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This memorandum reflects the legislation in
force in Colombia as of the date of its
preparation and is intended to provide
general and basic information about
Colombian law.

It is not intended to constitute or serve as a
substitute or replacement for specific legal
advice regarding any particular matter or
issue. Such legal advice should be
obtained through direct consultation with
specialized legal services. For this purpose,
we suggest contacting one of the firms
listed in the Investor Services Directory
available on the ProColombia website.

www.investincolombia.com.co
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Legal Guide

to doing business in Colombia

Foreign investment plays a
fundamental role in the Co-
lombian economy. For this
reason, a clear and effcient
regulatory framework alig-
ned with international stan-
dards becomes the best tool

to attract high value-added
iInvestments with a long-term
perspective.

The main issues a foreign
investor should know regar-
ding foreign investment in
Colombia are framed within
four fundamental principles
of the applicable legal regi-
me:

1. GENERAL REGIME OF INVESTMENT IN
COLOMBIA

(i) Equal treatment: As a general rule, the Co-
lombian Constitution provides that foreign na-
tionals and Colombian nationals shall enjoy the
same rights and guarantees. Accordingly, for-
eign investment receives the same treatment as
domestic investment, except for the limitations
expressly established by law.

(if) Universality: Foreign investment is allowed
in all sectors of the economy, except for: (i) ac-
tivities related to national defense and security;
and (i) the processing, disposal, and dumping of
toxic, hazardous, or radioactive waste not pro-
duced in the country.

Notwithstanding the foregoing, certain sectors
and activities are subject to restrictions or spe-
cial conditions for foreign participation, including
certain activities related to television broadcast-
ing, the artisanal fshing industry, the manufac-
ture, possession, and use of nuclear, biological,
and chemical weapons, the trade of such prod-
ucts, and private armed security and surveil-
lance services, among others.

There are also particular requirements regard-
ing business organization and trusted personnel
in sectors such as maritime transport, the press,
and radio broadcasting. Likewise, the State
maintains a monopoly over certain activities,
such as production, import, export, distribution,
and sale of liquor, as well as games of chance.

(iii) No prior authorization: As a general rule,
foreign investment in Colombia does not require
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prior authorization or a favorable opinion from
any authority. However, in certain regulated sec-
tors, such as insurance and fnance, as well as
mining and hydrocarbons, prior authorization or
recognition by the competent authorities may be
required in specifc cases.

In all cases, Foreign Direct Investment (“FDI”)
must be mandatorily registered before the Co-
lombian Central Bank (Banco de la Republica).

(iv) Mobility: Foreign investors may freely de-
termine the destination of their investments. Ac-
cordingly, they may remit their returns abroad,
reinvest them in the country, or dispose of and
liquidate their investments to remit the proceeds
abroad, subject to the applicable foreign ex-
change regime.

Although free movement of capital prevails in
Colombia, the regulations contemplate the pos-
sibility of adopting exceptional measures in spe-
cifc scenarios, such as when the country’s in-
ternational reserves fall below three months of
imports.

(v) Complementary international framework:
In addition, Colombia has International Invest-
ment Agreements (“llAs”) and Double Taxation
Agreements (“DTAS”), which refect the coun-
try’s commitment to the promotion, protection,
and stability of international investments.

1.1. International Investment Agreements
(“lAS™)

In order to establish optimal conditions for inves-
tors from other States within Colombian territory,
Colombia has implemented a policy of negotiat-
ing and ratifying International Investment Agree-
ments (“lIAS”), which are mainly contained in
Agreements for the Reciprocal Promotion and
Protection of Investments (“BITS”) or in foreign
investment chapters of Free Trade Agreements
(“FTAS").

lIAs seek to create a fair and clear legal frame-
work establishing minimum standards of pro-
tection for foreign investors that decide to un-
dertake FDI in Colombia. 1lAs also grant such
standards of protection to Colombian investors
investing in jurisdictions covered by these inter-
national instruments.

1.1.1. Contents of the lIAs in force

Although the content of IIAs has evolved since
the frst type of these agreements was ratifed by
the Colombian State, as a general rule, these in-
struments contain clauses relating to: (i) tempo-
ral scope; (ii) covered investments and covered
investors; (iii) standards of protection (National
Treatment, Most-Favoured-Nation Treatment,
Minimum Standard of Treatment, prohibition of
expropriation without compensation, and free
transfer of funds); and (iv) dispute settlement.

The 1lAs currently! in force in Colombia are the
following:

It is important to note that the agreements with EFTA and the European Union do not contain an investment chapter with
the same depth as a standard IIA. However, since they do contain provisions relating to investment, they are included in

this list.
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CHART 1

A. America

COUNTRY

Pacifc Alliance
(Additional Protocol)

ENTRY INTO FORCE

In force since May 1, 2016.
Law 1721 of June 27, 2014.
Approved by decision C-620 of
2015.

TITLE OF THE AGREEMENT

Additional Protocol to the Frame-
work Agreement of the Pacifc
Alliance among the Republic of
Colombia, the Republic of Chile,
the United Mexican States, and
the Republic of Peru.

Canada

In force since August 15, 2011.
Law 1363 of 2009. Approved by
decision C-608 of 2010.

Free Trade Agreement between
the Republic of Colombia and
Canada.

Chile

In force since May 8, 2009. Law
1189 of 2008. Approved by deci-
sion C-031 of 2009.

Free Trade Agreement between
the Republic of Colombia and
the Republic of Chile — Addi-
tional Protocol to the Economic
Complementation  Agreement
for the Establishment of an Ex-
panded Economic Area between
Colombia and Chile (ACE 24) of
December 6, 1993,” signed in
Santiago, Chile, on November
27, 2006.

Costa Rica

In force since August 1, 2016.
Law 1763 of 2015. Approved by
decision C-157 of 2016.

Free Trade Agreement between
the Republic of Colombia and
Costa Rica.

Cuba

In force since 1996. Law 245
of 1995. Approved by decision
C-379 of 1996.

Agreement between the Gov-
ernment of the Republic of Co-
lombia and the Government of
the Republic of Cuba on the
Promotion and Reciprocal Pro-
tection of Investments.

United States

In force since May 15, 2012.
Law 1143 of 2007 and Law 1166
of 2007. Approved by decisions
C-750 and C-751 of 2008, re-
spectively.

Trade Promotion Agreement
between the Republic of Co-
lombia and the United States of
America.
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COUNTRY

Mexico

ENTRY INTO FORCE

In force since 1995. Law 172
of 1994. Approved by decision
C-178 of 1995. Decree 2676 of
2011 and amending protocol,
Law 1457 of 2011. Approved by
decision C-051 of 2012.

TITLE OF THE AGREEMENT

Free Trade Agreement between
the Republic of Colombia and
the United Mexican States.

Peru

In force since December 30,
2010. Law 1342 of July 31,
2009. Approved by decision
C-377 of 2010.

Agreement between the Gov-
ernment of the Republic of Co-
lombia and the Government of
the Republic of Peru on the Pro-
motion and Reciprocal Protec-
tion of Investments.

Northern Triangle
(Guatemala,
El Salvador,
and Honduras)

In force. With Guatemala since
November 12, 2009; with El Sal-
vador since February 1, 2010;
and with Honduras since March
27, 2010. Law 1241 of 2008.
Approved by decision C-446 of
2009.

Free Trade Agreement between
the Republic of Colombia and
the Republics of El Salvador,
Guatemala, and Honduras.

B. Europe

COUNTRY

EFTA

ENTRY INTO FORCE

In force with Switzerland and
Liechtenstein since July 1,
2011. The agreement with Nor-
way entered into force on Sep-
tember 1, 2014. The agreement
with Iceland entered into force
on October 1, 2014. Law 1372
of 2010. Approved by decision
C-941 of 2010.

TITLE OF THE AGREEMENT

Free Trade Agreement between
the Republic of Colombia and
the EFTA States.

Spain

In force since September 22,
2007. Law 1069 of 2006. Ap-
proved by decision C-309 of
2007.

Agreement between the Repub-
lic of Colombia and the King-
dom of Spain for the Promotion
and Reciprocal Protection of In-
vestments.
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COUNTRY

France

ENTRY INTO FORCE

In force since October 14, 2020.
Law 1840 of July 12, 2017. Ap-
proved by decision C-252/2019.

TITLE OF THE AGREEMENT

Agreement between the Gov-
ernment of the Republic of Co-
lombia and the Government of
the French Republic on the Pro-
motion and Reciprocal Protec-
tion of Investments.

United Kingdom of Great
Britain and Northern Ireland

In force since October 10, 2014.
Law 1464 of 2011. Approved by
decision C-169 of 2012.

Bilateral Agreement for the Pro-
motion and Protection of Invest-
ments between the Government
of the United Kingdom of Great
Britain and Northern Ireland and
the Republic of Colombia.

Switzerland

In force since October 6, 2009.
Law 1198 of 2008. Approved by
decision C-150 of 2009.

Agreement between the Repub-
lic of Colombia and the Swiss
Confederation on the Promotion
and Reciprocal Protection of In-
vestments.

European Union

In force since 2013. Law 1669
of 2013. Approved by decision
C-335/2014.

Trade Agreement between the
European Union, Colombia,
Peru, and Ecuador.

C. Asia and the Middle East
COUNTRY

China

ENTRY INTO FORCE

In force since July 2, 2012. Law
1462 of 2011. Approved by deci-
sion C-199 of 2012.

TITLE OF THE AGREEMENT

Bilateral Agreement for the Pro-
motion and Protection of Invest-
ments between the Government
of the Republic of Colombia and
the Government of the People’s
Republic of China.

South Korea

In force since July 15, 2016.
Law 1747 of 2014. Approved by
decision C-184 of 2016.

Free Trade Agreement between
the Republic of Colombia and
the Republic of Korea.

India

In force since July 3, 2012. Law
1449 of 2011. Approved by deci-
sion C-123 of 2012.

Agreement for the Promotion
and Protection of Investments
between the Republic of Colom-
bia and the Republic of India.
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COUNTRY

Israel

ENTRY INTO FORCE

In force since August 11, 2020.
Law 1841 of July 12, 2017. Ap-
proved by decision C-254/20109.

TITLE OF THE AGREEMENT

Free Trade Agreement between
the Republic of Colombia and
the State of Israel: Chapter 10 —
Investment.

Japan

In force since September 11,
2015. Law 1720 of 2014. Ap-
proved by decision C-286 of
2015.

Agreement between the Re-
public of Colombia and Japan
on the Liberalization, Promotion
and Protection of Investment.

Signed
A. America

COUNTRY

Brazil

STATUS

Signed on October 9, 2015.
Pending domestic approval pro-
ceedings before the Congress
of the Republic.

TITLE OF THE AGREEMENT

Cooperation and Investment
Facilitation Agreement between
the Republic of Colombia and
the Federative Republic of Bra-
zil.

Panama

Signed on September 20, 2013.
Pending domestic approval.

Free Trade Agreement between
the Republic of Colombia and
Republic of Panama

Venezuela

Signed on February 3, 2023.
Pending domestic approval pro-
ceedings before the Congress
of the Republic.

Agreement between the Boli-
varian Republic of Venezuela
and the Republic of Colombia
on the Promotion and Recipro-
cal Protection of Investments.
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B. Europe
COUNTRY

Spain

STATUS

Both instruments signed on
September 16, 2021. Pending
legislative approval before the
Congress of the Republic.

TITLE OF THE AGREEMENT

Agreement between the Repub-
lic of Colombia and the King-
dom of Spain for the Promotion
and Reciprocal Protection of In-
vestments.

Joint Interpretive Declaration
between the Republic of Colom-
bia and the Kingdom of Spain
on the Agreement for the Pro-
motion and Reciprocal Protec-
tion of Investments between the
Republic of Colombia and the
Kingdom of Spain (Colombia—
Spain BIT).

C. Asia and the Middle East

COUNTRY

United Arab Emirates

STATUS

Signed on November 12, 2027.
Pending domestic approval pro-
ceedings before the Congress
of the Republic.

TITLE OF THE AGREEMENT

Bilateral Agreement on the Pro-
motion and Protection of Invest-
ments between the Government
of the Republic of Colombia and
the Government of the United
Arab Emirates.

Singapore

Signed on January 26, 2022.
Pending domestic approval pro-
ceedings before the Congress
of the Republic.

Trade Agreement between Sin-
gapore and the Pacifc Alliance.

Turkey

Signed on July 28, 2014. Pend-
ing domestic approval proceed-
ings before the Congress of the
Republic.

Agreement between the Gov-
ernment of the Republic of Tur-
key and the Government of the
Republic of Colombia on the
promotion and reciprocal pro-
tection of investments.
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2. ONGOING IIA NEGOTIATIONS

Colombia is currently conducting negotiations
for BITs with the following countries:

* Qatar

o Kuwait

» Pacifc Alliance Investment Chapter to add
Australia, New Zealand, and Canada as
Associated States

2.1. Double Taxation Agreements

Double Taxation Agreements (“DTAsS”) are bi-
lateral or multilateral international instruments
aimed at establishing clear rules to avoid or mit-
igate double taxation on income or equity that,
under normal circumstances, would be taxed by
the same or similar taxes in two or more jurisdic-
tions. These treaties are governed by principles
of international public law and also serve to pro-
mote cooperation among States to combat tax
evasion.

DTAs operate as a tool to attract foreign in-
vestment and promote outbound investment by
Colombian investors, insofar as they provide,
among others, the following benefts:

I. Tax stability regarding the minimum oper-
ating conditions between tax residents of
two States.

ii. Reduction of the effective consolidated tax
burden through access to reduced with-
holding rates.

iii. The possibility of exempting a given in-
come from taxation, generally in the source
country, to the extent the foreign company
does not have suffcient presence in that
country.

DTAs are usually limited to income tax and, in
some cases, include equity tax. As a general
rule, indirect taxes such as Value Added Tax
(“VAT") are not covered by these instruments.2
Nor do they include territorial taxes such as the
Industry and Commerce Tax (“ICA").

When investors evaluate where to carry out
their investment projects, expected return and
risk are important, but tax impact also plays a
leading role. For this reason, the tax regime, and
DTAs in particular, become decisive elements
when choosing where to invest.

In this regard, one indicator of the application
of common principles among countries and of
tax development is the number of ratifed DTAs,
as these agreements increase return levels for
investors and promote legal certainty. Colombia
has followed the global trend of adopting, as a
basis for negotiations, a treaty model that gen-
erally resembles either the model developed
by the Organization for Economic Co-operation
and Development (“OECD”) or that of the United
Nations (“UN”).

The DTAs currently in force in Colombia are
those entered into with:
1. the Andean Community,
Spain,
Chile,
Switzerland,
Canada,
Mexico,
South Korea,
Portugal,
. India,
10.the Czech Republic,

©COoNOGOhA~WN

2 However, within the framework of the Andean Community (“CAN”), Decisions 599 and 600, as amended by Decision 635,
seek to harmonize substantive and procedural aspects of Value Added Tax and excise taxes among the different CAN

Member States.
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11. the United Kingdom,

12.1taly,

13.France,

14.Japan,

15.and the Pacifc Alliance (for pension
funds).

Colombia has also entered into specifc treaties
relating to exchange of tax information, including
the OECD Convention on Mutual Administrative
Assistance in Tax Matters, which currently covers
approximately 108 jurisdictions. Colombia also
has a tax information exchange agreement with
the United States and has negotiated agreements
of this type with other jurisdictions (e.g., Curagao
and Barbados); however, the latter have not yet
completed their approval process. In June 2017,
Colombia signed the multilateral instrument to

KEY INSIGHT

prevent base erosion and proft shifting promoted
by the OECD, which will modify most of the DTAs
entered into by Colombia by establishing stricter
requirements in order to access the benefts pro-
vided under those Agreements.

2.2. Foreign Investment in Colombia and Co-
lombian Investment Abroad

2.2.1. General foreign exchange concepts
applicable to the investment regime

The Colombian foreign exchange regime is a
partially controlled regime, which means that
some transactions must be reported to the com-
petent authorities before, simultaneously with, or
after they are carried out. Foreign exchange pol-
icy is regulated by the Colombian Central Bank.

Colombia does not have absolute exchange controls. This means that,
depending on the type of transaction carried out, different options for
moving your money into and out of the country will exist.

In this regard, the following concepts are key to understanding the foreign exchange regime applica-

ble to investments:

» Foreign exchange resident: (i) Colombian nationals residing in the national territory, or foreign-
ers who remain in the country for more than 183 days within a 365 consecutive-day period; and
(i) companies, entities, and branches of foreign companies whose main domicile is in Colombia.

KEY INSIGHT

The status as a foreign exchange resident or non-resident determines
how a person may conduct transactions in Colombia. It is one of the
frst aspects that must be defned before investing in the country.

Please note: The 183-day rule includes the days
of entry into and departure from the country, and
the count is made from the date of the transac-
tion, looking 183 days backwards regardless of
whether the period crosses into a different cal-

endar year. Make sure to keep careful track if
you are close to this threshold.

* Foreign exchange market: It is com-
posed of those foreign currencies that
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must be mandatorily transferred through
authorized foreign exchange market in-
termediaries or through the compensation
mechanism, and those foreign currencies
that are voluntarily transferred through that
market even though they are exempt from
that obligation.

Foreign Exchange Market Intermediary
(“IMC™): These are the entities authorized
to process foreign exchange transactions,
such as banking establishments, fnancial
corporations, and fnancing companies.

Compensation account: It is a bank
account opened abroad by a foreign ex-
change resident, in any foreign currency
and in any country, which must be regis-
tered under the compensation mechanism
before the Colombian Central Bank either

because it has been used for mandatory
transfer transactions or for payments be-
tween residents.

* Transactions of mandatory registra-
tion: These are the transactions that must
mandatorily be conducted through the for-
eign exchange market:

e Import and export of goods

e International loans (both inbound and
outbound) and their interest

* Foreign investments in Colombia or
Colombian investments abroad, in-
cluding dividends and returns

* Investments in securities and assets
abroad

» Financial derivative transactions

e Guarantees and sureties in foreign
currency

WORTH NOTING!

If a transaction is listed as a transaction of mandatory registration an
authorized bank or a registered compensation account must be used
for the remittance of the money. There are no exceptions.

Foreign Exchange Information System:
This is an online tool available through
the Colombian Central Bank's website
that guides users in complying with their
foreign exchange obligations. The system
contains several modules for transmitting
foreign exchange information, and the
Bank regularly updates it to facilitate re-
porting, access, and the different modules,
ultimately seeking to ensure that most
transactions can be processed through the
System without additional intermediation.
The currently available modules are: (i) in-
ternational investments, (ii) compensation

accounts, (iii) exchange declarations, and
(iv) external indebtedness. The system re-
quires the creation of an actor and a user
account for access.

2.2.2. Types of investment

2.2.2.1. Direct investment — foreign invest-
ment in Colombia

Foreign direct investment in Colombia (FDI) is
one in which the foreign investor acquires an in-
terest in a sector in Colombia. It includes:
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» Equity interests in the capital of a compa-
ny resident in Colombia, represented in
shares, quotas, capital contributions, or
bonds mandatorily convertible into shares,
not registered in the National Securities
Registry or in a Foreign Securities Quota-
tion System.

* Interests acquired in a company resident
in Colombia that are registered in the Na-
tional Securities Registry and acquired
with an intention of permanence.

» Rights or interests in trust businesses.

* Real estate located in the country.

* Interests or economic rights arising from
acts or agreements such as collaboration
agreements, concessions, management
services, licenses, consortiums, temporary
unions, or agreements involving technolo-
gy transfer, where these do not represent
an equity interest in a company and the
income or returns generated by the invest-
ment depend on the company’s profts.

* Interests in the assigned capital and sup-
plementary investment to the assigned
capital of a branch of a foreign company.

* Interests in certain private equity funds.

* Intangible assets acquired for the purpose
of being used to obtain an economic ben-
eft in the country.

2.2.2.1.1. Obligations
Registration

FDI must mandatorily be conducted through the
foreign exchange market.

All FDI must be registered before the Colombian
Central Bank. This registration may be carried out
directly by the investor, its attorney-in-fact, or the
legal representative of the company receiving the
investment. There are two main modalities:

» Direct investment with foreign curren-
cy transfer: When foreign currency is sent
to Colombia, registration is completed au-
tomatically at the time of the transaction.
The IMC or the holder of the compensation
account transmits the information to the
Foreign Exchange Information System of
the Colombian Central Bank.

» Direct investment without foreign cur-
rency transfer: If the investment does not
involve the transfer of foreign currency (for
example, capitalization of a pre-existing
obligation, in-kind contributions, or contri-
butions of industry, among others), regis-
tration is completed directly in the Foreign
Exchange Information System of the Co-
lombian Central Bank.

Registration does not “legalize” the origin of the
funds. The information declared is deemed to
have been submitted under oath, and the inves-
tor is responsible for its accuracy.

Returns

The dividends and profts generated by the invest-
ment must also be transferred through the foreign
exchange market. In order to remit such returns,
the investor must have a previously opened for-
eign exchange channel (i.e., a registered invest-
ment). The party responsible for the remittance
must process the transaction by fling a minimum
data statement for investment transactions (for-
mally Form No. 4) or through a compensation
account using the appropriate foreign exchange
codes.

Please note: If there are changes to the investment,
the registration must be updated before the Co-
lombian Central Bank. Usually, and depending on
the relevant transaction, this must be done within
the six months following the transaction. Failure to
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comply with this deadline may result in sanctions
imposed by the Superintendency of Companies.

Cancellations, substitutions, and reorgani-
zations

What is a cancellation? It is the total or partial
reduction or liquidation of an FDI.

What is a substitution? It is a change or modi-
fcation in the holder of the investment, the com-
position of the capital, or its destination. For ex-
ample, when the investment is sold to another
foreign investor.

Both transactions must be reported in the For-

eign Exchange Information System of the Co-
lombian Central Bank.

DID YOU KNOW?

2.2.2.1.2. Other relevant investment transac-
tions

Advances for future capitalizations

For foreign exchange purposes, advances for
future capitalizations are treated as external in-
debtedness and must be registered before or
simultaneously with the disbursement. They will
only be considered investment once they are ac-
tually capitalized.

Capitalizations:

It is possible to capitalize obligations between the
Colombian entity and its foreign shareholder. The
nature of the relevant obligation must be analyzed
in order to determine its foreign exchange treat-
ment.

Capitalizations of obligations between the Colombian entity and its foreign
shareholder are deemed FDI “without foreign currency transfer,” and, for
foreign exchange purposes, they are perfected simply by completing the
corresponding registration before the Colombian Central Bank.

