ca-
pacity limits.

In the case of small-scale self-generation
activities, if they are connected to the
SIN to deliver surplus energy, Resolution
CREG 174 of 2021 establishes the follow-
ing requirements for connection and op-
eration:

In order for self-generators to make the
connection request, a simplified connec-
tion form must be filled out and in the case
of self-generators with installed or nomi-
nal capacity greater than 100 kW and with
declared maximum power of less than 5
MW, a simplified connection study must
also be carried out. The simplified connec-
tion study does not apply to self-genera-
tors without surplus delivery.

The ORs must guarantee that the orderin
which the networks are filled as a result
of the capacity allocation is in the order of
arrival or registration of the projects. The
validity of the connection approval has
the following rules:

i. The date of notification of the ap-
proval of the connection shall be
considered as the effective date of
the approval.

ii. The start-up date suggested by the
interested party is tentative.



iii. The term of approval is six (6)
months. In any case, the self-gener-
ator may request, free of charge, an
additional term of three (3) months
to make the connection.

Once the approved or extended pe-
riod of validity has elapsed without
the self-generator having connect-
ed, a new procedure must be initi-
ated, and the Network Operator will
release the assigned capacity.

For self-generators with declared
maximum power greater than 1 MW
and less than 5 MW, the validity of
the approval may only be extended
once.

On the other hand, the connection con-
tracts between the self-generator and the
Network Operator will be necessary only
in the event that at the request of the
self-generator the connection assets are
supplied or installed by the OR or in the
event that the capacity of the network has
to be increased. The term for the signing of
the contract between the parties is fifteen
(15) business days, counted from the ef-
fective date of approval of the connection.

9.17. Backup service

This backup service, in accordance with
the provisions of Decree 2469 of 2014 and
Decree 348 of 2017, must be contracted
on a mandatory basis by self-generators
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with systems that exceed an installed ca-
pacity greater than or equal to 100 kW;
that is, self-generators that do not have
a self-generation system that exceeds
100kW are not required to enter into a
grid capacity availability backup contract.

The main purpose of this contract is to
remunerate (a) the investment associ-
ated with the infrastructure required for
the connection of the self-generator, and
(b) the costs of Administration, Operation
and Maintenance (AOM) charged to the
grid operator. Likewise, a remuneration is
generated in favor of the Network Oper-
ator, which will be freely agreed between
the parties, in accordance with a method-
ology defined in the regulation.

9.18. Delivery of self-generation sur-
pluses

Surplus energy is understood as the
amount of excess or surplus energy that
may be higher in any percentage than the
value of its own consumption. As of the
entry into force of Law 1715 of 2014, the
delivery of surpluses by self-generators
is allowed, establishing in the regulation
different rules for the delivery and remu-
neration of such surpluses depending on
whether it is an AGPE or an AGGE. The lat-
ter is specified, in order to deliver surplus-
es to the grid must be represented by a
generating agent or marketer.



Furthermore, it is worth adding that, with
the issuance of Decree 2236 of 2023, the
CREG has the responsibility to regulate
the scheme for the remuneration of sur-
plus energy from the collective self-gener-
ator and remuneration of energy from the
collective distributed generator, based on
the principle of economic efficiency, with-
out being able to transfer management
inefficiencies or cost overruns that affect
the price paid by the marketer or the us-
ers of the service.

9.19. Remote self-generation (Decree
1403 of 2024)

The main guidelines set forth in this De-
cree, which is still pending regulation, es-
tablish:

a. Large-scale self-generators and
marginal producers must enter into
a back-up contract with the grid op-
erator or transporter to which they
connect to the grid.

b. Uniform parameters are established
for the self-generator and the mar-
ginal producer:

- The electric energy produced by the
natural or legal person may use the
assets of the National Transmission
System (STN) and/or the distribu-
tion systems for its own consump-
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tion in the case of self-generators,
for itself, or for the consumption
of persons with whom it has direct
economic ties or with its partners
or members in the case of marginal
producers, in sites other than those
of production.

- The amount of excess or surplus en-
ergy may exceed the value of its own
consumption by any percentage.

