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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 efficient
regulatory framework alig-
ned with international stan-
dards becomes the best tool
to attract high value-added
investments 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.

(ii) Universality: Foreign investment is allowed
in all sectors of the economy, except for: (i) ac-
tivities related to national defense and security;
and (ii) 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 fishing 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 finance, as well as
mining and hydrocarbons, prior authorization or
recognition by the competent authorities may be
required in specific 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-
cific 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 reflect the coun-
try’s commitment to the promotion, protection,
and stability of international investments.

1.1. International Investment Agreements
(“lIAs”)

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”).

IIAs 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. IlAs 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 IlAs has evolved since
the first type of these agreements was ratified 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

Pacific 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 Protocolto the Frame-
work Agreement of the Pacific
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.

In force since 2013. Law 1669

Trade Agreement between the

. f 2013. Approved by decision | European Union, Colombia,
European Union 0
P C-335/2014. Peru, and Ecuador.
C. Asia and the Middle East

COUNTRY ENTRY INTO FORCE TITLE OF THE AGREEMENT
In force since July 2, 2012. Law | Bilateral Agreement for the Pro-
1462 of 2011. Approved by deci- | motion and Protection of Invest-
China sion C-199 of 2012. 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-254/2019.

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 Repubilic.

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 Pacific 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

«  Kuwait

+ Pacific Alliance Investment Chapter to add
Australia, New Zealand, and Canada as
Associated States

2.1. Double Taxation Agreements

Double Taxation Agreements (“DTAs”) 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 benefits:

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 sufficient 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 ratified 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:

the Andean Community,
Spain,

Chile,

Switzerland,

Canada,

Mexico,

South Korea,

Portugal,

9. India,

10.the Czech Republic,

PN AN =

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. Iltaly,

13. France,

14. Japan,

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

Colombia has also entered into specific 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., Curacao
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 profit 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 benefits 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
(ii) 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
first aspects that must be defined 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, financial
corporations, and financing 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:

Import and export of goods
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
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
fransactions 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 profits.

« 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-
efit 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 profits 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 filing 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-
fication 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 five 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 certificates 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
(“GDRs’). 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.
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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 profits in Colombia

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

KEY INSIGHT

three months of imports.

« Send abroad the net profits 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 profits 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 officio?

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 specific 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 fine.

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 inflation-
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 reflecting the
true value of the asset; (iii) clearly define the
parties’ obligations; (iv) structure the rep-
resentations, warranties and indemnities
regime; and (v) effectively allocate and mit-
igate the identified 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 Certificate of Conveyance
and Good Standing (certificado de libertad
y tradicion) 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,
confirm 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 classification, zoning designation,
permitted uses and use intensity, buildabil-
ity coefficients, 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)
official land use certificates 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 specific 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) verification of the
property’s private or vacant lands (baldios) ori-
gin; (ii) determination of its current legal nature;
(iii) 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
clarification 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 conflict; (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 specifically regulated
by statute, and they may contain either re-
vocable or irrevocable offers or invitations
fo 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 confidentiality with respect to
confidential information received in con-
nection with the contemplated transaction.
Such documents typically define: the infor-
mation deemed confidential, the permitted
use thereof, the conditions of access, the
duration of the confidentiality 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 definitive 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, unjustified, 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) confidenti-
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
definitive 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



2020 Legal Guide

definitive 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-
lakes 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 Office (Oficina 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 (fideicomitente), trans-
fers one or more specific assets to anoth-
er, known as the trustee (fiduciario), who
undertakes to manage or dispose of such
assets in order to fulfill a specific purpose
determined by the trustor, for the benefit of
the trustor or of a third party known as the
beneficiary. Through a commercial trust
agreement, an autonomous trust (patrimo-

nio autonomo) 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 beneficiaries 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 specific proj-
ect and administers and invests such
funds while the conditions established
for their allocation to the project’s de-
velopment are fulfilled. This modality
may alternatively be structured as a
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fiduciary mandate (encargo fiduciario),
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 flows.

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 specified 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 Concesion Mercantil
de Espacio): This is an atypical agree-
ment under which one party, the grantor,
authorizes another, the concessionaire,
fo use and commercially exploit physical

spaces within its commercial establish-
ments, under the grantor’s supervision or
control, so that the concessionaire may
benefit 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
tfransaction, 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 findings 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 qualification
must be made on a case-by-case basis,
taking into account the specific 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 specifically authorize activities such as ur-
banization and parceling of land, construction,
expansion, modification, 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
specific 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, specifically de-
fining the permitted uses, buildability,
volumetrics, accessibility, and other tech-
nical aspects of the works. Its main mo-
dalities include new construction, expan-
sion, adaptation, modification, 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 conflict, (iii) combating il-
licit activities, and (iv) protecting food security,
among other objectives, can significantly 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 classified as fiscal 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 verification mitigates the risk
that the property may be subject to special
agrarian proceedings —such as ownership
clarification 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 conflict, 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 conflict; (i) 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 verification mitigates the risk that
the property may be subject to restitution
to victims of the internal armed conflict in
the future, which could result in the loss of
ownership by the current titleholder at the
time of restitution.

. Asset Forfeiture (Extincion de Domin-

io): 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 conflict, 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), infroduced 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 Office is authorized
to identify, locate, secure, and initiate as-
set forfeiture proceedings over assets of
postulated individuals, third parties, or
those identified 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 Proteccién 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, APPAs 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
define 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 Office of
Public Instruments Registry (Oficina 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%. (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 Offices 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 (avalué 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-
ification, 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
profitable. 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 certificate
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 benefit that the execution
of public works by the government gener-
ates to a property. This is recorded in the
Ownership Certificate 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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Legal Guide

to doing business in Colombia

Colombian corporate law
combines a traditional com-
pany-law framework with mo-
dern mechanisms designed
to attract investment and fa-
cilitate diverse types of tran-
sactions. The simplified joint
stock company (Sociedad
por Acciones Simplificada —
S.A.S.) has become the pre-
dominant corporate vehicle
due to its flexibility in structu-
ring economic and governan-
ce rights, its ease of incorpo-
ration, and its suitability for
foreign investment structu-
res.

1. INTRODUCTION TO THE COLOMBIAN
CORPORATE REGIME

Other corporate forms (such as the S.A. and the
Ltda.) coexist alongside it, remaining particularly
relevant in regulated sectors and for issuers of
securities.

The regime is characterised by:

* A broad scope for contractual autonomy.

* Recognition of shareholders’ agreements
and ancillary arrangements.

+ A strong emphasis on investor protection
and sound corporate governance.

1.1. Overview and applicable legal framework
The core regulatory framework consists of:

i. The Commercial Code, which contains
the general regime for commercial compa-
nies.

ii. Law 222 of 1995, which introduced re-
forms relating to corporate matters, direc-
tors’ duties, and corporate groups.

iii. Law 1258 of 2008, establishing the spe-
cial regime for the S.A.S., noted for its high
level of flexibility.

iv. Special regulations on securities mar-
kets, competition, consumer protection
and data protection.

The principal authorities are the Superinten-
dence of Companies, the Financial Superinten-
dence (with jurisdiction over issuers and super-
vised entities), and the Chambers of Commerce,
which administer the commercial registry. Soft
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law instruments—including corporate gover-
nance guides and codes aligned with OECD
standards—complement this framework.

1.2. Guiding principles and recent trends in
corporate structuring

Recent developments in Colombia’s corporate
regime reflect a drive for enhanced competitive-
ness and greater legal certainty for investment.
Key themes include:

* Flexibility and autonomy of will: the
S.A.S. allows for bespoke structuring in
both by-laws and shareholders’ agree-
ments.

- Investor protection and corporate gov-
ernance: obligations of directors, controls
on conflicts of interest, and minority share-
holder protections have been strength-
ened, particularly for securities issuers.

- Transparency and compliance: anti
corruption, anti money laundering and
data protection regulations have driven
the adoption of robust compliance pro-
grammes and internal policies.

- Digitalisation of corporate processes:
the expanded use of electronic filings and
registries has simplified incorporation and
ongoing corporate administration, espe-
cially for non resident investors.

2. CORPORATE VEHICLES FOR NEW IN-
VESTMENTS (GREENFIELD)

2.1. Types of companies in Colombia: over-
view

Colombia has a modern and flexible corporate
framework that facilitates the entry and estab-
lishment of new investments (greenfield). The
most commonly used vehicles to carry out busi-
ness activities on a permanent basis are: (i) com-
mercial companies (mainly the Simplified Stock
Company (S.A.S.), the Public Limited Company
(S.A.) and the Limited Liability Company (Ltda.)
and (ii) the branches of foreign companies.

Furthermore, any commercial company may
elect to obtain the status of a Collective Bene-
fit and Interest Company (BIC) by incorporating
voluntary sustainability commitments into its
corporate purpose and governance framework.

The selection of the appropriate corporate ve-
hicle depends, among other factors, on: (i) the
level of control that investors seek to retain;
(ii) the flexibility to admit new partners or
shareholders; (iii) the regulatory require-
ments applicable to the relevant industry;
(iv) the costs associated with ongoing reg-
ulatory compliance; and (v) the international
structure of the business group.
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The following provides a general overview of the typi-
cal process for incorporating a commercial company or

Selection of the
Corporate Vehicle

Determine the most ap-
propriate corporate vehi-
cle, taking into account
requirements related to
shareholders, tax struc-
ture, operational needs,
efficiency in terms of
time and costs.

Registration before the

[ Chamber of Commerce

File the required doc-
uments for registration
with the commercial reg-
istry and pay the applica-
ble registration fees.

e

Flujograma 2.1
Bylaws

Prepare the draft bylaws,
defining the corporate
purpose, share capital

and ownership structure,
as well as the manage-

ment and governance
framework, which must
comply with the applica-
ble sector-specific regu-
lations.

Obtaining the RUT
and the NIT

The tax identification
number (NIT) is as-
signed upon completion
of the registration pro-
cess. This process re-
quires the registration of

the Unified Tax Registry
(RUT), either directly by
the legal representative
or by a duly authorised
attorney-in-fact, as appli-
cable.

. Subsequent

Obligations

establishing a branch in Colombia:

s Execution of the Incor- ___

poration Document

The incorporation pro-
cess is completed
through the execution of
the incorporation docu-
ment by the sharehold-
ers or by a duly autho-
rised attorney-in-fact.

Foreign
Investment

Foreign investment must
be registered with the
Central Bank of the Re-
public and comply with

the applicable foreign
exchange and regulatory
obligations.

Verify and comply with corporate, tax and regula-
tory obligations in order to ensure the proper op-

eration and ongoing compliance of the company.
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2.2. Simplified Stock Company (S.A.S.)

In Colombia, the S.A.S. has positioned itself as
the corporate vehicle of choice for investors due
to its flexibility, low operating costs, and rapid in-
corporation process. Its formation may be exe-
cuted through a private document, except when
real estate contributions are involved, in which
case a public deed is required.

This type of company offers significant advan-
tages, including the ability to adopt a broad or
indeterminate corporate purpose and to estab-
lish an indefinite duration. It may dispense with a
legal reserve and allows for the creation of mul-
tiple classes of shares, as well as the execution
of shareholders’ agreements. The transfer of
shares is streamlined, carried out in accordance
with the bylaws, and perfected upon registration
in the shareholders’ ledger. Owing to its flexi-
bility, it is generally well suited for projects with
growth potential, future incorporation of inves-
tors, or sophisticated financing structures.

2.3. Public Limited Company (S.A.)

The S.A. is appropriate for structures that require
greater formality, involve multiple investors, or
are intended to access the public securities mar-
ket. Generally, its incorporation must be carried
out through a public deed. It must also define a
specific corporate purpose and duration, and it
is required to create a legal reserve equivalent
to 50% of the subscribed capital.

This type of company requires the establish-
ment of a mandatory board of directors and a
more robust corporate governance framework,
which entails more formal procedures for deci-
sion making, notices, minutes, and information
management. Its shares are freely transferable,
except when the bylaws establish preemptive

rights or specific restrictions. It is particularly
suitable for investors seeking a more structured
control environment, well defined rules for the
protection of minority shareholders, and greater
transparency in management.

2.4. Limited Liability Company (Ltda.)

The Ltda. Is a closed corporate structure,
commonly used by family businesses or small
groups of investors. Generally, its incorporation
must be executed through a public deed, and it
must establish a specific corporate purpose and
duration. The shares may only be transferred
through a statutory amendment and must be
registered with the commercial registry. Addi-
tionally, it is required to maintain a mandatory
legal reserve equivalent to 50% of its capital.

Due to its closed nature and greater rigidity, it
is convenient in projects with low turnover of
partners and where the stability of the corporate
composition is prioritized.

2.5. Foreign Company Branch

In Colombia, a branch is considered an exten-
sion of a foreign company, rather than a sepa-
rate legal entity. It operates with assigned, ful-
ly paid in capital and functions under the direct
responsibility of its parent company. Opening a
branch requires the submission of the foreign
company’s corporate documents, duly legalized
or apostilled, as well as the appointment of a
legal representative with authority to act in the
country. The branch must maintain independent
accounting records in Colombia and comply with
all applicable tax, foreign exchange, and corpo-
rate regulations.
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Under the Colombian Commercial Code, a for-
eign company is required to establish a branch
in Colombia when it intends to engage in activ-
ities of a permanent nature within the country.
The statute provides a non exhaustive list of ac-
tivities that are deemed to constitute permanent
operations, including: (i) opening commercial
establishments or offices in Colombia; (ii)
acting as a contractor for the execution of
works or the provision of services; (iii) carry-
ing out activities related to the management,
use, or investment of funds derived from pri-
vate savings; (iv) engaging in activities per-
taining to the extractive industry in any of its
sectors or related services; (v) obtaining or
participating in concessions granted by the
Colombian State; and (vi) conducting within
Colombian territory the operation of corpo-
rate administrative bodies, such as share-
holders’ meetings, boards of directors, or
management structures.

However, the determination of whether an activ-
ity is considered “permanent” must be assessed
on a case by case basis, considering the nature
of the activity, as well as factors such as its dura-
tion, immutability, continuity, and stability.

This vehicle is usually preferred in regulated
sectors or in contracts that require direct support
from the parent company, such as some finan-
cial services, energy, infrastructure or complex
work contracts.

2.6. BIC Companies (Collective Benefit and
Interest)

In Colombia, the BIC Company is a legal status
that may be adopted by any type of commercial
company (e.g., S.A.S., S.A., Ltda.). By adopting
this designation, the company incorporates into
its bylaws a formal commitment to generate eco-

nomic value while simultaneously producing a
positive social and/or environmental impact. Ac-
cordingly, the company’s directors are required
to consider, in their decision making processes,
the effects of their actions on the company’s
various stakeholders, including employees, the
community, customers, suppliers, and the envi-
ronment. Additionally, the company must public-
ly disclose a BIC management report, typically
on its website or an equivalent platform, as a
mechanism of accountability to shareholders/
partners and third parties. Regulatory authorities
may request or verify information related to the
company’s BIC obligations within the scope of
their respective capacity.

The adoption of BIC status is formalized through
the inclusion of a specific clause in the compa-
ny’s bylaws—either at the time of incorporation
or by means of a subsequent amendment. This
clause must identify the activities the company
will undertake in at least one of the legally estab-
lished dimensions (business model, corporate
governance, labor practices, community, or en-
vironment). The adoption requires compliance
with the applicable corporate approval mecha-
nisms and must be registered with the Commer-
cial Registry in order to take legal effect.

This designation can help differentiate the com-
pany in the market, enhance its reputation,
strengthen corporate governance practices, and
facilitate access to capital and ESG driven ini-
tiatives. In addition, it may enable the company
to access benefits associated with BIC recogni-
tion, such as preferential rates for certain ser-
vices, support programs, and institutional visibil-
ity, depending on the offerings available at any
given time. These elements may, in turn, have
a positive impact on commercial relationships,
strategic partnerships, and talent attraction. This
designation can help differentiate the company
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in the market, enhance its reputation, strengthen
corporate governance practices, and facilitate
access to capital and ESG driven initiatives. In
addition, it may enable the company to access
benefits associated with BIC recognition—such
as preferential rates for certain services, support
programs, and institutional visibility—depend-
ing on the offerings available at any given time.
These elements may, in turn, have a positive im-
pact on commercial relationships, strategic part-
nerships, and talent attraction.

From a tax perspective, BIC status does not, by
itself, confer automatic incentives solely by vir-
tue of holding the designation. However, it may
support or facilitate the structuring of benefits
applicable to specific investments or activities,
provided the requirements of the relevant tax re-
gimes are duly satisfied.

2.7. Comparison of corporate vehicles: costs, times, flexibility and risks

Below is a comparison of the main Colombian vehicles:

ASPECT

BRANCH

shareholders, no

It has no sharehold-
ers or partners in

A minimum of 2 and
a maximum of 25

of 5

maximum number;
no shareholder may
hold 95% or more of

partners.

Colombia, as it is
not an independent
legal entity.

By public deed.

The resolution ap-
proving the open-
ing of the branch by
the parent company
must be formalised
by public deed in
Colombia.

Liability is limited to
the amount of the
contribution, subject
to specific statutory

Minimum of 1 share- | Minimum
T (e quL:(;eTi, rmth no maxi-
shareholders / ’
partners
the share capital.
By private docu- By public deed.
ment, except where
real estate contribu-
tions are made.
Incorporation
Limited liability, ex-
cept where abuse of
the corporate form
Liability of or fraud of the law is
shareholders / | proven. exceptions.
parent company

Liability is limited to
the amount of the
contribution, except
where the law or the
bylaws establish ad-
ditional obligations
in specific cases.

All obligations aris-
ing from operations
in Colombia are
borne in full by the
foreign parent com-

pany.
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Capital

Freedom to define
rules for issuance,
subscription and
payment. Maximum
term of 2 years to
pay subscribed cap-
ital.

At least 50% of the
authorised  capital
must be subscribed
and at least 1/3 of
the value of each
share must be paid
upon incorporation;
the remaining bal-
ance must be paid
within 1 year.

Capital must be fully
paid upon incorpo-
ration. Any increase
must be formalised.

BRANCH

Operates with an
assigned  capital,
fully paid. Increases
require approval of
the parent compa-
ny. Supplementary
investment may be
increased through
remittances without
a formal amend-
ment.

Corporate
governance

The board of direc-
tors is optional. The
company may be
managed by a legal
representative, who
may be a foreign
national, subject to
statutory exceptions
(e.g. public utility
companies).

A board of direc-
tors is mandatory.
The company is
managed by a legal
representative, who
may be a foreign
national, subject to
statutory exceptions
(e.g. public utility
companies).

A board of direc-
tors is not required;
management gen-
erally rests with one
Oor more managers.
The manager may
be a foreign nation-
al, subject to spe-
cific sector related
restrictions.