2.2.2.1.3. Supporting documents

All documents supporting the FDI must be kept
for at least fve years. Control authorities may
require them in the event of audits.

2.2.2.2. Portfolio investment

Portfolio investment is made in any of the follow-
ing assets:

» Securities registered in the National Secu-
rities Registry or listed in Foreign Securities
Quotation Systems (except for interests

acquired with an intention of permanence
or interests in private equity funds).

* Interests in certain collective investment
funds.

* Interests in programs involving negotiable
deposit certifcates representing securi-
ties.

The main difference from direct investment is
that portfolio investment does not involve an
intention of permanence or participation in the
management of the company.
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2.2.2.2.1. Registration and transfer obliga-
tions

Registration of portfolio investment depends on
how the funds are brought into Colombia:

* -With foreign currency transfer: If mon-
ey is sent from abroad, registration is auto-
matic when the bank processes the trans-
action.

« Without foreign currency transfer: This
applies when returns already in Colombia
are reinvested, or in special transactions
such as American Depositary Receipts
(“ADRs”) and Global Depositary Receipts
(“GDRSs"). In those cases, registration is
completed by making the corresponding
book entry at the centralized securities de-
pository (Deceval).

As with direct investment, registration does not
“legalize” the funds. The information is submit-
ted under oath, and the investor is responsible
for its accuracy.

2.2.2.2.2. Actors and access channels

To invest in portfolio instruments in Colombia,
a local administrator is mandatorily required.
Such administrator acts as the investor’s attor-
ney-in-fact for all transactions and is responsible
not only for executing transactions, but also for
complying with information and registration obli-
gations before the Colombian authorities.

2.2.2.2.3. Returns, repatriation, and cancella-
tion

The administrator is responsible for sending
abroad the gains (dividends, returns, or the cap-
ital of the investment). Changes in portfolio in-

vestment are reported by the administrator on a
consolidated basis, without the need for individ-
ualized reports.

2.2.2.2.4. Operational and compliance as-
pects

The administrator assumes several responsibili-
ties on behalf of the investor, including:

» Compliance with foreign exchange obliga-
tions.

* Provision of information to the authorities.

* Tax obligations related to the investment.

2.2.2.3. Colombian investment abroad

Colombian investment abroad is made by a for-
eign exchange resident in shares, rights, or oth-
er equity interests in the capital of companies,
branches, or any type of enterprise located out-
side Colombia.

Even when investing abroad, the resident re-
mains subject to the rules of the Colombian
foreign exchange market. This means that the
funds must be transferred through an IMC or
a compensation account, and the investment
must be registered before the Colombian Cen-
tral Bank. Returns and repatriation of the invest-
ment must also be transferred through the for-
eign exchange market.

Before investing in a foreign company, make
sure your transaction complies with registration
and transfer requirements. This will help you
avoid issues with foreign exchange control au-
thorities.



2020 Legal Guide

2.2.4. Investor’s foreign exchange rights

Once the investment has been registered
(whether direct or portfolio), the following rights
are guaranteed in Colombia:

* Reinvest profts in Colombia

» Capitalize amounts that the investor is en-
titled to remit

KEY INSIGHT

three months of imports.

» Send abroad the net profts generated by

the investment

* Repatriate capital when the investment is

sold, the company is liquidated, or capital
is reduced

Colombia offers stability to foreign investors. The conditions for returning
the investment and remitting profts in place at the time the investment is
registered may not be changed to the detriment of the investor, except for
an exception linked to a drop in the country’s international reserves below

2.2.5. Contingencies and mitigation

When can an investment registration be can-
celed ex offcio?

Authorities may order the cancellation of an in-
vestment registration in serious situations such
as:

* Registering an investment that never actu-
ally materialized

* Investing in prohibited sectors or without
the required authorizations

* Registering something as an investment
when it was not actually an investment

* The business or transaction that gave rise
to the investment is unlawful

Please note! If the registration is canceled for
these reasons, any remittance abroad must be
made under the category of “Other concepts,”
which may have additional implications that
should be assessed at the relevant time.

Changes in registration information

Investment registration information may be
corrected. There are different procedures
depending on the type of correction:

» Some minor corrections can be trans-
mitted directly in the system

» Others require a specifc correction
procedure for declarations

» More complex changes require a
Special Request before the Colombi-
an Central Bank
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2.2.6. Information to authorities

The Superintendency of Corporations is the au-
thority in Colombia that may exercise investiga-
tive and sanctioning powers for non-compliance
with the investment regime. Penalties may reach
up to 200% of the value of the transaction, and
the authority will always take into account crite-
ria of gradation, proportionality, and recidivism
when estimating the fne.

National Directorate of Taxes and Customs is
not the competent authority in matters of invest-
ment in Colombia. However, it commonly re-
quests information about when the relevant in-
vestment was or is associated with foreign trade
transactions.

All investment information is available to these
entities. For that reason, registrations must be
accurate and complete.

3. GENERAL OVERVIEW OF REAL ESTATE
INVESTMENT IN COLOMBIA

As of 2026, real estate in Colombia remains a
solid and strategic investment alternative. The
Colombian real estate market has historically
demonstrated resilience in the face of economic
cycles, preserving capital value even in infation-
ary contexts and generating recurring income
streams for investors.

The 5 most relevant aspects that a foreign in-
vestor should be aware of regarding real estate
investment in Colombia are the following:

a. In Colombia, privately owned real estate
assets generally constitute economically
valuable assets over which individuals and
legal entities may exercise in rem rights,

and which may be traded in the market
through various types of transactions.

. Under the Colombian legal system, private

property is constitutionally guaranteed
pursuant to the Political Constitution of Co-
lombia. However, this right is not absolute,
as the Constitution assigns to property a
social function that entails obligations, as
well as an ecological function inherent to
its exercise. Consequently, for reasons of
public utility or social interest, the State
may decree expropriation—either through
judicial proceedings or by administrative
action—provided that prior compensation
is paid and due process is guaranteed.
Colombia has a public property registry sys-
tem (Registro de Instrumentos Publicos),
which constitutes a public service entrusted
to the State. Through this system, real estate
transactions involving the transfer of owner-
ship rights (derecho de dominio) or the cre-
ation of other in-rem rights over immovable
property must be duly recorded. This system
operates through the real estate registry re-
cords known as folios de matricula inmobi-
liaria, in Spanish, which contain the complete
legal history of each property in Colombia.
Its purpose is to provide public notice and
confer evidentiary effect upon public deeds
and other recordable instruments executed
in respect of real estate.

. The legal framework governing the ac-

quisition of real estate in Colombia estab-
lishes the same legal regime for nationals
and foreign investors. The only exception
is that foreign nationals may not acquire
real estate located in border areas when
such property originates from vacant lands
(baldios, in Spanish).
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3.1. Due Diligence in the Context of Real Es-
tate Transaction

Prior to making a real estate investment in Co-
lombia, it is advisable to conduct a due diligence
process in respect of the asset subject to the
transaction. Real estate due diligence consti-
tutes a diagnostic review of the property in which
the investment is intended to be made, carried
out by experts for the purpose of issuing a le-
gal opinion on the relevant legal aspects of the
transaction.

Properly conducted due diligence constitutes a
fundamental input for the drafting of the trans-
action documents, as it allows the parties to:
(i) make an informed decision regarding the
advisability of the investment; (ii) determine
an appropriate purchase price refecting the
true value of the asset; (iii) clearly defne the
parties’ obligations; (iv) structure the rep-
resentations, warranties and indemnities
regime; and (v) effectively allocate and mit-
igate the identifed risks.

In real estate matters, a due diligence process
should include, at a minimum, the following
components:

e. Title Search (Estudio de Titulos): This
review comprises the examination and
analysis of the Certifcate of Conveyance
and Good Standing (certifcado de libertad
y tradicién) of the property subject to the
investment, as well as the acts and doc-
uments recorded in its corresponding real
estate registration folio (folio de matricula
inmobiliaria). Its purpose is to verify cur-
rent ownership and the acquisition title,
confrm that the chain of titles is free from
gaps or contingencies that could affect
the ownership right (derecho de dominio),

and identify the existence of liens, encum-
brances, limitations, or other burdens that
may affect or even prevent the contem-
plated transaction.

f. Urban Planning Analysis (Analisis Ur-
banistico): This review comprises the ex-
amination and analysis of the urban plan-
ning conditions applicable to the property,
as well as the relevant zoning and land use
regulations. Its purpose is to determine the
feasibility of assigning to the property the
intended use or developing it as projected.
To that end, the applicable urban planning
regulations must be analyzed, including
land classifcation, zoning designation,
permitted uses and use intensity, buildabil-
ity coeffcients, development rights, urban
development obligations (cargas urbanisti-
cas), and other requirements associated
with the intended use. Within the scope of
this review, the following should be exam-
ined, among others: (i) the municipal Mas-
ter Plan (Plan de Ordenamiento Territorial
— POT) in force in the municipality where
the property is located; (ii) any urban plan-
ning and construction permits previously
granted in respect of the property; and (iii)
offcial land use certifcates or zoning opin-
ions issued by the competent authorities.

Additionally, the real estate due diligence pro-
cess must be structured and conducted in light of
the specifc characteristics of the asset in ques-
tion. For example, in the case of rural properties,
the analysis must be particularly rigorous and in-
clude, among other matters: (i) verifcation of the
property’s private or vacant lands (baldios) ori-
gin; (ii) determination of its current legal nature;
(iif) compliance with the requirements set forth in
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Law 160 of 1994 to evidence private ownership;
(iv) the existence or potential initiation of spe-
cial agrarian proceedings, such as ownership
clarifcation proceedings or the recovery of im-
properly occupied vacant lands (baldios); (v) its
location within micro- or macro-prioritized areas
in the context of the internal armed confict; (vi)
its possible inclusion in the Registry of Dispos-

KEY INSIGHT

sessed and Forcibly Abandoned Lands (Regis-
tro de Tierras Despojadas y Abandonadas For-
zosamente); (vii) the existence of land restitution
proceedings; and/or (viii) the potential initiation
of asset forfeiture proceedings (extincion de do-
minio) within the framework of the Justice and
Peace Law (Ley de Justicia 'y Paz), among other
relevant considerations.

A good practice before considering a real estate investment in Colom-
bia is to seek legal advice and conduct due diligence.

3.2. Preliminary Dealings in Real Estate
Transactions

In real estate transactions, the preliminary deal-
ings stage is the phase during which the par-
ties engage in initial discussions, exchange the
information necessary to evaluate and decide
whether to enter into a future agreement, and
establish the basis of the negotiation. The most
common preliminary arrangements in the con-
text of real estate negotiations are the following:

a. Letters of Intent: These are unilateral
instruments by which the sender commu-
nicates to the recipient its intention to en-
gage in preliminary discussions in order to
explore the possibility of entering into one
or more contracts. Their form and mini-
mum content are not specifcally regulated
by statute, and they may contain either re-
vocable or irrevocable offers or invitations
to negotiate. The binding effect of letters
of intent must be assessed on a case-by-
case basis, in order to determine whether

the sender had the intention to create le-
gally binding obligations.

b. Non-Disclosure Agreements: These are
agreements pursuant to which one or all
negotiating parties undertake to maintain
secrecy or confdentiality with respect to
confdential information received in con-
nection with the contemplated transaction.
Such documents typically defne: the infor-
mation deemed confdential, the permitted
use thereof, the conditions of access, the
duration of the confdentiality obligation,
and the consequences of its breach. They
may include obligations that survive the
termination of negotiations, such as the
return or destruction of the information re-
ceived.

c. Memorandums of Understanding:
These are pre-contractual documents con-
taining preliminary agreements on one or
more aspects of the negotiation process or
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the future contract. They may address the
fundamental terms of the transaction, the
rules governing the negotiation process,
or other preparatory matters, such as a
commitment to maintain a proposed price
or to obtain the required permits. Whenev-
er a memorandum of understanding sets
forth binding commitments, it gives rise to
a legal transaction (pre-contract) that is
bilateral or multilateral, binding, autono-
mous, and atypical under Colombian law.
Accordingly, the parties must comply with
the agreed terms and continue negotiating
in good faith the remaining outstanding
matters until determining whether or not to
execute the defnitive agreement.

Pursuant to Article 863 of the Colombian Code
of Commerce, negotiating parties are subject
to the duty to act in good faith and without fault

PRACTICAL INSIGHT

(buena fe exenta de culpa) during the pre-con-
tractual stage, which requires them to act with
loyalty and fairness throughout all phases of the
contract formation process.

Under Colombian law, a breach of the forego-
ing gives rise to pre-contractual liability (culpa in
contrahendo). Civil liability is deemed pre-con-
tractual when, during the negotiations preceding
the execution of a contract, one party causes
damage to the other by terminating the negoti-
ations in an abusive, unjustifed, or abrupt man-
ner, thereby frustrating the legitimate reliance in-
terest created. Pre-contractual liability may also
arise more generally from the breach of duties
inherent to this stage, including: (i) confdenti-
ality; (ii) disclosure and information; (iii) the
duty of care toward the negotiating parties;
(iv) protection and preservation; and (v) seri-
ousness of intent.

In order to protect the transaction, it is important to enter into a prior
agreement that allows access to information and, to some extent, com-
mits both parties to rights and obligations.

3.3. Principal Contractual Structures in Real
Estate Transactions

In Colombia, the rights that private parties hold
over real estate may be traded in the market
through various legal structures, whether to
transfer ownership or to grant rights of use and
enjoyment. The principal contractual arrange-
ments through which real estate transactions
are structured in Colombia are the following:

a. Promise Agreement: This is a preparato-
ry agreement by which two or more par-

ties undertake to execute a subsequent or
defnitive contract upon the expiration of
a term or the occurrence of a condition. It
gives rise to an obligation to do, consisting
of the execution of the promised contract.
Its essential elements are: (i) it must be ex-
ecuted in writing; (ii) the promised contract
must not be one declared ineffective by
law; (iii) it must contain a term or condition
establishing the time for execution of the
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defnitive agreement; and (iv) the contract
must be determined in such a manner that,
for its formation, only the act of transfer
(tradicion) or the corresponding legal for-
malities remain pending.

. Sale and Purchase Agreement: This is
the agreement by which the seller under-
takes to transfer an asset and the pur-
chaser undertakes to pay a price in money
therefor. Although, as a general rule, a sale
is deemed perfected once the parties have
agreed on its essential elements—namely,
the asset and the price—under Colombi-
an law the sale of real estate is a solemn
agreement and is perfected upon execu-
tion of the corresponding public deed.
Furthermore, with respect to real estate, in
order for the transfer of ownership (dere-
cho de dominio) to be effective, the public
deed of sale must be registered with the
Public Registry Offce (Ofcina de Regis-
tro de Instrumentos Publicos) of the mu-
nicipality in which the property is located.
For such purposes, it should be noted that
under the civil law regime, registration of
the title is required for the transfer of own-
ership, whereas under the commercial law
regime, in addition to registration, material
delivery of the property is also required.

. Commercial Trust Agreement: This is
an agreement whereby a person, referred
to as the trustor (fdeicomitente), trans-
fers one or more specifc assets to anoth-
er, known as the trustee (fduciario), who
undertakes to manage or dispose of such
assets in order to fulfll a specifc purpose
determined by the trustor, for the beneft of
the trustor or of a third party known as the
benefciary. Through a commercial trust
agreement, an autonomous trust (patrimo-

nio autébnomo) is created, which remains
legally separate from the assets of the par-
ties.

The commercial trust has been the most
widely used structure in recent decades
for the development and acquisition of real
estate in Colombia. The most common
types of real estate commercial trusts are
described below:

* Real Estate Administration and Pay-
ment Trust: Under this structure, one
or more properties are transferred to
the autonomous trust—without prej-
udice to the possible transfer of addi-
tional properties or funds—so that the
trustee manages the real estate proj-
ect, makes payments associated with
its development in accordance with the
instructions set forth in the trust agree-
ment, and transfers the resulting real
estate units to the benefciaries under
the respective agreement.

* Real Estate Treasury Trust: Its prin-
cipal purpose is to entrust the trust-
ee company with the investment and
management of cash resources allo-
cated to the execution of a real estate
project.

* Pre-Sales Real Estate Trust: Under
this modality, the trustee’s principal
obligation is to collect funds derived
from the marketing and enrollment of
prospective purchasers of units within
a real estate project. In this case, the
trustee receives the funds as a mecha-
nism for participation in a specifc proj-
ect and administers and invests such
funds while the conditions established
for their allocation to the project’'s de-
velopment are fulflled. This modality
may alternatively be structured as a
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fduciary mandate (encargo fduciario),
which does not entail the creation of an
autonomous trust.

» Security Trust: Under this structure,
one or more properties are transferred
to the autonomous estate in order to
secure obligations in favor of creditors,
either through sale in the event of de-
fault or as a source of payment from
operating cash fows.

d. Lease: This is an agreement whereby
one party, the lessor, undertakes to grant
to another party, the lessee, the use and
enjoyment of an asset for a specifed term
in exchange for a determined price as
consideration. A lease agreement is con-
sensual, meaning that it is perfected upon
agreement between the parties regarding
the asset and the price. In the case of real
estate, it is particularly relevant to regulate
matters such as: (i) the form of payment of
rent and its adjustments; (ii) delivery date
and conditions; (iii) term, extensions, and
renewals; (iv) the regime applicable to re-
pairs and improvements, among others.
While lease agreements may be used for
all types of real estate assets and adapt-
ed to different projects, it should be taken
into account that Colombian law contains
special provisions applicable to urban res-
idential leases set forth in Law 820 of 2003
and to commercial premises leases regu-
lated in Articles 518 et seq. of the Code of
Commerce.

e. Commercial Space Concession Agree-
ment (Contrato de Concesién Mercantil
de Espacio): This is an atypical agree-
ment under which one party, the grantor,
authorizes another, the concessionaire,
to use and commercially exploit physical

spaces within its commercial establish-
ments, under the grantor’s supervision or
control, so that the concessionaire may
beneft from the grantor’'s clientele and
reputation.

Unlike a lease agreement—where the lo-
cation of the leased property is of primary
importance to the lessor—in a commercial
space concession agreement, the rele-
vant factor is the commercial advantage
derived by the concessionaire from mar-
keting its own products within the grantor’s
establishment.

Depending on the business model, expected
length of stay, volume of operations to be con-
ducted in Colombia, and level of participation in
the project, determine the agreement that best
suits the transaction.

3.4. Cross-Cutting Clauses Applicable to
Real Estate Transactions

In order to safeguard the interests of investors
seeking to acquire real estate assets in Co-
lombia, it is advisable to consider the following
cross-cutting clauses, which are generally appli-
cable to all agreements through which real es-
tate transactions are structured:

a. Representations and Warranties Claus-
es: Representations and warranties con-
sist of statements made by the parties, on a
reciprocal basis, regarding matters related
to the agreement, to themselves, and par-
ticularly to the asset subject to the trans-
action. They incorporate factual assertions
and legal statements into the contract and
operate as a mechanism for risk alloca-
tion between the parties. In a real estate
transaction, the most comprehensive rep-
resentations and warranties are typically
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those granted by the property owner, who
possesses the most complete information
regarding the asset, as supplemented by
the fndings of the due diligence process.

b. Indemnity Clauses: Indemnity clauses
are contractual provisions that give rise
to an obligation to indemnify upon the
occurrence of the conditional events set
forth therein. Colombian commercial law
does not prohibit the inclusion of such
clauses pursuant to the principle of free-
dom of contract (autonomia de la voluntad
privada); however, they are subject to the
limits imposed by mandatory rules, public
policy, good morals, and the prohibition of
abuse of rights.

c. Penalty Clauses (Clausula Penal): A
penalty clause is a provision whereby a
party, in order to secure performance of an
obligation, undertakes to pay a stipulated
penalty in the event of non-performance or
delay in the performance of the principal
obligation. Article 1594 of the Civil Code
provides that, prior to the debtor being
declared in default, the creditor may only
demand performance of the principal obli-
gation; after default, the creditor may elect
either the penalty or performance of the
principal obligation. In order to claim both
the penalty and additional damages simul-
taneously, an express agreement to that
effect is required.

d. Force Majeure Clauses: Force majeure
clauses establish that a party shall be re-
leased from liability if events beyond its
control prevent it from performing its con-
tractual obligations. Under Colombian law,
case law has established that, for an event
to qualify as force majeure, it must be:

(i) unforeseeable; (ii) irresistible; and (iii)
external to the obligor. Such qualifcation
must be made on a case-by-case basis,
taking into account the specifc circum-
stances of time, manner, and place.

3.5. Urban Planning Permits for the Develop-
ment of Real Estate Projects

In Colombia, the development of real estate
projects requires the obtaining of urban plan-
ning permits (licencias urbanisticas), which are
administrative acts issued by the competent
municipal urban planning authority. These per-
mits specifcally authorize activities such as ur-
banization and parceling of land, construction,
expansion, modifcation, adaptation, structural
reinforcement, restoration, reconstruction, en-
closure, and demolition of buildings, as well as
the intervention and occupation of public spac-
es, and the subdivision of land.

The issuance of urban planning permits entails
the acquisition of development and construction
rights under the terms and conditions set forth in
the respective administrative acts and includes
specifc authorization regarding land use and
exploitation.

The main types of urban planning permits that
must be considered for the development of real
estate projects in Colombia are as follows:

a. Urbanization Permit: This authorization
allows one or more plots of land to be pre-
pared for urban development through the
execution of infrastructure works, public
dedications, and other measures neces-
sary to make the land suitable for future
construction. Urbanization permits estab-
lish the general regulatory framework re-
garding land use, buildability, volumetrics,
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accessibility, and other technical aspects
on the basis of which construction permits
will be issued for the resulting plots.

b. Parceling Permit: This authorization al-
lows rural or suburban plots to be divided,
with the adaptation of roads and public or
private spaces, in order to allocate the re-
sulting lots for residential, recreational, or
productive uses, while still requiring a con-
struction permit to build.

c. Subdivision Permit: This is the prior au-
thorization to divide plots located in rural,
urban, or urban expansion areas, in ac-
cordance with the Planning Instrument of
the Municipality (generally a Plan de Orde-
namiento Territorial — POT) and the appli-
cable regulations.

d. Construction Permit: This is the prior
authorization to carry out building works,
circulation areas, and communal zones
on one or more parcels, specifcally de-
fning the permitted uses, buildability,
volumetrics, accessibility, and other tech-
nical aspects of the works. Its main mo-
dalities include new construction, expan-
sion, adaptation, modifcation, restoration,
structural reinforcement, demolition, re-
construction, and enclosure, each corre-
sponding to a different type of intervention
on the property.

e. Public Space Intervention and Occupa-
tion Permit: This prior authorization al-
lows the holder to occupy or intervene in
public property within public spaces.