- Thelarge-scale self-generator or the
large-scale marginal producer must
be represented in the wholesale
market by a marketing agent or by a
generating agent.

- Thegenerationassets may be owned
by the individual or legal entity or by
third parties, and the operation of
such assets may be developed by
the same individual or legal entity or
by third parties.

- Comply with CREG regulations,
which are pending to be issued in
relation to:

- Use of SIN for surplus delivery

- Consumption of energy in addi-
tion to self-generated energy

- Consumption of self-generated
energy at sites other than pro-

duction sites.

These guidelines, still under development
and pending to be regulated by the CREG,
will allow self-generators to deliver to SIN



for their own consumption at sites other
than the production sites, this is called re-
mote self-generation.

9.20. SOME OF THE MAIN CONTRACTS
IN THE MARKET

9.20.1. Power supply

Refers to contracts entered into by agents
participating in the Wholesale Energy
Market for the purpose of buying and sell-
ing energy between agents and end users.
For the registration of these contracts be-
fore ASIC by the MEM agents, the price,
quantities and start date of the supply
must be defined between the parties as a
minimum. Marketers may enter into sup-
ply contracts directly with non-regulated
users, with the commercial conditions de-
fined by mutual agreement between the
parties.

9.20.2. Connection Contract

The connection contract is the one to be
signed by any user interested in connect-
ing to the SIN. Users can be a generator, a
large consumer or a local distributor with
a transporter of the STN.

CREG Resolution 075 of 2021 establish-
es the obligation of the interested party
with assigned transportation capacity to
sign a connection contract, with some dif-
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ferences depending on the classification
of the project (class 1 or 2).

For Class 1 projects, according to the clas-
sification made by the regulation, the
transporter responsible for the system
assets where the Class 1 project will be
connected and the interested party must
sign a connection contract that complies
with the requirements established in the
Connection Code and the requirements
defined in the regulation.

To sign the contract, the parties will have
a term of four (4) months, counted from
the date of issuance of the connection
concept, and may include the guarantees
and other commitments agreed between
them. If the above term elapses and there
are still differences between the parties
that do not allow reaching an agreement
to sign the connection contract, a dis-
pute resolution mechanism shall be used,
and the parties are obliged to accept and
comply with the conclusions of this mech-
anism.

Additionally, the parties must send re-
ports to the Superintendencia de Servi-
cios Pablicos Domiciliarios (SSPD) stating
the justified reasons why the contract
was not signed. With the information re-
ceived, the SSPD will decide if there is a
need to initiate an investigation to any of
the parties to the contract negotiation.



In the case of class 2 projects, the net-
work operator shall enter into a connec-
tion contract with the interested party,
which shall be governed, as applicable, by
the provisions of Resolution CREG 025 of
1995 and shall be entered into once the
service feasibility has been approved. Ad-
ditionally, the connection contract will in-
clude the remuneration of the assets built
by the network operator for the interest-
ed party’s connection.

9.20.3. Power Purchase Agreement -
PPA (self-generation of energy)

The Power Purchase Agreement (PPA) or
Long-Term Power Purchase Agreement is
one of the most used contractual figures
for the supply of energy with renewable
sources, due to its versatility and adapta-
tion to the needs of the contracting par-
ties. For the specific case of the Colombian
legislation and regulation, we must differ-
entiate the PPA used for self-generation
activity (self-consumption) and the PPA
for energy generation activity as a public
service.

In general terms, the elements and char-
acteristics of the self-generation PPA are:

i. Bilateral: the contract is entered
into, on the one hand, between a
user (hereinafter the “User”) (who
for the purposes of Colombian leg-
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islation will be a self-generator of
energy) and, on the other hand, a
company (hereinafter the “Compa-
ny”) or natural person responsible
for the design, supply of equipment,
financing, construction, energy sup-
ply, operation and maintenance of
the self-generation system.

The main obligation of the User is to
make timely payment of the energy
bill, while the company’s obligation
is to produce energy in conditions of
quality and continuity in accordance
with the conditions stipulated in the
PPA.