A legal representa-
tive with authority
to act in Colombia
must be appointed.
The legal repre-
sentative may be a
foreign national, un-
less specific sector
regulations provide
otherwise.

Statutory auditor
(Revisor Fiscal)

Not required, unless
the company ex-
ceeds the applicable
statutory thresholds
for income or assets.

A statutory auditor
is generally manda-
tory.

Not required, unless
the company ex-
ceeds the applica-
ble statutory thresh-
olds for income or
assets.

A statutory auditor
must be appoint-
ed from the com-
mencement of op-
erations and must
be a certified public
accountant licensed
in Colombia.

Timing
and costs

Costs: Registration
tax of up to 0.7% of
the subscribed cap-
ital + applicable fee
based on the com-
pany’s asset range
+ COP 73,000 (ap-
prox. USD 18.01) for
registration rights.

Timing: 3 to 5 busi-
ness days.

Costs: Public deed
(0.3% of capital +
19% VAT on notari-
al fees), plus reg-
istration tax of up
to 0.7% of the sub-
scribed capital + ap-
plicable fee based
on the company’s
asset range + COP
69,00 (approx. USD
17.02) for registra-
tion rights.

Timing: 6 to 10
business days.

Costs: Public deed
(0.3% of capital +
19% VAT on no-
tarial fees), plus
registration tax of
up to 0.7% of the
initial capital + ap-
plicable fee based
on the company’s
asset range + COP
73,000 (approx.
USD 18.01) for reg-
istration rights.
Timing: 6 to 10
business days.

Costs: Public deed
(0.3% of capital +
19% VAT on no-
tarial fees), plus
registration tax of
up to 0.7% of the
initial capital + ap-
plicable fee based
on the company’s
asset range + COP
73,000 (approx.
USD 18.01) for reg-
istration rights.
Timing: 6 to 10
business days.
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3. ONGOING ACQUISITION PROCESSES (BROWNFIELD)

Mergers and acquisitions (M&A) include the purchase of shares or assets, integrations, and mergers
through which one company acquires, obtain control of or combines with another. In Colombia, M&A
transactions are a fundamental mechanism for business growth, corporate reorganization, access to
new markets and technologies, and the attraction of investment. Their relevance lies in their impact
on corporate structure, control, governance, and legal and regulatory risk. For this reason, they re-
quire strategic planning, thorough due diligence, and careful evaluation of operational, financial, and

contractual considerations.

1 2 3 4 5
Pre Contractual Due Drafting and Closing Post Closing
Stage Diligence Execution of the Obligations and
(LOI'/MOU / Agreement Activities
NDA) (SPA/APA)

3.1. Pre-contractual stage of M&A Operations
(LOI/MOU).

The pre contractual stage of an M&A transac-
tion is typically structured through Letters of In-
tent (LOIs) or Memorandums of Understanding
(MOUs). These documents establish the initial
framework of the deal and outline the key eco-
nomic and legal terms (such as the proposed
structure, purchase price or price ranges, pay-
ment mechanisms, target assets or equity inter-
ests, timeline, conditions precedent, and pre-
liminary allocation of risks). They also organize
the procedures for conducting due diligence and
negotiating the definitive agreements, ensuring
that the parties follow a clear and coordinated
process toward closing.

Generally, these documents do not create an
obligation to complete the sale or merger under
the proposed terms. However, they may include
binding provisions, such as confidentiality obli-
gations, exclusivity or non negotiation clauses,
rules regarding the handling of information, non

recruitment of employees, cost allocation, gov-
erning law, dispute resolution mechanisms, and,
in certain cases, break up fee clauses. These
stipulations must be drafted with precision to
clearly define their scope and enforceability.
Regardless of their binding nature, the parties
remain subject to the duties of good faith and
commercial loyalty inherent to the pre contrac-
tual stage, including the duty to provide relevant
information and the prohibition against contra-
dictory conduct.

3.2. Legal, tax and labor due diligence: best
practices

In Colombian M&A transactions, legal (corporate
and contractual), tax, and labor due diligence
are essential to gaining a comprehensive un-
derstanding of the target and the risks inherent
to the acquisition. Due diligence extends well
beyond confirming the accuracy of disclosed
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information: it aims to identify potential contin-
gencies, assess their likelihood and financial im-
pact, and translate those findings into informed
transactional decisions. These insights ultimate-
ly shape key aspects of the deal, including the
transaction structure, purchase price, closing
conditions, and the scope and allocation of risk
under the representations, warranties, and in-
demnification regime.

The process should commence with a clearly
defined scope, including the companies, assets,
contracts, and relevant periods to be reviewed,
together with a materiality framework to priori-
tize issues that may affect business continuity or
valuation. In practice, this work is facilitated by a
well organized virtual data room (VDR) and an
established Q&A channel, with the aim of issu-
ing an early red flags report.

(i) Legal perspective: the review should en-
compass: (a) confirmation of the Target’s cor-
porate status, including its existence and legal
representation, key bylaws and corporate res-
olutions, shareholder composition, and any en-
cumbrances or restrictions on the transfer of
equity interests; (b) examination of material con-
tracts—such as those with customers, suppliers,
landlords, lenders, and technology providers—
with particular attention to termination provi-
sions, penalties, and consent requirements for
assignment or change of control that may affect
closing; and (c) identification of litigation, inves-
tigations, and other contingencies, assessing
their likelihood of occurrence, potential econom-
ic exposure, and available mitigation strategies.

(ii) Tax perspective: the review should include:
(a) verification of the Target’s compliance status
and potential exposure before the DIAN and local
tax authorities with respect to income tax, VAT,
withholding taxes, and municipal taxes (such as

ICA), including any ongoing or potential audits
and associated penalties; (b) a reconciliation of
tax returns, accounting records, and supporting
documentation, with a focus on recurring risk
areas such as withholdings, VAT, cross border
payments, and, where applicable, transfer pric-
ing obligations; and (c) translating the identified
risks into appropriate contractual protections—
such as specific tax indemnities or purchase
price retentions/escrow arrangements—and as-
sessing their impact on the transaction structure
(e.g., share purchase versus asset purchase).

(iii) Labor perspective: the review should in-
clude: (a) an analysis of the Target’s hiring struc-
ture, compensation and benefits arrangements,
and reliance on third party service providers,
including risks related to misclassification, de
employment claims, and situations involving
enhanced or reinforced job stability; (b) verifi-
cation of compliance with labor obligations and
with social security and parafiscal contribution
requirements (PILA), together with a review of
the implementation and effectiveness of the
Occupational Health and Safety Management
System (SG SST); and (iii) a review of collective
labor disputes and ongoing or potential labor
claims, and an evaluation, particularly relevant
in asset purchase structures, of risks associated
with employer substitution and the continuity of
labor related obligations.

3.3. Sales and Purchase Agreements and
Shareholder Agreements

In M&A transactions in Colombia, the purchase
agreement (whether for shares, quotas, or as-
sets) constitutes the principal instrument for
executing the transaction and allocating risks
among the parties. The shareholders’ agree-
ment complements this framework by governing
the relationship between the shareholders and
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the corporate governance structure, which is
particularly relevant in joint investment scenar-
ios or when minority shareholders remain in the
company post closing.

3.3.1. Sales and Purchase Agreement (SPA/
APA)

(i) Structure of the transaction: (a) Share
deal: the buyer acquires an equity interest in
the target company and, in most cases, obtains
control over it; and (b) Asset deal: the buyer ac-
quires specific assets (or a business unit), which
requires a detailed review of the assignment of
contracts, permits, licenses, and any associated
liabilities.

(ii) Price and financing mechanisms: Price
and financing mechanisms: (a) the determina-
tion of the purchase price and any subsequent
adjustments (e.g., cash, debt, and working capi-
tal adjustments) under either a locked box struc-
ture or closing accounts methodology; and (b)
the use of deferred payments, purchase price
withholdings, escrow arrangements, or fiducia-
ry structures as common mechanisms to secure
the seller’s obligations.

(iii) Condition precedent and authorizations:
(a) internal corporate approvals, waivers of pre
emptive rights, and third party consents (includ-
ing from lenders, key customers, and landlords);
(b) regulatory authorizations required in super-
vised sectors or triggered by a change of control;
and (c) an assessment of potential filing obliga-
tions before the Colombian Competition Author-
ity (the Superintendence of Industry and Com-
merce — SIC) for business combinations, based
on applicable thresholds and relevant markets;
(d) reps and warranties covering the target’s ex-
istence, capitalization, financial statements, tax
compliance, labor matters, litigation, regulatory

compliance, ownership of assets, and related
areas; (e) specific indemnities and negotiated
liability limitations, including caps, baskets, de
minimis thresholds, and survival periods; and
(f) mechanisms for resolving purchase price ad-
justments and indemnification claims, such as
expert determinations or arbitration.

(iv) Solution mechanisms for price adjust-
ments and claims (expert/arbitration): (a)
covenants to operate “in ordinary course” until
closing and restrictions on relevant indebted-
ness, dividends or sales; and (b) non-compe-
tition and non-solicitation agreements, which
must be reasonable in scope, time and territory.

3.3.2. Shareholder Agreements (SHAs): con-
tent and effects

(i) Corporate governance: rules on majorities
in corporate bodies, appointment of directors,
quorums and reinforced majorities, reserved
matters and information rights.

(ii) Transfer of shares: lock-ups, pre-emptive
rights, prior authorizations, and buying/selling
mechanisms between shareholders.

(iii) Unlock mechanism: Transfer of shares:
lock-ups, pre-emptive rights, prior authoriza-
tions, and buy/sell mechanisms between part-
ners.

(iv) Economic aspects: dividend policy, future
contributions, anti-dilution and financing rules.

(v) Dispute resolution: staggered dispute-res-
olution clauses, such as negotiation and media-
tion followed by arbitration, as well as expert de-
terminations for valuation matters or contractual
adjustments.
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(vi) Opposability and coordination with stat-
utes: to be effective, the agreement must be
consistent with applicable law and the compa-
ny’s bylaws. In practice, key provisions (such
as transfer restrictions, special majorities, and
similar governance mechanisms) are often mir-
rored in the bylaws and in the closing document
package to minimize the risk of unenforceabil-
ity or internal conflicts. Likewise, shareholders’
agreements must be filed at the company’s reg-
istered office and may have a term of ten years,
renewable for an additional ten year period.

3.4. Closing and registration procedure

The closing of an M&A transaction must be
carried out in accordance with the formalities
and registration requirements applicable to the
transaction structure (whether a share purchase
or asset purchase), the corporate form of the
target entity, and the nature of the assets being
transferred. In general terms, the closing pro-
cess includes: (i) verification of the conditions
precedent; (ii) execution and delivery of the
transfer instruments; (iii) payment of the price
and, where applicable, the transfer of control;
and (iv) preparation and filing of the corporate
and/or public registrations necessary to ensure
enforceability against the company and third
parties.

In share acquisitions, the closing aims to for-
malize the transaction and properly reflect it on
the company’s corporate records. To that end,
compliance with the relevant conditions, includ-
ing statutory restrictions such as pre emptive
rights and required authorizations, is verified,
the closing documents are executed (including
the share purchase agreement and the payment
instruments), and the necessary administrative
updates are coordinated. The central legal act
is the registration of the share transfer in the

shareholders’ ledger book, as the transfer be-
comes effective in relation to the company only
upon such entry.

In asset acquisitions, closing is completed
through the individual transfer of the assets,
in compliance with the formalities required for
the acquirer’s title to be valid and enforceable
against third parties. This entails, among other
aspects, that real estate must be transferred by
means of a public deed and registered with the
Office of the Registry of Public Instruments; that
assets subject to specialized registries follow
their respective procedures; and that the assign-
ment of trademarks, patents, or other industrial
property rights is processed before the SIC.

In sum, the closing of a transaction in Colombia
is not limited to the execution of documents and
the payment of the price; it also requires prepar-
ing and completing the necessary registrations
to finalize the transfer and ensure its legal en-
forceability.

3.5. Regulatory and competition consider-
ations

In addition to the foregoing, M&A transactions
require, beyond the previously described cor-
porate and contractual analysis, an early as-
sessment of two elements that may significantly
affect the timeline and the structuring of the clos-
ing: (i) the applicable sector specific regulatory
framework, and (ii) the merger control regime
governing business combinations.

To begin with, it is necessary to determine
whether the target company operates in a sec-
tor subject to special supervision or authoriza-
tion requirements for changes in ownership or
control. In regulated industries, such as financial
services, securities markets, public utilities, tele-
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communications, concession based infrastruc-
ture, hydrocarbons, and healthcare, the acqui-
sition of significant equity interests, a change of
control, or the assignment of certain rights may
require prior approval from, or notification to, the
relevant supervisory authorities.

Furthermore, even in the absence of sector spe-
cific authorization requirements, the transaction
may trigger the merger control regime. It must
be assessed whether the transaction constitutes
business concentration and whether it exceeds
the applicable asset or revenue thresholds.
Where these thresholds are met, the parties
may be required to notify the SIC or, in certain
cases, obtain prior authorization. In such sce-
narios, the parties must refrain from implement-
ing the transaction before obtaining clearance or
submitting the required notification, in order to
avoid gun jumping violations.

For these reasons, it is customary for transac-
tion documents to incorporate regulatory and
competition related conditions precedent, to-
gether with undertakings regarding cooperation
and provisions governing the allocation of risks
arising from potential regulatory requirements.
Undertaking a regulatory assessment and com-
petition screening at the structuring stage en-
ables the parties to anticipate relevant timelines,
refine the design of the transaction, and mitigate
associated contingencies.

3.6. Specific aspects in energy M&A transac-
tions

In M&A transactions within Colombia’s renew-
able energy sector, the principal asset is typical-
ly the project itself and the achievement of the
critical path leading to its entry into operation.
Accordingly, the due diligence review is directed
at confirming the validity, adequacy, and internal

consistency of permits, land use rights, regulato-
ry milestones, and essential project agreements.

To begin with, the project’s status before UPME
must be verified, particularly its phase, current
development status, and technical coherence.
With respect to grid connection, the allocation
of capacity and the project’s progress against
the approved schedule constitute the primary
risk factors. Accordingly, both the reference and
monitoring S Curves (within renewable ener-
gy projects, it is understood as a planning and
control tool designed to graphically depict the
project’s cumulative progress across key dimen-
sions, including costs, physical execution, and
schedule performance) are reviewed, togeth-
er with supporting evidence of compliance, the
potential impacts of delays, and the guarantees
administered to by the entity acting as Adminis-
trator of the Wholesale Energy Market (in Co-
lombia, XM S.A.S. E.S.P.), as applicable. These
elements are typically reflected in conditions
precedent, covenants, and adjustment mecha-
nisms tied to the achievement of regulatory mile-
stones.

At the same time, the land tenure component is
often determinative. The due diligence review
examines title documents and any potential
encumbrances, the robustness of the land use
rights, and the status of easements and access
routes, including those required for the evacua-
tion line, to ensure that the project benefits from
clear and enforceable legal foundations.

In addition, the environmental dimension re-
quires thorough verification of the applicable
environmental license or permits, their level of
compliance, and the existence of any require-
ments, investigations, or administrative sanc-
tioning proceedings that could adversely affect
the development of the project.
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Finally, the contractual framework underpinning
the project’s viability is assessed, including pow-
er purchase agreements (PPAs), engineering
procurement and construction (EPC) and supply
agreements, operation and maintenance (O&M)
contracts, interconnection documentation, and,
where relevant, financing agreements.

Taken as a whole, a properly structured transac-
tion harmonizes the contractual arrangements
and closing mechanics with the project’s critical
path—encompassing property matters, environ-
mental obligations, UPME milestones, grid con-
nection requirements, and essential contractual
instruments—while allocating risks through con-
ditions precedent, indemnification provisions,
and, where appropriate, pricing mechanisms or
withholdings linked to the satisfaction of defined
milestones.

4. OBLIGATIONS OF BUSINESS GROUPS

4.1. Definition and registration of business
groups

In Colombia, a business group is deemed to ex-
ist when a relationship of corporate control is ac-
companied by a unity of purpose and direction
among the affiliated companies, as provided in
Article 28 of Law 222 of 1995. In practice, this
means that although each company preserves
its own legal personality and manages its indi-
vidual corporate purpose, all entities align their
decision making pursuant to a common policy
established by the parent (controlling) company,
which defines the strategic course of the group
as a whole and harmonizes objectives, priori-
ties, and operating parameters across the affili-
ated entities. This shared direction is expressed
through cross cutting guidelines (whether finan-
cial, commercial, operational, or related to cor-
porate governance) that enable the implemen-

tation of a coherent and sustained group wide
strategy over time, without undermining the for-
mal legal autonomy of each company.

Once a business group has been formed, it must
be registered in the Mercantile Registry of the cor-
responding Chamber of Commerce within 30 busi-
ness days following its formation, in accordance
with Article 30 of Law 222 of 1995. This registra-
tion must be updated in the event of any materi-
al changes, such as corporate reorganizations or
modifications to the shareholding structure.

4.2. Obligations before the Superintendence
of Companies

The Superintendence of Companies is the gov-
ernmental authority vested with the powers of in-
spection, oversight, and control over commercial
companies in Colombia. In relation to business
groups, their principal supervisory obligations
encompass the following:

(i) Verification and updating of the registry:
The Superintendence of Companies may re-
quire information to verify the correct registration
of the business group and order adjustments if it
finds inconsistencies.

(ii) Special group report: The directors of the
parent company and its subordinate entities
must annually submit a special report to the
highest corporate body, detailing the intensity
and nature of the material economic relation-
ships within the group, as well as the principal
transactions and decisions undertaken under
the influence of, or in the interest of, the parent
company or its subsidiaries.

(iii) Consolidated financial statements: The
parent company is obliged to prepare and pres-
ent consolidated financial statements in accor-
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dance with International Financial Reporting
Standards (IFRS). In cases where the parent
company is located abroad, this obligation is
assumed by the Colombian subsidiary with the
largest volume of assets.

(iv) Submission of information: Business
groups are required to file their consolidated fi-
nancial statements and accompanying sched-
ules as part of the exogenous information sub-
mitted to the tax authority, within the deadlines
established annually.

4.3. Relevant aspects of competition and au-
thorization

Competition law has a direct impact on business
groups in Colombia, principally through the con-
trol of business combinations and the prevention
of anticompetitive conduct. The SIC, as previ-
ously mentioned, is the authority responsible for
ensuring that concentration operations do not
impair free competition in the market.

Business integrations encompass mergers, ac-
quisitions of shares or assets, takeovers (includ-
ing the acquisition of joint control), and corporate
reorganizations that result in an economic con-
centration. When certain criteria are met, such as
surpassing the asset or revenue thresholds estab-
lished for the corresponding yeatr, the parties must
notify the transaction and, in some instances, ob-
tain prior authorization before its completion. It is
important to underscore that these thresholds are
assessed with reference to the economic group as
a whole, rather than solely the acquiring or the ac-
quired entity in isolation.