3.6. Special Aspects of the Colombian Legal

Framework

In Colombia, regulations implementing public
policies aimed at (i) ensuring equitable access
to rural property, (ii) providing redress to victims
of the internal armed confict, (iii) combating il-
licit activities, and (iv) protecting food security,
among other objectives, can signifcantly affect
the structuring and legal viability of investments
in rural real estate. Consequently, prior to exe-
cuting a real estate transaction involving a rural
property, it is important to consider the following
aspects:

a. Regulation of Vacant Lands (Baldios):
In Colombia, vacant lands (baldios) are
rural properties that have not left the patri-
mony of the Nation and which the Consti-
tutional Court has classifed as fscal as-
sets subject to adjudication, intended to be
transferred to those who meet the require-
ments to access agrarian reform. Due to
their public nature, these lands are inalien-
able, imprescriptible, and not subject to
attachment. Consequently, they may only
be acquired through adjudication by the
National Land Agency (Agencia Nacional
de Tierras); only upon such adjudication
do they become private property capable
of being transferred between private par-
ties, subject to legal restrictions regarding
maximum appropriable area per person or
entity, minimum lot size, and other obliga-
tions arising from the law and the respec-
tive adjudication act.

In this context, within the due diligence
process for rural properties, it is essential
to verify whether the property originates
as vacant land (baldio) and whether the
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legal requirements to establish private
ownership are met, namely: (i) the exis-
tence of a valid state adjudication; or (ii)
registration of conveyance titles properly
executed between private parties prior to
1974. Such verifcation mitigates the risk
that the property may be subject to special
agrarian proceedings—such as ownership
clarifcation or recovery of improperly oc-
cupied vacant lands (baldios)—and, more
generally, contingencies arising under the
vacant lands regime.

. Land Restitution: Within the context of

Colombia’s internal armed confict, Co-
lombian law recognizes the right of vic-
tims to seek redress for violations and acts
that forced them to abandon or transfer
their properties, as well as guarantees
of non-repetition. One of the main mech-
anisms provided under this legal frame-
work is the legal and material restitution
of lands that were legitimately occupied
prior to dispossession or forced abandon-
ment. Initially, the law established a ten-
year term for the submission of restitution
claims; however, the Constitutional Court
determined that, absent legislative exten-
sion, this mechanism would be applicable
until 2030.

Consequently, within the due diligence
process for rural properties, it is essential
to verify: (i) whether the property is located
in micro- or macro-prioritized areas in the
context of the armed confict; (ii) whether
the property is included in, or subject to
requests for inclusion in, the Registry of
Dispossessed and Forcibly Abandoned
Lands (Registro de Tierras Despojadas y
Abandonadas Forzosamente); and/or (iii)
whether land restitution proceedings have
been initiated with respect to the proper-

ty. Such verifcation mitigates the risk that
the property may be subject to restitution
to victims of the internal armed confict in
the future, which could result in the loss of
ownership by the current titleholder at the
time of restitution.

. Asset Forfeiture (Extinciéon de Domin-

10): Under Colombian law, asset forfeiture
is a patrimonial consequence arising from
illicit activities or conduct that severely af-
fects public morals, consisting of a judicial
declaration of ownership of certain assets
in favor of the State, without compensa-
tion for the affected party, when any of the
causes established by law are present.
Although this mechanism may apply to all
types of assets, it is particularly relevant
in the context of rural properties and the
internal armed confict, given the risk that
such properties may be directly or indirect-
ly linked to illicit activities or to organized
armed groups operating outside the law.

In this regard, Law 975 of 2005, known as
the Justice and Peace Law (Ley de Justi-
cia y Paz), introduced transitional justice
mechanisms aimed at the demobilization
of such groups and the redress of victims,
establishing the obligation to transfer il-
licitly acquired assets to fund the Victims’
Compensation Fund. Pursuant to this law,
the Attorney General’s Offce is authorized
to identify, locate, secure, and initiate as-
set forfeiture proceedings over assets of
postulated individuals, third parties, or
those identifed in its investigations linked
to crimes committed by organized armed
groups operating outside the law. This con-
stitutes a critical aspect to evaluate in the
due diligence of rural real estate assets.

d. Food Production Protection Areas
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(APPA): Food Production Protection Ar-
eas (Areas de Proteccion para la Pro-
duccion de Alimentos — APPA) are zones
within the national agricultural frontier that
must be preserved for food production and
constitute a key element of land use plan-
ning with superior regulatory hierarchy. Ac-
cording to the National Development Plan,
they are areas of special interest to safe-
guard the human right to food and enjoy
enhanced protection by the State.

Declared by the Ministry of Agriculture and
Rural Development, APPAsS represent a
national government effort to guarantee
food production, particularly in territories
with fertile soils and an agricultural tradi-
tion. However, some argue that these dec-
larations override municipal autonomy to
defne land use, by allocating hectares—
sometimes with competing real estate
or other interests that could degrade the
soil—exclusively for agricultural purposes.
Once an APPA is declared, all land uses
inconsistent with the APPA’s purpose and
that could reduce productive land for food
are prohibited, making their review a criti-
cal element in any due diligence process.

3.7. Procedures and Costs Associated with
the Transfer of Real Estate in Colombia

Under Colombian law, the transfer of owner-
ship (derecho de dominio) of a property occurs
through: (i) the execution of a Public Deed (Es-
critura Publica) before a Notary; and (ii) the reg-
istration of such Public Deed with the Offce of
Public Instruments Registry (Ofcina de Registro
de Instrumentos Publicos) in the municipality
where the property is located.

In Colombia, costs related to the transfer of real

estate may vary depending on the type of trans-
action and the property’s location. In the case of
a sale and purchase (compraventa), the approx-
imate costs are as follows:

a. Notarial Fees: For the exercise of notari-
al functions, the parties to a sale and pur-
chase transaction must pay a notarial fee
equivalent to 3%o (3 per thousand) of the
transfer value. In practice, this fee is typi-
cally shared equally, with 50% paid by the
buyer and 50% by the seller.

b. Registration Fees: For the exercise of
registration functions, the parties must
pay registration fees according to a scale
based on the transaction value. For trans-
fers with a value equal to or exceeding
COP 471,999,702 (approximately USD
116,000), the applicable fee is 1.27% of
the transfer value. In practice, this fee is
generally paid entirely by the buyer.

c. Registration Tax: The registration tax is
levied on the registration of acts or contracts
subject to registration with the Offces of
Public Instruments Registry. In the case of
a real estate sale, the tax base may not be
less than the cadastral appraisal or self-as-
sessed value of the property, and the appli-
cable rate ranges between 0.5% and 1%, as
determined by the Departmental Assembly
upon the Governor’s initiative.

d. Stamp Duty (Impuesto de timbre):
Stamp duty is triggered when a transfer of
real estate—regardless of title—is formal-
ized in a public deed and the property val-
ue exceeds COP 1,047,480,000 (approx-
imately USD 258,000). The duty payable
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ranges from 1.5% to 3% of the property
value. If the property value is below this
threshold, the tax is levied at a 0% rate.

3.8. Taxes Related to Real Estate Ownership
in Colombia

a. Property Tax (Impuesto Predial): This

tax arises from the mere existence of the
property. It is collected by municipalities
and districts, which are responsible for its
administration, collection, and oversight.
The tax is calculated based on the ca-
dastral valuation (avalu6 catastral) of the
property and is levied annually.

. Urban Delineation Tax (Impuesto de
Delineacion Urbana): This municipal or
departmental tax is linked to the construc-
tion cost per square meter and is triggered
by the construction of new buildings or the
renovation of existing ones. Payment be-
comes due at the time construction per-
mits are issued for the following types of
works: new construction, expansion, mod-
ifcation, and adaptation.

c. Surplus value tax (plusvalia): It is a tax

created because of the activities carried
out by the authorities that are intended to
increase the use of the land, and that al-
low the land use of the property to be more
proftable. The surplus value tax becomes
enforceable at the time urban licenses
are issued or at the time additional con-
struction rights are granted through other
documents. This tax becomes enforceable
when transferring ownership of properties.
Although the surplus value tax should be
registered on the ownership certifcate
of the property, the registry is not always
made.

. Betterment levy (valorizacion): The bet-

terment levy is a tax that should be paid
as a result of the beneft that the execution
of public works by the government gener-
ates to a property. This is recorded in the
Ownership Certifcate of the property and
must be paid before making any transfer
of ownership. The entity that executes the
work will oversee the collection of the tax,
and such collection may be carried out in
different payments.
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This chapter is structured as
a guide designed specifcally
for the operations of foreign
investors in Colombia.
Far from being limited to
a theoretical enumeration
of local regulations, this
section is developed under
the principle of “International
Regulatory Compatibility.”

Through this approach, it explains how the rigor-
ous and strategic implementation of Colombian
risk management systems—encompassing per-
sonal data protection, anti-money laundering,
and business ethics programs—not only en-
sures strict compliance with national authorities
but also operates as a fundamental preventive
shield against regulations with extraterritorial
reach, such as the Foreign Corrupt Practices
Act (FCPA) or the UK Bribery Act. In this way,
structuring solid and transparent corporate gov-
ernance in Colombia ceases to be an adminis-
trative burden and consolidates itself as a com-
petitive advantage in the global market.

1. PERSONAL DATA PROTECTION AND
TRANSFER

Upon entering the Colombian market, foreign
investors must understand that the country has
a robust and strictly enforced regulatory frame-
work regarding data protection, rigorously mon-
itored by the Superintendence of Industry and
Commerce (SIC). Under an “International Reg-
ulatory Compatibility” approach, this subchapter
Is designed to translate regulatory density into
clear business practices. It explores in depth the
Personal Data Protection Regime and its direct
implications for cross-border information fow, a
vital aspect for multinationals centralizing their
technological infrastructure.

1.1. Guiding Principles and Data Subject
Rights (Habeas Data)

The fundamental right to Habeas Data in Co-
lombia grants individuals the power to know,
update, and rectify information collected about
them in databases or fles. For companies, this
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translates into the obligation to act as diligent
“Controllers™ and/or “Processors”™ of said infor-
mation.

Colombian regulations do not allow the passive
or hidden collection of data. Information man-
agement must be governed by the following
guiding principles, which must be materialized
in the company’s daily operations:

» Principle of Legality and Purpose: All
data processing must serve a legitimate
purpose, which must be communicated
to the data subject in advance. Collecting
data “just in case” or for undetermined fu-
ture uses is invalid.

* Principle of Freedom (Consent): This is
the cornerstone of the system. Data pro-
cessing can only occur with the prior, ex-
press, and informed consent of the data
subject. Pre-ticked boxes or tacit consent
are not accepted by Colombian authori-
ties. The burden of proof for obtaining this
authorization falls 100% on the company,
which must keep evidence that such au-
thorization was obtained.

* Principle of Transparency and Access:
At any time, the data subject has the right
to obtain from the company, without re-
strictions, information about the existence
of data concerning them.

* Principle of Security and Confdential-
ity: The company is obliged to implement
the necessary technical, human, and ad-

ministrative measures to prevent adulter-
ation, loss, consultation, use, or unautho-
rized access to the information.

Data Subject Rights: Data subjects (employ-
ees, clients, suppliers) maintain control over
their information. They have the right to access
their data free of charge, request proof of the au-
thorization granted, be informed about how their
information has been used, and revoke authori-
zation or request data deletion when there is no
legal or contractual duty obliging its retention.

To comply with this, the company must imple-
ment an Internal Manual of Policies and Proce-
dures for Personal Data Processing, establish-
ing clear channels (emails, helplines) for data
subjects to exercise their rights, with response
times strictly regulated by law. These documents
must be available to data subjects.

1.2. National Registry of Databases (RNBD)

The National Registry of Databases (RNBD) is
the public directory of databases subject to pro-
cessing operating in the country. It is adminis-
tered by SIC and constitutes one of the most
heavily audited compliance obligations.

Who is obliged to register?

It is crucial to clarify that not all companies must
complete this registration. Many investors are
unaware that certain compliance obligations are
automatically triggered upon exceeding specifc
thresholds. Currently, companies and non-proft
entities with total assets exceeding 100,000 Tax

1 “Individual or entity, public or private, who by themselves or in association with others, decides upon the database and/

or the Processing of the data”. Law 1581 of 2012.

2 “Individual or entity, public or private, who by themselves or in association with others, performs the Processing of per-

sonal data on behalf of the Data Controller”. Law 1581 of 2012.
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Value Units (UVT), approximately USD $1.3 mil-
lion3, are required to register their databases.

What information is registered?

The registration does not involve uploading the
database per se (i.e., customer names or emails
are not handed over to the authority); instead,
the “anatomy” of these databases is declared.
The following must be reported to SIC:

i. The number of databases managed by the
company (e.g., Payroll, Clients, Suppliers,
Video Surveillance).

ii. The purpose of each and the types of data
stored (specifying if there is sensitive data,
such as biometrics or health data).

iii. The physical or digital location of the da-
tabases (whether on proprietary servers in
Colombia or in the cloud abroad).

iv. The implemented information security
measures.

v. The service channels for data subjects.

This registry is not static; it requires mandato-
ry annual updating and extraordinary updates
when substantial changes occur in the regis-
tered information.

1.3. International Data Transfer and Trans-
mission (Requirements for Multinationals)

For companies with global operations, this is the
most critical aspect of the data protection regime.
Special emphasis is placed on this topic, as it is
crucial for multinationals that centralize their serv-
ers or cloud services outside Colombia.

The international fow of information is strictly
regulated to prevent Colombian citizens’ data
from ending up in jurisdictions that do not offer
minimum protection guarantees. Colombian law
prohibits the transfer of personal data to coun-
tries that do not provide adequate levels of pro-
tection, unless certain exceptions are met or the
correct legal vehicles are implemented.

To operate without contingencies, intragroup
contracts and those with technology providers
must clearly differentiate two legal concepts:

A. International Data Transfer: Occurs when
the Controller in Colombia sends information to
a third party abroad so that the latter also acts
as a “Controller” (i.e., they will make their own
decisions regarding the data).

» Example: The Colombian subsidiary
sends the customer database to the par-
ent company in the US so the parent com-
pany can launch an independent market-
ing campaign.

* Requirement: It can only be carried out if
the destination country has been declared
by the SIC to have an “adequate level of
protection” (European Economic Area,
United States, Mexico and others listed in
External Circular 05 of 2017), or if there
is express and unequivocal authorization
from the data subject specifcally allowing
the international transfer.

B. International Data Transmission: Occurs
when the Controller in Colombia sends informa-

3 For 2026, the UVT was set at COP $52,374. Calculations are estimated using an exchange rate of COP $4,052.89 per

USD.
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tion to a third party abroad to act as a “Processor,”
processing the data strictly on behalf of and under
the instructions of the Colombian company.

 Example: The Colombian company hires
Amazon Web Services (US) to host its
CRM or uses payroll software operated
from Mexico.

* Requirement: It does not require new au-
thorization from the data subject, provided
there is a written Data Transmission Agree-
ment between the parties. This contract
must stipulate that the foreign Processor
will only process the data according to the

Colombian Controller’s instructions and
will delete or return them at the end of the
service.

The proper structuring of these data fows and
the execution of the relevant Transmission
Agreements guarantee that the company can
operate with global technologies, centralize its
administration, and use cloud services, while
maintaining total corporate immunity against
the severe sanctions imposed by the Superin-
tendence of Industry and Commerce for Habeas
Data violations.

Figure 1: Personal Data Flow

Collection
DATA SUBJECT (Prior Authorization)

(Data Owner) >

Employees, Clients

OTHER CONTROLLER

Transfer

(e.g., Parent Company)
Decides own purpose

CONTROLLER
(Company in Colombia)
Decides on the data

PROCESSOR
(e.g., Cloud/Payroll)

Transmission Processes on behalf of

STORAGE
(Databases)

Local Servers
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2. RISK PREVENTION: MONEY LAUNDERING,
TERRORISM FINANCING, AND FINANCING
OF THE PROLIFERATION OF WEAPONS OF
MASS DESTRUCTION (ML/TF/FPWMD)

The Colombian regulatory framework has tran-
sitioned from a punitive and reactive model to a
strictly preventive one, based on risk self-man-
agement. For the foreign investor, the imple-
mentation of prevention systems should not
be conceived solely as a local administrative
burden, but as a pillar of “Corporate Immunity.”
Under an approach of international regulatory
compatibility, strict compliance with the Super-
intendence of Companies’ provisions regarding
Money Laundering, Terrorism Financing, and Fi-
nancing of the Proliferation of Weapons of Mass
Destruction (ML/TF/FPWMD) operates as a fun-
damental line of defense against extraterritorial
legislation and protects the company, its share-
holders, and its administrators from criminal and
reputational liabilities.

2.1. The Self-Control and Risk Management
System (SAGRILAFT) and the Minimum Mea-
sures Regime

The Comprehensive Self-Control and Risk Man-
agement System for Money Laundering, Terror-
ism Financing, and Financing of the Proliferation
of Weapons of Mass Destruction (SAGRILAFT)
is the central regulatory mechanism required in
Colombia for companies supervised by the Su-
perintendence of Companies. Its main objective
is to prevent companies from being used as in-
struments to give the appearance of legality to
assets of illicit origin or to channel resources to-
wards terrorist activities.

The structuring of SAGRILAFT requires moving
beyond the simple drafting of theoretical manuals

and advancing towards a real management mod-
el. This includes the appointment of a Compliance
Offcer, who will oversee promoting, developing,
and ensuring compliance with the procedures for
the prevention, updating, and mitigation of ML/
TF/FPWMD Risk. The application of a risk-based
methodology is required, which materializes in the
following operational stages:

» Identifcation: Recognize the risk fac-
tors (counterparties, products, distribution
channels, and jurisdictions) that may ex-
pose the company to ML/TF.

* Measurement or Evaluation: Establish
the probability of occurrence of the identi-
fed risks and their potential impact if they
materialize, thus forming the company’s
risk matrix.

e Control: Implement policies and proce-
dures to mitigate inherent risks, establish-
ing early warnings and preventive detec-
tive controls. The most important tool at
this stage is Due Diligence (standard and
enhanced) for knowing counterparties (cli-
ents, suppliers, partners, and employees).

* Monitoring: Conduct continuous and peri-
odic monitoring to ensure that controls are
effective and that the risk matrix remains
updated in the face of changes in opera-
tions or the market.

In turn, the Minimum Measures Regime is a sim-
plifed preventive regulatory framework estab-
lished by the Superintendence of Companies for
companies that do not exceed the thresholds to
implement SAGRILAFT. The purpose of this re-
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gime is to mitigate the risk of money laundering
and terrorism fnancing through operational and
fnancial requirements proportional to the size of
the organization.

Unlike the comprehensive system, minimum
measures do not require the designation of a
Compliance Offcer or the structuring of an ex-
haustive risk matrix. The regulations concentrate
responsibility directly on the legal representa-
tive, requiring them to document and implement
basic and unavoidable procedures. These in-
clude executing due diligence to know counter-
parties, the mandatory identifcation of the fnal
benefciary of operations, instructing employees
on applicable risks, and reporting suspicious op-
erations (ROS) to the Financial Information and
Analysis Unit (UIAF).

2.2. Obliged Entities and the Role of the Com-
pliance Offcer

In Colombia, the obligations to implement pre-
vention systems arise automatically when com-
panies exceed certain fnancial thresholds,
according to the sector to which they belong.
These are calculated based on the Current Le-
gal Monthly Minimum Wage (SMMLV) as of De-
cember 31 of the immediately preceding year.
Depending on the sector and the thresholds, a
company may be obliged to implement the mini-
mum measures regime or SAGRILAFT. To facil-
itate the understanding of these requirements,
the following outline is presented:

Table 1: Mandatory Thresholds by Sector

(Includes USD estimates based on 2026 minimum wage®*)

SECTOR

THRESHOLD FOR

COMPREHENSIVE SAGRILAFT

THRESHOLD FOR
MINIMUM MEASURES
REGIME

General Rule (Supervised or

Income or Assets >= USD $17,280,557 approx.

Total Income >= USD $12,960,418 approx.

controlled companies) :)/:[)t)tzal Asset Contributions >= USD $43,201 ap- | N/A
Real Estate Activity Income >= USD $43,201 | Income >= USD $1,296,041
Real Estate Agents approx. approx. or Assets >= USD

$2,160,069 approx.

Commercialization of
Precious Metals and Stones

Income >= USD $12,960,418 approx.

Income >= USD $1,296,041
approx. or Assets >= USD
$2,160,069 approx.

Legal Services

Income >= USD $12,960,418 approx.

Income >= USD $1,296,041
approx. or Assets >= USD
$2,160,069 approx.

Accounting Services

Income >= USD $12,960,418 approx.

Income >= USD $1,296,041
approx. or Assets >= USD
$2,160,069 approx.

Construction and Civil

Services

>= USD $2,160,069 approx.

Engineering Works Income >= USD $12,960,418 approx. N/A
: Virtual Asset Operations >= USD $43,201
il et Income >= approx. USD $1,296,041 or Assets | N/A

4The amounts are set out in the regulation in current legal monthly minimum wages and are presented in U.S. dollars
using an exchange rate of COP 4,052.89 per USD.
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Once the mandatory nature of SAGRILAFT is determined, the company must appoint a Compliance
Offcer, a central fgure for the articulation of the system. This position cannot be held by just any col-
laborator, as the regulations require independence and decision-making capacity.

Table 2: Requirements, Incompatibilities, and Functions of the Compliance Offcer

CATEGORY REGULATORY SPECIFICATIONS

* Have decision-making capacity to manage
ML/TF/FPWMD risk.

* Have direct communication and dependence
on the Board of Directors or the highest cor-

Minimum porate body.

Requirements * Have suffcient knowledge in ML/TF/FPWMD
risk management, demonstrable through cer-
tifcations, diplomas, or specifc courses.

* Be domiciled in Colombia.

* Not belong to the company’s administration
(cannot be a Legal Representative or mem-
ber of the Board of Directors).

* Not belong to control or audit bodies (Statuto-
ry Auditor, Internal Audit).

* Not act as a Compliance Offcer (principal or
alternate) in more than 10 obliged companies
simultaneously.

Incompatibilities
and Disqualifcations

» Design, articulate, and ensure effective com-
pliance with SAGRILAFT.

* Present periodic reports (at least annually) to
the Board of Directors or highest corporate
body on risk management.

Main * Manage and submit mandatory reports to
Functions the UIAF (Suspicious Activity Reports - ROS
and Absence of Suspicious Activity Reports -

AROS).