One of the essential elements is the
term, since the financing of this type
of contract requires a term that al-
lows a return on investment.

. The price per KWh or the mechanism

for defining the tariff and its indexer.
Some essential clauses to include
are:

a. Ownership of self-generation as-
sets

b. The form of remuneration for the
use of the same.

c. Remuneration for the operation
and maintenance of the self-gener-
ation plant

d. The remuneration for the supply
of energy and its modality.

e. Dismantling of the self-genera-
tion plant

f. The disposition or not of the land



on which the self-generation assets
will be installed.
g. The ownership and regulation
mechanism of energy surpluses;
among others.

vi. Application and processing of tax in-
centives under Law 1715 of 2014.

vii. Guarantees and insurance to be pro-
vided by the User and the Company.

viii. Termination events and penalties.

As it can be observed, under a correct
wording of the clauses of a PPA (this will
vary depending on each particular rela-
tionship), aspects such as the amortiza-
tion of the price of self-generation assets
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can be covered, having the same or better
conditions than these contracts and ev-
erything will depend on the wording of its
clauses, the observance of what the reg-
ulation may establish and the adequate
constitution of guarantees, in accordance
with a due identification of the risks as-
sumed by the Company and the User.

REGULATORY FRAMEWORK

The Colombian electricity market has a
broad and extensive regulatory frame-
work; therefore, without being exhaus-
tive, some of the main regulations appli-
cable to the sector are presented below:

STANDARD REGULATED SUBJECT

Law 142 of 1994

Establishing the regime of domiciliary
public utilities and other provisions.

Law 143 of 1994

Whereby the regime for the generation,
interconnection, transmission, distribu-
tion and commercialization of electricity
in the national territory is established, au-
thorizations are granted and other provi-
sions on energy matters are enacted.

CREG Resolution 024 of 1995

Whereby the commercial aspects of the
wholesale energy market in the National
Interconnected System, which are part of
the Operating Regulations, are regulated.
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STANDARD REGULATED SUBJECT

Whereby the Network Code is established
as part of the Operating Regulations of
CREG Resolution 025 of 1995 the National Interconnected System.

Whereby the provisions established in
Resolution CREG-051 of 1998, modified
by Resolutions CREG-004 and CREG-
045 of 1999, which approved the general
principles and procedures to define the
reference expansion plan of the National
Transmission System, and established the
methodology to determine the Regulat-
ed Income for the Use of this System, are
modified and incorporated.

CREG Resolution 022 of 2011

Whereby the methodology for the remu-
neration of the Reliability Charge in the

CREE Resellien Ol r el Wholesale Energy Market is adopted.

Whereby measures are adopted regarding
Law 1215 of 2008 the cogeneration of electric energy.

Whereby the requirements and technical
conditions to be met by cogeneration pro-
CREG Resolution 005 of 2010 cesses are determined and this activity is
regulated.

Whereby the integration of non-conven-
tional renewable energies to the national
Law 1715 of 2014 energy system is regulated.
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STANDARD REGULATED SUBJECT

CREG Resolution 015 of 2018

Whereby the methodology for the remu-
neration of the electric energy distribu-
tion activity in the National Interconnect-
ed System is established.

Law 2099 of 2021

Whereby provisions are issued for the en-
ergy transition, the dynamization of the
energy market, the economic reactivation
of the country and other provisions are is-
sued.

Resolution MME 40283 of 2022

Whereby guidelines are established for
the incorporation of distributed energy
resources.

Decree 1403 of 2024

Whereby Decree 1073 of 2015 is amended,
in relation to the energy policy guidelines
on self-generation and marginal produc-
tion.

Resolution 40509 of 2024

Regulating the Energy Communities Reg-
istry (RCE) and defining the Targeting and
Prioritization Criteria for the orientation
of public resources for Energy Communi-
ties.

Resolution 40368 of 2024

Whereby Resolution number 40284 of
2022 is modified, which defines the com-
petitive process for the granting of Tem-
porary Occupancy permits over maritime
areas, for the development of offshore
wind energy generation projects, and oth-
er provisions are issued.
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