For business groups, the competition analysis
must be carried out from the planning stage,
since executing an integration without comply-
ing with the procedures can lead to sanctions
and the reversal of the operation.

4.4. Transfer Pricing: Obligations, Documen-
tation and Risks

The transfer pricing regime in Colombia seeks
to ensure that transactions between related
companies, especially with parent companies
or subsidiaries abroad, are carried out at market
values. The main obligations include:

(i) Identification of related-party transac-
tions: It is necessary to identify all transactions
with related companies, including the purchase
and sale of goods, services, royalties, financing
and assignment of intangibles.

(i) Supporting documentation: Depending on
the amounts and nature of the transactions, the
Transfer Pricing Information Return, the Local
Report, the Master Report, and, for certain multi-
national groups, the Country-by-Country Report,
must be prepared.

(iii) Submission and retention: Reports must
be submitted in accordance with the applicable
fiscal calendars and retained for potential review
in the event of audits.

Failure to comply may give rise to tax adjust-
ments, financial penalties, and risks of double
taxation. It is essential that contracts and inter-
nal documentation remain consistent with the
operational and accounting reality of the group.

4.5. Reporting and tax compliance

Each company in the corporate group must
comply with its tax obligations individually, but
the authorities usually analyze the consistency
of the information at the group level. The main
obligations include:
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- Tax returns: File income tax returns, VAT, withholdings and other national and territorial taxes
in accordance with official calendars.

- Exogenous information: Report to the tax authority operations with third parties, payments,
withholdings and relevant transactions, ensuring consistency with financial statements and
electronic invoicing.

- Ultimate beneficial ownership registration: Identify and report to the tax authority the infor-
mation of the final beneficiaries of the group, updating it in the event of any relevant changes.

- Documentation of reorganizations: Mergers, spin offs, and other intra group reorganizations
must be duly documented for both tax and registration purposes.

Obligations of Business Groups

OBLIGATION

Registration of Business Group
or Control Situation

DEADLINE

Within 30 business
days from the date on
which the situation is
configured.

AUTHORITY/
REGULATOR

Chamber
of Commerce

Must be filed between

Superintendence  of

Informative Return and Local File

(depending on the
taxpayer’s NIT).

Fl{mg of Consolidated 13 April and 11 May Compan_les (Super!n-
Financial Statements tendencia de Socie-
2026.
dades)
Transfer Pricing: 9-22 September 2026 | DIAN

(Colombian Tax Au-
thority)

Transfer Pricing:
Country by Country Report

No later than 15 De-
cember 2026.

DIAN
(Colombian Tax Au-
thority)

Notification of Business Combinations
(Merger Control)

Prior to the execution
of the transaction.

Superintendence of In-
dustry and Commerce

National Database Registry (RNBD)

By 31
(update).

March 2026

Superintendence of In-
dustry and Commerce
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5. LIQUIDATION OF COMPANIES AND BRANCHES

Liguidation is the process through which a Colombian company, or a branch of a foreign company,
ceases its activities, settles its assets, and extinguishes its obligations. The process may commence
only after the company has been formally dissolved, or after the parent company has adopted the
decision to liquidate the branch, at such point the entity retains its legal personality solely for purposes
of carrying out the liquidation, which is governed by the Commercial Code and the applicable special

regulations.

1

Dissolution and
appointment of the
liquidator

2

Registration with the
Chamber of Com-
merce of the dissolu-
tion status and start of
liquidation

3

Publication of liquidation
notices, notification to
creditors and DIAN, and
subsequent verification
of claims

4

Preparation and
approval of the final
liquidation accounts

5

Registration of the final
liquidation accounts
with the Chamber of
Commerce and can-
cellation of the com-
mercial registration

6

Cancellation
of the RUT

5.1. Legal procedure for voluntary and com-
pulsory liquidation

5.1.1. Voluntary liquidation

(i) Dissolution or adoption of the decision to
liquidate: the decision must be approved by the
competent body and registered with the Chamber
of Commerce. From that moment on, the entity
can only execute acts aimed at its liquidation and
must add “in liquidation” to its name. In branches,
the dissolution is formalized with the registration of
the decision of the parent company.

Note: if the highest corporate body does not ap-
point a liquidator, the legal representative of the
company or branch will perform the functions of
liquidator.

(ii) Appointment of the liquidator: The liquida-
tor may be designated either pursuant to the by-
laws or as mandated by the law. In the absence
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of an appointment by the highest corporate
body, the legal representative shall automatical-
ly assume the role. Within one month thereafter,
a comprehensive inventory must be prepared,
setting out all assets, liabilities, contingent obli-
gations, and existing contracts.

(iii) Verification of credits: First, notices are
published at the company’s registered office,
and both the creditors and the DIAN are notified.
Afterwards, the credit verification process be-
gins, during which creditors submit their claims
to be admitted, challenged, or rejected, in ac-
cordance with the supporting documentation
and the legal rules of priority. Once this stage
is completed, the liquidator proceeds to realize
the assets through appropriate disposal mech-
anisms and allocates the funds obtained to the
orderly payment of obligations, following the pri-
ority established by law.

(iv) Final liquidation account: Once all liabili-
ties have been fully satisfied, the liquidator pre-
pares the final liquidation account for approval
by the highest corporate body. Following such
approval and the corresponding registration
with the Chamber of Commerce, the company’s
commercial registration is cancelled. In the case
of branches, the parent company prepares the
final account once all local liabilities have been
settled and the applicable foreign exchange pro-
cedures have been completed.

(v) Cancellation of the RUT: Following this
registration, the entity must: (a) file the income
tax return corresponding to the applicable frac-
tion of the taxable year; and (b) request the can-
cellation of the Tax Registry (RUT) before the
DIAN, thereby formalizing the fiscal closure of
the entity and the definitive termination of its tax
obligations in Colombia.

5.1.2. Forced liquidation

It is initiated pursuant to a judicial or adminis-
trative order when a cessation of payments or
other critical legal or patrimonial circumstances
arise. The procedure is conducted under Law
1116 of 2006 or the applicable special regimes,
depending on the sector. The judge or compe-
tent authority appoints the liquidator and directs
the process, ensuring compliance with the stat-
utory order of priority and the orderly termination
of obligations.

5.2. Labor, tax and exchange implications

. Labor obligations: Each employment
contract must be terminated in accordance
with the provisions of the Substantive La-
bor Code, and all salaries, benefits, social
security contributions, and applicable sev-
erance indemnities must be duly settled. In
cases involving collective dismissals, the
corresponding administrative procedures
before the Ministry of Labor may be re-
quired.

ii. Tax obligations: The entity must continue
filing all tax returns until its definitive clo-
sure, including income tax, VAT, withhold-
ing tax, and territorial taxes. The distribu-
tion of any remaining assets may generate
occasional withholdings or taxable gains.
Finally, the cancellation of the RUT must
be requested.

iii. Foreign exchange obligations: In the
case of foreign investment, the corre-
sponding procedures must be carried out
to cancel or repatriate the capital regis-
tered with the Central Bank. The liquidator
must adequately document all foreign cur-
rency transactions and proceed to close
the bank accounts associated with the op-
eration.
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5.3. Timelines, Costs, and Recommenda-
tions for Efficient Settlement

i. The duration of the liquidation procedure
is determined by variables such as the
complexity of the estate, the number and
nature of creditors, the disposal of assets,
and any existing contingencies. As a gen-
eral reference, such proceedings typical-
ly extend over a period ranging from 6
months to 2 years.

ii. The costs of the procedure encompass the
liquidator’s fees, notarial and registry ex-
penses, the appraisals required, any out-
standing labor and tax obligations, as well
as the operational expenses associated
with the closing process.

iii. For an efficient liquidation process, it is ad-
visable to conduct a preliminary review of
the accounting and tax situation, regular-
ize any outstanding obligations prior to ini-
tiating the procedure, advance the termi-
nation of current contracts, and rigorously
document the actions undertaken by the
liquidator. Additionally, in cases involving
foreign investment, it is recommended to
coordinate the corresponding exchange
procedures in advance.

6. FOREIGN EXCHANGE REGISTRATION
AND IMPLICATIONS

In Colombia, the exchange regime operates un-
der two modalities: (i) the free market regime;
and (ii) the regulated market regime. The latter
requires mandatory channeling of certain op-
erations. In this context, the Central Bank has
established that foreign capital investments in
Colombia, Colombian investments abroad, and
their respective returns, dividends, and other
yields must be channeled and reported through
authorized intermediaries or designated bank
accounts.

6.1. Registration of foreign investment with
the Central Bank

The registration of foreign currency investments
requires channeling the funds through Foreign
Exchange Market Intermediaries (IMC) or duly
registered clearing accounts, as well as submit-
ting the corresponding exchange declaration.
Although the regulations allow investment reg-
istration at any time, they require that substitu-
tions and cancellations be processed in a timely
manner.

A recurring challenge involves the omission of
updates when changes occur in ownership or
the amount of investment, which may create ob-
stacles for future foreign exchange transactions
associated with the investment. In such cases,
the Central Bank may require the regularization
of the registry before authorizing new opera-
tions. For example, if a company fails to report
an investor substitution within the 6-month peri-
od, it must regularize the registration to contin-
ue carrying out related transactions; otherwise,
it may be subject to penalties. To prevent such
situations, it is advisable to implement robust
documentary controls, conduct periodic audits,
provide training to the responsible team, and
maintain ongoing communication with the Cen-
tral Bank.

6.2. Exchange obligations in incorporation,
acquisition and liquidation

The correct channelling and declaration of re-
sources is essential at every stage of the invest-
ment. Nevertheless, errors commonly arise, par-
ticularly related to the improper use of exchange
numbers or the omission of reporting in partial
settlements. For example, the transfer of shares
without declaring the corresponding cancellation
of the investment may prevent the execution of
subsequent operations associated with that in-
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vestment until the registration with the Central
Bank is duly regularized.

For efficient management, it is advisable to estab-
lish clear internal procedures, designate respon-
sible personnel for foreign-exchange compliance,
anticipate potential corporate reorganization sce-
narios, and ensure that all records are updated in
a timely manner. Prevention and proper planning
are key to avoiding errors that could hinder the ef-
ficient movement of resources.

6.3. Sanctions and Best Practices for For-
eign Exchange Compliance

Sanctions for foreign exchange non compliance,
beyond their financial implications, may adverse-
ly affect an entity’s reputation and its capacity to

Inflow of foreign
investment in
foreign currency

Change
of information?

Maximum 6 months
trough the SIC

May result in partial or

total cancellation of the

initial registration and a
new registration

Registration with the
Central Bank of Colombia
through the SIC

operate in both the Colombian and international
markets. Accordingly, the proper management
of foreign investment requires a strategic ap-
proach that integrates regulatory compliance,
risk prevention, and operational efficiency.

Best practices include maintaining organized
and updated documentation, carrying out peri-
odic internal audits, seeking professional advice
when dealing with complex transactions or regu-
latory modifications, and remaining continuously
informed in light of evolving regulations. Special-
ized support enables entities to anticipate risks,
optimize procedures, and ensure transparency
before both domestic and foreign authorities and
business partners, thereby adding value and re-
inforcing confidence in operations conducted in
Colombia.

Chanelling through
foreign exchange
market intermediary or
compensation account

Retention of
supporting documents

Maximum 6 months
trough the SIC

Declaration of
cancellation of
international
investments
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7. CASE STUDIES AND STRATEGIC GOOD
PRACTICES

Frequent scenarios (Greenfield and Brownfield)
and strategic recommendations within the Co-
lombian corporate framework. This approach
aims to support international investors in mak-
ing informed decisions by providing a compre-
hensive perspective that integrates legal, tax,
financial, accounting, cultural, and technological
considerations.

7.1. Examples of optimal structures for dif-
ferent investor profiles

(i) Case 1 - Foreign Small/Medium-Sized Enter-
prise Investor (Non-Regulated Sector) entering
Colombia (Greenfield):

a. Usually optimal structure: S.A.S. whol-
ly owned (100%) by the parent company
(which may be a foreign individual or legal
entity) due to its flexibility and expedited
implementation. Incorporation is typically
carried out through a private document and
subsequent registration with the Chamber
of Commerce.

b. Key decisions: (1) local operating mod-
el (sales/support/distribution), (2) design
of light corporate governance and simple
powers, (3) early definition of intra-group
flows (services/licenses/costs) and capi-
talization (capital vs. premium).

(i) Case 2 - Energy/infrastructure project
(Greenfield or pipeline acquisition) with or with-
out financiers:

a. Usually optimal structure: Special pur-
pose legal vehicle in Colombia (commonly
S.A.S.) + shareholders’ agreement + guar-
antee packages and covenants.

b. Strategic approach: Limit the purpose of
the S.A.S. to the project, define “reserved
matters” (to be approved by the “owners”
or shareholders), rules for future contribu-
tions (“anti-dilution”) and clear exit mecha-
nisms (sale to strategic investor, refinanc-
ing, among others).

c. Multifunctional added value: Align from
the beginning the legal structure with the
project’s financial model (“Debt Service
Coverage Ratio”, *“waterfall”, “dividend
locks”), capital calls and banking/insur-
ance requirements.

(iii) Fintech/technology (Greenfield) with rapid
growth and capital rounds

a. Usually optimal structure: S.A.S. + in-
tellectual property scheme (Transference/
assignment, ‘“chain of title”), “Employee
Stock Ownership” or incentive plan and
personal data policies.

b. Strategy: Prepare the company for inves-
tor audits (“clean cap table”, standardized
contracts, personal data compliance, mon-
ey laundering policy, technological and fi-
nancial traceability).

(iv) Beyond the legal and most importantly:
Clear and proven business model.

7.2. Fund/Private Equity buying Colombian
company (Brownfield/M&A):

(i) Usually optimal structure: Purchase via
holding company or HoldCo (local or foreign ac-
cording to treaties, substance and tax strategy)
+ S.P.A. (purchase and sale contract) + escrow/
withholdings + insurance of representations and
guarantees, if applicable.
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(ii) Strategic approach: Due diligence oriented
to material contingencies (corporate, labor, tax,
exchange, personal data) and “day-1 readiness”
plan (powers of attorney, firms, banks, internal
controls).

(iii) Corporate governance: Board of directors/
bodies, committees, and rules of conflict of inter-
est and non-compete acts.

7.3. Common mistakes and how to avoid
them

i. Risk of selecting a legal vehicle out of habit
rather than strategic analysis (e.g., S.A.S.
vs. special-purpose entity vs. contractual
joint venture vs. commercial trust). How to
avoid this? Use a structured decision ma-
trix evaluating: regulatory requirements,
risk exposure, financing needs, profit re-
patriation mechanisms, corporate gover-
nance, tax implications, and exit strate-
gies.

ii. Risk of weak corporate compliance (e.g.,
missing corporate books, incomplete min-
utes, informal powers of attorney, and
undocumented decisions). How to avoid
this? Strengthening the corporate secre-
tariat, enforcing documentation discipline,
and maintaining a robust audit trail. En-
sure proper management and authoriza-
tion of conflicts of interest and competition
issues, the process is just as important as
the outcome.

iii. Risk of a “disorderly” shareholding struc-
ture and fragmented intellectual property
rights (e.g., unclear share issuances, op-
tion grants without defined rules, unas-
signed software or know how, and unreg-
istered trademarks). How to avoid this?
Maintain a controlled and transparent
Shareholder structure, ensure shareholder

iv.

agreements align with the bylaws, and pro-
actively close intellectual property gaps.
Risk of underestimating liability exposure
arising from abuse of the corporate form.
For instance, in S.A.S. entities, Law 1258
of 2008 permits the lifting of the corporate
veil when fraud or harm to third parties is
proven. How to avoid this? Ensure each le-
gal structure serves a legitimate business
purpose, maintain adequate capitalization,
and strengthen compliance and transpar-
ency practices.

Risk of failing to map “transversal compli-
ance” obligations (foreign exchange, tax,
labor, data protection, cybersecurity, and,
when applicable, SAGRILAFT/PTEE).
How to avoid this? Adopt an integrated
legal-tax—financial-accounting approach
and implement controls from the onboard-
ing stage, including policies, training, and
secure technological tools.

7.4. Recommendations to streamline pro-
cesses and mitigate risks.

i.

Design the entry as a “program” (not
as a procedure): A single schedule with
legal, fiscal, accounting, banking, human
talent and technology fronts (roles, depen-
dencies, deliverables).

Standardize global documentation and
localize it early: Powers of attorney, cer-
tificates, apostilles/translations; contractu-
al templates and policies adapted to Co-
lombia.

Implement corporate compliance and
governance frameworks that are “due
diligence ready”: Ensure coherent by-
laws and shareholder agreements, main-
tain an up to date minute book, establish a
clear powers of attorney matrix, and adopt
a formal conflicts of interest policy that
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supports informed and well documented
decision making.

Prepare the “Exit from Entry”: Define
from the outset the restrictions and mech-
anisms governing share transfers (e.g.,
carry over or adhesion rights, rights of first
refusal), as well as performance metrics
and exit conditions.

i.

Leverage analytics and technology to
enhance control, security, and opera-
tional speed: Establish a day one data
room (contracts, licenses, minutes, con-
solidated IP assets), implement approval
workflows, use e signatures where appro-
priate, and deploy compliance dashboards
(labor, tax, data protection). Adopt techno-
logical tools and models that ensure ro-
bust cybersecurity.
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This chapter is structured as
a guide designed specifically
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 flow, 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 files. For companies, this



2020 Legal Guide

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
fo 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 Confidential-
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 specific
thresholds. Currently, companies and non-profit
entities with total assets exceeding 100,000 Tax

" “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 flow 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 specifically 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 flows 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
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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
Officer, 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:

- Identification: 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-
fied risks and their potential impact if they
materialize, thus forming the company’s
risk matrix.

- 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-
plified 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 financing through operational and
financial requirements proportional to the size of
the organization.

Unlike the comprehensive system, minimum
measures do not require the designation of a
Compliance Officer 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 identification of the final
beneficiary 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 Officer

In Colombia, the obligations to implement pre-
vention systems arise automatically when com-
panies exceed certain financial thresholds,
according to the sector to which they belong.
These are calculated based on the Current Le-
gal Monthly Minimum Wage (SMMLYV) 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?)

THRESHOLD FOR

THRESHOLD FOR
COMPREHENSIVE SAGRILAFT

SECTOR

MINIMUM MEASURES
REGIME

General Rule (Supervised or

controlled companies) prox

Income or Assets >= USD $17,280,557 approx.
Virtual Asset Contributions >= USD $43,201 ap- | N/A

Real Estate Agents approx.