* Promote and coordinate internal risk preven-
tion training programs for employees.
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2.3. Reports to the UIAF: Types and Periodicity

The effectiveness of SAGRILAFT and the Mini-
mum Measures Regime depends on structured
communication with the authorities. The Com-
pliance Offcer (if implementing SAGRILAFT) or
the Legal Representative (for the Minimum Mea-
sures Regime) has a legal obligation to interact
with the Financial Information and Analysis Unit
(UIAF) through the Online Reporting System
(SIREL). Two main types of reports must be
managed, the omission of which leads to admin-
istrative investigations by the Superintendence
of Companies:

1. Suspicious Activity Report (ROS - Reporte
de Operaciones Sospechosas):

* Nature: Itis an immediate and confdential
report.

* When is it issued? It must be sent as
soon as the company, through its monitor-
ing controls or red fags, identifes an op-
eration that due to its number, quantity, or
characteristics does not fall within normal
business practices, and which cannot be
reasonably justifed by the counterparty.

» Confdentiality: The law strictly prohibits
informing the counterparty that they have
been the subject of a ROS (legal privilege).

2. Absence of Suspicious Activity Report
(AROS - Reporte de Ausencia de Opera-
ciones Sospechosas):
* Nature: It is a periodic compliance report.
» Periodicity: It must be submitted quarterly.
» Purpose: It serves to certify to the author-
ity that, during the immediately preceding
quarter, the company’s monitoring system
functioned correctly, and no red fags were
detected that warranted the issuance of a
ROS.

3. Business Ethics and Other Customary Ob-
ligations

The global business environment demands that
corporate ethics transcend formal declarations of
principles and materialize into auditable and strict-
ly documented risk management systems. In Co-
lombia, the prevention of corruption and bribery
has been institutionalized through a mandatory
regulatory framework, rigorously monitored by the
Superintendence of Companies.

Under an approach of international regulatory
compatibility, the adoption of these schemes is not
solely driven by compliance with local legislation
(such as Law 1778 of 2016 on Transnational Brib-
ery and Law 2195 of 2022 on Transparency and
Anti-Corruption). It constitutes, in fact, the principal
mechanism of “Corporate Immunity” and legal de-
fense against legislation with extraterritorial reach,
such as the United States’ Foreign Corrupt Prac-
tices Act (FCPA) or the United Kingdom’s UK Brib-
ery Act. The structuring of ethical corporate gover-
nance prevents the imposition of exorbitant fnes,
disqualifcation from contracting with the State,
the cancellation of corporate registrations, and ir-
reversible reputational damage among investors
and the market.

3.1. Transparency and Business Ethics Pro-
grams (PTEE) and Transnational Corruption

The Transparency and Business Ethics Program
(PTEE) is the self-regulation and management
mechanism designed specifcally to identify, mea-
sure, control, and monitor the risks of Corruption
(C) and Transnational Bribery (ST). Unlike SAGRI-
LAFT, which focuses on the fow of illicit capital,
the PTEE centers on the integrity of transactions,
interactions with public offcials, and commercial
practices between private parties.
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Mandatory Nature and Regulated Entities:
The requirement to implement a comprehensive
PTEE is determined by a combination of fnan-
cial, sectoral, and operational variables. As with
other management systems, obligations arise
automatically upon reaching certain thresholds.
Companies required to adopt a PTEE include,
among others, those that meet the following
concurrent criteria as of December 31 of the im-
mediately preceding year:

1. Be subject to the supervision or control of
the Superintendence of Companies.

2. Have conducted international business or
transactions of any nature (imports, ex-
ports, investments) exceeding 100 SM-
MLV (approx. USD $43,201).

3. Have total income or total assets equal to
or greater than 30,000 SMMLV (approx.
USD $12,960,418).

Likewise, the regulations establish substantially
lower thresholds (from 3,000 SMMLV, approx.
USD $1,296,042) for sectors considered at high
risk of contractual corruption, such as pharma-
ceuticals, infrastructure and construction, man-
ufacturing, mining and energy, and information
technology.

Transnational Corruption vs. Local Corrup-
tion: The design of the PTEE requires distin-
guishing between two main criminal phenom-
ena, whose risk matrices must be evaluated
independently:

* Transnational Bribery (ST): This occurs
when a legal entity, through its employees,
administrators, directors, associates, or con-
tractors, gives, offers, or promises a foreign
public servant sums of money, objects of
value, or any beneft or utility, in exchange

for the public servant performing, omitting,
or delaying an act related to the exercise of
their functions and in connection with an in-
ternational business or transaction.

* Local and Private Corruption: This en-
compasses irregular practices both in the
domestic public sphere (offers to offcials of
Colombian government entities) and in the
private corporate sphere (acts of commer-
cial bribery to favor suppliers or alter private
bidding processes).

Structure and the Role of the PTEE Compliance
Offcer: The operation of the PTEE falls upon
the Compliance Offcer. The Superintendence of
Companies allows the same person designated
as the SAGRILAFT Compliance Offcer to also as-
sume the role for the PTEE, provided the company
documents and justifes that they have the opera-
tional, technical, and human capacity to exercise
both functions without compromising their effec-
tiveness. The system requires the approval of the
manual by the Board of Directors, the execution of
a specifc risk matrix, periodic compliance audits,
and continuous training programs at all levels of
the organization.

3.2. Key Internal Policies: Contracting Manu-
al, Conficts of Interest, and Whistleblowing
Channels

The true effciency of the PTEE and the real pro-
tection of the company are not achieved sole-
ly with the issuance of a general manual. The
mainstreaming of corporate ethics is required
through three internal policies for daily execu-
tion, which must be mandatorily incorporated
into the internal work regulations, employment
contracts, and commercial agreements with
third parties.
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1. Contracting and Third-Party Management
Manual: International investigations under the
Foreign Corrupt Practices Act show that approx-
imately 90% of corruption sanctions involve the
use of third parties (consultants, intermediaries,
customs agents, or lobbyists)°. The Contracting
Manual must shield the company by establish-
ing unavoidable procedures prior to establishing
a commercial relationship.

« Due Diligence): Every supplier or con-
tractor must undergo scrutiny to verify their
suitability, reputation, and background.
“Red fags” must be identifed, such as
unusually high commissions, requests for
cash payments or offshore accounts, or
the lack of physical infrastructure propor-
tional to the service provided.

« Anti-Corruption Clauses: It is peremp-
tory to include legal compliance clauses
in every representative contract that ex-
pressly prohibit the payment of bribes. Ad-
ditionally, the company must reserve the
right to immediate, unilateral termination of
the contract with just cause upon reason-
able suspicion of corrupt practices, without
the right to compensation.

2. Confict of Interest Management: A confict
of interest arises when the personal, family, or
fnancial spheres of an administrator, director,
or employee interfere, or have the potential to
interfere, with the duty of loyalty and the objec-
tive interests of the company. Colombian com-
mercial regulations (Law 222 of 1995) are strict
regarding the responsibility of administrators in
this area.

* Prevention and Registration: The policy
must mandate proactive declaration. It is
advisable to institute a centralized confict
of interest registry, which must be complet-
ed by all personnel upon hiring and updat-
ed at least annually, or immediately when
a supervening event arises (e.g., a family
member assumes a relevant public offce).

* Recusal Procedure: Once a confict (po-
tential or real) is declared, the protocol
must require the immediate separation of
the employee or administrator from the
decision-making, bidding, or contracting
process that generates the collision of in-
terests, delegating the determination to an
independent committee or the Sharehold-
ers’ Assembly.

3. Whistleblowing Channels and Internal
Investigations: The early detection of acts of
corporate corruption or bribery depends almost
exclusively on reports coming from the collabo-
rators or suppliers themselves. Companies are
obliged to institute technical, secure, and acces-
sible whistleblowing channels.

* e<Protection Guarantees: The whis-
tleblowing channel policy must normatively
enshrine the right to anonymity, strict con-
fdentiality of information, and a zero-tol-
erance policy against any type of labor,
economic, or personal retaliation against a
good-faith whistleblower.

* elnvestigation Protocols: Receiving a
complaint is only the initial step. The sys-
tem requires a documented protocol de-
tailing the classifcation of the complaint,
the maximum deadlines for initiating an

5> “Beyond Borders: Navigating Global Business Compliance with the FCPA”, Adams & Reese. https://www.adamsandre-
ese.com/insights/navigating-global-business-compliance-with-the-fcpa#:~:text=The%20FCPA%20als0%20prohibits%20

corrupt,and%20others%20representing%20the%20company.
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https://www.adamsandreese.com/insights/navigating-global-business-compliance-with-the-fcpa#:~:text=The%20FCPA%20also%20prohibits%20corrupt,and%20others%20representing%20the%20company.
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investigation, the establishment of an evi-
dentiary chain of custody, and the appoint-
ment of an impartial investigating commit-
tee. This committee must issue binding
recommendations leading to disciplinary
sanctions, remediation plans, or, when
required by law, the fling of criminal com-
plaints with the Attorney General's Offce
(Fiscalia General de la Nacion). It is rec-
ommended that the administration of this
channel be outsourced to ensure maxi-
mum transparency and impartiality before
international auditors.

4. CORPORATE SOCIAL RESPONSIBILITY
(CSR) AND SUSTAINABILITY

Contemporary regulatory compliance has tran-
scended mere legal risk mitigation to consolidate
itself as a pillar of value creation. In the context
of foreign investment, Corporate Social Respon-
sibility (CSR) and sustainability should not be
understood as accessory or purely philanthrop-
ic concepts. On the contrary, the integration of
these practices demonstrates how regulatory
compliance becomes a competitive advantage.
Under an approach of international regulatory
compatibility, alignment with global sustainability
standards is frequently an unavoidable require-
ment for accessing foreign capital, participating
in global supply chains, and mitigating reputa-
tional risks.

4.1. Voluntary CSR Standards and Obliga-
tions

Historically, the structuring of CSR initiatives in
the Colombian jurisdiction has been based on

the principle of voluntariness, operating outside
strict legal obligations. However, the evolution
of corporate law and the pressure from fnancial
markets have generated a phenomenon of the
legal materialization of ESG (Environmental,
Social, and Governance) criteria.

Atransition is evident where voluntary standards
acquire binding force. When a foreign company
or its Colombian subsidiary decides to adopt in-
ternational reference frameworks (such as the
United Nations Global Compact or GRI stan-
dards) and formally incorporates them into its
good governance codes, corporate bylaws, or
operational manuals, these cease to be mere
statements of intent. Upon being approved by
the governing bodies, their compliance becomes
mandatory for the company’s administrators.
The omission or negligence in the execution of
these self-imposed policies can lead to liability
towards shareholders for violation of the fducia-
ry duties of care and loyalty.

Additionally, CSR obligations are frequently stip-
ulated contractually in supply chains. Corpora-
tions impose on their local suppliers compliance
with codes of conduct that include strict audits
on labor practices, human rights, and environ-
mental impact management. In this scenario,
CSR operates as a barrier to entry; the inability
to accredit these practices excludes the compa-
ny from high-value commercial relationships.

To guarantee effective implementation and avoid
the risk of greenwashing (laundering corporate
image without real actions), a clear institutional
architecture is required within the company, as
illustrated below:
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Figure 2: Corporate Governance Ecosystem
(Approval of CSR and Ethics Policies)

SHAREHOLDERS’ ASSEMBLY

Defnes the higher purpose and approves
statutory reforms (e.g. BIC Status)

Delegates /
Directs

Accounts
to

BOARD OF DIRECTORS
Designs and approves the sustainability strategy,

Ethics policies (PTEE) and non-fnancial KPIs

Mandates /
Supervises

Reports
(Audits/KPls)

MANAGEMENT / COMPLIANCE OFFICER

Executes operational policies, manages CSR,
monitors ethical risks and consolidates results

In this ecosystem, the Shareholders’ Assembly defnes the higher purpose of
the company; the Board of Directors designs and approves the sustainabili-
ty strategy, establishing non-fnancial key performance indicators (KPIs); and
Management executes the policies and reports the results, ensuring that ethics
and CSR permeate all business operations.

4.2. Beneft and Collective Interest Compa-
nies (BIC)

The most signifcant advance in Colombian
corporate legislation to formalize sustainability
is the fgure of Beneft and Collective Interest
Companies (BIC). Introduced through Law 1901
of 2018 and subsequently regulated, BICs rep-
resent the legal materialization of new trends in
CSR, formally evidencing how regulatory com-
pliance becomes a competitive advantage.

It is imperative to specify that the BIC condition
does not constitute a new or independent cor-
porate type. A Simplifed Joint Stock Company
(S.A.S.) or a Corporation (S.A.) maintains its
commercial nature and general rules but volun-
tarily adopts this designation as a corporate “la-
bel” endorsed by the State. This decision trans-
forms the traditional fduciary duty: the company
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expands its purpose, statutorily obliging itself to
generate a verifable positive impact on society
and the environment, alongside the pursuit of
economic proftability.

Adoption and Maintenance Requirements:
For a company to hold and maintain the “BIC”
designation, it must comply with rigorous formal
requirements:

1. Bylaw Amendment: Requires the ap-
proval of the highest corporate body
(Shareholders’ or Partners’ Assembly) to
modify the company’s purpose, express-
ly and detailed, including the beneft and
collective interest activities it commits to
undertake.

2. Impact Dimensions: Statutory activities
must be framed within fve mandatory
dimensions: Business Model, Corporate
Governance, Labor Practices, Environ-
mental Practices, and Community Prac-
tices.

3. Independent Management Report:
The administration is obliged to present
annually, along with the year-end fnan-
cial statements, an impact management
report prepared under a globally recog-
nized independent methodological stan-
dard. This report must be publicly avail-

able, and its omission leads to the loss
of BIC status by the Superintendence of
Companies.

Competitive Advantages of BIC Status: By
adopting this legally binding framework, the
company accesses tangible benefts provided
by the National Government that justify the stra-
tegic decision:

» Tax Benefts: Preferential treatment in the
taxation of profts distributed to workers in
the form of shares, fostering the alignment
of interests and talent retention.

» Access to Financing: Preferential condi-
tions for requesting loans from Bancoldex
(Colombia’s business development bank).

* Public Procurement: Assignment of ad-
ditional points and tie-breaking criteria in
favor of BIC companies in public bidding
and State contracting processes.

* Legal Protection for Administrators:
Because the social and environmental pur-
pose is formally enshrined in the bylaws,
directors are legally protected against
potential claims from minority sharehold-
ers for making decisions that beneft oth-
er stakeholders at the expense of purely
short-term fnancial proft maximization.
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The Colombian labor re-
gime is characterized by a
comprehensive regulatory
framework aimed at ensur-
ing minimum conditions of
decent work and stability in
employment relationships.
Labor regulations are,
as a rule, mandatory and
non-waivable, meaning that
the parties may not agree
upon conditions less favor-
able than those established
by law.

1. GENERAL FRAMEWORK OF THE LABOR
REGIME IN COLOMBIA.

This aspect is particularly relevant for domestic
and foreign investors, who must consider that
any employment relationship performed in Co-
lombia, regardless of the nationality of the par-
ties, is governed by Colombian labor law.

1.1. Introduction to the Colombian Labor
Market

According to information published by the Na-
tional Administrative Department of Statistics
(Departamento Administrativo Nacional de Es-
tadistica — DANE), Colombia has an econom-
ically signifcant and diverse population, with
relevant employment participation in sectors
such as services, commerce, manufacturing,
and extractive activities. The main urban areas
concentrate the largest proportion of formal em-
ployment, facilitating access to skilled and semi-
skilled labor for the development of business
activities.

The Colombian labor market combines workers
with different levels of education — profession-
als, technicians, and operators — enabling com-
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panies to structure hiring schemes aligned with
their operational needs. However, DANE has
also identifed levels of informality in certain sec-
tors and regions of the country, a circumstance
that must be considered when designing expan-
sion and human talent management strategies.

Regarding income, the current statutory month-
ly minimum wage (S.M.L.M.V. for the acronym
in Spanish for Salario Minimo Legal Mensual
Vigente) constitutes a fundamental pillar of the
labor system. This wage is set annually through
a concertation process between the National
Government, labor unions, and business associ-
ations. If no agreement is reached, the Govern-
ment is empowered to establish it unilaterally,
considering economic and social criteria.

1.2. Individual Dimension: Rights and Obli-
gations of the Worker and the Employer

From the individual perspective, Colombian la-
bor law regulates the relationships arising be-
tween the employer and the worker as a result
of the personal provision of services, under sub-
ordination and in exchange for remuneration.

The legislation recognizes a set of minimum
rights in favor of the worker, among which the
following stand out: the right to receive remu-
neration not less than the S.M.L.M.V., access to
social benefts, compliance with the maximum
legal working hours, paid rest, and enrollment
in the Comprehensive Social Security System
(Sistema General de Seguridad Social Integral).

For their part, employers have the power to or-
ganize, direct, and control work activities, within
the limits established by law. Among their main
obligations are the timely payment of wages and
social benefts, the enroliment of workers in the
social security system (health, pension, and oc-
cupational risks), and compliance with occupa-
tional health and safety regulations.

1.3. Collective Dimension: Unions, Collec-
tive Bargaining, and Right of Association

The collective dimension of Colombian labor law
regulates the relationships between employers
and organized workers, as well as the mecha-
nisms for representation and collective bargaining.

The Political Constitution of Colombia recogniz-
es and protects the right of union association,
allowing workers to form unions, join them, or
freely withdraw, without the need for prior au-
thorization. Union organizations may exercise
functions of representation and defense of the
collective interests of workers. Through unions,
the right to collective bargaining is exercised,
the outcome of which is materialized in collective
bargaining agreements (convenciones colecti-
vas de trabajo) that regulate working conditions
and which, as a general rule, exceed the statu-
tory minimums. These agreements are binding
upon the parties during their validity.

In the absence of union organizations, the legis-
lation permits the execution of collective agree-
ments (pactos colectivos) with non-unionized
workers, which also regulate working conditions,
provided they are not used as mechanisms to
adversely affect freedom of association.

2. MODALITIES OF PERSONNEL ENGAGE-
MENT

Colombian labor legislation provides various
modalities for the engagement of personnel,
which allow employers to structure their opera-
tions in accordance with the needs of the busi-
ness, while remaining within the current legal
framework. The correct selection of the type of
engagement is essential to mitigate labor risks,
sanctions, and fnancial contingencies.



Legal Guide

to doing business in Colombia

2026

In general terms, engagement modalities may
be grouped into two broad categories:

I. direct employment engagement, through the
employment contract; and

ii. outsourcing or indirect hiring schemes,
which are subject to specifc legal limitations.

2.1. Employment Contract

The employment contract is the primary form of
employment engagement in Colombia and is es-
tablished when the following essential elements
concur:

I. the personal provision of services,

ii. subordination or dependence with respect
to the employer, and

iii. the payment of remuneration as consider-
ation for the work performed.

The existence of an employment contract does
not depend on its designation or the form adopt-
ed by the parties, but rather on the actual devel-
opment of the relationship. Consequently, even
when the parties attempt to conceal an employ-
ment relationship under another contractual ar-
rangement, the law presumes the existence of
an employment contract if its essential elements
are established.

The employment contract may be entered into
verbally or in writing; however, in the specifc
cases of fxed-term contracts, contracts for the
duration of a specifc task or project, or appren-
ticeship contracts, it must be executed in writing.

2.1.1. Contracts According to Their Duration

Employment contracts may be classifed ac-
cording to their duration, as follows:

CONTRACTS ACCORDING TO THEIR DURATION

Fixed Term

Indefnite Term

Duration of a
Specifc Task or

Occasional,
Incidental, or

Project Transitory

* Indefnite dura-
tion.

* If an employ-
ment contract is
verbal, it shall
be deemed in-
defnite, even if
nothing has been
agreed upon by
the parties in this
regard.

*Determined duration in time and not ex-
ceeding 4 years (including all renewals).

* Must be executed in writing.

* Types of renewal:

(a) Agreed: agreed upon in writing be-
tween the parties, without exceeding the
total limit of four years, with the obligation
that, after the fourth renewal in contracts
of less than one year, the term shall not be
less than 1 year.

(b) Automatic: applies automatically if nei-
ther party expresses its intention to termi-
nate the contract with at least 30 days’ pri-
or notice, without exceeding the maximum
limit of 4 years.

* Duration defned
by the time re-
quired to complete
a specifc task or
project.

* The contract-
ed task or project
must be duly de-
scribed in the con-
tract.

* Must be execut-
ed in writing.

* Entered into
for the perfor-
mance of tasks
other than the
normal activities
of the company.

*Its duration
is less than 1
month. No pri-
or notice is re-
quired for its ter-
mination.
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2.1.2. Trial Period

Its purpose is for the employer to assess the
employee’s aptitudes for the position for which
he or she was hired, and for the employee to
evaluate the suitability of the working conditions.
During this period, which must be agreed upon
in writing, either party may terminate the em-
ployment contract without prior notice and with-
out payment of statutory severance, stating the
reasons for which the probationary period was
not satisfactorily completed.

In the case of indefnite-term contracts, the pro-
bationary period may not exceed 2 months. In
fxed-term contracts, the probationary period
may not exceed one-ffth of the agreed term,
and in no event may it exceed 2 months.

2.2. Outsourcing and Back Offce

In addition to direct employment, the Colombian
legal system allows companies to resort to out-
sourcing and third-party engagement schemes
for the development of certain activities. How-
ever, these modalities are subject to strict legal
limitations, especially when they involve core or
permanent activities.

An inadequate structuring of outsourcing
schemes may result in the declaration of the ex-
istence of direct employment relationships, as
well as administrative sanctions by the Ministry
of Labor.

2.2.1. Service Agreement
Prestacion de Servicios)

(Contrato de

The service agreement is an arrangement of a
civil or commercial nature, used for the engage-
ment of individuals or legal entities that work with
technical and administrative autonomy, without

employment subordination. Under this type of
contract, the contractor assumes the payment
of his or her social security contributions.

However, in practice, this arrangement rep-
resents one of the main sources of legal risk,
given that the presence of subordination, sched-
ules, permanent instructions, or exclusivity may
lead to the reclassifcation of the contract as an
employment contract. For this reason, it is rec-
ommended that the use of service agreements
be limited to specialized, temporary, or clearly
independent activities from the main business
operation.

2.2.2. Temporary Service Companies (Em-
presas de Servicios Temporales)

Temporary service companies (EST, for their
Spanish acronym) are entities legally autho-
rized to supply workers on assignment to user
companies, in the cases expressly permitted by
law, such as temporary replacements, transitory
increases in production, or the performance of
occasional tasks.

Under this scheme, the employment relationship
exists between the worker and the temporary ser-
vice company, while the user company exercises
functional supervision. The use of workers on as-
signment outside the permitted cases or for pe-
riods exceeding those authorized may generate
joint and several liability for the user company.

From a compliance perspective, engagement
through EST constitutes a valid and fexible al-
ternative, provided that the temporal and mate-
rial limits established by labor regulations are
observed.
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3. PAYMENTS ARISING FROM THE EMPLOYMENT RELATIONSHIP
3.1. Wages

Wages constitute the direct compensation that the employee receives in exchange for the personal
provision of his or her subordinated services in favor of the employer.

(a) Wage Modalities

MODALITY DESCRIPTION MINIMUM AMOUNT

An ordinary salary remunerates the regular work.
When applicable, regular pay must be supple-
mented to accommodate for (i) overtime pay or
night work; (ii) pay for work on mandatory rest
days; (iii) percentage of sales and commissions;
(iv) salary-nature bonus such as the ones deter-
mined by the employee’s individual performance;
Ordinary (v) permanent travel expenses for employee’s
meals and lodging, and (vi) any payment given
as direct compensation of the services provided
by the employee in general.

2026
COP $1.750.905 (approx.
USD $432,01)".

The employees that earn one ordinary salary
have the right to earn the social payments pro-
vided by the law, as explained below.

Compensation that, in addition to remunerating
ordinary work, compensates in advance the val-
ue of social benefts, surcharges, and all types
of claims ordered by law, with the exception of
vacation. The comprehensive wage agreement | 2026

Integral/ must be in writing to be valid. This modality may | COP $22.761.765 (approx.
All Inclusive only be agreed upon with employees earning a | USD 5.616,18)
salary greater than 10 S.M.L.M.V. This type of
salary is composed of a fxed sum of not less
than 10 S.M.L.M.V. plus the employer’s beneft
factor, which in no event may be less than 30%
of said amount.

1 For the calculation of the amounts in USD, an exchange rate of COP 4,052.89 per USD was used.
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3.2. Non-Statutory Benefts

In Colombia, employers may grant non-statuto-
ry benefts or non-mandatory payments as part
of their compensation strategy. These benefts
are divided according to their nature into sala-
ry-based and non-salary-based, depending on
whether or not they remunerate the direct provi-
sion of services.

On the one hand, payments that remunerate the
service constitute wages for all legal purposes.
Consequently, they are included in the calcu-
lation base for social benefts, vacation, sever-
ance payments, social security contributions,
and parafscal charges, regardless of the desig-
nation given to them by the parties. This catego-
ry includes, for example, individual performance
bonuses, commissions, among others.

On the other hand, non-salary benefts, as they
do not constitute wages, are excluded from the
calculation base for social benefts and social
security contributions, provided that such exclu-

sion is expressly stated in writing, whether in the
employment contract or in a separate document
(for example, an addendum or corporate policy).

It is important to pay special attention to the na-
ture and treatment of these payments since, as
emphasized, any payment that constitutes direct
remuneration for services must be considered
wages without exception, so that any agreement
to the contrary shall be ineffective. From the in-
vestor's perspective, adequate documentary
structuring of these benefts is essential to opti-
mize labor costs, ensure regulatory compliance,
and mitigate contingencies in labor and social
security matters.

3.3. Fringe Benefts
Every employer is obligated to pay the following

fringe benefts to employees receiving ordinary
wages, regardless of the contract term:
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PAYMENT
PERIOD

DESCRIPTION

Severance
Aid

Annual

Employers must make an annual deposit in a severance aid fund
with which the employee is affliated. The value of severance aid
is equivalent to 1 month’s salary for each year of services and
proportional to the fraction of the year.

This appropriation must be made before February 15 of each year
in the individual account of the employee, or must the aid be paid
to the employee upon termination of the employment contract.

A lack of timely provision and deposit in the correspondent unem-
ployment aid fund generates a penalty of one day of salary per
each day of delay until effective payment is verifed during the
term of the employment relationship, or until the date when the
employment contract ends, whichever occurs frst.

Interest on
Severance Aid

Annual

Interest on Unemployment Aid is equivalent to 12% per annum on
the balance of each year’s severance aid owed to the employee
as of December 31 of the preceding year, which must be paid no
later than January 31 of the next year of the severance aid as-
sessment.

Service
Bonus

Semi-annual

Equivalent to 15 days of salary for each semester of service or
proportionally for fractions thereof, and must be paid no later than
June 30 and December 20 of each year.

Work Clothing
and Footwear

Every
4 months

Consists of a pair of shoes and a set of work clothing (trousers
and shirt) appropriate for the task to be performed by the worker.
This beneft must be delivered three times per year (no later than
April 30, August 31, and December 20 of each year). Employ-
ees earning up to the equivalent of 2 times the S.M.L.M.V. — COP
3,501,810 for 2026 (approx. USD $864) — and who have been
rendering their services for at least 3 months are entitled to this
beneft.

3.4. Transportation / Connectivity Allowance

The employer must pay all workers earning up
to the equivalent of 2 times the S.M.L.M.V. (COP
3,501,810 — approx. USD $864) a fxed sum an-
nually established by the National Government

that the workers reside at a distance greater
than 1 kilometer from their workplace. It shall not
be recognized if the company provides transpor-
tation to the workplace.

to subsidize transportation expenses, provided
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The transportation allowance for the year 2026 3.5. Contributions to the Integral Social Se-
is the sum of COP $249,095 (approx. USD curity System

$61.46). In cases of disability leave, vacation, or

other leaves, there is no obligation to pay this al- The Social Security System is composed of the
lowance. This allowance is included in the base pension subsystem (Pensions), the health subsys-
for the calculation of social benefts, by express tem (Health), and the occupational risk subsystem

legal provision. (Occupational Risks).

Similarly, under telework arrangements, the em- All employers are obligated to enroll their workers
ployer must recognize a connectivity allowance, in the Integral Social Security System and to make
intended to cover the worker’s internet and tele- monthly, complete, and timely contributions on
communications expenses. This allowance corre- their behalf.

sponds to the same amount as the transportation

allowance and applies under the same conditions. The contribution percentages to the Social Secu-

However, the worker may only receive one of the rity System are described below:
two allowances, depending on whether his or her
work modality is in-person or remote.

Contributions (% of salary)*

Subsystem Employee Employer
Pensions 4% 12%
Health 4% 8.5%**
Labor Risks*** - Between 0.348% and 8.7%
Pension Solidarity Fund**** Between 1% and 2% -

*The non-salary benefts or payments shall be exempt from contributions to the Integral Social Security System in a por-
tion that does not exceed 40% of the employee’s total remuneration. A portion that exceeds such limits must be included
in the base for contributions to the Integral Social Security System (Law 1393 of 2010).

** The following employers are exempted from paying the 8.5% of contributions to the health system: 1) Income tax-
payers for employees that earn less than 10 S.M.L.MV. 2) physical employers for the employees that earn less than 10
S.M.L.M.V. , 3) Temporary Unions, Consortiums and autonomous patrimonies, which are employers for those employees
who earn less than 10 S.M.L.M.V. 4) Free Trade Zones users. This exemption does not apply to employers regarding their
employees who earn 10 Monthly Legal Minimum Wages or more or to entities which belong to the Special Tax Regime. It
also does not apply to physical employers who hire less than two (2) employees.

***The percentage of the contributions for Labor Risks varies in accordance with the insured risk. This risk is defned by
the kind of activity to be carried out.

**** The contribution percentage to the Pension Solidarity Fund varies according to the worker’s salary. If the worker’s
monthly salary exceeds the equivalent of 4 S.M.L.M.V. (COP $7,003,620 — approx. USD $1,728), an additional contribu-
tion of 1% is required. If the worker’s monthly salary equals or exceeds the equivalent of 16 S.M.L.M.V. (COP $28,014,480
— USD $6,912 approx.), an additional contribution shall be made, according to the salary amount, which may range be-
tween 0.2% and 1% additional.
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In case the employee receives an all-inclusive
salary, contributions to the Integral Social Se-
curity System shall be calculated on 70% of his
or her salary, and not on the 100% applicable
to workers receiving ordinary wages. The max-
imum contribution base for the General Social
Security System shall be 25 S.M.L.M.V. (COP
$43,772,625 — USD $10,800 approx.).

Colombia has entered into bilateral social secu-
rity agreements with Argentina, Chile, Ecuador,
Spain, Peru, and Uruguay. Through these trea-
ties, the aim is to ensure that nationals of the
contracting countries validate the time contribut-
ed to the Pension System of any of the countries
(as applicable under the treaty) in order to rec-
ognize old-age, disability, or survivor pensions,
under the conditions and with the characteristics
of the legislation of the country of residence of
the worker at the time of requesting the pension.

Additionally, in 2024, a reform to the pension
system in Colombia was approved, establish-

ing a comprehensive social protection system
for old age, disability, and death, through the
recognition of individuals’ rights through a pil-
lar-based system, grounded in the principles
of universality, solidarity, and effciency. In any
event, this reform is currently under review by
the Constitutional Court, and therefore its imple-
mentation remains uncertain. The adjustments
do not change the monthly payments owed by
the employer and worker for contributions to the
system.

3.6. Payroll taxes

Employers who have more than one perma-
nent employee are required to make additional
payments directly to the Colombian Institute of
Family Welfare (ICBF in Spanish), to the Nation-
al Apprenticeship Service (SENA in Spanish)
and to the Family Compensation Funds (CCF in
Spanish). The following table shows the payroll
percentages to be paid to each of these entities:

% OF PAYROLL

ENTITY
<10 S.M.L.M.V.* > 10 S.M.L.M.V.
CCF** 4% 4%
SENA 0% 2%
ICBF 0% 3%

* The following are exempt from SENA and ICBF contributions: (1) companies and legal entities and sim-
ilar entities that are declarant taxpayers of income tax and supplementary taxes, with respect to workers
who individually earn less than 10 statutory monthly minimum wages; (2) individual employers, with re-
spect to employees who earn less than 10 statutory monthly minimum wages; (3) consortiums, temporary
unions, and autonomous trusts employing workers who individually earn less than 10 statutory monthly
minimum wages; (4) Free Trade Zone users. The exemption does not apply to employers of workers
earning 10 or more statutory monthly minimum wages, entities classifed under the Special Tax Regime,
and individuals employing fewer than two workers.

The CCFs grant employees whose remuneration does not exceed 4 S.M.L.M.V. (COP $7,003,620 — ap-
prox. USD $1,728) a family subsidy consisting of a sum of money in in-kind payments and services. Its
fundamental purpose is to alleviate the economic burdens associated with supporting the family, as the

basic nucleus of society.
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3.7. Apprentices

Every employer with more than 20 employees
must hire one apprentice for every 20 work-
ers and one additional apprentice for every 10
workers or additional fraction not exceeding 20.
Companies with between 15 and 20 workers
shall have one apprentice. This engagement is
carried out through a special fxed-term employ-
ment contract, which entails the comprehensive
application of labor rules.

If the employer does not hire the apprentices re-
quired by law, it may opt to monetize the quota,
which entails paying SENA a monetization fee
equivalent to 1.5 S.M.L.M.V. (USD $648 ap-
prox.).

4. WORKING HOURS

In Colombia, the regulation of working hours di-
rectly impacts the operation, costs, and regula-
tory compliance of companies. The law provides
for different working hour modalities to balance
productivity and labor rights.

While there are multiple schemes for the dis-
tribution of working time — including ordinary,
special, fexible, and exceptional working hours
— this document shall address only those that,
from a practical and business perspective, are
most relevant: the maximum legal working hours
and fexible working hours.

4.1. Maximum Legal Working Hours

The ordinary working day is the time during
which the worker is rendering services and shall
correspond to what is agreed upon by the par-
ties, without exceeding the legal limit. The max-
imum legal working day is 44 hours and, as of
July 16, 2026, shall be 42 hours per week.

By agreement between the parties, the maxi-
mum legal working day may be distributed from
Monday to Friday for the sole purpose of not
working on Saturdays. Working hours during
each day must be distributed in at least 2 sec-
tions, with a break that is rationally adapted
to the nature of the work and the needs of the
workers (which is not counted within the working
day). The maximum legal working day may be
extended by up to 2 hours per day and 12 hours
per week. These hours are referred to as over-
time or supplementary work.

Night work is performed between 7:00 p.m. and
6:00 a.m. Night work, because of the sole fact
of being nocturnal, is remunerated with a sur-
charge of 35% over the value of daytime work.
Workers holding positions of management, trust,
and oversight are excluded from the regulation
on maximum legal working hours.

4.2. Flexible Working Hours

The parties to the employment contract may agree
to organize successive work shifts every day of
the week, without exceeding 6 hours per day or 36
hours per week. In this case, no night surcharge or
surcharge for work on Sundays or public holidays
shall apply, but the worker shall earn the salary
corresponding to the ordinary working day.

Likewise, they may agree on a fexible working
day of 42 hours per week, distributed over a max-
imum of 6 days. Under this modality, the number
of daily working hours may not be less than 4 or
greater than 9, and overtime surcharges shall not
apply, provided that the worker does not exceed
the maximum legal working day.
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4.3. Mandatory Rest Periods
(a) Paid Rest on Sundays and Public Holidays

The employer is obligated to grant paid Sunday
rest to all its workers and paid rest on civil and
religious public holidays. This remuneration is
included within the monthly salary.

If the worker works on Sundays on an occasion-
al basis (up to 2 Sundays during the calendar
month), the worker must be paid a surcharge of
80%* on the ordinary wage in proportion to the
hours worked, or be granted a compensatory
rest day to be enjoyed on another working day
of the following week, at the worker’s election.

If the worker works on Sundays on a habitual
basis (three or more Sundays during the calen-
dar month), the worker must be paid both the
80% surcharge on the ordinary wage in propor-
tion to the hours worked and additionally grant-
ed 1 compensatory paid rest day to be enjoyed
on another working day of the following week.

Additionally, the parties may agree that any day
of the week shall be the mandatory rest day in-
stead of Sunday and, therefore, for all legal pur-
poses, the chosen day shall be considered as if
it were Sunday (in the absence of an agreement,
Sunday shall be deemed the rest day).

(b) Annual Paid Vacation
All workers are entitled to enjoy 15 business

days of paid vacation for each year of service
and proportionally for fractions of a year.

Every worker must enjoy at least 6 continuous
business days of vacation per year, and the re-
maining vacation days may only be accumulat-
ed for up to 2 periods and, in some cases, for
up to 4 years. Vacation may be compensated in
cash by mutual agreement of the parties for up
to half of the accrued vacation, and the worker
must enjoy the other half as time off. Monetary
recognition may also be made when the employ-
ment contract terminates, and the worker has
not taken his or her vacation.

4.4. Surcharges for Night Work, Sunday, Pub-
lic Holiday, and Supplementary Work

The following table shows the applicable sur-
charges in the performance of the employment
relationship:

Night surcharge Daytime hour x 35%

Sunday or public holiday

1 0,
work (daytime) Daytime hour x 180%

Sunday or public holiday

1 0
work (nighttime) Daytime hour x 215%

Daytime overtime Daytime hour x 125%

Nighttime overtime Daytime hour x 175%

Daytime overtime on Sun-

1 0,
day or public holiday | D2Ytime hour x 205%

Nighttime overtime on

i 0
Sunday or public holiday | D2Ytime hour x 255%

* The surcharge for work on Sundays shall increase progressively until reaching 100%, as follows: as
of July 1, 2026, it shall be 90%, and as of July 1, 2027, it shall be 100%.
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4.5. Leaves

Type of Leave
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Duration

General Description

Key Aspects for the

Maternity Leave

18 weeks
(20 in the case of
multiple births). Be-
gins one week prior
to delivery.

Applies to pregnant
employees and adop-
tive mothers.

Company
Prohibition of dismissal due
to pregnancy or breastfeed-
ing except for just cause au-
thorized by the Ministry of
Labor.

Companies  with  capital
>1,500 S.M.L.M.V. (USD
$648,021 approx.) or >50 fe-
male employees are required
to have a breastfeeding
space. A breastfeeding break
of 1 hour per day during the
frst 6 months must be grant-
ed; 30 minutes up to 2 years
if continuous breastfeeding is
certifed.

Paternity Leave

2 weeks

(possible  extension
up to a maximum of 5
weeks depending on
the structural unem-
ployment rate).

Applies to the spouse,
permanent partner, or
adoptive father.

Requires Civil Birth Registry
(submitted to the EPS with-
in 30 days). Payment shall
be subject to the weeks ef-
fectively contributed to the
Health System.

Shared Parental
Leave

Up to 6 transfer-
able weeks from the
mother to the father
(the frst 12 weeks
are mandatory for the
mother).

Allows parents to
distribute the last 6
weeks of maternity
leave.

May not be fragmented or
taken simultaneously, ex-
cept in the case of certifed
postpartum medical disabili-
ty. Requires prior formal ap-
proval from the employer.

Flexible Part-Time
Parental Leave

Conversion of the
leave period into part-
time work for double
the time chosen.

Allows the exchange
of leave time for part-
time work.

Mother may access from
week 13; father before week
2 of his leave. Compatible
with shared parental leave.

Requires formal approval.
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Duration

General Description

Key Aspects for the

Bereavement Leave

5 business days.

Applies upon the
death of a spouse,
permanent partner, or
relatives up to the 2nd
degree of consan-
guinity, 1st degree of
affnity, and 2nd de-
gree of civil kinship.

Company

Requires proof of death.

Leave for Care of a
Child with Terminal
Iliness or Serious

10 business days
per year.

For parents or custo-
dians of a minor with
a terminal illness or
serious clinical con-

Requires medical certifca-
tion indicating the need for
accompaniment. There must

Attendance at
Specialist Medical
Appointments

Time necessary ac-
cording to the ap-
pointment.

specialized medical
appointments  with
justifcation.

Accident dition resulting from a | be an agreement on dates.
serious accident.
Medical certifcation is re-
quired.
Leave for Allows attendance at

It is recommended to incor-
porate an internal validation
and registration procedure
for absence and payroll con-
trol.

Leave for Judicial
or Administrative
Summons

Time required by the
proceeding.

Applies when the
worker is summoned
by a judicial, admin-
istrative, or legal au-
thority.

Requires formal summons.

Leave for School
Commitments

Time necessary for
the activity.

For attending meet-
ings, evaluations, or
mandatory school ac-
tivities of children or
dependents.

The mandatory nature of at-
tendance must be evidenced.

The creation of a clear inter-
nal policy is advised to pre-
vent abuse.

5. TERMINATION OF THE EMPLOYMENT

AGREEMENT

In general terms and except for legal and consti-
tutional exceptions, employment contracts may
be terminated at any time, without prior notice.

However, the effects of termination vary de-
pending on the type of contract and whether the
contract is terminated with or without just cause.
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5.1. Termination with Just Cause

Termination with just cause proceeds when the
worker engages in any of the conducts express-
ly provided in Article 62 of the Substantive Labor
Code (Cdédigo Sustantivo del Trabajo). These in-
clude, among others, serious breach of contrac-
tual obligations, acts of violence, indiscipline,
persistent poor performance, disclosure of trade
secrets, or serious offenses against morality or
discipline.

For just cause to be valid, it is not suffcient for
the conduct to be contemplated in the regulation;
it is essential that the employer observe due pro-
cess. Case law has consolidated the obligation
to afford the worker the opportunity to be heard
before the decision is made, allowing the worker
to exercise his or her right of defense.

From a risk management perspective, it is rec-
ommended that companies adequately docu-

TYPE OF

EMPLOYMENT INDEMNIFICATION

ment breaches, preserve objective evidence,
and maintain internal work regulations that clear-
ly defne disciplinary offenses and applicable
procedures. If the commission of the offense, or
its severity, is not proven, the employer may be
ordered to pay the statutory severance.

5.2. Termination without Just Cause

The employer may terminate the employment
contract without alleging a specifc cause. How-
ever, this faculty entails the obligation to pay
the worker statutory severance, the amount of
which depends on the type of contract and the
salary earned.

5.2.1. Indemnifcation

(a) Indemnifcation for the termination of the
employment agreement without just cause .

CONTRACT

. The indemnifcation is equivalent to the salaries which correspond to the remain-
Fixed Term . :
ing period of the contract.
For the : : . : . . .

. The indemnifcation is equivalent to the salaries which correspond to the remain-
Duration ing period of the duration of the work, but in no event less than 15 days of salar
of the Work gp ' y Y-

As a general rule, for employees earning a salary of less than 10 times the
S.M.L.M.V (USD $4,320 approx.):
. 30 days of salary for the frst year of employment plus 20 additional days of salary
Indefnite : .
Torm for each subsequent year and pro rata for fractions of a year;
For employees that earn a salary equal, or above, 10 S.M.L.M.V (USD $4,320
approx.): 20 days of salary for the frst year of their services and 15 days of salary
for each following year and proportional to each fraction of a year.
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(b) Severance for Failure to Pay or Incom-
plete Payment of Wages and Social Benefts
upon Termination of the Employment Con-
tract

When, upon termination of the employment con-
tract, the employer fails to pay the worker the
amounts owed for wages or additional benefts
in the proper amount and at the proper time, the
worker shall be entitled to receive as severance
for such delay one day of salary for each day of
delay in payment for up to the frst 24 months
or until payment is made, if it occurred within a
shorter period. As of the twenty-ffth month, if
payment has not been made, default interest
shall accrue at the maximum legal rate until pay-
ment is verifed.

This default severance operates only by judi-
cial ruling and when the employer’s bad faith is
demonstrated.

(c) Severance for Failure to Deposit or In-
complete Deposit of the Severance Pay Al-
lowance in the Corresponding Fund

With respect to workers receiving ordinary wag-
es, employers who fail to deposit or deposit an
incomplete amount of the severance pay allow-
ance in the fund to which they are enrolled shall
be penalized with a severance equivalent to one
day of salary for each day of delay in the deposit
until: (i) full payment is made; or (ii) the employ-
ment relationship terminates, whichever occurs
frst. This severance also does not operate au-
tomatically; it may only be obtained through ju-
dicial proceedings in which the employer’s bad
faith is proven.

5.3. Risks and Best Practices

Termination of the employment contract in Co-
lombia represents one of the main sources of
labor contingencies, particularly in those cases
where the worker enjoys reinforced employment
stability. Under constitutional and legal provi-
sions, certain workers may not be dismissed
unilaterally and without just cause, such as:

(i) women who are pregnant or during the breast-
feeding period; (ii) workers whose spouse, per-
manent partner, or signifcant other is pregnant
or breastfeeding; (iii) employees with union pro-
tection (fuero sindical); (iv) workers who are in
a condition of manifest weakness due to their
health status (which prevents them from per-
forming their duties); (v) workers who are 3 years
or less from meeting the requirements to obtain
the right to an old-age pension; (vi) workers who
have fled complaints of workplace harassment,
under the applicable legal requirements.