Real Estate Activity Income >= USD $43,201
Total Income >= USD $12,960,418 approx.

Income >= USD $1,296,041
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
7 Virtual Asset Operations >= USD $43,201
LD e Income >= approx. USD $1,296,041 or Assets N/A

4 The 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
Officer, a central figure 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 Officer

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 sufficient knowledge in ML/TF/FPWMD
risk management, demonstrable through cer-
tifications, diplomas, or specific 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 Officer (principal or
alternate) in more than 10 obliged companies
simultaneously.

Incompatibilities
and Disqualifications

+ 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 -

AROQOS).

+ 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 Officer (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: It is an immediate and confidential
report.
 When is it issued? It must be sent as
soon as the company, through its monitor-
ing controls or red flags, identifies an op-
eration that due to its number, quantity, or
characteristics does not fall within normal
business practices, and which cannot be
reasonably justified by the counterparty.
« Confidentiality: 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 flags 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 fines,
disqualification 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 specifically to identify, mea-
sure, control, and monitor the risks of Corruption
(C) and Transnational Bribery (ST). Unlike SAGRI-
LAFT, which focuses on the flow of illicit capital,
the PTEE centers on the integrity of transactions,
interactions with public officials, 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 finan-
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
tfransactions 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 benefit 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 officials 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
Officer: The operation of the PTEE falls upon
the Compliance Officer. The Superintendence of
Companies allows the same person designated
as the SAGRILAFT Compliance Officer to also as-
sume the role for the PTEE, provided the company
documents and justifies 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 specific risk matrix, periodic compliance audits,
and continuous training programs at all levels of
the organization.

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

The true efficiency 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 flags” must be identified, 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. Conflict of Interest Management: A conflict
of interest arises when the personal, family, or
financial 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
aadvisable to institute a centralized conflict
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 office).

* Recusal Procedure: Once a conflict (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.

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

- +Investigation Protocols: Receiving a
complaint is only the initial step. The sys-
tem requires a documented protocol de-
tailing the classification 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 %20also%20prohibits %20

corrupt,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 impatrtial investigating commit-
tee. This committee must issue binding
recommendations leading to disciplinary
sanctions, remediation plans, or, when
required by law, the filing of criminal com-
plaints with the Attorney General’s Office
(Fiscalia General de la Nacion). It is rec-
ommended that the administration of this
channel be outsourced to ensure maxi-
mum transparency and impatrtiality 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 financial
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 fiducia-
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

Defines 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-financial 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 defines the higher purpose of
the company; the Board of Directors designs and approves the sustainabili-
ty strategy, establishing non-financial key performance indicators (KPIs); and
Management executes the policies and reports the results, ensuring that ethics
and CSR permeate all business operations.

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

The most significant advance in Colombian
corporate legislation to formalize sustainability
is the figure of Benefit 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 Simplified 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 fiduciary duty: the company
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expands its purpose, statutorily obliging itself to
generate a verifiable positive impact on society
and the environment, alongside the pursuit of
economic profitability.

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 benefit and
collective interest activities it commits to
undertake.

2. Impact Dimensions: Statutory activities
must be framed within five 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 finan-
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 benefits provided
by the National Government that justify the stra-
tegic decision:

« Tax Benefits: Preferential treatment in the
taxation of profits 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 benefit oth-
er stakeholders at the expense of purely
short-term financial profit maximization.
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Legal Guide

to doing business in Colombia

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 significant 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 identified 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 benefits, 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 benefits, 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 financial contingencies.
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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 specific 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 specific
cases of fixed-term contracts, contracts for the
duration of a specific 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 classified ac-
cording to their duration, as follows:

CONTRACTS ACCORDING TO THEIR DURATION
Duration of a

Indefinite Term Fixed Term

Occasional,

Specific Task or Incidental, or

* Indefinite dura-
tion.

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

Project
* Duration defined
by the time re-
quired to complete

Transitory
* Entered into
for the perfor-
mance of tasks

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

* 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.

a specific task or
project.

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

* Must be execut-
ed in writing.

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

lts 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 indefinite-term contracts, the pro-
bationary period may not exceed 2 months. In
fixed-term contracts, the probationary period
may not exceed one-fifth of the agreed term,
and in no event may it exceed 2 months.

2.2. Outsourcing and Back Office

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 (Contrato de
Prestacion de Servicios)

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 reclassification 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 flexible 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; 2026
. y ploy P > | COP $1.750.905 (approx.
Ordinary (v) permanent travel expenses for employee’s USD $432,01)'

meals and lodging, and (vi) any payment given
as direct compensation of the services provided
by the employee in general.

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 benefits, 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 fixed sum of not less
than 10 S.M.L.M.V. plus the employer’s benefit
factor, which in no event may be less than 30%
of said amount.

' 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 Benefits

In Colombia, employers may grant non-statuto-
ry benefits or non-mandatory payments as part
of their compensation strategy. These benefits
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 benefits, vacation, sever-
ance payments, social security contributions,
and parafiscal 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 benefits, as they
do not constitute wages, are excluded from the
calculation base for social benefits 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 benefits is essential to opti-
mize labor costs, ensure regulatory compliance,
and mitigate contingencies in labor and social
security matters.

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

fringe benefits 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 affiliated. 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 verified during the
term of the employment relationship, or until the date when the
employment contract ends, whichever occurs first.

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 benefit 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
benefit.

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 fixed 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 benefits, 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 benefits 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 defined 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 efficiency. 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

Ay <10 S.M.LM.V.* >10 S.M.L.M.V.
CCE** 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 classified 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. lts
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 fixed-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, flexible, 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 flexible 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 flexible 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

work (daytime) Daytime hour x 180%

Sunday or public holiday

work (nighttime) Daytime hour x 215%

Daytime overtime Daytime hour x 125%

Nighttime overtime Daytime hour x 175%

Daytime overtime on Sun-

1 o,
day or public holiday Daytime hour x 205%

Nighttime overtime on

Sunday or public holiday DERATIIG (BT &3 Atz

* 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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Duration

Key Aspects for the

Type of Leave

Maternity Leave

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

General Description

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.LM.V. (USD
$648,021 approx.) or >50 fe-
male employees are required
to have a Dbreastfeeding
space. A breastfeeding break
of 1 hour per day during the
first 6 months must be grant-
ed; 30 minutes up to 2 years
if continuous breastfeeding is
certified.

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 first 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 certified
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
affinity, and 2nd de-
gree of civil kinship.

Company

Requires proof of death.

Leave for Care of a
Child with Terminal
lliness 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 certifica-
tion indicating the need for
accompaniment. There must

Attendance at

Time necessary ac-
cording to the ap-

specialized medical

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

It is recommended to incor-

Leave for Judicial
or Administrative
Summons

Time required by the
proceeding.

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

Specialist Medical . appointments  with | porate an internal validation
Appointments pointment. justification. and registration procedure
for absence and payroll con-
trol.
Applies when the

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.



2020 Legal Guide

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 (Codigo 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 sufficient 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 define 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 specific 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. Indemnification

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

CONTRACT

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

- The indemnification is equivalent to the salaries which correspond to the remain-
LU ing period of the duration of the work, but in no event less than 15 days of salar
of the Work 9p ’ 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 first year of employment plus 20 additional days of salary
Indefinite : .
Term 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 first 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 Benefits
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 benefits
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 first 24 months
or until payment is made, if it occurred within a
shorter period. As of the twenty-fifth month, if
payment has not been made, default interest
shall accrue at the maximum legal rate until pay-
ment is verified.

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
first. 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 significant 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 filed 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 benefits
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
conflict, 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 files 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 financial 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 specific requirements and condi-
tions that regulate the location, working hours, and
labor supervision. These modalities offer benefits
such as flexibility, 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 efficiency.

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 flexibility. 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 difficulty in
worker. (persons with operational
Telework Use of technology to render services without reduced mo- supervision.
permanent physical presence at a specific bility, etc.). ® Responsibili-

location.

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

Requires notification 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-
and health coverage in the country of resi- | @ Beneficial for pliance.
Transna- N S
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 fixed tasks without vide techno-
location. an office. logical tools
Approval from the ARL and compliance with | @ Useful for and ade-
technical conditions. technology or quate condi-
Remote . . .
Work digital profiles. 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 specific
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

Minimum number of employees

Range

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 classified as a compa-
ny, as industry or as miscellaneous:

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

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

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

« 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. Official entities in charge of migration af-
fairs:

* Ministry of Foreign Affairs and consul-
ar offices 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

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

Unrestricted

nationalities

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 Vietnam.
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The costs corresponding to the procedures before the Uni-
dad Administrativa Especial Migracion 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
Certificate 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
Permit — PPT $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
Colombia, the migration authority may grant en-

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

Entry and stay permits are classified 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:

Tourism Permit

(PT) additional 90 days.

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

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

Integration and
Development
Permit (PID)

15 calendar days.

Granted for up to 90 calen-
dar days, except in cases of
special urgency where the
permit will only be issued for

For short-stay activities such as i). execution
of cooperation agreements; ii). Carrying out
personal matters, including participating in in-
terviews and/or selection processes; iii). Being
a person of importance to the government; iv).
Attending as a student in non-formal academic
programs; v). Participation as a lecturer, teach-
er, or researcher; vi). Journalistic work; vii). At-
tending urgent cases such as natural disasters,
among others; and viii). Representing a State in
an official commission or service.

Permit to Carry
Out Other
Activities (POA)

dar days

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

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

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-
tified, 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 $54 USsD$ 270
Pensioner USD $54 USD$ 270
Investor USD $54 USD$ 270

Type R Visas - Resident

Visa Application

Category Study Fee Visa Issuance Fee
Based on ac_: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) It is important to highlight that, in accordance with

Article 13 of Resolution 5477 of 2022, the author-

Ilts 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 Office lo-
cated in Bogota, or by more than 130 Colombian
consulates abroad.

ities have up to 30 calendar days, once the ap-
plication has been filed, to issue, make observa-
tions, or deny the granting of a visa.

3 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. Beneficiaries:

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 specific activities*, may be eligible to
hold a visa as beneficiaries.

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 beneficiary.

The validity of a visa granted to a beneficiary
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 beneficiary 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 beneficiary may apply for the
corresponding visa within the national territory.

In all cases, the occupation of the beneficiary 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 official 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-
quest a certificate 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 Officials, Temporary Service Providers, Internationalization Promotion, Rent-
ier, Courtesy for Visiting Diplomats, Courtesy as a Complementary Measure to Refugees.
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7. Specific 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 specific requirements for each visa, it is recommended to consult the
nearest Consulate. The following figure 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 financial solvency
of the person responsible for the applicant’s stay and de-

Type V Visa parture from the country.

Business -« Certificate 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).

- Supporting document specifying the activities to be car-
ried out in Colombia and certifying the financial 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).

Sarvica Provider . S_umma/y_ format or original contract, signed by the for-

(Work — Task Contract) eign applicant. ) :

«  Copy of apostilled professional degree or employment
certificates 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 SMMLYV (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.
Certificate 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 certifi-
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 Identification 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 certificate, 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: certificate 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 sufficient 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 identification card (cédula de ex-
tranjeria).

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

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

Certificate 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 Office, in which case the sub-
stantive reasons will be recorded in the elec-
tronic file, subject to confidentiality.

10. Visa Cancellation:

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

may cancel a visa at any time, leaving a writ-
ten record through an official act. This decision
is taken under discretionary authority and is not
subject to appeal. Once the cancellation of the
visa has been notified, 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 Resolucion 5477 de 2022, the for-
eigner’s ID card is the “Identification Document
issued by Special Administrative Unit Migration
Colombia, granted to foreign nationals or ben-
eficiaries 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:

- Economic fines (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 indefinite 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 benefit are required to
report it to Migracién 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)
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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 modifies 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 specific task or project

Article 47, CST

Indefinite-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 230235, 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 — indemnifi-
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

Classification 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 floor

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 modification of labor regulations and
adoption of a labor reform for decent and digni-
fied work in Colombia
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This section aims to provi-
de an overview of the main
interactions that foreign in-
vestors may have with the
Colombian public administra-
tion in its expansion process
in Colombia. The content re-
volves especially around the

environmental regime, the
energy market, state procu-
rement, and sanitary regula-
tion:

1. COLOMBIAN ENVIRONMENTAL REGIME

1.1. Colombia’s participation in international
environmental instruments

Colombian regulations have a strong influence
and alignment with international instruments
that are guiding global decisions on the environ-
ment and climate change. The main examples
of this are listed below:

1.1.1. Escazu Agreement:

Adopted through Law 2273 of 2022, this agree-
ment aims to guarantee transparency through
access to information, public participation, and
access to justice in environmental matters. lis
objectives include the principles of non-regres-
sion, intergenerational equity, and precaution,
as well as the dissemination of updated informa-
tion that promotes informed public participation
in environmental decision-making.

In relation to the right of access to information,
the aim is for the different actors to comply with
the obligations of accessibility, generation and
dissemination, so that the response can be re-
ceived within a maximum period of 30 days un-
less there is a shorter period stipulated in nation-
al legislation.

By virtue of the above, it is evident that compa-
nies must implement efficient internal systems
to manage and disclose environmental informa-
tion proactively. Likewise, both companies and
environmental authorities must periodically gen-
erate, compile and disseminate relevant infor-
mation on the matter.

The right to public participation consists of en-
suring the possibility of submitting comments
through appropriate means, as well as ensuring
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that such comments are taken into account be-
fore the adoption of the corresponding decision.
It also requires that the public be informed in a
timely manner about the decision taken, its rea-
sons and grounds, and the manner in which its
observations were considered. As for the com-
munities, it seeks to guarantee their participa-
tion in activities that can generate significant im-
pacts on the environment, including those that
may affect health. Under this understanding,
participation in decision-making on projects with
environmental impact must be open, inclusive,
effective, informed, and timely, also incorporat-
ing a differential approach in favor of groups and
individuals in vulnerable conditions.

Finally, with regard to access to justice, the aim
is to guarantee this right in both judicial and ad-
ministrative instances, in order to safeguard due
process. Article 8 of the Agreement establish-
es that such access must be granted under the
guarantees of due process and highlights the
importance of having specialized bodies in envi-
ronmental matters.

1.1.2. On the scope of the Escazu agree-
ment:

it seeks to implement principle number 10 of the
1992 Rio Declaration on Environment and De-
velopment, which enshrines the rights of access
to information, public participation and access to
justice in environmental matters.

Its objective is to guarantee the existence of
minimum standards of environmental democra-
cy. Although in Colombia there was no specific
environmental regulation that comprehensively
regulated the matters addressed by the Agree-
ment, there is Law 1755 of 2015, applicable in
environmental matters, which regulates in detail
what is related to the request for information and

the cases in which the authority is not obliged
to deliver it for reasons of confidentiality. This is
based on Article 74 of the Political Constitution
of 1991, which establishes that all persons have
the right to access public documents, except in
cases of confidentiality determined by law.

Colombia is the country with the highest number
of regulations on information, participation and
environmental justice in the region. For this rea-
son, it has multiple information systems and a
robust amount of public data on biodiversity and
environmental management stands out. In this
regard, the existence of the Environmental Infor-
mation System through Decree 1600 of 1994 is
highlighted, which establishes the obligation to
publish relevant information on the subject, such
as environmental quality reports.

With regard to the right to public participation,
it should be borne in mind that there has been
significant regulatory and jurisprudential devel-
opment in Colombia, especially through laws
and rulings of the Constitutional Court. Partici-
pation mechanisms in the country include prior
consultation with ethnic communities, regulated
by Law 21 of 1991; the popular consultation,
provided for in Law 134 of 1994; environmen-
tal public hearings, enshrined in Law 99 of 1993
and Decree 1076 of 2015; as well as the figure
of environmental third parties.

In addition, at the constitutional level, there are
provisions that enshrine the right to participation,
as established in Article 2 of the Political Consti-
tution, which indicates that among the essential
purposes of the State is to facilitate the partici-
pation of all in the decisions that affect them.

Similarly, Colombian legislation regulates ad-
ministrative and judicial procedures that allow
citizens to protect their rights in environmental



2020 Legal Guide

matters. Although there is no specialized juris-
diction in this area, there are constitutional ac-
tions, actions before the contentious-administra-
tive jurisdiction and criminal actions that allow
the defense of environmental rights, according
to their nature. In this sense, Law 2111 of 2021
typifies environmental crimes, while Law 472
of 1998 regulates popular and group actions,
aimed at the protection of collective rights and
interests, including the environment.

Likewise, the tutela action constitutes an ideal
mechanism for the protection of fundamental
rights related to the environment, as well as the
enforcement action, regulated by Law 393 of
1997.

1.1.3. Regarding the impacts of the Escazu
agreement:

it is evident that, by virtue of what is enshrined in
the agreement, administrative acts that seek to
modify environmental control and management
instruments imply greater obligations in terms of
participation and environmental information for
citizens. Companies must therefore strengthen
their mechanisms for participation and disclo-
sure of information.

In short, there is evidence of an increasing
trend in requests for information, which requires
a structured process to respond, which takes
into account the necessary compliance with
response times and the information subject to
confidentiality, as well as the legal source that
substantiates it.

Likewise, Law 2273 of 2022 establishes that
the refusal or abstention in the delivery of infor-
mation gives rise to the imposition of sanctions
in accordance with the Colombian regulatory
framework. The Code of Administrative Proce-

dure and Administrative Litigation provides for
disciplinary sanctions and fines for failure to
comply with the duty to provide information and
to receive requests made.

As a result, legal actions in environmental mat-
ters have been stepped up to guarantee access
to environmental information as a fundamental
right under Article 23 of the Political Constitution.
This includes figures such as the tutela action,
the contempt incident, the appeal of insistence
and the complaint for non-compliance before the
Attorney General’s Office.

1.2. Paris Agreement:

Adopted under the United Nations Framework
Convention on Climate Change, it is the main
instrument to face this contingency. It is consol-
idated in 2022 with the finalization of two main
operational mechanisms: the transparency
framework and the rules on carbon markets and
international cooperation.

Colombia has shown great leadership in climate
commitment by presenting ambitious projects to
reduce greenhouse gas emissions and promote
carbon neutrality. In fact, in 2025 it submitted a
nationally determined contribution to the United
Nations, in which it commits to emit a maximum
of 155 to 151 million tonnes of carbon dioxide
equivalent by 2035, in addition to the commit-
ment to reduce between 6,130 and 8,873 tonnes
of black carbon emissions by that year. com-
pared to the emissions recorded in 2014.