Disregard for these guarantees may result in the
ineffectiveness of the dismissal, the obligation of
reinstatement, payment of wages and benefts
not received, as well as additional severance
payments and administrative sanctions. In prac-
tice, cases related to manifest weakness due to
health status constitute the primary source of
confict, given their broad interpretation by con-
stitutional case law.
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Recommended best practices to mitigate risks include: (i) pre-termi-
nation audits to identify potential protections or conditions of reinforced
stability; (ii) rigorous structuring of disciplinary fles with documentary
support; (iii) occupational medical validation when there are relevant
disability leaves or diagnoses; and (iv) adoption of internal termination
protocols aligned with labor compliance policies.

From an investment perspective, the implemen-
tation of these mechanisms reduces exposure
to judicial contingencies, improves fnancial pre-
dictability, and strengthens the labor governance
of operations in Colombia.

6. VIRTUAL WORK

Telework, Work from Home, and Remote
Work

In Colombia, there are three virtual work modalities
— telework, work from home, and remote work —,

each subject to specifc requirements and condi-
tions that regulate the location, working hours, and
labor supervision. These modalities offer benefts
such as fexibility, work-life balance, and access
to subsidies such as the connectivity allowance,
but they also entail risks and limitations, including
responsibilities regarding equipment, safety, oc-
cupational health, and the need to establish clear
policies to ensure regulatory compliance and oper-
ational effciency.

The following is a summary of the modalities:

RISKS / LIM-
MODALITY REQUIREMENTS / CONDITIONS BENEFITS ITATIONS
» The following modalities may be chosen de-| ® Geographic| @ May require
pending on the degree of in-person presence fexibility. greater dis-
required and the needs of the Company: ® Possible  in- cipline and
1. Autonomous. frastructure remote man-
2. Mobile. savings for the agement.
3. Hybrid. company. ® Risk of dis-
4. Temporary. ® Facilitates la- connection
* Voluntary agreement between employer and bor inclusion or diffculty in
worker. (persons with operational
Telework Use of technology to render services without reduced mo- supervision.
permanent physical presence at a specifc bility, etc.). @ Responsibili-

location.

Depending on the modality, the worker
chooses his or her workplace (home or oth-
er).

Requires notifcation to the Ministry of La-
bor and the Occupational Risk Administrator
(ARL).

Requires adoption of an internal policy.

ty for health,
occupational
risks, and er-
gonomics is
maintained.
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REQUIREMENTS / CONDITIONS

BENEFITS

RISKS / LIM-

ITATIONS

®Preserves
temporary la-
bor continuity.

The contract is entered into in Colombia, but | @ Allows hiring| @ Complexity
the worker performs his or her duties from an- talent with in  interna-
other country. global mobili- tional social
The employer must ensure occupational risk ty. security com-
Transna- and health coverage iQ thg country of resi- @ Benefcial for plianc';e..
tional Tele- dgnce and ensure contributions to the Colom- roles. where | @ Add |t|.o nlal
bian system. physical pres- costs in in-
work :
ence is not re- surance and
quired. immigration
compliance.
Agreement between the parties for 100% re- | @ Allows full per- @ The employ-
mote performance through technology. formance of er must pro-
Does not require physical presence or a fxed tasks without,  vide techno-
location. an offce. logical tools
Approval from the ARL and compliance with | @ Useful for and ade-
technical conditions. technology or quate condi-
Remote o :
Work digital profles. tions. _
® May hin-
der  control
of  working
hours  and
goal compli-
ance.
Authorized for sporadic and exceptional sit- @ Rapid re- @ Not a perma-
uations that prevent attendance at the usual sponse to nent structur-
workplace. contingencies al modality.
Work from (such as pan-| @lts applica-
Home demics). tion depends

on specifc
declared cir-
cumstances.
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7. HIRING OF PEOPLE WITH DISABILITIES

Starting in June 2026, companies with up to 500 employees must hire or maintain, as applicable, at
least 2 employees with disabilities for every 100 employees. From 501 employees onward, they must
hire or maintain, as applicable, at least one additional employee with disabilities for each group of 100
employees. For reference, the proportions are understood as follows:

Company Workforce
Range

Minimum number of employees
with disabilities

0- 99 workers 0
100 - 199 workers 2
200 - 299 workers 4
300 — 399 workers 6
400 — 499 workers 8
500 — 599 workers 10
600 - 699 workers 11

8. COLLECTIVE LAW

Collective labor law regulates relationships be-
tween employers and employees’ organizations
during collective bargaining. It also regulates the
defense of employers’ and employees’ common
interests, during collective labor dispute.

8.1. Right of Union Association

Employees are entitled to unionize as part of
their enjoyment of labor rights. This constitution-
al right aims to protect the creation and devel-
opment of unions, as well as to guarantee en-
joyment on the part of the employees to defend
their labor and union interests.

8.2. Trade Unions

Unions are employees’ organizations legally
constituted with the purpose of obtaining and
improving defense of individual and collective
interests as well as consolidating common rights

vis-a-vis their employers. All trade unions need
at least 25 members to be incorporated or to
survive. Trade unions are classifed as a compa-
ny, as industry or as miscellaneous:

Labor unions are classifed as enterprise unions,
industry unions, trade unions, or miscellaneous
trade unions:

e Company union: Constituted by employ-
ees of various professions who render ser-
vices to the same company.

e Industry union or union by economic
activity: Constituted by individuals who
render services to different companies of
the same trade or economic activity.

e Trade union: Constituted by individuals
who belong to the same trade.

* Miscellaneous activities union: made
up by employees of different professions.
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8.3. Collective Bargaining Agreements and
Collective Work Agreements

A Collective Bargaining Agreement is entered
into by one or several employers and one or
several unions to set the conditions that shall
govern the employment agreements during their
validity.

The Collective Work Agreement regulates the
conditions that will govern the employment
agreements of nonunion employees.

8.4. Strike

A strike is the temporary collective and peaceful
work stoppage of the employees of a company. It
is only legitimate and possible within the process
of collective bargaining as an option for employees
who work for an employer in the private sector that
does not carry out activities which are considered
an essential public service under the law.

MIGRATION REGIME

The Colombian migration regime is based on a
policy aimed at promoting the entry of foreigners
who contribute to the country’s comprehensive
development. In this regard, Colombia recogniz-
es the foreign investor as a strategic actor and
encourages the arrival of individuals who drive
job creation and national progress.

23

It is relevant for investors to understand the ob-
ligations, requirements, and conditions estab-
lished by the current migration regulations:

1. Offcial entities in charge of migration af-
fairs:

* Ministry of Foreign Affairs and consul-
ar offces of the Republic of Colombia
abroad: This entity is responsible for
formulating, planning, coordinating, exe-
cuting, and evaluating Colombia’s foreign
policy, as well as directing its international
relations and managing the country’s for-
eign service.

 Unidad Administrativa Especial Mi-
gracion Colombia: This body is attached
to the Ministry of Foreign Affairs and is re-
sponsible for exercising the functions of
surveillance and migration control on be-
half of the Colombian State. The process-
es that can be carried out before Migracion
Colombia and their costs can be consulted
in the following chart.

2. Immigration Matters:

The following table outlines the matters pertain-
ing to immigration in Colombia:
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— IMMIGRATION MATTERS

Unrestricted These are those that allow the entry of foreign citizens, who
nationalities may enter and remain in Colombia exempt from visa require-
ments for short-stay activities.

Albania, Germany, Andorra, Antigua and Barbuda, Argentina, Australia, Austria, Azerbaijan, Bahamas,
Barbados, Belgium, Belize, Bolivia, Bosnia and Herzegovina, Brazil, Brunei Darussalam, Bulgaria, Bhu-
tan, Canada, Czech Republic, Chile, Cyprus, Republic of Korea, Costa Rica, Croatia, Denmark, Domi-
nica, Ecuador, El Salvador, United Arab Emirates, Slovakia, Slovenia, Spain, United States of America,
Estonia, Fiji, Philippines, Finland, France, Georgia, Grenada, Greece, Guatemala, Guyana, Honduras,
Hungary, Indonesia, Ireland, Iceland, Marshall Islands, Solomon Islands, Italy, Jamaica, Japan, Kazakh-
stan, Latvia, Liechtenstein, Lithuania, Luxembourg, North Macedonia, Malta, Morocco, Mexico, Microne-
sia, Moldova, Monaco, Montenegro, Norway, New Zealand, Netherlands, Oman, Palau, Panama, Papua
New Guinea, Paraguay, Peru, Poland, Portugal, Qatar, United Kingdom of Great Britain and Northern
Ireland, Dominican Republic, Romania, Russian Federation, Saint Kitts and Nevis, Samoa, San Marino,
Saint Lucia, Holy See, Saint Vincent and the Grenadines, Serbia, Singapore, Sweden, Switzerland, Suri-
name, Trinidad and Tobago, Turkey, Ukraine, Uruguay, Venezuela.

Restricted These are those for which the Colombian State necessarily re-
nationalities quires a visa to enter, remain, and even to carry out airport tran-
sit within Colombian territory.

There are some restricted nationalities that present a condition-
. al exception, insofar as foreigners may be authorized to enter
Exception: without a visa and remain temporarily in Colombian territory,
provided that:

The foreign national holds a valid residence permit in
a Member State of the Schengen Area or in the United
States.

They hold a Schengen visa or a visa of the United States
of America with a minimum validity of 180 days at the
time of entry into Colombia.

Cambodia, India, Nicaragua, Myanmar, People’s Republic of China, Thailand, Taiwan, and Vietham.
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The costs corresponding to the procedures before the Uni-
dad Administrativa Especial Migracién Colombia for the year
2026 are as follows:

Value
Procedure

USD (approx.)

Foreigner ID card
(Cédula de extranjeria) $72.54 $294,000
Duplicate of the Foreigner ID card $72.29 $293,000
Entry and Stay Permit —
PIP (PT, PID, POA) Free Free
Extension of stay $37.01 $150,000
Safe-conduct for stay or departure $21.71 $88,000
Certifcate of migratory movements $21.96 $89,000
Automatic migration $103.88 $421,000
Entry for Nicaraguan nationals $9.03 $36,597
Entry for Canadian nationals $66.62 $270,000
Duplicate of the Temporary Protection
S $4.93 $20,000

*The above amounts are adjusted in accordance with Resolution 0599 of 2026.
Please note that these values are generally updated every year.
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3. Entry and Stay Permits:

Every foreigner entering Colombia must present
themselves before the migration authority with
their passport or travel document?, along with
the corresponding Colombian visa, in cases
where it is required.

In cases where a visa is not required to enter

try and stay permits to foreign visitors who do
not intend to settle within the national territory.

Entry and stay permits are classifed according
to the provisions established in Resolution 3167
of 2019 and they will have special characteris-
tics, which can be found in the table below:

Colombia, the migration authority may grant en-

Granted for up to 90 calen-
dar days, extendable for an
additional 90 days.

Tourism Permit
(PT)

For activities related to leisure, recreation, cul-
ture, events, health, conventions, or business.

For short-stay activities such as i). execution
of cooperation agreements; ii). Carrying out
personal matters, including participating in in-
Granted for up to 90 calen- | terviews and/or selection processes; iii). Being
dar days, except in cases of a person of importance to the government; iv).
special urgency where the | Attending as a student in non-formal academic
permit will only be issued for | programs; v). Participation as a lecturer, teach-
15 calendar days. er, or researcher; vi). Journalistic work; vii). At-
tending urgent cases such as natural disasters,
among others; and viii). Representing a State in
an offcial commission or service.

Integration and
Development
Permit (PID)

For short-stay activities not included under the
Integration and Development Permit, such as
technical assistance activities, concerts, events,
and/or artistic activities.

Permit to Carry
Out Other
Activities (POA)

Granted for a period be-
tween 10 and up to 30 calen-
dar days

2 Nationals of the Andean Community of Nations (CAN) and the Mercosur Agreement may also be allowed to use their
valid national identity documents for entry into Colombia.
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* Cancellation of Permits

The Unidad Administrativa Especial Migracion Colombia may cancel the
entry and stay permit, in any of its modalities (PT, PID, and POA), at any
time. A written record of the cancellation shall be made, and no appeal
may be lodged against it.

Likewise, permits shall be cancelled in cases of deportation, expulsion,
or when evidence exists of fraudulent or deceitful acts by the applicant
intended to evade compliance with legal requirements, thereby inducing
error in the granting of the permit. The competent authorities shall be
informed of such acts. Once the cancellation of the permit has been no-
tifed, the foreign national must leave the country within 5 calendar days.
Failure to do so may result in deportation.

4.\Visas:

A visa is the authorization granted by the Ministry of Foreign Affairs to a foreign national to enter and
remain in Colombia. Each visa category is granted depending on the nature of the visit and whether
or not there is an intention to settle in the country.

We hereby list below some of the visa categories frequently requested and their respective govern-
ment fees.

Type V Visas — Visitor

Visa Application

Category Study Fee. Visa Issuance Fee
Business USD $54 USD $252
Digital Nomad USD $54 USD $177
Technical Assistance USD $54 USD $177

Service Provider under a Work or

Task Contract USD $54 USD $177
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Type M Visas - Migrant

Visa Application

Category Study Fee Visa Issuance Fee

Spouse of a Colombian national USD $54 USD$ 270
Parent or child of a Colombian

national by birth and/or adoption USD $54 USD$ 270
Mercosur Migrant USD $54 USD$ 270
Andean Migrant USD $54 USD$ 270
Worker USD $54 USD$ 270
Partner/Owner USD $54 USD$ 270
Pensioner USD $54 USD$ 270
Investor USD $54 USD$ 270

Type R Visas - Resident

Visa Application

Study Fee Visa Issuance Fee

Category

Based on a(_:cumulateq time of stay USD $54 USD $400
in Colombia
Resident Visa Transfer.? USD $54 USD $54 \

Currently, there are 3 categories of visas, namely: The visa application may be submitted directly by
the interested foreign national or through a legal
* Visitor Visa (Type V) representative.

* Migrant Visa (Type M)

* Resident Visa (Type R)

Its application and processing are generally carried
out virtually, through the Ministry of Foreign Affairs
website. The review and approval are handled by
the Visa and Immigration Coordination Offce lo-
cated in Bogota, or by more than 130 Colombian
consulates abroad.

It is important to highlight that, in accordance with
Article 13 of Resolution 5477 of 2022, the author-
ities have up to 30 calendar days, once the ap-
plication has been fled, to issue, make observa-
tions, or deny the granting of a visa.

Please note that if the resident visa was granted before October 21, 2022, the holder has until October 31, 2026, to carry
out the transfer to a Permanent Resident Visa, in accordance with the provisions of Resolution 9316 of 2024.
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5. Benefciaries:

Family members and economic dependents of
the principal holder of a Type M or R visa, or of
the principal holder of a Type V visa only when
granted for specifc activities*, may be eligible to
hold a visa as benefciaries.

Family members of the principal visa holder are
understood to include their spouse, permanent
partner, and children under 25 years of age. If a
child over 25 years has a disability and is unable
to support themselves, they may apply for a visa
as a benefciary.

The validity of a visa granted to a benefciary
may not exceed that of the principal holder’s
visa and will expire at the same time, without the
need for an express ruling by the competent au-
thority.

If the benefciary ceases to be economically de-
pendent on the principal holder, loses their sta-
tus as spouse or permanent partner, or changes
their activity, they must apply for the correspond-
ing visa as a principal holder, subject to com-
pliance with the requirements established for
that purpose. When the principal visa holder ac-
quires Colombian nationality by naturalization or
passes away, their benefciary may apply for the
corresponding visa within the national territory.

In all cases, the occupation of the benefciary shall
correspond to household or student activities since
this visa category does not allow employment.

6. General Requirements for All Types of Vi-
sas:

To apply for a visa, the foreign national must
submit the documents required according to the
category they wish to apply for. When neces-
sary, these documents must be translated into
Spanish by an offcial translator authorized by
the Ministry of Foreign Affairs of Colombia. Pub-
lic documents must be apostilled or legalized by
the Colombian Consulate or by the competent
authority of the issuing country. Any document
submitted for a visa application must not be old-
er than 3 months.

In all cases, the following documents must be
submitted or complied with:

1. Online visa application form.

2. Copy of a valid passport in good con-
dition, with a validity of no more than 6
months.

3. Recently, front-facing, colour photograph,
with a white background, not exceeding
300 kb in size.

4. Copy of the most recent Colombian visa,
if applicable.

5. Copy of the most recent entry or exit
stamp from Colombia.

The migration authority may, in any case, re-
guest a certifcate of judicial or criminal records
from the place where the applicant has resided
during the last three years.

4 Postgraduate Student, Religious Worker, Volunteer or Aid Worker, Digital Nomads, Permanent Correspondent, Free
Trade Agreement Entrepreneurs, Accredited Offcials, Temporary Service Providers, Internationalization Promotion, Rent-
ier, Courtesy for Visiting Diplomats, Courtesy as a Complementary Measure to Refugees.
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7. Specifc Requirements According to the Type of Visa:

Depending on the type of visa being requested, the foreign national must comply with certain particular
requirements. To learn about the specifc requirements for each visa, it is recommended to consult the
nearest Consulate. The following fgure provides a general list of the requirements for the most common
visa categories to be applied for.

* Motivated document specifying the activities to be car-
ried out in Colombia and certifying the fnancial solvency
of the person responsible for the applicant’s stay and de-

Type V Visa parture from the country.

Business » Certifcate of existence and legal representation of the
Colombian company.

* Bank statements of the company from the last three to
six months, showing a minimum average of 100 SMMLV
(Statutory Monthly Minimum Legal Wages).

e Supporting document specifying the activities to be car-
ried out in Colombia and certifying the fnancial solvency
of the person responsible for the applicant’s stay and de-
parture from the country.

 Company bank statements from the last three to six
months, showing a minimum average of 100 SMMLV

Type V Visa (Statutory Monthly Minimum Legal Wages).

N . S.ummary_ format or original contract, signed by the for-

(Work — Task Contract) €ign appllcant.. _

» Copy of apostilled professional degree or employment
certifcates supporting the applicant’s suitability. In the
event that the profession is regulated in Colombia, the
corresponding professional license or permit must be
provided.

* Health insurance with coverage in Colombia during the
applicant’s stay.
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Type V Visa
Digital Nomad

Type M Visa
Worker

Type M Visa
Partner or Owner

Be the holder of a passport issued by a country exempt
from short-stay visa requirements.

Motivational letter specifying the activities to be carried
out in Colombia and the remuneration to be received by
the applicant.

For entrepreneurs: motivational letter explaining the en-
trepreneurial project and the resources available.
Applicant’s bank statements from the last three months,
demonstrating minimum income of 3 SMMLV (Statutory
Monthly Minimum Legal Wages).

Health insurance policy with coverage in Colombian ter-
ritory during the applicant’s stay.

Summary format or original contract, signed by the for-
eign applicant, specifying the contracted position. Moti-
vational letter from the employer stating the applicant’s
suitability, the functions to be performed, and the rea-
sons why a Colombian national is not being hired.
Certifcate of existence and legal representation of the
Colombian company.

Company bank statements from the last 4 months, show-
ing a minimum average of 100 SMMLV.

Apostilled professional degree or employment certif-
cates demonstrating experience; and in the case of reg-
ulated professions, the corresponding license or permit
issued by the relevant professional council.

Supporting document specifying the corporate name,
registered address, and Tax Identifcation Number (NIT)
of the incorporated commercial company or the compa-
ny in which the investment is made. Proof of incorpora-
tion, participation, or acquisition in the paid-in capital of
a commercial company, or registration of foreign invest-
ment, for an amount not less than 100 SMMLYV (Statutory
Monthly Legal Minimum Wages).

Submission of the company’s bank statements from the
last three months, income tax return, social security con-
tributions, lease contract and/or receipts of industry and
commerce tax payments.

Shareholding composition certifcate, accrediting solven-
cy and the amount of the investment.
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Type M Visa
Investor

Type R Visa
Resident by Accumulated

Time of Stay

Communication issued by the Bank of the Republic cer-
tifying the registration of direct foreign investment in the
name of the visa applicant, for an amount exceeding 650
SMMLYV (Statutory Monthly Legal Minimum Wages).

In the case of real estate investment: certifcate of title
and freedom of the property in the name of the foreign
applicant, with a minimum value of 350 SMMLV, and
communication issued by the Bank of the Republic certi-
fying the registration of the investment.

Health insurance policy with coverage in Colombian ter-
ritory.

Documents proving suffcient economic capacity to re-
main in the country.

Supporting document explaining the source of income
for self-sustenance and describing the circumstances
that maintain the conditions under which the visa was
issued.

Copy of the foreigner identifcation card (cédula de ex-
tranjeria).

Documents proving suffcient economic capacity to re-
main in the country.

Copy of temporary visas demonstrating uninterrupted
years of continuity in the territory.

Certifcate of Migratory Movements issued by the Spe-
cial Administrative Unit — Migracion Colombia.

When applying for a resident visa after previously hold-
ing a spouse or permanent partner visa, a letter from
the spouse must be provided stating that the bond and
cohabitation persist.
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8. Visa Expiration:

Once the validity of the visa has ended, either
ordinarily or prematurely, the foreign national will
have 30 calendar days to leave the national ter-
ritory or to apply for a new visa.

During this period, the foreign national is in reg-
ular migratory status.

It is important to emphasize that Colombia does
not have a visa renewal mechanism; therefore,
once a visa expires, it is necessary to apply for
a new document.

9. Early Termination of the Visa:

Early termination of a visa occurs when its va-
lidity ends before the initially granted expiration
date. Early termination may occur at:

» The request of the applicant or of the nat-
ural or legal person who requested the is-
suance of the visa for the foreign national.

» Automatically upon the issuance of a new
visa;

* When the circumstances under which it
was granted change.

» By discretionary authority of the Visa and
Immigration Offce, in which case the sub-
stantive reasons will be recorded in the elec-
tronic fle, subject to confdentiality.

10. Visa Cancellation:

The Ministry of Foreign Affairs or the Unidad
Administrativa Especial Migracién Colombia

may cancel a visa at any time, leaving a writ-
ten record through an offcial act. This decision
is taken under discretionary authority and is not
subject to appeal. Once the cancellation of the
visa has been notifed, the foreign national must
leave the country within the following 30 calen-
dar days; failure to do so may result in depor-
tation. A foreign national whose visa has been
cancelled may only submit a new application in
accordance with the resolution established by
the Ministry of Foreign Affairs.

11. Registration and Migration Control:

Once a foreign national’s visa has been issued,
the visa registration process and application for a
foreigner’s ID card (cédula de extranjeria)® must
be completed within 15 calendar days following
the granting of the visa or the foreign national’s
entry into Colombia with the granted visa. This
procedure must be carried out each time the for-
eign national obtains a new visa.

According to Resolucién 5477 de 2022, the for-
eigner’s ID card is the “Identifcation Document
issued by Special Administrative Unit Migration
Colombia, granted to foreign nationals or ben-
efciaries holding a visa valid for more than 3
months.

12. Irregular Stay:
Irregular stay occurs when a foreign national re-

mains in Colombia without any type of visa or per-
mit authorizing them to do so. This situation may

5 Article 2 of Resolution 9316 of 2024 amends Article 118 of Resolution 5477 of 2022 and establishes exceptions to the
registration of foreign nationals and the processing of the foreigner ID card with respect to holders of Visitor (V) visas for
Tourism, Business, Crew Member, and Events, as well as holders of Visitor (V) Courtesy visas for Visiting Diplomats and
International Agreements. Regardless of the validity of the visa granted, holders of the aforementioned visa categories
will be exempt from registration in the Foreigners Registry of the Unidad Administrativa Especial Migracion Colombia and

from the processing of the foreigner ID card.
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arise due to the expiration of the visa’s validity or
the expiration of the permit that authorized the for-
eign national to remain in the country.

13. Administrative Sanctioning Procedures:

Migracion Colombia has the authority to initiate
an administrative sanctioning procedure against
those who commit any of the infractions estab-
lished in Article 15 of Resolution 2357 of 2020, in
accordance with Chapter 13 of Decree 1067 of
2015. Sanctions may include:

e Economic fnes (ranging between
26.31UVT (approx. USD $340) and
2,631.30 UVT (approx. USD $34,003)).

» Deportation and/or

* Expulsion from Colombian territory.

14. Temporary Protection Statute for Venezu-
elan Migrants:

This is a complementary mechanism to the in-
ternational refugee protection regime, aimed at
allowing Venezuelan migrants who adopt the
measure to have regular stay in Colombia.

Venezuelan citizens may validly remain in the
country with a Temporary Protection Permit
(PPT), which grants them an open work permit
in Colombia for up to 10 years.

15. Validation of Degrees and Professional
Activity:

In Colombia, certain professions require special
regulation by the State to ensure quality and
safety in the provision of essential services.

Therefore, the State has established the obliga-
tion for foreign nationals holding a degree in any
regulated profession to obtain temporary licenses
to practice such professions in Colombia.

However, some professions such as medicine
or law, due to their level of specialization, do not
allow temporary licenses. In such cases, the for-
eign national must request in advance the val-
idation of their professional degree before the
Ministry of National Education of Colombia and
subsequently apply for indefnite professional
registration or license.

16. Reports to the SIRE Platform of Migra-
tion Colombia:

Natural or legal persons who engage, hire, em-
ploy, or admit a foreign national under any mo-
dality that generates a beneft are required to
report it to Migracion Colombia through Sistema
de Informacion para el Reporte de Extranjeros
(SIRE), within the deadlines established by law.

When a foreign national enters Colombia with a
Tourism Permit or holds a visa that allows them
to work in Colombia, such registration must be
completed within 15 calendar days following the
start or termination of the activity.

17. Reports to the RUTEC Platform of the La-
bor Ministry:

All public and private companies that engage or
hire foreign nationals (employment contracts or
independent contractors) within the national ter-
ritory are also required to report it in the Regis-
tro Unico de Extranjeros en Colombia (RUTEC)



Legal Guide

to doing business in Colombia

2026

within no more than 120 calendar days following
the signing of the contract or the engagement
of the foreign national. Likewise, employers and
contractors must update the registration in RU-
TEC in the following cases, within 30 calendar
days of their occurrence:

» Termination of the engagement or contract
of the foreign worker.

* Any event that modifes the economic ac-
tivity.

* Permanent change of residence of the for-
eign worker or contractor.

Regulatory Framework

Regulation Subject Matter

Article 37, Substantive Labor Code (CST)

Verbal contract

Article 39, CST

Written contract

Article 46, CST; Article 1, Decree 1127 of 1991

Fixed-term contract

Article 45, CST

Contract for a specifc task or project

Article 47, CST

Indefnite-term contract

Article 6, CST

Incidental or transitory contract

Articles 76-80, CST

Probationary period

Article 127, CST

Wages

Article 128, CST

Payments not constituting salary

Article 249, CST

Unemployment aid

Article 1, Law 52 of 1975

Interest on unemployment aid

Articles 306-308, CST

Service bonus

Article 2, Law 15 of 1959; Article 4, Decree 1258
of 1959

Transportation allowance

Articles 230-235, CST

Worker uniform and footwear

Law 21 of 1982; Law 100 of 1993; Law 797 of
2003; Law 1393 of 2010; Law 1438 of 2011; Law
1607 of 2012; Law 1819 of 2016

Contributions to the Social Security System and
Payroll Taxes

Articles 172-178, CST

Paid rest periods

Article 186, CST

Annual paid vacation

Articles 32—42, Law 789 of 2002

Apprentices

Article 236, CST; Law 1822 of 2017; Law 1823
of 2017

Maternity leave

Article 236, CST; Law 2114 of 2021

Paternity leave

Paragraph 10, Article 57, CST, added by Law
1280 of 2009

Bereavement leave
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Regulation Subject Matter

Law 2174 of 2021

Leave for care of children with terminal illness or
serious clinical condition resulting from a serious
accident

Article 104, CST

Internal work regulations

Articles 249, 250, CST

Hygiene and industrial safety regulations

Articles 61-66, CST

Termination of employment contract — indemnif-
cations

Law 1010 of 2006; Resolution 3461 of 2025

Workplace harassment prevention mechanisms

Law 1562 of 2012; Decree 1072 of 2015

Occupational Health and Safety Management
System

Article 39, Political Constitution; Articles 353,
354, CST

Right of union association

Article 356, CST

Classifcation of labor unions

Article 432 et seq., CST; Article 467 et seq., CST,
Law 1453 of 2011

Collective bargaining and collective agreements

Article 444 et seq., CST

Right to strike

Article 34, CST

Independent contractors

Articles 71-94, Law 50 of 1990; Decree 4369 of
2006; Article 34, CST

Temporary service companies

Law 79 of 1988; Decree 4588 of 2006; Law 1233
of 2008; Law 1429 of 2010; Decree 2025 of 2011

Associated work cooperatives

Decree 583 of 2016

Inspection, surveillance, and control over labor
outsourcing

Resolution 312 of 2019

Implementation of the Occupational Health and
Safety Management System (SG-SST)

Law 1955 of 2019; Decree 1174 of 2020

Social protection foor

Law 1221 of 2008; Decree 884 of 2012; Decree
1227 of 2022

Telework

Law 2088 of 2021; Decree 649 of 2022

Work from Home

Law 2121 of 2021; Decree 555 of 2022

Remote Work

Law 2191 of 2022

Digital Disconnection

Law 2365 of 2024

Measures for the prevention of sexual harass-
ment

Law 2381 of 2024

Comprehensive social protection system for old
age, disability, and death of common origin.

Resolution 1843 of 2025

Regulation of occupational medical evaluations

Law 2466 of 2025

Partial modifcation of labor regulations and
adoption of a labor reform for decent and digni-
fed work in Colombia
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Distinctive signs are those that
allow the identifcation in the
marketplace of products, ser-
vices, business activities or
goods associated with a spe-
cifc geographical origin. Their
function is to distinguish busi-

ness origin and prevent confu-
sion among competitors.

1. DISTINCTIVE SIGNS

1.1. Defnition, Scope and Economic Func-
tion

These signs grant their holder an exclusive right
of use, as well as the authority to authorize or
prohibit their use by third parties when confusion
or association in the market may arise.

From an economic standpoint, distinctive signs
allow: (i) differentiation of products or ser-
vices from competitors; (ii) consolidation of
a reputation associated with quality, innova-
tion or service,; (iii) customer loyalty; and (iv)
recognition as an intangible asset that may
be valued, licensed, franchised or trans-
ferred.

1.2. Types of Distinctive Signs
1.2.1. Trademarks
A trademark is the sign that distinguishes goods

or services of a person or company from those
of others in the marketplace. It may consist of
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words, letters, numbers, images, symbols, color
combinations, shapes or other elements capa-
ble of differentiation and identifcation of busi-
ness origin.

To be registered, a trademark must be capable of
graphic representation and possess distinctive-
ness, meaning it must individualize the goods or
services identifed and not merely describe their
characteristics or common expressions.

Main types of trademarks

TYPE OF

DESCRIPTION

TRADEMARK

Word marks

Composed exclusively of words, letters or numbers.

Figurative marks

Composed exclusively of graphic elements or designs.

Combined marks

Combine word and graphic elements.

Three-dimensional
marks

Protect the particular shape of a package, container or product when
that shape is distinctive.

Sound marks

Consisting of melodies or sound sequences that identify business origin.

Color marks

Protect a color or combination of colors applied in a particular and dis-
tinctive manner.

Country brands

Used to promote the reputation and image of a country.

Collective

Used by members of an association to identify the common origin of
their goods or services.

Certifcation marks

Indicate that goods or services comply with certain standards or charac-

teristics verifed by the owner.

Trademarks are protected in relation to specifc
goods or services grouped under classes 1 to 34
(goods) and 35 to 45 (services) pursuant to the
Nice International Classifcation.

Not all signs are registrable as trademarks.
Among those excluded are: (i) generic, com-
monly used or descriptive terms; (ii) signs that
may mislead as to business origin, quality, com-
position or characteristics; (iii) signs contrary to
law, morality or public order, or including protect-
ed offcial symbols without authorization; and
(iv) signs that affect prior third-party rights when
likelihood of confusion or association may arise.

These rules ensure that trademarks effectively
fulfll their distinguishing function and do not af-
fect prior rights or mislead the public.

A trademark concentrates investment in adver-
tising, positioning and quality. Continuous use
preserves consumer recognition of business
origin. It may be licensed, franchised, assigned
or contributed as an intangible asset, facilitating
commercial transactions, investment processes
and expansion into new markets.
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1.2.2. Trade Slogans

A trade slogan is a word, phrase or expression
used as a complement to a trademark. Its func-
tion is to reinforce the message associated with
that trademark.

It does not operate independently, but rather in
connection with a principal trademark. Its pro-
tection is limited to that relationship.

1.2.3. Trade Names and Commercial Signs

A trade name identifes a company in the ex-
ercise of its economic activity; it is the sign by
which the public recognizes the business in the
marketplace. It differs from the corporate name
or company name, which identifes the legal en-
tity in the corporate and registry sphere, while
the trade name identifes the business activity
before consumers.

A commercial sign identifes the business estab-
lishment before consumers.

These signs are primarily protected through use
in commerce. Registration is declarative and fa-
cilitates proof of rights in case of confict.

1.2.4. Geographical Indications

Geographical indications comprise two fgures:
(i) appellations of origin and (ii) indications of
source.

Appellations of origin are based on the name
of a country, region or place (or a designation
referring to a geographical area) used to desig-
nate a product originating there, when its quality,
reputation or other characteristics are essential-
ly attributable to that geographical environment,
including natural and human factors.

Indications of source consist of a name, expres-
sion, image or sign that designates or evokes a
specifc country, region, locality or place.

These fgures are commonly used for natural,
agricultural or artisanal products, among others,
where geographical origin is relevant for produc-
tion and differentiation.

1.3. Protection Procedure

In the Andean Community, protection of most
distinctive signs, especially trademarks, is ob-
tained through registration before the competent
national authority; in Colombia, the Colombian
Patent and Trademark Offce (CPTO) is the Su-
perintendence of Industry and Commerce.
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Distinctive Signs Registration in Colombia

PRIOR
SEARCH
Review of background to identify
similar or identical antecedents.

“ .

FILING OF
THE APPLICATION
Must include, among others, the
identifcation of the applicant, the
representation of the sign, and the
list of products or services.

FORMAL EXAMINATION
AND PUBLICATION
The authority verifes formal require-
ments and publishes the application
for third-party oppositions.

-4

OPPOSITIONS
Third parties can oppose if they
consider that the application affects
their rights.

Registration grants exclusive rights for 10 years,
renewable.

1.4. International Protection of Distinctive
Signs

Protection of distinctive signs is territorial. Reg-
istering a trademark in Colombia does not auto-
matically grant rights in other countries. A third
party could apply for or register an identical or
similar sign in another jurisdiction if the owner
has not protected it there.

Companies planning expansion must defne
an international protection strategy early on to
reduce legal risks and facilitate entry into new
markets. This may be done through national ap-
plications in each jurisdiction or through interna-
tional systems such as the Madrid Protocol.

o)

SUBSTANTIVE EXAMINATION
Evaluation of legal require-
ments and the possible affecta-
tion of prior rights.

DECISION
Grant or denial of the regis-
tration by the authority.

1.5. Use, Exploitation and Enforcement
Effective use

Use of a trademark is not required for registra-
tion in Colombia. However, if the trademark is
not used in a real and effective manner, the reg-
istration may be subject to cancellation, for ex-
ample, in conficts with third parties.

A registration may be canceled for non-use if it
has not been used for a continuous period of 3
years.

Commercial exploitation
Distinctive signs may be licensed, franchised,

assigned or valued as intangible assets. The
holder may authorize third parties to use them
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under specifc contractual conditions and defne
territories and forms of exploitation.

Enforcement

The holder may initiate administrative or judicial
actions when third parties use or apply for iden-
tical or similar signs that generate a likelihood
of confusion or association. These actions may
seek the cessation of unauthorized use, denial,
cancellation, or revocation of conficting registra-
tions, and damages where appropriate.

2. NEW CREATIONS
2.1. Patents and Utility Models
2.1.1. Defnition and Scope

Invention patents and utility models are territorial
forms of legal protection intended to safeguard
inventions, understood as products or process-
es that provide a novel technical solution to a
specifc technical problem and that result from
inventive activity.

According to Andean Decision 486, inventions
eligible for patent protection must be new,
meaning they are not part of the state of the art;
involve an inventive step, meaning the proposed
solution is not obvious to a person having ordi-
nary skill in the relevant technical feld; and be
industrially applicable, meaning they can be pro-
duced or used in any type of industry.

Utility models protect new shapes, confgura-
tions or arrangements of elements incorporated
into tools, instruments, devices or parts thereof,
which provide an improvement in their function
or utility, as provided in Andean regulations.

This form of protection is limited to products that
introduce functional improvements over existing
inventions and does not cover completely new
creations requiring a high inventive step.

An invention patent grants protection for 20
years counted from the fling date. A utility model
requires a lower inventive threshold and grants
protection for 10 years.

2.1.2. Procedure for Protection

To obtain patent protection in Colombia, the ap-
plication must include the applicant’s and inven-
tors’ details and, if fled from abroad, a Spanish
translation.

Once fled, the CPTO verifes compliance with
formal requirements and, if in order, proceeds to
publication.

From publication, two milestones arise: (i) an un-
extendable 6 month term to request substantive
examination and pay the corresponding fees.
Failure to do so results in automatic abandon-
ment of the application; and (ii) a 60 business
day term for third parties to fle oppositions (ex-
tendable once for the same term), and an equiv-
alent term for the applicant to respond.

After oppositions are resolved, the CPTO eval-
uates novelty, inventive step and industrial ap-
plicability. In practice, two or three offce actions
are usually issued during substantive examina-
tion. The applicant has 60 business days to re-
spond (extendable once for 30 additional days).
The CPTO then issues a fnal decision on pat-
entability, which may be challenged through a
reconsideration appeal.
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For utility models, the terms are reduced by half: 3 months to request substantive examination; 30
days for oppositions (extendable once); 30 days to respond to offce actions (extendable for 15 days).
Voluntary amendments and divisional applications are allowed during prosecution.

2.1.3. Procedure Flow

Patent Process in Colombia before the CPTO

“ N

APPLICATION VERIFICATION OF PUBLICATION
If fled from abroad: FORMAL REQUIREMENTS Two simultaneous mile-
Spanish translation required The CPTO reviews compliance with stones are triggered from the
formal requirements. If everything is publication date
in order - publication of the applica-
tion

/]

e,

— a8

DEADLINE FOR THIRD-PARTY OPPOSITION SUBSTANTIVE EXAMINATION
SUBSTANTIVE EXAMINATION 60 days following publication The CPTO evaluates: Novelty -
6 non-extendable months to request (extendable once for an equal Inventive step - Industrial applica-
the substantive examination and pay period). The applicant has an tion. Usually issues 2—-3 substan-
fees. If not paid on time - automat- equivalent period to respond tive examinations. The applicant
ic abandonment of the application and support the invention has 60 business days to respond
(possible loss of strategic market to each action (extendable once
position) by 30 days)

Utility Models

Terms reduced by half: FINAL DECISION

« 3 months to request substantive examination Grant or refusal

« 30 days for oppositions (extendable once for an of the patent.
equal period) Motion for reconsideration
30 days to respond to offcial actions (extendable available.
by 15 days)

m%
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2.1.4. International Filings

The patent system is designed from a global le-
gal and economic perspective. The Patent Co-
operation Treaty (PCT) is the principal interna-
tional mechanism for seeking patent protection,
allowing a single international application to en-
ter the national phase in its member countries.

The PCT defers major costs—such as national
fees, local agents and translations—until the na-
tional phase, which generally begins 30 months
from the priority date (31 months in Colombia).
This provides applicants with time to evaluate
commercial potential, conduct market studies,
assess costs, and defne entry into specifc ju-
risdictions.

Additionally, through the international search
report and preliminary examination, applicants
can assess the technical strength and patent-
ability position of the invention before making
substantial investments.

2.1.5. Exceptions and Exclusions

The applicable regulations exclude from patent
protection two categories:

I. Subject matter not considered an in-
vention, such as discoveries, scientifc
theories and mathematical methods; liv-
ing beings or biological material as found
in nature; works protected by copyright;
business methods; computer programs
“as such”; and methods of presenting in-
formation.

ii. Inventions that, while being inventions,
are not patentable in the Andean Com-
munity, including those whose exploita-
tion must be prevented to protect public
order, morality, health or the environment;

plants, animals and essentially biological
processes; therapeutic, surgical and diag-
nostic methods applied to humans or ani-
mals; and uses in any format.

2.2. Industrial Designs
2.2.1. Defnition and Scope

Industrial designs protect the appearance of a
product, not its function.

In many markets, consumer choice depends on
aesthetic factors. Registration transforms that
differentiation into an exclusive asset and pre-
vents third parties from appropriating the com-
mercial value of aesthetic innovation.

Protection may cover packaging, appliances
and even graphical user interfaces of digital plat-
forms.

In Colombia, protection is granted for a non-re-
newable term of 10 years from the fling date,
without maintenance fees.

The holder may prevent unauthorized manufac-
ture, importation, offer, commercialization or use
of products incorporating or reproducing the pro-
tected design or a substantially similar one.

2.2.2. Procedure for Protection

The application must include identifcation of
the owner and designers, and a graphical rep-
resentation of the design. For two-dimensional
designs, a complete view is usually suffcient;
for three-dimensional designs, as many views
as necessary must be provided; for animated
designs, sequential images must be included.



2020 Legal Guide

Once fled, the CPTO verifes formal requirements and orders publication.

From publication, third parties may fle oppositions within 30 days (extendable once). The applicant

has an equivalent term to respond.

The CPTO then examines novelty and decides whether to grant or deny registration. An appeal may

be fled against the decision.

2.2.3. Procedure Flow

Industrial Design Registration in Colombia

APPLICATION
Graphic representation of the design:
2D: one view - 3D: necessary views -

N

FORMAL VERIFICATION
The CPTO reviews require-
ments and publishes the

OPPOSITION
30 days for third parties (extendable
once) - Equal period for applicant’s

Animated: complete sequence application response
n b’

NOVELTY EXAMINATION
No identity with existing designs -
Substantial differences, not second-
ary ones

2.2.4. International Filings

Industrial design protection is territorial. Co-
lombia is not a member of the Hague System.
Therefore, protection must be sought through a
national fling before the CPTO.

DECISION
Grant or refusal of registration -
Appeal available

2.2.5. Exceptions and Exclusions

Designs whose appearance is exclusively deter-
mined by technical considerations or functional
necessity are not registrable.

If the shape is the only possible one for the prod-
uct to function, it cannot be protected as an in-
dustrial design.
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3. TRADE SECRETS
3.1. Defnition and Scope

A trade secret is any undisclosed information
lawfully held by a natural or legal person that
may be used in productive, industrial or com-
mercial activities.

To qualify as a trade secret, the information must
be secret (not generally known or readily acces-
sible within relevant circles); have commercial
value because it is secret; and be subject to rea-
sonable measures to maintain its secrecy. Pro-
tection covers information regarding the nature,
characteristics or purpose of products; produc-
tion, distribution or commercialization methods;
client and supplier data; marketing strategies;
research processes and results; internal organi-
zational information; and any other information
that derives value from its confdential nature.

3.2. Procedure for Protection

Trade secrets are not registered nor granted
by a competent authority, unlike other IP rights.
Protection exists provided the lawful holder has
adopted reasonable measures to maintain conf-
dentiality and has informed all people within and
outside the organization—who must access the
information of its confdential nature (e.g., part-
ners, employees, contractors, collaborators and
business allies).

3.3. Exceptions and Exclusions

Protection does not extend to information in the
public domain, disclosed without confdentiality
restrictions, that companies must submit to au-
thorities where disclosure is legally required (e.g.,
patent applications), disclosed by legal mandate

or court order, except when provided exclusively
to obtain licenses, permits or authorizations, test
data required for marketing approval of pharma-
ceutical or agricultural chemical products when
disclosure is necessary to protect the public.

4. PLANT VARIETIES
4.1. Defnition and Scope

Plant breeders’ rights are granted to the natural
or legal person who has developed and fnalized
a new plant variety. The right entitles its holder
to prevent third parties, without prior consent,
from carrying out acts of commercialization or
possession for commercialization purposes
of reproductive, propagating or multiplication
material of the protected variety. In Colombia,
protection is granted for 20 years for short-cy-
cle species; 25 years for long-cycle species.
The term is counted from the administrative act
granting the Breeder’s Certifcate and is subject
to payment of annual maintenance fees.