For companies, it is denoted that the credit of
those dedicated to fossil fuels has decreased af-
ter the brakes imposed on their activity in differ-
ent areas of the country. There are also new and
more stringent obligations to report emissions
and implement carbon reduction strategies.
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On the other hand, it is clear that the early adop-
tion of technologies that promote the energy
transition facilitates access to green financing,
reduces costs and strengthens its reputation
with investors. In this regard, in the mining-en-
ergy sector, there is a roadmap for the just en-
ergy transition, which seeks to promote the in-
corporation of renewable energies, large-scale
storage solutions, digitalization and regulato-
ry modernization. In view of the above, hourly
rates, energy demand response programs and
diversification of sources will be promoted.

1.3. Belém Declaration:

was signed by the member countries of the Am-
azon Cooperation Treaty Organization (here-
inafter “ACTQO”) with the aim of reaffirming the
regional commitment to the protection of the Am-
azon, so that the instrument seeks to strength-
en environmental governance, promote regional
integration and guarantee development policies
that respect the principle of sustainability and
the rights of local communities.

This instrument is strategic for coordinating con-
crete regional actions within ACTO, as it contains
113 commitments ranging from environmental
governance to police and judicial cooperation to
confront environmental crimes and illegal econ-
omies that affect the Amazon biome. Its imple-
mentation, through the Amazon Network for In-
tegrated Fire Management and the Commission
on Public Security and Cross-Border Crimes,
has materialized through joint mechanisms and
specialized work.

Colombia has a leading role in the implementation
of the Declaration by reaffirming its commitment
to reduce deforestation, improve environmen-
tal monitoring, and reduce certain projects in the
Amazon, while also promoting sustainable proj-

ects in the region. In addition, it has reinforced its
leadership by participating in the aforementioned
mechanisms and in the preparation of the summit
of presidents of the Amazon, which reaffirmed the
urgency of protecting the Amazon, the need for
energy transition and to confront the phenomena
of deforestation, loss of biodiversity and expansion
of illegal economies.

It is essential to take into account the regulations
and decisions that Colombia has issued and is
formulating as initiatives based on this Declara-
tion. Historically, a total of 7 times the prohibi-
tion of the exploration and production of hydro-
carbons in the Amazon has been proposed to
the Congress of the Republic. Currently, Bill 4
of 2025 and a draft resolution of the Ministry of
Environment and Sustainable Development are
the two regulatory proposals that seek to prohib-
it both hydrocarbon exploitation and large-scale
mining in the Amazon.

1.4. Colombian Environmental Authorities
and their Competencies

To identify the most important environmental au-
thorities in Colombia, it is necessary to address
the National Environmental System. This system
is composed of the set of guidelines, norms, ac-
tivities, resources, programs and institutions that
allow the implementation of Law 99 of 1993; that
is, the General Environmental Law of Colombia.
The actors involved in this are the state entities
responsible for environmental policy and action,
non-governmental organizations related to envi-
ronmental problems and public, private or mixed
entities responsible for the production of infor-
mation, scientific research and technological de-
velopment in the field. Its hierarchy includes the
Ministry of Environment and Sustainable Devel-
opment, regional autonomous corporations, de-
partments, and districts or municipalities.
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The main environmental authorities in Colombia are the following:

1.4.1. Ministry of Environment and Sustainable Development:

It is the governing body for the management of the environment and renewable
natural resources. Its function is to formulate national environmental policy to
guarantee the right to a healthy environment and the protection of the national
heritage in this area. Mainly, it establishes the rules for environmental protection
and integrates environmental proposals into national development programs.

Expert opinion:

formulate timely recommendations for informed decision-making.

vironment.

The environmental sector is extremely dynamic and as it is a cross-cutting issue with
potential impact on many productive sectors, it is essential to have strategic and up-
dated information on this regulatory framework and the projects that the authorities
propose to make adjustments to current regulations. To this end, it is advisable to car-
ry out permanent monitoring of the process of issuance of decrees and resolutions
of the Ministry in which the opportunity for citizen participation is guaranteed through
the submission of comments prior to the final issuance of the new regulations. This
monitoring makes it possible to anticipate the effects of regulatory changes and to

Having allies such as the firms that prepare this guide can facilitate this proactive
and preventive approach, in mitigating regulatory risks, identifying opportunities and
ensuring regulatory compliance in a dynamic and constantly evolving regulatory en-
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1.4.2. The National Environmental Licensing Authority:

is the entity in Colombia in charge of evaluating, granting and monitoring the
environmental instruments under which projects, works or activities are de-
veloped. It has a sub-directorate for the evaluation of environmental licenses,
aimed at verifying compliance with legal terms in environmental procedures, and
a sub-directorate for monitoring these instruments, in charge of issuing techni-
cal concepts to recommend the adoption of preventive measures, promote the
initiation of sanctioning processes and support the judicial defense of the entity.

1.4.3. Regional Autonomous Corporations:

are collegiate entities made up of the territorial entities that constitute an eco-
system or a geopolitical, biogeographic or hydrogeographic unit. Its role is to
manage the environment and natural resources within its jurisdiction.

By virtue of this, they guarantee that environmental risk is integrated into terri-

torial planning and management. There are 33 entities throughout the national
territory.

Source: Asocars

1.4.4. Indigenous authorities:

their main functions, when exercising autonomous government in their territo-
ries, consist of establishing their own taxes, designing and implementing eco-
nomic, social, cultural and environmental development policies, and managing
investments. They seek to preserve natural resources in accordance with their
ancestral knowledge and represent their communities before the State.
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1.4.4.1. Decree 1275 of 2024, which establishes the environmental competencies of indigenous
authorities, among which are the following:

1 2

TERRITORIAL REGULATIONS AND
ENVIRONMENTAL PLANNING: SANCTIONING:
Indigenous environmental management regulations to administer territories
plans and ecosystem plans and and sanction infractions under
ecosystem protection projects Indigenous justice
INTER-INSTITUTIONAL FUNDING:
COORDINATION: resources granted by the
shared sanctions with state Ministry of Environment for
authorities for external Indigenous management
infractions

The purpose of the decree is to place indigenous
authorities on a hierarchical level similar to envi-
ronmental authorities, in order to enable them to
formulate and develop regulations, as well as to
exercise the management of environmental in-
struments. The main effects of the decree are the
recognition of the autonomy of indigenous author-
ities, even though their integration into the existing
legal system remains uncertain. In this regard, it
is necessary for the Government to develop com-
plementary instruments that allow for a practical
and consistent application of what is enshrined in
the decree, in order to reinforce certainty in this
area to continue promoting foreign investment in
Colombian territory with guarantees.
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1.5. Environmental planning of the Colombian territory.
1.5.1. Indigenous territories

Decree 488 of 2025 regulates the conditions for the recognition of the legal functions of indigenous territories,
as well as the aspects related to their financing through resources from the General System of Participations
and the General System of Royalties. In order for the internal governance structure of indigenous peoples to be
recognized, the following requirements are established:

1 2

3 4

5

Coordination The The confirmation The Self-census
with other administrative act and specification of and the
entities. structure of operating rules responsibilities proposal
their territory  of the Indigenous they will for the
and life plan. Council. assume. delimitation of
their territory.

The particularities of the application of the func-
tions established in Decree 1275 of 2024 for
indigenous communities, as well as the means
that allow inter-institutional work between com-
munities and the State, are still to be determined.

1.5.2. Protected Areas and the National Sys-
tem of Protected Areas (SINAP)

A protected area is a geographically defined
area that has been designated, regulated, and
managed in order to achieve specific conser-
vation objectives. These areas contribute to the
conservation of spaces that have or may have
a significant ecological and landscape wealth,
which provides environmental benefits and ser-
vices to society as a whole.

National System of Protected Areas-SINAP:
is the set of protected areas, social actors and

management strategies and instruments that ar-
ticulate them, to contribute as a whole to the ful-
fillment of the country’s conservation objectives.
It includes all protected areas of public, private
or community governance, and of the national,
regional or local management scope.

1.5.3. Temporary Nature Reserve Areas

Decree 044 of January 30, 2024, establishes the
criteria under which the environmental authori-
ty may declare nature reserve areas temporarily.
This figure arises from the need expressed in the
Decree to temporarily reserve some areas so that
the environmental authority, within a year, delim-
its areas excludable from mining as zones for the
protection and development of renewable natural
resources and the environment, so that they con-
tribute to environmental mining management.
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Expert opinion:

It is advisable to follow up on the declaration and creation of temporary reserve
zones, with the aim of reducing situations of legal uncertainty that may affect the
continuity of investments or local economies.

1.5.4. Forest Reserves, Moorlands (Paramos), Wetlands, Water Roundabouts and Strategic
Ecosystems

It is an area of public or private property reserved for the establishment or
PN ALY ¥ e 123 @ Maintenance and rational use of producing, protective or producing-protec-
23V 13w live forest areas (Decree Law 2811 of 1974).

The paramos have special protection because they are areas of special eco-
system importance, and they have regulations that restrict the development
of activities in the mining-energy sector in them.

+  Law 99 of 1993: moorland areas, sub-moors, water sources and aqui-
fer recharge areas will be subject to special protection.

WHAT IS A
MOORLAND
OR PARAMO

+ Law 1930 of 2018: the paramos were recognized as strategic eco-
systems, establishing guidelines for their integral conservation, resto-

STRATEGIC ration, sustainable use and generation of knowledge.

ECOSYSTEM?

« On July 21, 2025, the Administrative Court of Santander ruled in
the first instance on processes 680012333000-2018-00196-00 and
680012333000-2020-00138-00, declaring the Paramo de Santurban
subject to rights.

Wetlands are strategic ecosystems, and from a strictly regulatory point of
STRATEGIC view, they are Areas of Special Ecological Importance. The Constitutional

WETLAND Court and the Council of State have recognized the special importance of
ECOSYSTEM wetlands.
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1.5.5. Determinants of territorial planning- Law 2294 of May 19, 2023

They are superior regulations that guide land
use plans (POT) and determine where mining
can or cannot be developed, according to envi-
ronmental protection and risk criteria. They are
used to define land use and its limitations, pro-
tect strategic ecosystems and natural resourc-
es, and prevent natural and social risks.

The determinants of territorial planning require
that all projects in the mining-energy sector con-
form to territorial and environmental plans. By
virtue of this, they are a tool aimed at preventing
socio-environmental conflicts between commu-
nities, companies and the State.

Figure: Classification of the determinants
Law 2294 of May 19, 2023

|Level 1

Environmental
conservation, ecosystem
protection, water cycle,

sovereignty.

|Level 2

Areas to guarantee the
right to food within the
agricultural frontier (Areas

|Level 3

Policies and regulations
on the conservation
and use of cultural

natural resources, risk for Food Production heritage (historic, artistic,
prevention, climate Protection). archaeological and
change and food architectural).

Level 4

Location of basic
infrastructure and
land-use planning
guidelines within their

areas of influence. Plans.

Level 5

These are the territorial
planning components

of the Integrated
Metropolitan Development

|Level 6

Special Tourism Projects
and their associated
infrastructure, as defined
by the Ministry of Trade,
Industry and Tourism.
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EXAMPLES OF LEVEL 1 DETERMINANTS

Watershed Planning and Management Plans
(POMCA): This is the instrument through which
the planning of the coordinated use of water-
shed management is carried out, in which the
population that lives in the territory of the basin
participates, leading to the good use and man-
agement of such resources.

Effects of the declaration of a POMCA on the
viability and development of Mining-Energy
projects: the declaration of a POMCA gener-
ates direct implications for projects in the min-
ing-energy industry, which must conform to the
established guidelines, prioritizing the protection
of the basin.

« Imposition of additional charges that force
the environmental instrument to be re-
structured. Environmental impact studies
will have to comply with stricter criteria.

- Additional costs for reconfiguring infra-
structure routes (roads, power lines, pipe-
lines) to comply with restriction zones.

* Land use restrictions in environmental
protection zones, which may restrict new
projects.

« Overlapping of the operation with the de-
clared area within the POMCA.

Water rings: these are areas or strips of land
adjacent to bodies of water that are intended to
allow the normal functioning of the hydrological,
geomorphological and ecosystem dynamics of
these bodies of water.

The delimitation of the water rounds by the En-
vironmental Authorities is oriented from the per-
spective of their functionality, which provides
support for the establishment of environmental
management measures. The main objective of
the water rounds is to protect the riparian vege-
tation because it is the main source of food for
aquatic and terrestrial fauna, key to ecological
balance.

The water rounds are developed in Decree
1076 of May 26, 2015, particularly in Article
2.2.3.2.3.1. Purpose and scope of application.
“The water ring is constituted as a norm of supe-
rior hierarchy and environmental determinant.”,
Article 2.2.3.2.3.2. “Definitions- Water Round:
Includes the strip parallel to the line of maximum
tides or to that of the permanent course of rivers
and lakes, up to thirty meters wide.” And Article
2.2.1.1.18.2. “Protection and conservation of for-
ests. In relation to the protection and conserva-
tion of forests, landowners are obliged to (...) A
strip not less than 30 meters wide, parallel to the
maximum tide lines, on each side of the river-
beds, streams and streams, whether permanent
or not, and around lakes or water reservoirs.”

Figure: Phases for the Delimitation of a Water Ring Road

Preliminary actions J Physical and biotic
characterization

Sociocultural

characterization

Delineation of the per-
manent watercourse
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EXAMPLES OF LEVEL 2 DETERMINANTS

ZPPA: The Protection Zones for Food Produc-
tion are prior declarations that allow areas to be
territorially specialized, so that after a technical
process and analysis of particular aspects of the
territory, the APPAs can be identified in them.

APPA: are the Protection Areas for Food Pro-
duction created as a determinant of territorial
planning, mandatory for municipal authorities
at the time of adopting the Territorial Planning
Plans.

Municipalities with a single declared APPA

- Concordia

»  Fredonia

- Venecia

- Jerico

«  Nemocon

+ Sopod

- San Juan del Cesar
*  Fonseca

- Distraccion

- El Molino

« La Jagua del Pilar
- Villanueva

«  Urumita

« Barrancas

The illustration above lists the areas of Protection
for Food Production (APPA) declared in Colombia,
which add up to 14 municipalities grouped into
three departments: Antioquia (4 municipalities),
Cundinamarca (2 municipalities) and La Guajira —
southern region (8 municipalities). This progress
reflects the implementation of Resolution 377 of
2024 and Article 32 of Law 2294 of 2023, aimed at
guaranteeing the human right to food and protect-
ing strategic agricultural soils.

In total, these declarations cover approximately
118,300 hectares, consolidating themselves as
determinants of territorial planning.

The declaration of an APPA can restrict or pro-
hibit mining and energy activities within the de-
limited area, affecting both new initiatives and
ongoing projects. The foregoing applies to all
projects in the aforementioned sectors, since
the declaration takes precedence by requiring
the modifications that are necessary in order for
its purpose to take effect.

Finally, current titles and contracts may require ad-
justments in environmental plans or even face par-
tial suspension, respecting only acquired rights.

The determinants of territorial planning, espe-
cially those related to environmental protection
and food production, can limit or condition the
development of mining projects, forcing owners
to adapt their plans and operations to new regu-
latory realities.

1.6. Permits, Authorizations and Conces-
sions Regime

1.6.1. About the Environmental License:

In Colombia, the environmental license, in accor-
dance with the provisions of Law 99 of 1993 and
Decree 1076 of 2015, is defined as the authori-
zation granted by the environmental authority for
a project, work or activity that may cause serious
deterioration to renewable natural resources or
the environment, or introducing considerable or
noticeable modifications to the landscape.

In mining, the environmental license must be
global, which means that it implies all the per-
mits, authorizations or concessions for the use,
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exploitation or affectation of renewable natural
resources that are necessary during the useful
life of the project, work or activity.

Projects subject to environmental license:
Section 2 of Decree 1076 of 2015 indicates the
projects, works and activities subject to environ-
mental license, among others:

a. Exploratory drilling for hydrocarbons.

b. Exploitation and transport of hydrocarbons
by pipelines.

c. The exploitation of minerals.

d. The construction and operation of power
generation plants, hydroelectric plants and
renewable energy generation projects.

e. The installation of transmission and distri-
bution lines of electrical energy.

f. The construction of sea and river ports,
and road and rail infrastructure projects.

g. The manufacturing industry for the produc-
tion of certain chemical products.

h. The treatment and use of hazardous
waste.

Environmental Impact Study: it is prepared in
accordance with the general methodology for the
presentation of environmental studies, provided
for in Decree 1076 of 2015, and with the corre-
sponding terms of reference. In the case of hy-

drocarbon exploratory activities, an environmental
impact study must be carried out on the area of
specific geological interest that is declared.

This study must contain the necessary elements
to describe and characterize the physical, so-
cial and economic environment, as well as the
measures for mitigation, correction and com-
pensation of the identified impacts. This study
is required whenever an environmental license
is required for the execution of a project and the
presentation of an environmental diagnosis of
alternatives is not required.

Environmental Diagnosis of Alternatives - De-
cree 1076 of 2015 (Art. 2.2.2.3.4.1.) this con-
tains the following:

a. It provides information to evaluate and
compare options under which it is possible
to execute a project, work or activity.

b. Applies only in cases established by law.

c. It must take into account geographical en-
vironment, biotic, abiotic and socio-eco-
nomic characteristics.

d. Comparative analysis of the effects and
risks inherent to the work or activity.

e. Possible solutions and control and mitiga-
tion measures for each of the alternatives.
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1.6.2. Environmental permits and concessions

FLORA
Forestry
Harvesting
Permit

AIR
Atmospheric
Emissions
Permit

1.6.2.1. Dumping permit

A discharge is a final release into a body of wa-
ter, a sewer or the ground, of elements, sub-
stances or compounds contained in a liquid me-
dium (Art. 2.2.3.3.1.3, Decree 1076 of 2015) and
according to Article 2.2.3.3.5.1. “Any person or
legal entity whose activity or service generates
discharges into surface waters, marine waters,
or soil, must request and process the respective
dumping permit before the competent environ-
mental authority.”

This permit is only required for wastewater dis-
charges to surface, marine or ground water bod-
ies and not for discharges to the public sewer.
This was provided through Law 1955 of 2019
and the Council of State.

The dumping permit will be granted for a term
not exceeding 10 years (Art. 2.2.3.3.5.7, Decree
1076, 2015) and its purpose is:

WATER
Discharge
Permits &

Water
Concessions

*  Prevention and control of water pollution.

- To regulate the uses of water and the des-
tination of water resources.

- QGuarantee the quality of water resources
for different uses.

* Regulate the quality criteria of the dis-
charges (discharge standard) generated
into the water resource, the soil and the
sewers to ensure the above purposes.

In the event of dumping without first obtaining a
permit, the regulation establishes the imposition
by administrative act of the preventive measures
and sanctions enshrined in Law 1333 of 2009
amended by Law 2387 of 2024, such as writ-
ten warnings, fines of up to one hundred legal
monthly minimum wages in force, closures of
establishments, among others.
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1.6.2.2. Water concession

It is the authorization granted by the environ-
mental authority for the use and exploitation of
water resources, whether from surface sources
(rivers, streams, lakes) or underground sources
(aquifers, wells). This permit grants the right to
capture water for purposes such as domestic,
agricultural, industrial, recreational, energy gen-
eration, mining, among others.