4.2. Procedure for Protection

An application must be fled before the Seed
Division of the Colombian Agricultural Institute
(ICA), together with a technical questionnaire;
proof of payment of fling, publication and techni-
cal examination fees; the generic denomination
under which the variety will be identifed; a live
sample for the DUS examination (Distinctness,
Uniformity and Stability). The variety must meet
the novelty requirement, meaning it must not
have been commercialized in Andean Commu-
nity countries more than one year prior to fling.
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For countries outside the Andean Community: Short-cycle species must not have been commercial-
ized more than 4 years before fling; long-cycle species, not more than 6 years before fling.

4.3. Procedure Flow

Flowchart of the Plant Variety Registration
Process before the ICA

“ .

FILING THE SUBMISSION OF LIVING SAMPLE ADMISSIBILITY
APPLICATION Submission of a living sample if EXAMINATION
In Spanish, with documents the ICA is responsible for the DUS 15 business days. If any
and payment. examination. If homologation of the requirement is missing, the
DUS examination was requested, the ICA grants 60 business days
ICA informs the applicant that it will to remedy.

request the results directly from the
offce in charge of the examination.

— ]

PUBLICATION AND TESTING AND TECHNICAL GRANT OF CERTIFICATE
CHALLENGE EVALUATION From this date, annual fees
3 months for opposition. 3 years for short-cycle species. must be paid between Janu-
10 years for long-cycle species. ary 1 and March 31 of each

year.

4.4. International Filings

Protection is territorial. A registration in another country does not automatically produce effects in
Colombia.

4.5. Exceptions and Exclusions

The holder may not prevent use of the protected variety when it is carried out in the private sphere
for non-commercial purposes; for experimental purposes; for breeding and exploiting a new variety.

Farmers may also reserve and sow for their own use up to one metric ton of rice; 800 kilograms of
soybeans; 60 kilograms of cotton.
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4.5.1. National Registrations and International Protection of Intangibles

IP ASSET

MECHANISM FOR
TERRITORIAL

TYPICAL DEADLINE TO
CLAIM PRIORITY

PRACTICAL
KEYS

Invention patent/
UM

EXTENSION

Paris Convention (prior-
ity) + possibility of PCT
for extending the dead-
line for entry into member
countries.

12 months (patents).

If the strategy is to protect in sev-
eral countries, the PCT serves to
gain time (up to 30 or 31 months,
depending on the country) be-
fore entering national phases
and offers a reduction in fees.
Colombia is a strategic frst-fl-
ing country due to the amount of
its fling fees compared to other
countries.

Industrial design

Paris Convention (priori-
ty) to subsequently fle in
other countries.

6 months (designs).

In designs, time runs very fast; if
the strategy is to protect in oth-
er countries, it must be decided
quickly to avoid losing priority.

Trademarks

1) Madrid System
(WIPQO). 2) Direct coun-
try-by-country  registra-
tions.

3) Regional registrations
(e.g., EUIPO).

6 months from the initial appli-
cation to claim priority. Evalu-
ate target markets and ensure
availability before launching the
product.

Trade name /

Territorial protection; re-

No priority deadline.

Document actual use in each

matic protection in more
than 180 countries from
creation.

Sign quires individual registra- market.
tion/deposit per country.
Works Berne Convention: auto- | Priority does not apply. Register works as a means of

proof; ensure chain of title be-
fore acquiring rights.

Trade secret

Its value depends on
keeping it secret

N/A

Take all necessary measures so
that the information is kept se-
cret anywhere in the world

Plant varieties
(breeder's right)

The priority claim for plant
varieties comes from the
International Convention
for the Protection of New
Varieties of Plants (UPOV
Convention). Colom-
bia adhered to the 1978
UPQV revision

12 months

If the strategy is to protect in
other countries, one must avoid
including the variety in a cultivar
register or disclosing it so as not
to affect the distinctness require-
ment, nor commercialize it so as
not to affect the novelty require-
ment
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5. COPYRIGHT AND RELATED RIGHTS

5.1. Copyright and Related Rights in the
Knowledge Economy and Content Industries

In the digital economy, intangible assets are
central to business value.

Copyright protects artistic and literary creations
that generate value in sectors such as publish-
ing, music, audiovisual production, software, vid-
eo games, advertising and marketing, e-learning
and digital content.

In Colombia, protection arises automatically
upon creation of the work, provided that the au-
thor is a natural person and the work is original
(refecting the author’s personal imprint and not
copied from a prior work).

The merit or purpose of the work is irrelevant for
protection.

5.2. Content of Copyright and Related Rights
5.2.1. Moral Rights

Characteristics

FEATURE DESCRIPTION

Ownership Remains with the author.
Duration Perpetual
Non-transferable,
Inalienable unwaivable, and
not subject to seizure

The fve moral rights are:

1. Paternity: to be recognized as the cre-
ator of the work.

2. Integrity: to oppose distortions or modif-
cations that harm the author’s reputation.

3. Disclosure: to decide if and when the
work is made public.

4. Modifcation: to alter the work after pub-
lication, subject to prior compensation.

5. Withdrawal: to withdraw the work from
the market, subject to prior compensa-
tion.

5.2.2. Economic Rights

Characteristics

FEATURE DESCRIPTION

Yes, including by legal pre-
sumption in certain cases,
e.g., employment contracts.

Generally, life of the author

Transferable

Temporary plus 80 years; 70 years for
legal entities.
Waivable and subject to
Features :
seizure.

The fve economic rights are:

1. Reproduction: making physical or digital
copies.

2. Public communication: making the
work accessible to the public without dis-
tributing copies.

3. Distribution: commercialization of phys-
ical copies.

4. Transformation: adaptations or modif-
cations of the work.

5. Importation: entry of copies into the
country.
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5.2.3. Related Rights

HOLDER CONTROL OVER

Recording, reproduction and public communication of their performances

SIS (moral and economic rights).
Phonogram Reproduction, distribution and public communication of phonograms
producers (economic rights).

Broadcasting
organizations

Retransmission, fxation and reproduction of broadcasts (economic rights).

5.3. Registration of Copyright and Related
Rights

Registration is not mandatory, but it is recom-
mended because it (i) facilitates the proof of
ownership, (ii) accredits the date of creation, (iii)
allows enforceability against third parties, and
(iv) is useful in M&A processes and control of
the inventory of intangible assets.

The procedure is carried out before the Colom-
bian Copyright Offce (CCO), virtually (CCQO’s
web portal: www.derechodeautor.gov.co) or in
person, providing (i) application form, (ii) copy
of the work (depending on the type of work to
be registered), (iii) identity document, and (iv)
power of attorney if acting through an attorney.

The procedure usually takes between 15 and
30 business days in practice. Literary, musical,
audiovisual works, software, databases, photo-
graphs, and works of art, among others, can be
protected by copyright. On the contrary, ideas or
concepts, methods or systems, forms or proce-
dures, works in the public domain, and news of
the day are not protectable.

It should be noted that the registration of assign-
ment or license contracts is indeed a require-
ment for enforceability against third parties, full
evidentiary effects, and legal certainty in trans-
actions.



2020 Legal Guide

Flowchart of the Works Registration Process before the CCO

FILING THE APPLICATION DOCUMENT SUBMISSION
Through the CCO web portal Must include: (i) application form, (ii) copy
or in person. of the work (depending on the type of work

to be registered), (iii) identity document, (iv)

power of attorney if acting through a repre-

sentative, and (v) contracts proving owner-
ship of economic rights.

A

VERIFICATION OF FORMAL RESPONSE TIME
REQUIREMENTS The process usually takes
Verifcation of originality and between 15 and 30 business
that it was created by a natu- days in practice.
ral person.

5.4. Enforcement and Protection of Copyright and Related Rights

1. Preventive measures: (i) registering works and contracts, (ii) using confdentiality clauses, (iii)
implementing technological protection measures, and (iv) establishing policies on the use of
protected material and employee training.

2. Extrajudicial actions: (i) cease and desist letter, (ii) direct negotiation, and (iii) mediation or
conciliation.

3. Judicial actions: (i) civil process for the cessation of infringement, compensation, destruction
of illicit copies, publication of the sentence, and precautionary measures, and (ii) criminal action
that proceeds for infringement of moral and/or economic rights or for the violation of technolog-
ical protection measures.
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5.4.1. Map of Intellectual Property Assets in Colombia

WHAT DOES IT
PROTECT?

AUTHORITY /
WHERE IT IS

HOW IS IT
OBTAINED?

TYPICAL
DURATION

KEY POINTS

MANAGED

Products or ser-| CPTO Application + for- |10 years from | Exclusive right of
vices in the mar- mal and substan- | grant (indefnitely | use. Enforceabil-
ket tive examination | renewable) ity against third
Trademark parties. Rights
arise with regis-
tration, not with
use.
Accessory phrase | CPTO Application + for- | 10 years from  Accessory to a
or legend that mal and substan- | grant (indefnitely | principal  trade-
complements a tive examination | renewable) mark. Its protec-
Trade slogan . Lo
trademark tion is limited to

the protection of
the trademark.

Name of a mer-
chant or commer-

CPTO (there is no
registration, there

Application + for-
mal examination

Indefnite as long
as effective use is

The right is ac-
quired by use, not

Industrial design

ance (shape, con-

cused on novelty

(according to the

cial establishment | is a deposit) maintained by deposit. The
Trade name / deposit is declar-
commercial sign ative. It does not
require renewal. It
is lost if use ceas-
es.
New technical | CPTO Application + pat- | 20 years from fl- | Useful for hard
. solutions  (prod- entability exam- | ing (without ordi- | technology. Re-
Invention patent C . . :
uct/process) ination nary extension) quires worldwide
novelty.
Technical/func- | CPTO Application + ex- | Usually 10 years | Faster/more real-
- tional improve- amination (according to the | istic alternative for
Utility model : . . .
ments to objects applicable re- | incremental  im-
(lower threshold) gime) provements.
External appear-  CPTO Registration  (fo- | Usually 10 years | Key for physical

product/UX. Avoid

Trade secret

fguration, orna- of appearance) applicable re- | the design being
mentation) gime) "only functional”.
Confdential  in- | There is no "reg- | Protection through | As long as rea-|In M&A and JV:
formation with | istration”; it is pro- | management (pol- | sonable mea- | due diligence of
commercial value | tected as long as | icies, NDAs, con- | sures are main- | confidentiality
(know-how,  for- | reasonable mea- | trols) tained to keep it measures. With-
mulas, lists, algo- | sures are main- secret out measures,

rithms, processes
and any other in-
formation that has
value due to its
secret nature)

tained to keep it
secret

protection is lost.
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AUTHORITY /
WHERE IT IS

HOW IS IT
OBTAINED?

TYPICAL
DURATION

KEY POINTS

Copyright

WHAT DOES IT
PROTECT?
Literary, artistic,
scientifc  works,
software, photo-
graphs,  among

others

MANAGED
CCO

Application + ver-
ifcation of formal
requirements

Natural  person:
life of the author +
80 years.

Legal entities: 70
years from publi-
cation. Does not
require registra-
tion for protec-
tion, registration
is declarative.
Grants moral and
economic rights.

Denominaciones
de origen

caracteristicas se
deben a factores
geografcos y hu-
manos

en formal y de
fondo

tras se mantengan
las  condiciones
de la declaracién
de proteccion

Performances and | CCO Application + ver- | Natural  person: | Protect perfor-
executions; phono- ifcation of formal | life + 80 years.| mances, execu-
grams; broadcasts requirements Legal entities: 70 | tions and pro-
Related rights by _brofadcasting years from frst du_c'Fions, not the
organizations publication or | original works.
broadcast. Grants moral
and/or economic
rights.
New varieties | ICA Application + DUS | 25 years for vines, | including their
that meet require- technical exam- | forest trees, fruit| rootstocks and
Plant varieties | ments of distinct- ination trees 20 years for other
(breeder) ness, uniformi- species.
ty and stability
(DUS)
Products whose | CPTO Application + for- | Indefnite as long | Collective  right,
characteristics are mal and substan- | as the conditions | holder is the State
due to geograph- tive examination | of the declaration | (CPTO can dele-
Appellations of | ical and human of protection are | gate administra-
origin factors maintained tion). The autho-
rization of use is
valid for 10 years,
renewable.
Productos cuyas | SIC Solicitud + exam- | Indefnida mien- | Derecho colecti-

Vo, titular es el Es-
tado (SIC puede
delegar adminis-
tracién). La au-
torizaciéon de uso
tiene vigencia de
10 afios, renov-
ables.
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5.4.2. Requirements for Registrability / Protection

FIGURE

KEY REQUIREMENTS

TYPICAL GROUNDS FOR
REJECTION / RISK

EVIDENCE / BEST PRACTICES

Trademark tion.

Distinctiveness and suscep-
tibility of graphic representa-

Lack of distinctiveness: ge-
neric/descriptive/common-
ly used signs; confusion
with prior signs; misleading
signs; among others.

Trademark background search; pre-
cise delimitation of products and ser-
vices; avoid weak signs.

Invention patent

Worldwide novelty, inventive
step, industrial application.

Prior disclosure (papers,
pitch decks, fairs); obvious-
ness; lack of support; ex-
cluded subject matter.

NDA + disclosure control; early fling
strategy; robust drafting (examples).

Utility model
ity old).

Novelty + technical/function-
al advantage (lower thresh-

Prior disclosure; lack of
technical advantage; high
obviousness.

Document improvement; prototypes/
trials; fling before commercialization.

Industrial design ly functional

Novelty of aspect (appear-
ance) and that it is not pure-

Design already disclosed;
minimal variation; design
dictated by function.

Consistent drawings/photos; dashed
lines for non-claimed elements (if ap-
plicable); disclosure control.

Trade secret

Undisclosed information +
commercial value + reason-
able measures of reserve.

Information known in the in-
dustry; broad access without
controls; contracts without
NDAS; open repositories.

NDA/NNN; internal policies; access
control; "confdential" marking; logs;
training.

Copyright must be original.

The author must be a nat-
ural person and the work

Al-generated work without
human contribution; lack of
originality; ideas; works in
the public domain.

Register works as a mean of proof;
ensure chain of title before acquiring
rights; document creative process if Al
is involved; clear and precise assign-
ment or license agreements.

Related rights

Artistic performance/execu-
tion; production of phono-
grams; broadcasting.

Lack of fxation of the perfor-
mance; use without authori-
zation of the author/produc-
er/performer.

Registration as a means of proof;
contracts with performers/producers;
user licenses; collective management
(management societies).

Plant varieties

Novelty + distinctness + uni-
formity + stability (DUS).

Not new or does not meet
DUS requirements.

Technical documentation; trials; mar-
ket/territory strategy; do not commer-
cialize or register cultivars without frst
fling an application for plant breeder's
rights.
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5.5. “Clearance” or Due Diligence in the Cre-
ative Process

=

Inventory of all the material to be used.
Identifcation of authors and right holders.
3. Verifcation of validity of protection (public
domain or exceptions).

Determination of the necessary rights ac-
cording to the intended use.

Negotiation of licenses (territory, term,

N

It is the process of verifying and obtaining the
necessary authorizations to use protected mate- 4,
rial in a new creation. It is common in audiovisu-
al and musical production, advertising and mar- 5.
keting, software and video game development, media, compensation).
and editorial publications, among others. 6. Formalization of contracts in writing.

7. Creation of a fle with the documentation

The following protocol is recommended: associated with the clearance.

6. AGREEMENTS RELATED TO INTELLECTUAL PROPERTY

Table 3.2.4 Typical Contracts Related to Intellectual Property
(what they are, formalities and registration)

CONTRACT

WHAT IS IT USED

FOR?

MINIMUM
CLAUSES

DOES IT REQUIRE
REGISTRATION?

TAX IMPLICATION

Assignment

Transfer ownership

Identifcation of the
right;, price; warran-
ties

Register for enforce-
ability

Tax amortization of
acquired intangibles

License of use Exploitation with | Scope; territory; | Registration for en- | Withholding/deduct-
(exclusive/non- | royalties, does not | term; exclusivity; roy- | forceability ibility/ depending on
exclusive) change ownership alties; audit case

Assignment Transfer economic | Identifcation of the | Must be in writing | Income / deductibili-
of economic exploitation of work | work; scope of the | (validity require- | ty depending on the
copyrights and assignment; modal- ment). Registration | case.

related rights ities of use; territory; | with CCO for en-

term; remuneration. | forceability

Franchise

Commercial
sion

expan-

Trademark license
+ know-how + stan-
dards

There is no single reg-
istration; depends on
underlying licenses

Withholding/deduct-
ibility/TP;  separate
components

Joint venture /
collaboration

Co-development and
exploitation

Contributions (incl. 1P),
ownership of results,
cross-icenses, exit

Document contribu-
tions/assignments/
licenses

TP and tax treatment
depends on structure

itors

NDA / Maintain trade se- | Defnition, measures, | No Supports  intangible
confdentiality cret’/know-how term, penalties value and reason-
ableness of payments
Movable Financial collateral Identifcation of the | Yes, for publicity of | Impacts  valuation
guarantees/liens asset; obligation; ex- | the guarantee and |and fows
on IP ecution priority against cred-
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7. INVESTOR CHECKLIST

7.1. Minimum Recommended Actions

A. Before investing or signing (due diligence)

Identify which intangible assets are critical:
brand, software, know-how, designs, pat-
ents, content, data.

Verify actual ownership: are they in the
name of the correct company (parent/sub-
sidiary)? Are there signed assignments?
Review chain of title in software and cre-
ativity: employees, contractors, freelanc-
ers, agencies.

Confrm third-party licenses (open-source
software, music, images, datasets, APIS)
and breach risks.

Check for existing surveillance and dis-
putes: oppositions, nullities, lawsuits,
cease and desist letters.

B. Trademarks:

Identify the signs to be registered as trade-
marks, as well as the products and ser-
vices intended to be identifed.

Conduct a prior background search before
fling the registration application.

Ensure that the trademark is used direct-
ly or through authorized third parties (for
example, through distribution/franchise/
license agreements).

C. Patents and industrial designs:

If there is an invention: defne the fling
strategy (patent vs. utility model vs. trade
secret).

If the value lies in appearance/shape:
evaluate industrial designs (and control
disclosures).

Implement a “no disclosure before fling”
general policy.

D. Trade secret:

Create or update: NDAs, confdentiality
clauses in employment and suppliers.
Segment accesses: repositories, drive,
CRM, code, technical documentation.
Basic manual: information classifcation,
marking, training, incident response pro-
cedure.

E. Essential contracts:

Templates: assignment/license, software
development, distribution, franchise, man-
ufacturing, joint venture.

Critical clauses: ownership of improve-
ments, sublicenses, auditing, confdenti-
ality, non-compete (if applicable), termina-
tion, governing law.

Defne if it is convenient to register/record
certain acts for enforceability against third
parties (depending on the fgure).

F. Continuous operation:

Implement trademark surveillance for op-
positions.

Calendar of expirations: renewals, opposi-
tion/response deadlines, international ex-
pansion (priority claim).

Basic KPIs: portfolio, costs, IP incidents,
active licenses.

7.2. Freedom to Operate

In patent matters, a freedom-to-operate analysis

consists of comparing in detail the features of a
product or process with granted or pending pat-
ents in a specifc territory to determine whether

manufacture, use or commercialization could in-

fringe existing rights.
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This analysis allows identifcation, before invest-
ment or launch, of legal barriers that may restrict
market entry.

Failure to conduct such analysis increases the
risk of infringement claims, commercial blockag-
es and reputational damage.

Conducting it in advance enables evaluation
of licensing options, product redesign (“de-
sign-around”) strategies and innovation oppor-
tunities.

8. ENFORCEMENT AND MONITORING

IP enforcement comprises the set of measures
aimed at preventing, detecting, and reacting
against the unauthorized use of intangible as-
sets. A well-designed enforcement strategy re-
duces commercial risks by allowing, among
others, the timely identifcation of infringements
or infringement risks, preventing loss of market
share, avoiding brand deterioration, and ensur-
ing that the registration is not just a formal title,
but an effective exclusivity in the market, as it is
intended to provide.

8.1. Monitoring Measures
It is usually structured on three fronts:

I. Registry surveillance: monitoring of pub-
lications and applications before the com-
petent authorities to detect third parties
attempting to register or protect similar or
confusingly similar assets, to evaluate the
timely fling of oppositions and administra-
tive actions.

ii. Market and digital channels surveil-
lance: monitoring of points of sale, dis-
tributors, imports, marketplaces, social

networks, and advertising to detect imita-
tions, improper use of trademarks, copies
of packaging/designs, unauthorized con-
tent, or deceptive practices.

iii. Contractual and value chain surveil-
lance: controlling compliance with license,
distribution, franchise, manufacturing, and
confdentiality agreements, including rea-
sonable audits, supplier traceability, and
verifcation of sublicenses, to avoid devia-
tions from the authorized scope and leaks
of sensitive information.

8.2. Recommendations

For enforcement to be effcient, it is recommend-
ed to:

1. Defne portfolio priorities: identify “crit-
ical” assets and assign them a higher in-
tensity of monitoring.

2. Integrate surveillance with the busi-
ness: establish internal reporting chan-
nels (commercial, sales, marketing, sup-
ply chain) and escalation criteria (what is
tolerated, what is negotiated, what is liti-
gated).

3. React early: upon signs of infringement,
acting quickly can reduce the expansion
of the damage and improves the eviden-
tiary position.

4. Document evidence: keep screenshots,
samples, invoices, advertising, URLS,
dates, and any element that proves use
or commercialization. Early evidence can
be decisive for precautionary measures.

5. Align contracts with enforcement: li-
censes, franchises, and distribution must
include quality control clauses, coopera-
tion in enforcement, reasonable inspec-
tion power, handling of third-party in-
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fringements, and clear termination rules.
6. Manage confdentiality as an asset:
for trade secrets, complement NDAs with
internal measures (accesses, segmenta-
tion, policies, training) to keep the infor-
mation protected and enforceable.

8.3. Judicial Actions and Interim Measures

When the infringement persists or the commer-
cial risk is high, judicial actions can be activat-
ed (depending on the affected right) to obtain,
among others, the cessation of the conduct,
compensation for damages, and measures to

remove products or correct the market. Pre-
cautionary measures are a fundamental mech-
anism: they seek to prevent the damage from
worsening while the process advances. They
may include orders for the suspension of use
or commercialization, removal of publications
or advertising, immobilization of merchandise,
preservation of evidence, and other measures
depending on the case. For their success, it
must be demonstrated (i) ownership or legiti-
mation over the right, (ii) serious indications
of infringement or imminent risk, and (iii) the
necessity and proportionality of the measure
against the damage sought to be avoided.
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