The surface water concession is the authoriza-
tion granted by the environmental authority for
the use and exploitation of water from sources
visible on the earth’s surface, such as rivers,
streams, lakes and reservoirs, under specific
conditions of flow, purpose and term.

The objective of this permit is the right to use
the aforementioned water resource in various
activities that require it, including supply in cas-
es of diversion, irrigation, forestry and watering
troughs, as well as industrial uses, power gener-
ation, mining and oil exploitation, transportation
of wood, minerals and toxic substances. In addi-
tion to the above, agricultural, fishing, medicinal
and other related uses are also used.

On the other hand, the groundwater concession
is the permit to extract and use water stored in
aquifers through wells or cisterns, regulating its
exploitation to avoid overuse and guarantee the
natural recharge of the resource, in accordance
with the provisions of Law 99 of 1993 and De-
cree 1076 of 2015.

A process must be initiated through the single
national form with all the documents that de-
termine the identity of the subject, the right to
the property or authorization of the owner of the
property and the respective authorizations of the
activity to be carried out.

Subsequently, the particularities for which the
permit is requested must be described, being
the type of water, its purpose, location, quantity,
the method by which it will be extracted and how
long the process is expected to take.

With regard to groundwater, the hydrogeological
characteristics of the area, the relationship with
other groundwater uses that exist in the area
and a plan indicating the exploration area must
also be indicated.

At the end of the groundwater concession per-
mit, the subject has the obligation to submit with-
in the following 60 working days the location of
the well that has been drilled, the description of
its drilling, its depth and the method used, the el-
evation of the site and the water quality through
a physicochemical and bacteriological analysis,
among other aspects.

1.6.2.3. Atmospheric Emissions Permit

It is the one granted by the competent environ-
mental authority, by means of an administrative
act, so that a natural or legal person, public or
private, within the permissible limits established
in the respective environmental standards, can
make emissions into the air.

Article 2.2.5.1.7.2 of Decree 1076 of 2015 lists the
following activities as those in which it is required
to obtain an atmospheric emissions permit:

i. Controlled open burns in rural areas.

ii. Discharges of smoke, gases, vapours,
dusts or particles through ducts or chim-
neys of industrial, commercial or service
establishments.

iii. Fugitive or dispersed emissions of pollut-
ants from open-pit mining activities.

iv. Incineration of solid, liquid and gaseous
waste.
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v. Storage, transport, loading and unloading
operations in ports likely to generate air
emissions.

vi. Operation of boilers or incinerators by an
industrial or commercial establishment.

vii. Burning of fuels, in ordinary operation,
from oil and gas exploitation fields.

viii. Processes or activities likely to produce
emissions of toxic substances.

ix. Production of lubricants and fuels.

Expert opinion:

x. Refining and storage of oil and its deriv-
atives; and petrochemical manufacturing
processes.

xi. Operation of thermoelectric plants.

xii. Operation of Nuclear Reactors.

Xiii. Activities that generate offensive odors.

xiv.Any other duties established by the Minis-
try of Environment and Sustainable Devel-
opment, based on technical studies that in-
dicate the need to control other emissions.

It is essential to identify the difference that the regulations make between fixed and
mobile emission sources in order to process this permit. First, the fixed source is the
source of emission located in a specific and immovable space, even if the discharge
of pollutants occurs in a dispersed manner. The fixed point source is one that emits
pollutants into the air through ducts or chimneys. On the other hand, the mobile source
is the emission source that, by virtue of its use, is susceptible to displacement.

This permit is valid for a maximum of 5 years,
being renewable indefinitely for equal periods of
time.

1.6.2.4. Forest Harvesting

This is the authorization to extract products from
the forest; from the moment they are obtained
until they are transformed. It is also defined as
the use, by humans, of timber and non-timber
resources from wild flora and forest plantations.
There are types of forest use, differentiated ac-
cording to the criteria with which it is requested
before the authority:

» Unique: it is carried out only once in an
area where studies demonstrate a better
Suitability of the use of the land, being dif-
ferent from forestry, or when there are rea-
sons of public utility and social interest.

- Persistent: they are carried out with sus-
tainability criteria and there is an obligation
to conserve the normal yield of the forest
through silvicultural techniques, i.e. forest
management methods.

- Domestic: they are advanced only to sat-
isfy the vital domestic needs without it be-
ing possible to market them in products.

Carrying out forest harvesting without having
processed the permit gives rise to the following
preventive measures that may be imposed by
the competent environmental authority depend-
ing on the specific case:

* Preventive confiscation of products used
to commit the offense.

»  Preventive seizure of flora and fauna prod-
ucts.
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- Suspension of the project when environ-
mental damage may be caused by virtue
of its actions.

« Behavioral studies to determine the nature
of the damage.

Additionally, the agent is exposed to the sanc-
tions listed in Article 40 of Law 2387 of 2024,
the most common being pecuniary sanctions,
although the revocation or expiration of environ-
mental instruments can also occur.

1.6.2.5. Channel occupation permit:

Article 2.2.3.2.12.1. of Decree 1076 of 2015 in-
dicates that the construction of works that oc-
cupy the course of a stream or water reservoir
requires authorization, which will be granted un-
der the conditions established by the competent
Environmental Authority. Permission will also
be required when it comes to the permanent or
transitory occupation of beaches.

Decree 2811 of 1974 indicates in Article 102 that
anyone who intends to build works that occupy
the course of a stream or water tank must ap-
ply for this permit. It is also required in case of
permanent or transitory occupation of beaches.
Even so, two scenarios are established in which
the channel occupation permit is not required:

The first of these occurs when the Ministry of
Transport must carry out dredging operations or
build works that use water sources to maintain
its mobility conditions.

The second scenario occurs in the face of sub-
sistence fishing. In this scenario, the transit and
occupation of beaches and riverbanks must be
governed by the provisions on the use and ex-
ploitation of water, but the channel occupation
permit is not necessary.

To apply for the permit, it is necessary to access
the platform of the Single Window for Environ-
mental Procedures -VITAL- and select the com-
petent entity. Afterwards, the applicant must
then appear before that entity with their identifi-
cation document.

In the case of a legal entity, the certificate of
existence and legal representation and, in the
case of a public entity, a copy of the appointment
resolution. Payment of the procedure must be
made at the Integral Window for Environmental
Procedures. With both the receipt and a copy of
the applicant’s original signature attached.

As additional attached documents to those listed
above, there must be the certificate of freedom
and tradition issued within the previous month
and a document in which the description of the
project, its location and other details of the work
and the environment, the general location plans,
the floor plan, the profile of civil works and de-
tails are reported. The information provided
must be signed by a professional who certifies
its suitability. It is essential to have the hydraulic
and hydrological study.

Subsequently, the technical evaluation visit is
conducted, in which the authority carries out an
inspection to hide the physical conditions of the
surface water source to be intervened and other
factors by virtue of the information provided.

Subsequently, the authority issues a technical
concept in which it evaluates the information
presented in the light of the findings obtained
during the visit and pronounces in the sense of
granting, denying or requesting additional infor-
mation. The authority may only request addition-
al information once, by order, granting a period
of 1 month for the applicant to make a decision.



2020 Legal Guide

Finally, the resolution granting or denying the
authorization is subject to an appeal for recon-
sideration.

1.6.3. Prior Consultation

In Colombia, any project, work or activity that is
intended to operate and that is likely to directly
affect ethnic communities (indigenous, Afro-Co-
lombian, Raizales, Palenqueras or ROM) must

Effective participation of ethnic
communities  (Indigenous, Af-
ro-Colombian, Raizal, Palenquer-
as and ROM) through their repre-
sentative authorities

Practical aspects of prior consultation: pri-
or consultation is a mandatory requirement for
projects, works or activities that directly affect
ethnic communities.

As it is a fundamental right, the legal action by
nature filed for its protection is the tutela action.

Historically, the tendency of constitutional judges
to protect the right to prior consultation has been
to guarantee. In some cases, the absence of pri-
or consultation has implied the suspension of the
execution of projects, works or activities until the
corresponding consultative process is carried out.
Strategically, the suspension order corresponds to
a precautionary measure that the judge adopts,
acting in compliance with the standards of due dil-
igence that will be set out below.

The exercise of the right to prior consultation
does not give the consulted ethnic community
the power to veto the execution of the project,
work or activity. The foregoing, without preju-

Access to information about the
projects, works or activities that
are intended for their territories

respect the fundamental and collective right to
prior consultation, in accordance with the Polit-
ical Constitution, ILO Convention 169 and na-
tional regulations.

This right is materialized through an administra-
tive procedure in which the State, through the
Directorate of the National Authority for Prior
Consultation (hereinafter “DANCP”), guaran-
tees:

Protection of their collective
rights, ensuring that decisions
are made based on dialogue
and concertation

dice to cases in which prior, free and informed
consent is required, namely, when the interven-
tion involves the transfer of ethnic communi-
ties, when the intervention is related to the ex-
ploitation of natural resources in the territories
of ethnic communities, when the intervention
represents a high social impact, when the in-
tervention directly affects the subsistence of the
community or its existence and/or, when it is a
matter of large-scale development plans that
have a greater impact within the territory of the
ethnic communities.

Although the objective of prior consultation, in
accordance with Convention 169 of the Interna-
tional Labor Organization (ILO) and the jurispru-
dence of the Constitutional Court, is to achieve
the prior, free and informed consent of ethnic
communities; such consent is not mandatory,
except in the cases mentioned above.

There is an incorrect belief related to the fact
that only direct impact that generates a negative
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impact on the ethnic community is susceptible to
prior consultation. The jurisprudence of the Con-
stitutional Court has established that the obliga-
tion to carry out prior consultation is appropriate
when it directly affects a community, either be-
cause it imposes restrictions or burdens on it, or,
on the contrary, it confers benefits.

Standards of due diligence in matters of pri-
or consultation: although to date there are no
regulations issued by the National Government
or by the Congress of the Republic that define
the duties of diligence in matters of prior con-
sultation, the jurisprudence of the Constitutional
Court has ruled in several judgments (SU 123
of 2018 and SU 121 of 2021) on the conducts
that the proper development must observe. This
suggests that, in the absence of regulation, com-
panies should carry out a periodic review of the
jurisprudence in this area.

The Constitutional Court, in reiterated jurispru-
dence, has indicated what conduct must be ob-
served in the context of the development of prior
consultation processes. These behaviors can be
summarized in duties that must be fulfilled be-
fore, during and after the consultative process.
These duties are aimed at avoiding effects that
may arise from the execution of activities or proj-
ects without due prior consultation, as well as
ensuring that ethnic communities receive com-
plete and sufficient information on the impacts
arising from the execution of projects in their
territories. The observance of these duties is es-
sential for the proper management of legal and
reputational risks, as well as the suspension of
projects in the pipeline.

1.7. On the Colombian environmental sanc-
tioning regime

The environmental sanctioning regime is found
in Law 1333 of 2009 that regulates the environ-
mental sanctioning procedure. With Law 2387

of 2024, which modified some aspects of Law
1333, substantial and procedural elements are
added that strengthen the procedure.

Among these modifications, fundamental defini-
tions such as environmental damage, corrective
measures and compensation are added. Addi-
tionally, the figure of early termination was cre-
ated, which allows the process to be suspended
for up to two years so that the offender imple-
ments corrective measures and, in this way, the
sanctioning procedure is suspended.

Finally, the maximum value of the fines was mod-
ified from 5,000 minimum monthly wages -SM-
LMV- (USD $2,160,070 approx.) to 100,000 SM-
LMV (approximately USD $43,201,394), which
generates a greater deterrent effect. Procedurally,
Law 2387 adds the concept of early confession,
another substantial aspect contained in Law 2387,
includes a reduction of the fine by up to 30% if it
occurs before the beginning of the procedure or
15% before the statement of charges.

By way of description of the procedure, Law
1333 of 2009 indicates that there will be a term
for the preliminary inquiry and, after that, the
procedure is formalized with the issuance of an
order of initiation. Once the authority formulates
the charges against the investigated, it is given
a term for the presentation of the defense argu-
ments; that is, the disclaimers. Subsequently, in
the evidentiary stage, technical, environmental
and documentary evidence is carried out.

Law 2387 added the closing arguments to the
sanctioning procedure, a moment in the process
in which the investigated has the opportunity to
pronounce on the elements and facts proven in
the process. Finally, the environmental authority
will determine the responsibility and the perti-
nent sanction when issuing a reasoned admin-
istrative act.
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In this area, Colombia has a variety of proce-
dural rules, which simultaneously guide different
actions depending mainly on the time at which
they began and the stage in which the process is
located. This is mainly due to the modifications
and changes introduced by regulations such as
Law 2387 of 2024 and Law 1333 of 2009. There
are no special rules for the completion of envi-

Expert opinion:

2. STATE CONTRACTING IN COLOMBIA

Within the framework of relations between the
business sector and the State, public procure-
ment is one of the most relevant mechanisms
for materializing collaboration between the two.
Understanding the regulatory structure, selec-
tion modalities, and institutional dynamics that
govern government contracting is critical for any
investor seeking to effectively engage with the
public sector and take advantage of the opportu-
nities that this market represents. Based on the
above, it is essential to address the legal notion
of state contracting, detailing its scope, its public
nature and the regulatory parameters that con-
dition its application.

ronmental sanctioning processes initiated under
the previous legal regime, so it is especially im-
portant to have adequate expert advice in case
of having to attend to any sanctioning process
initiated by the environmental authorities, as
well as when estimating the risks in the due dil-
igence for the acquisition of companies that are
linked to processes of this nature.

Proper management of environmental issues is decisive to guarantee the normal op-
eration and growth of companies that decide to develop activities in Colombia. Holland
& Knight has identified fines of up to COP $7,042M during the year 2025, in this case it
was a fine to a legal entity for forest exploitation without authorization or prior obtaining
the modification of the environmental management and control instrument. With the
growing environmental protection and interest in the fulfillment of the country’s envi-
ronmental commitments, inquiries and processes that seek to maintain environmental
order are increasingly common, so clear internal policies, alarm systems and environ-
mental compliance are increasingly essential for the normal development of business.

2.1. Scope of application of the General Pro-
curement Statute.

Contracts entered into by Colombian state entities
are governed, as a general rule, by the relevant
commercial and civil provisions (private law), un-
less there are special applicable provisions, con-
tained, mainly, in the General Statute of Public Ad-
ministration Contracting (hereinafter, the General
Contracting Statute), Law 80 of 1993.

This regulatory scheme seeks to balance the au-
tonomy of the contractual will with the protection
of the public interest that characterizes state con-
tracting. Article 13 of Law 80 of 1993 establishes
that state contracts are based on the agreement
of wills between the parties, from which the main
obligations and legal effects emanate.
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Not all state entities identified in Article 2 of Law « Planning: The entity identifies its need,
80 of 1993 are subject to the General Contract- prepares preliminary studies, makes an
ing Statute. Some have special contractual re- analysis of the sector, defines technical
gimes established by law, and subsequent regu- specifications, prepares an official budget
lations have determined the inapplicability of the and proposes a risk matrix.
general regime for certain agencies. This is the « Selection: Includes the publication of the
case, for example, of public service companies call for proposals, presentation and evalu-
(ESP), State Social Enterprises (ESEs), which ation of bids, and the award of the contract.
correspond to public hospitals, universities and The entrepreneur must submit his propos-
other entities with particular regulation. Before al complying with qualifying requirements
participating in a selection process carried out (legal, technical, financial capacity) and
by a public entity, it is advisable to verify what offering elements that give him a score in
is the specific contracting regime that applies to the evaluation, under the terms set in the
the contracting entity. selection process.

- Execution and settlement: Once the
In general terms, every public procurement pro- contract has been awarded, its execution
cess has three fundamental stages: begins under the supervision of the entity.

At the end, the contract is liquidated, veri-
fying its total compliance.

" Law 80 of 1993. Article 2. Definition of Public Entities, Servants and Services. For the sole purposes of this Law:

1°. The following are called state entities:

(a) The Nation, the regions, departments, provinces, the Capital District and special districts, metropolitan areas, associ-
ations of municipalities, indigenous territories and municipalities; public establishments, industrial and commercial enter-
prises of the State, mixed economy companies in which the State has a stake of more than fifty percent (50%), as well as
indirect decentralized entities and other legal entities in which there is such majority public participation, whatever name
they adopt, in all orders and levels.

(b) The Senate of the Republic, the House of Representatives, the Superior Council of the Judiciary, the Office of the
Attorney-General of the Nation, the Office of the Comptroller General of the Republic, the departmental, district and mu-
nicipal comptroller’s offices, the Office of the Attorney-General of the Nation, the Office of the National Civil Registry, the
ministries, the administrative departments, the superintendencies, the special administrative units and, in general, the
agencies or dependencies of the State to which the law grants capacity to enter into contracts.

(...)
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2.2. Principles of State Procurement

The “principles” are binding legal norms, con-
tained in Law 80, which establish enforceable
behaviors throughout the contractual process.

« Transparency: Ensures that all process-
es are visible and accessible to the public.
The entity must publish all the information
in the Electronic Public Procurement Sys-
tem (SECOP), ensure equal treatment be-
tween bidders and that the reasons for its
decisions are expressly stated.

- Economy: It requires the administration to
use appropriate procedures according to
its contracting regime and to optimize the
use of public resources. For the contrac-
tor, this implies that the entity will seek the
best cost-benefit ratio, prioritizing quality
and technical compliance over the simple
lowest price.

* Responsibility: It imposes on the entity
the obligation to monitor the selection pro-
cess during the pre-contractual stage and
its due execution during the contractual
stage. For its part, the contractor, during
the pre-contractual stage, is obliged to
warn about the inconsistencies that may
be observed in previous studies or techni-
cal specifications.

- Objective selection: The entity must
choose the contractor by applying previ-
ously established objective factors, ensur-
ing that the evaluation is based exclusively
on the published technical and economic
criteria.

» Planning: Hiring must be scheduled, with
complete preliminary studies, analysis
of the sector and risk assessment before
starting the process.

- Good faith: Both the entity and the bid-
ders must act with loyalty, honesty and
rectitude.

2.3. Who can contract with the State?

Article 6 of Law 80 of 1993 establishes that con-
tracts with state entities may be entered into by
“persons considered legally capable in the provi-
sions in force.” This legal capacity is determined
in accordance with Article 1502 of the Colombi-
an Civil Code, which empowers the person to
act without the intervention of another.

2.3.1. Natural Individuals

Individuals who wish to contract with the State
must meet the following requirements:

« To be of legal age (over 18 years old).

* Have full legal capacity.

* Present a citizenship card. If the interested
party is a foreigner, they must present their
foreign ID card when they are a resident
in Colombia; if the interested party is not a
resident, they must submit their passport.

2.3.2. Legal Entities

Both, national and foreign entities, may enter into
contracts with the state, unless the participation
of foreigners in a specific selection proceeding is
restricted for reasons of national security.

In this regard, the following requirements apply:

« Legal entities shall be legally incorporated
in accordance with Colombian laws or with
applicable laws of their country of origin.

« Legal entities shall have the legal capacity
to perform the scope of the contract.

» Legal entities shall comply with the qual-
ification requirements established in the
specifications or terms of reference of the
public bid proceedings.
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2.3.3. Consortia

The consortium is a form of temporary associa-
tion regulated by Law 80 of 1993, which allows
two or more natural or legal persons to join to-
gether to participate in a selection process and
execute a contract with the State, without creat-
ing a new legal entity. The main characteristics
of the consortium are:

+ It does not constitute a legal person.

« Legal independence of its members.

« Joint and several liability in the full fulfil-
ment of contractual obligations.

- Temporality associated with the duration of
the selection process and the respective
contract.

+ Joint action of the members.

EXPERT OPINION:

A consortium allows the experience and capaci-
ty of several natural or legal persons to be add-
ed to execute a state contract, after joint partic-
ipation in the respective bidding or bankruptcy
process.

2.3.4. Temporary Unions

The temporary union shares the generic char-
acteristics of the consortium but differs in key
aspects related to the distribution of responsi-
bilities. Thus, the companies that make it up can
define the scope and participation of each one
in the execution of the contract. Although they
are all jointly and severally liable for the proposal
and the contract, possible fines or sanctions fall
solely on the company that incurs in the fault or
non-compliance.

When constituting a temporary union, it is essential to define precisely and clearly the
percentages of participation of each member and the specific activities in charge of
each one. This distribution must be documented in the conformation document and be
consistent with the structure of the technical and economic proposal.

2.3.5. State contracting by foreign compa-
nies

Colombia adopted the OECD Convention on
Combating Bribery of Foreign Public Servants,
enacting Law 1778 of 2016 (Anti-Bribery Law)
that establishes administrative sanctions for le-
gal entities involved in transnational bribery con-
duct.

For the foreign company who contracts with the
Colombian State, this means concrete obliga-
tions:

» Implement transparency and business eth-
ics programs that prevent corrupt conduct.

- Establish internal reporting and control
mechanisms to detect and sanction irreg-
ular behaviour.

- Train employees on the prohibition of of-
fering undue benefits to Colombian public
servants.

* Maintain accurate accounting records with
traceability of payments related to state
contracts.
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Companies that do not implement anti-corrup-
tion compliance programs face economic sanc-
tions, disqualification from contracting with the
State, and even dissolution of the legal entity.
The principle of good faith requires the contrac-
tor to report any irregularities detected during
the process.

Colombia Compra Eficiente, the National Pub-
lic Procurement Agency, requires contractors
to declare that they have not engaged in cor-
rupt practices and to commit to ethical conduct
throughout the contractual relationship. For
multinational companies, it is advisable to align
these commitments with their corporate codes
of ethics and global compliance systems, prop-
erly documenting the measures adopted.

Foreign companies may contract with the Co-
lombian State on equal terms with national
companies, in accordance with the principles of
transparency and free competition established
in Law 80 of 1993. The foregoing, except for ex-
press legal exception.

If the foreign company has a branch in Colom-
bia, it must:

* Register the branch in the Mercantile Reg-
istry of the corresponding Chamber of
Commerce.

« Obtain NIT (Tax Identification Number)
from the DIAN.

«  Comply with tax and labor obligations like
any company domiciled in Colombia.

» The branch will have the same legal ca-
pacity as a Colombian company for all
contractual purposes.

In the event that the foreign company does not
have a branch in Colombia, it must:

»  Prove their existence and legal represen-
tation in accordance with the laws of their
country of origin.

«  Submit the documents duly apostilled (if
the country is a party to the Hague Con-
vention) or legalized at the Colombian
consulate.

- Officially translate documents that are not
in Spanish.

» Appoint a legal representative domiciled in
Colombia or attorney-in-fact for notification
purposes.

«  Commit to paying taxes in Colombia on
the income generated by the contract.

Foreign legal entities domiciled abroad that
establish businesses or wish to develop their
corporate purpose in Colombia must constitute
proxies with the capacity to represent them in
court. To this end, they must register in a nota-
ry’s office of the respective circuit the suitable
proof of their existence, of the legal representa-
tion and of the corresponding power of attorney.
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The difference between a foreign company that operates with a branch and one that
does so without a branch in Colombia is not limited to formal aspects. Choosing one
or the other modality is a strategic decision that depends on various factors.

In many cases, once a government contract has been awarded, it may be neces-
sary to set up a branch of the foreign company in order to enforce the contract in the
country. In this scenario, the responsibility for enforcement falls directly on the parent
company, since the branches do not have their own legal capacity.

Likewise, the branch does not have independent experience; this always corresponds
to the parent company. Therefore, deciding on whether or not to participate in a selec-
tion process, or to enter into a contract with a Colombian state entity through a branch,
or without a branch, or through the creation of a new company in Colombia does not
have a single answer. The best alternative depends on a comprehensive analysis of
the project, the structure and capabilities of the company, and the requirements of the
state entity, among others.

EXPERT’S RECOMMENDATION:

Foreign companies may form consortiums or temporary unions with Colombian com-
panies or with other foreign companies. This modality is frequent when: (i) The for-
eign company provides specific technology or experience; (ii) Local knowledge of
the Colombian market is required; (iii) It seeks to meet the requirements of previous
experience in Colombia; and (iv) It is intended to distribute risks between local and
international partners.

For foreign companies that plan to participate in multiple selection processes in Co-
lombia, it may be convenient to establish a branch. This simplifies administrative pro-
cedures, facilitates tax management and generates greater confidence in the con-
tracting entities. For one-off participations or specific contracts, filing without a branch
may be more efficient. In any case, it should be taken into account that the general
rule is that, in order to carry out permanent activities in Colombia, and that may be the
case with the execution of certain state contracts, foreign companies are obliged to
incorporate a branch in the country.

2.4. Disqualifications and incompatibilities. situations established by law, which are intend-
(“Inhabilidades e Incompatibilidades”) ed to protect the public interest and guarantee

transparency in procurement.

Disqualifications are legal restrictions that pre-
vent a person or a legal entity from entering into Disqualifications have several essential charac-
contracts with the State. These are objective teristics. They are of legal origin, which means



Legal Guide

to doing business in Colombia

2026

that they can only exist when the law expressly
establishes them. They work objectively, since
they are automatically configured when the cor-
responding cause is presented. These disquali-
fications may occur before the conclusion of the
contract, in which case they prevent the partic-
ipation of the interested party in the selection
processes. However, this does not mean that all
of them must exist in advance, since they can
also be configured as supervening incapacities.

On the other hand, incompatibilities are restric-
tions that prohibit certain people from entering
into contracts with state entities when there are
specific links or relationships that may generate
conflicts of interest. Incompatibilities arise from
the special relationship or bond that may exist

between the contractor and the public entity or
its officials. Its main purpose is to prevent con-
flicts of interest and ensure impartiality in pro-
curement processes. These restrictions can
be temporary or permanent, depending on the
cause that originates them.

The grounds for disqualification and incompat-
ibility are expressly established in the law. An
extensive or analogical interpretation of these
grounds is not appropriate. Only the situations
expressly provided for by the legislator consti-
tute disqualifications or incompatibilities. When
a contractor enters into a contract while disqual-
ified from doing so, or in a situation of incompat-
ibility, it is exposed to possible serious conse-
quences.

Table of main incompatibilities and disqualifications

GROUNDS FOR INCOMPATIBILITY REGULATORY REFERENCE

Former members of the board of directors or gov-
erning council, or former public servants of the
contracting entity (executive, advisory, or mana-
gerial levels). Term: 1 year from the date of de-
parture.

Art. 8.2.a Law 80/1993

Relatives up to the 2nd degree of consanguin-
ity, 2nd degree of affinity, or 1st degree of civil
kinship of public servants at executive/advisory/
managerial levels, board members, or whoever
exercises internal or fiscal control of the entity.

Art. 8.2.b Law 80/1993

Spouse or permanent partner of a public servant
at executive/advisory/managerial levels, of a
board member, or of whoever exercises internal
or fiscal control.

Art. 8.2.c Law 80/1993

Corporations, associations, foundations, (NGO’s
in general) non-publicly traded stock companies,
limited liability companies, and partnerships in
which said public servants or their relatives hold
equity interests or management or executive po-
sitions.

Art. 8.2.d Law 80/1993
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GROUNDS FOR DISQUALIFICATION REGULATORY REFERENCE

Members of the boards of directors or governing
councils, with respect to the entity and its admin-
istrative sector.

Art. 8.2.e Law 80/1993

“‘Revolving door”: persons who held execu-
tive-level positions in State entities, and the com-
panies in which they participate, during the 2
years following their departure, when the subject
matter relates to the sector. This extends to rela-
tives within the 1st degree of consanguinity / 1st
degree of affinity / 1st degree of civil kinship.

Art. 8.2.f Law 80/1993, as added by Art. 4 Law
1474/2011

Persons who are disqualified from contracting
under the Constitution and the laws.

Art. 8.1.a Law 80/1993

Those who participated in bids or competitive
processes or entered into the contracts referred
to in the preceding subsection while disqualified.

Art. 8.1.b Law 80/1993

Those who gave rise to a declaration of forfeiture
(caducidad).

Art. 8.1.c Law 80/1993

Those who have been disciplinarily sanctioned
with removal from office.

Art. 8.1.d Law 80/1993

Those who, without just cause, fail to execute the
awarded state contract.

Art. 8.1.e Law 80/1993

Public servants.

Art. 8.1.f Law 80/1993

Spouses or permanent partners and relatives
within the 2nd degree of consanguinity or 2nd
degree of affinity of another person who has sub-
mitted a proposal in the same bidding process.

Art. 8.1.g Law 80/1993

Companies other than publicly traded stock com-
panies in which the legal representative or any
of their partners has kinship within the second
degree of consanguinity or second degree of af-
finity with the legal representative or any of the
partners of a company that has formally submit-
ted a proposal for the same bidding process or
competitive process.

Art. 8.1.h Law 80/1993




Legal Guide

to doing business in Colombia

2026

GROUNDS FOR DISQUALIFICATION REGULATORY REFERENCE

Partners of partnerships in respect of which for-
feiture (caducidad) was declared, and partner-
ships they subsequently form. Term: 5 years.

Art. 8.1.i Law 80/1993

Natural persons convicted of crimes against pub-
lic administration, crimes or offenses under Law
1474/2011, or conduct covered by anti-corruption
conventions; legal entities held administratively
liable for transnational bribery. This extends to
companies in which they serve as administra-
tors, legal representatives, board members, or
controlling partners, as well as parent compa-
nies, subsidiaries, business groups, and foreign
branches. Permanent in nature; applies preven-
tively even if an appeal is pending.

Art. 8.1.j Law 80/1993, as amended by Art. 2
Law 2014/2019 (formerly Art. 1 Law 1474/2011)

Natural or legal persons who have financed cam-
paigns for the Presidency, governorships, mayor-
al offices, or Congress with contributions exceed-
ing 2.0% of the maximum allowable amount. This
extends to the term of the elected official and to
relatives within the 2nd degree of consanguinity /
2nd degree of affinity / 1st degree of civil kinship.
These provisions do not apply to professional
services contracts.

Art. 8.1.k Law 80/1993, as amended by Art. 33
Law 1778/2016

Persons convicted of crimes affecting goods of
the property of the State, or for membership in /
promotion of illegal armed groups, drug traffick-
ing, or crimes against humanity: they may not
enter into contracts with the State (permanent in
nature, with no time limitation).

Art. 122, final paragraph, Political Constitu-
tion (Constitutional Amendment 01/2004 and
Constitutional Amendment 01/2009)

General prohibition on public servants from en-
tering into contracts with public entities, except
as provided by law.

Art. 127 Political Constitution

Disqualification due to repeated non-compli-
ance (fines and/or declarations of contractual
non-compliance within the same fiscal year).

Art. 90 Law 1474/2011
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GROUNDS FOR DISQUALIFICATION REGULATORY REFERENCE

Persons listed in the Comptroller General’s Bul- | Art. 60 Law 610/2000
letin of Fiscal Debtors (Boletin de Responsables
Fiscales): disqualified from contracting as long
as the uncompensated fiscal liability persists.
Persons listed in the Delinquent Child Support Law 2097/2021
Obligors Registry (REDAM): disqualified from
contracting with the State.

Note: This table compiles, for reference purposes, the grounds for disqual-

ification and incompatibility applicable to state contracting. Its main sources

are Articles 8 and 9 of Law 80 of 1993 (as amended by Laws 1150 of 2007,

1474 of 2011, 1778 of 2016, and 2014 of 2019), supplemented by the Politi-
cal Constitution and special laws.

The regime is exhaustive (numerus clausus) and of restrictive interpretation
(Constitutional Court, Decision C-415 of 1994), and therefore each ground
must be strictly verified against the applicable statutory text and the specific

case. This table is illustrative and not exhaustive; moreover, it does not cover
all case law developments or the various interpretations that the Constitu-
tional Court, the Council of State, and legal scholarship have established
regarding the scope of each ground, which should be consulted as supple-

mentary sources.

The information reflects the consolidated regulatory status as of the date of
preparation and may change due to subsequent reforms or court decisions.
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EXPERT’S RECOMMENDATION:

Before participating in state contracting processes, companies must verify that they
are not involved in causes of disqualification or incompatibility that prevent them from
contracting with the Colombian State. These legal restrictions limit contractual ca-
pacity and may result from disciplinary, fiscal, or criminal sanctions. It is particularly
relevant that, depending on the specific case, certain disqualifications may extend to
companies, including foreign ones, in which sanctioned persons appear as adminis-
trators, legal representatives, members of the board of directors or controlling part-
ners, including their parent companies.

It is recommended to carry out an exhaustive due diligence on the background of
partners, administrators and those linked to the corporate structure before submitting
proposals, consulting the public records of sanctions and verifying compliance with tax
and parafiscal obligations. Implementing compliance programs is essential to protect
the investment made in the preparation of bids and avoids disqualifications that may
affect the entrepreneur’s assets and commercial reputation.

2.5. Single Registry of Bidders (Registro Uni-
co de Proponentes — RUP)

The Single Registry of Bidders (RUP) is ruled,
mainly, in Article 6 of Law 1150 of 2007. This
instrument was conceived as a mechanism for
verifying the contracting capacity of natural and
legal persons to enter into contracts with the Co-
lombian State, unifying and standardizing the
accreditation requirements before all state enti-
ties in the country.

This record contains financial statements, tech-
nical capability, and certified expertise. The RUP
-Unique Registry of Proponents- constitutes the
formal proof of the above requirements, insofar
as it is understood that its verification has been
carried out by the Chamber of Commerce. How-
ever, such certification is not absolute or incon-
trovertible, since its content may be challenged,
or questioned within the respective selection
process.

All natural or legal persons, national or foreign,
domiciled or with a branch in Colombia, who as-
pire to enter into a contract with state entities,
except for those expressly exempted from the
application of the Contracting Statute, must reg-
ister in the RUP. Natural or legal persons who do
not have a domicile or branch in Colombia are
exempt from this obligation.

The general rule establishes that for all procure-
ment selection processes, the bidder’s RUP is
required. As an exception to this rule, in the fol-
lowing cases it is not necessary for bidders to
have the RUP: (i) Direct contracting selection
processes, minimum amount; (ii) Execution of
contracts for certain types of contracts, such
as: contracts for the provision of health ser-
vices, disposal of State assets, contracts for the
acquisition of products of agricultural origin or
destination that are offered in legally constituted
product exchanges, among others.
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The RUP contains the information related to the
experience, legal, financial and organizational
capacity of the proponent, which is established
in accordance with the qualification and classi-
fication factors provided for in Decree 1082 of
2015. This information is presented by the in-
terested party and verified by the Chambers of
Commerce. The score resulting from the qualifi-
cation of these factors is understood as the max-
imum contracting capacity of the registrant.

The certificate only certifies the conditions of
experience, legal, financial and organizational
capacity of the proponent that were verified, as
well as its qualification and classification, consti-
tuting full proof in this regard.

2.6. Electronic Contracting

With Law 1150 of 2007, it was established that
the actions of state contracting must be carried
out publicly, and as a general rule, through elec-
tronic means. Consequently, the substantiation,
the pre-contractual documents, the execution of
the contract, and its settlement must be carried
out through the use of official electronic plat-
forms. To this end, its publication in the Electron-
ic System for Public Procurement (SECOP) was
developed and centralized.

In this context, SECOP (as the official platform of
the public procurement system) is administered
by Colombia Compra Eficiente. This entity, in
addition to managing the tool, issues concepts
and responds to queries on public procurement.
Although these concepts are not binding, they
operate as soft law, and in practice their criteria
are usually taken into account by state entities
and actors in the system.

In line with the above, the publication of con-
tracts on the SECOP portal is a requirement
of mandatory compliance and full formality. Ac-

cording to Decree 1082 of 2015, the following
documents must be published as a minimum:
studies and previous documents, notice of call,
specifications or invitation, addenda, offer, eval-
uation report, contract, and any other document
issued by the state entity during the contracting
process or that is directly related to it.

E-procurement represents a significant opportu-
nity for entrepreneurs, who can identify, consult
and participate in online procurement processes.
It also offers tools to suppliers and state entities
that serve for the analysis of public procurement
data, such as the following: (i) Interactive tools
designed to visualize and analyze relevant data
from the public procurement system; (ii) Reports
and analysis of the public procurement system,
such as development plans, annual procure-
ment plan, expenditure analysis and contract
history; and, (iii) Control board, infographics and
relevant information on the monitoring of the dif-
ferent contractual instruments.

The electronic platforms materialize the princi-
ples of publicity and transparency of state con-
tracting, and operate in two versions:

SECOP | is an informative platform on which
documents that have been managed and exe-
cuted in physical form are published. Its consul-
tation is open and contains all documents related
to public procurement, both in direct contracting
and in competitive processes. The documents
must be published within three days of their
issuance, including the bid of the successful
bidder in the procurement process. To consult
SECORP |, interested parties should enter the fol-

lowing link: http://www.colombiacompra.gov.co/
proveedores/consulte-en-el-secop-i

SECOP Il is a modern transactional platform
that allows the comprehensive management of
the contracting process online and in real time.


http://www.colombiacompra.gov.co/proveedores/consulte-en-el-secop-i
http://www.colombiacompra.gov.co/proveedores/consulte-en-el-secop-i
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The system enables the creation of users for
public entities, supervisors, auditors and suppli-
ers, as well as public viewing for interested third
parties, which in principle would allow the digital
management of the contract. As a general rule,
procurement activities are conducted through
this platform. Exceptionally, state entities can
carry out actions, proceedings, hearings and
even closures of selection processes in person.
SECOP Il improves traceability and aims at the
transparency of contract management, through
a model of active participation of suppliers, who
must register and interact with state entities
through the system. The platform allows entities
and suppliers to manage procurement process-
es online. Although the platform streamlines and
standardizes several stages of the process and
promotes the paperless strategy, not all func-
tionalities are automatic, as the preparation of

documents and evaluation reports continue to
depend on the performance of the state entity.

For entrepreneurs, SECOP Il expands the op-
portunities to contract with the State, allows on-
line contracts to be made by reducing the use
of paper, and makes public their contract man-
agement, which is an effective strategy to pro-
mote their reputation, their services and their
reliability in the market. In the registration that
suppliers must make to access the SECOP plat-
form, they must indicate the type of goods and
services they offer, the value of contracts of their
interest and the regions in which they can pro-
vide goods and services. The registration form is
available at the following link: https://community.

secop.gov.co/Public/Users/UserRegister/Index-
?Page=login&Country=CO&SkinName=CCE

EXPERT’S RECOMMENDATION:

For the search for business opportunities on the SECOPII platform, Colombia Compra
Eficiente, the National Public Procurement Agency of Colombia, has made available
free of charge the “areas of interest” tool, which makes it easier to link the business
offer with the demand of public entities.

To access the tool, once registered in SECOPII, through your company profile, in sup-
plier settings, you can enter areas of interest, including the parameters corresponding
to: (i) Classification of goods and services with UNSPSC codes; and, (ii) Filters re-
lated to the maximum amount of the selection process or maximum contract values,
geographical area in which the commercial activity is carried out, and whether there
is a particular interest in a state entity. Multiple core areas of interest can be entered,
allowing different lines of business to be specified.

In this way, when SECOPII identifies that a selection process that matches the pa-
rameters described in the area of interest is published, it will notify the company’s
registered email about this new business opportunity.

In addition to this free SECOP Il functionality, there are also some private, paid tools
on the market that offer similar services for searching and tracking opportunities.


https://community.secop.gov.co/Public/Users/UserRegister/Index?Page=login&Country=CO&SkinName=CCE
https://community.secop.gov.co/Public/Users/UserRegister/Index?Page=login&Country=CO&SkinName=CCE
https://community.secop.gov.co/Public/Users/UserRegister/Index?Page=login&Country=CO&SkinName=CCE
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2.7. Annual Procurement Plan.

The Annual Procurement Plan (PAA) is a con-
tractual planning instrument that state entities
prepare for the purpose of identifying their needs
and determining the applicable selection pro-
cess, the month foreseen for its execution and
the estimated amount of each contract. Though
the PAA is indicative in nature and not manda-
tory for compliance, it shall be published on the
entity’s website and in SECOP. Its publication
allows suppliers to know in advance the list of
goods and services that the entity intends to ac-
quire during the respective year.

For the entrepreneur interested in contracting
with the Colombian State, the PAA represents
a strategic tool for commercial planning. Regu-
lar consultation of these plans allows interested
parties to identify business opportunities aligned
with their portfolio of products or services, pre-
pare competitive offers well in advance, opti-
mize resources and technical capabilities, and
direct commercial efforts towards entities with
specific needs in their sector. The transparency
and accessibility of the PAA facilitate informed
decision-making about which processes to par-
ticipate in and when to do so.

2.8. Apostille and Consularization of Public
Documents

State entities may only require legalization by
apostille in accordance with the Hague Apos-
tile Convention of October 5, 1961 (hereinaf-
ter referred to as the Convention) or, for those
countries that are not parties, the consulariza-
tion of public documents issued abroad. This
type of legalization is not appropriate for private
documents. When in a procurement process a
bidder presents a public document legalized in

accordance with the Convention, the state entity
should not request additional legalizations, au-
thentications or ratifications from any national or
foreign authority, since the apostille procedure is
sufficient to certify the authenticity of the docu-
ment by itself.

National public and private documents are pre-
sumed to be authentic. State entities should not
request authentications, recognition, personal
presentation, or additional procedures for doc-
uments submitted to contracting processes, ex-
cept when expressly required by law. This pre-
sumption of authenticity significantly reduces
the administrative burdens for foreign suppliers,
facilitating their participation under conditions of
efficiency and legal certainty.

According to the Manual for the Practical Oper-
ation of the Apostille Convention, the country of
origin of the document may have an authority
that verifies and certifies certain public docu-
ments (intermediate authority) and another cen-
tralizing authority that is the one that issues the
apostille. Consequently, state entities must ac-
cept the apostille issued by the corresponding
centralizing authority.

Documents in a language other than Spanish
must be submitted in their original language,
accompanied by the corresponding translation.
The bidder may submit with the bid a simple
translation into Spanish. If the bidder is awarded,
it must submit the official translation into Span-
ish of the documents submitted in a foreign lan-
guage. The official translation must correspond
to the same text initially submitted. This mech-
anism allows foreign suppliers to participate in
selection processes without incurring upfront of-
ficial translation costs, optimizing resources until
the contract is awarded.
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2.9. National Treatment

Article 20 of Law 80 of 1993 enshrines the prin-
ciple of reciprocity in government procurement,
understood as the commitment assumed by the
Colombian State to provide suppliers of goods
and services of foreign origin with treatment sim-
ilar to that granted to Colombians in other States.

National treatment consists of the special con-
sideration in the assignment of points that is
awarded to Colombian bidders, goods and ser-
vices in selection procedures, but which, by vir-
tue of the principle of reciprocity, is extended to
foreign bidders, goods or services. This privilege
can come from one of three sources:

The first is an international trade treaty or agree-
ment signed by Colombia, by virtue of which for-
eign bidders, goods and services of the States
Parties are treated as nationals, provided that
the procurement falls on the goods, services or
suppliers covered by said instrument and that
the agreed value thresholds are reached or ex-
ceeded. By way of illustration, the FTA with the
Northern Triangle of Central America (clause
11.2) and the FTA with the United States (Article
9.2) enshrine the obligation to accord treatment
no less favourable than that accorded to each
party’s own goods, services and suppliers.

The second source is the Reciprocity Certificate,
which is issued by the Ministry of Foreign Affairs
when there is no trade agreement in force, but
it has been verified that Colombian bidders en-
joy equivalent treatment in the foreign country;
currently Argentina, Vietnam, Indonesia, Ecua-
dor, New Zealand and Panama have valid cer-
tificates. The National Treatment Certificates
for reciprocity can be consulted on the Colom-
bia Compra Eficiente platform at the following

link: https://www.colombiacompra.gov.co/secop/
secop-ii/formatos-para-compradores-y-provee-
dores-del-secop-ii/certificados-de-trato-nacion-
al-por-reciprocidad.

The third source is Andean regulation: accord-
ing to Article 4 of Decision 439 of the Andean
Community, Colombian state entities must grant
national treatment to services provided by sup-
pliers from other CAN Member Countries, in ap-
plication of the principle of reciprocity that gov-
erns that community bloc.

Efecto del Trato Nacional: the effect of nation-
al treatment is the assignment of the score pro-
vided for in Law 816 of 2003, which requires in
its Article 1 that state entities, in the selection
procedures they carry out and regardless of the
contractual regime that is applicable to them,
adopt criteria that support the national industry.
When the supply of foreign goods and services
enjoys national treatment from any of the three
sources analyzed, it must benefit from obtaining
a score between 10% and 20%, as defined by
the contracting state entity. This benefit allows
foreign suppliers, in the cases indicated, to com-
pete under conditions equivalent to those of na-
tional bidders, equalizing with national bidders
their possibilities of being awarded in public pro-
curement processes.

2.10. Selection Modalities and Contractual
Typologies

The Colombian legal system establishes the
principle of objective selection as the basis of
the state contracting process. According to Ar-
ticle 29 of Law 80 of 1993, this principle guides
the choice of the contractor towards “the most
favorable offer to the entity and to the purposes
it seeks, without taking into consideration factors


https://www.colombiacompra.gov.co/secop/secop-ii/formatos-para-compradores-y-proveedores-del-secop-ii/certificados-de-trato-nacional-por-reciprocidad.
https://www.colombiacompra.gov.co/secop/secop-ii/formatos-para-compradores-y-proveedores-del-secop-ii/certificados-de-trato-nacional-por-reciprocidad.
https://www.colombiacompra.gov.co/secop/secop-ii/formatos-para-compradores-y-proveedores-del-secop-ii/certificados-de-trato-nacional-por-reciprocidad.
https://www.colombiacompra.gov.co/secop/secop-ii/formatos-para-compradores-y-proveedores-del-secop-ii/certificados-de-trato-nacional-por-reciprocidad.
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of affection or interest and, in general, any kind
of subjective motivation”.

Scope and guarantees of the principle. Ob-
jective selection is a fundamental guarantee for
participants in public procurement processes, by
establishing clear, measurable rules that provide
legal certainty and competitive predictability.
This principle goes beyond the simple determi-
nation of the most favourable proposal. It covers
from the preliminary studies and planning phase,
to the verification of qualifying requirements and

the comparative evaluation that allows identify-
ing the most convenient offer for the entity.

The pre-contractual stage integrates two essen-
tial phases: i) Preliminary studies and planning;
and ii) Objective selection itself, which includes
the admissibility and favorability of the propos-
als, culminating in the award in a public hearing.
Both phases ensure that the final decision re-
sponds to predetermined technical and econom-
ic criteria.

EXPERT RECOMMENDATION:

The documents of the pre-contractual stage, in Colombian public procurement pro-
cedures, have binding force for state entities, bidders and contractors, constituting a
legal framework of mandatory compliance, which extends throughout the contractual
execution. The specifications constitute “law for the parties” according to the jurispru-
dence of the Council of State, which implies that the rules, conditions and require-
ments established must be complied with by the addressees and by the administra-
tion itself. Contractors may demand compliance with the established conditions, this
document being a source of reciprocal rights and obligations. Likewise, the previous
studies and documents are binding as they constitute “the support for preparing the
draft specifications, the specifications and the contract”.

Colombia Compra Eficiente, in its Concept C-053 of 2024, specifies that the previous
studies “serve as motivation for the documents issued unilaterally by the State Entity;
such as the administrative act of opening, the specifications and the act of award”,
so that the conditions established therein cannot be unilaterally ignored during the
contractual execution. The principle of contractual good faith reinforces this binding,
since “after the signing of the contract, the entity must not act unilaterally, but must re-
spect contractual good faith and proceed in accordance with what has been agreed”,
guaranteeing that the conditions established in the pre-contractual documents main-
tain their binding force and are enforceable by the contractor in the event of possible
unjustified unilateral modifications.

Particularities according to the type of con-
tract. The objective selection criteria vary ac-
cording to the applicable modality. In the ab-
breviated selection for goods and services with
uniform technical characteristics and common
use (Article 5, paragraph 3, Law 1150 of 2007),
price is the only evaluation factor. Therefore, in
mechanisms such as reverse auctions, product

exchanges and catalog purchases derived from
price framework agreements, it is not necessary
to assign points to the price, since there are no
other factors to be considered.

This same logic operates in the minimum amount
modality, where paragraph c) of numeral 5 of ar-
ticle 2 of Law 1150 of 2007 establishes the low-
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est price as the only selection criterion, beyond
compliance with qualifying requirements.

In the merit-based competition, the second
paragraph of numeral 4 of Article 5 of Law 1150
of 2007 expressly prohibits assigning points to
price as a determining factor for the selection of
consultants. However, the entity may use scor-
ing systems to evaluate permitted criteria, such
as experience of the proponent and its team, as
well as academic training (Article 2.2.1.2.1.3.2
of Decree 1082 of 2015).

Direct contracting, due to its non-competitive na-
ture, does not require scoring systems either. Its
admissibility is determined by the configuration
of one of the exhaustive grounds of numeral 4
of article 2 of Law 1150 of 2007. In any case,
entities must carry out an analysis of the sector
that demonstrates that the value of the contract
corresponds to market prices and is compatible
with the assigned budget, in accordance with
numeral 3 of article 2.2.1.2.1.4.1 of Decree 1082
of 2015.

Understanding the particularities of each mo-
dality allows companies to structure competitive
offers adjusted to the applicable criteria, opti-
mizing resources and maximizing award possi-

bilities within a transparent and equitable frame-
work. The correct interpretation of the evaluation
factors in each process is a strategic element
for successful participation in Colombian public
procurement.

The selection modalities established in the Co-
lombian legal system are described below, this
classification obeys criteria of amount, contrac-
tual typologies and/or market conditions. With
respect to the amounts, state entities must set
each year, in their Annual Procurement Plan,
the value corresponding to the lowest amount,
in accordance with their annual budget and the
criteria of Article 2 (b) of Law 11502. From this,
the minimum amount will be up to 10% of the
maximum value of the smallest amount, while
the highest amount will correspond to the val-
ues that exceed the smallest amount. These
amounts are calculated in current legal monthly
minimum wages.

Each one has specific procedures, requirements
and evaluation criteria that respond to the nature
and amount of the contract. Knowing these mo-
dalities is essential for entrepreneurs to identify
the applicable procedure according to the object
and value of the contract they seek to enter into
with state entities.

2 Article 2. Selection modalities. The selection of the contractor shall be made in accordance with the modalities of selec-
tion of public bidding, abbreviated selection, merit-based competition and direct contracting, based on the following rules:
(...) b) Contracting of a small amount. A smaller amount shall be understood as the values listed below, determined on the
basis of the annual budgets of public entities expressed in monthly legal minimum wages.

For entities that have an annual budget greater than or equal to 1,200,000 legal minimum monthly wages, the lowest
amount will be up to 1,000 legal minimum monthly wages.

Those with an annual budget greater than or equal to 850,000 monthly legal minimum wages and less than 1,200,000
monthly legal minimum wages, the lesser amount will be up to 850 monthly legal minimum wages.

Those with an annual budget greater than or equal to 400,000 legal minimum monthly wages and less than 850,000
monthly legal minimum wages, the lesser amount will be up to 650 monthly legal minimum wages.

Those with an annual budget greater than or equal to 120,000 legal minimum monthly wages and less than 400,000 legal
minimum monthly wages, the lesser amount will be up to 450 legal minimum monthly wages.

Those with an annual budget of less than 120,000 legal minimum monthly wages, the lowest amount will be up to 280
legal minimum monthly wages;
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2.10.1. Public Tender (“Licitacion Publica”):

Public bidding is the general procedure for the ac-
quisition of goods, contracting of services or exe-
cution of works by state entities, generally appli-
cable, unless the law establishes another specific
modality. The process begins with a public invita-
tion through which the entity calls for interested
parties to submit proposals in accordance with the
specifications, in order to select the most favorable
offer according to institutional needs.

The award must be made in a public hearing, by
means of a reasoned resolution that is under-
stood to have been notified to the favored bidder
in said act. When a public bidding process is de-
clared void, the entity must initiate an abbreviat-
ed selection within the following four months, in
accordance with paragraph d) of numeral 2 of
article 2 of Law 1150 of 2007.

Public tender diagram
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2.10.2. Abbreviated selection (“Seleccion
Abreviada”)

It is a shorter public selection procedure com-
pared to public bidding, applicable to processes
in which it is necessary to acquire goods and/
or services whose value is within the range of
the lowest amount established in the Annual
Procurement Plan of the contracting state entity.
Likewise, this abbreviated selection procedure
is used in the following cases:

Reverse Auction (“Subasta Inversa”): Proce-
dure used for the acquisition of goods and ser-
vices with uniform technical characteristics and
common use, where all suppliers offer products
with standardized technical specifications. The
award is determined by the progressive reduc-
tion of the initial price in percentages established
in the tender specifications. This modality is ap-
plicable regardless of the value of the contract.

Framework Price Agreement (“Acuerdo Mar-
co de Precios”): Demand aggregation instru-

ment managed by the Colombia Compra Eficiente
Agency, which establishes conditions and prices
previously negotiated with multiple suppliers. State
entities publish their needs in the Virtual Store of
the Colombian State and select the most favorable
offer among the suppliers adhering to the agree-
ment, streamlining the contracting process without
requiring independent bidding.

In addition to the above cases, the abbreviated
selection is applicable in the following circum-
stances: (i) Acquisition of goods and services of
common use; (ii) Agricultural products offered
in legally constituted commodity exchanges; (iii)
Provision of health services; (iv) Disposal of state
assets, except those related to state participation
in the capital of companies; (v) Commercial and
industrial activities of state-owned enterprises; (vi)
Contracts for defense and national security; (vii)
Public bidding processes declared void; and, (viii)
Contracting by entities in charge of programs for
the protection of threatened persons.

Notice of the call.
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2.10.3. Merit-Based Competition (“Concurso
de Meéritos)

The merit-based competition is the modality
applicable to the selection of consultants or au-
ditors in activities of technical advice, coordina-
tion, control, supervision, construction or project
management, as well as for the execution of de-
signs, plans, preliminary projects and architec-

tural or engineering projects. In accordance with
Article 2.2.1.2.1.3.2 of Decree 1082 of 2015, the
entity must establish criteria for the qualification
of the experience of the proponent and its work
team, as well as its academic training and tech-
nical or scientific publications. Additionally, the
entity must verify that the economic offer is with-
in the value estimated in the previous studies
and the budget assigned for the contract.

Diagram merit contest with prequalification
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2.10.4. Minimum Amount (“Minima Cuantia”)

Minimum amount contracting is a simplified pro-
cedure applicable when the value of the con-
tract is equal to or less than 10% of the lowest
amount of the entity, regardless of its contrac-
tual object. Within this modality are purchases
in large stores through the Virtual Store of the
Colombian State.

Law 2069 of 2020 (Entrepreneurship Law) modi-
fied this modality by allowing public entities to ac-

Signing the Contract

Pub. SECOP

quire goods and services from micro, small and
medium-sized enterprises (MSMEs), establishing
differentiated tie-breaking criteria with respect to
those contemplated in Decree 1082 of 2015 (See
Annex Minimum Amount Selection Process).

Law 1882 of 2018 established the obligation of
the National Government to adopt standard doc-
uments for the specifications in state contracting
processes. Subsequently, Law 2022 of 2020 em-
powered the Colombia Compra Eficiente Agen-
cy to issue mandatory standard documents for
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entities subject to the General Statute of Public
Administration Contracting in public works se-
lection, auditing and consulting processes. Pro-
posers retain the right to submit comments from
the publication of these documents.

Law 2195 of 2022 extended the application of
the standard documents to contracts entered
into by state entities with autonomous assets
or with natural or legal persons under a special
or private contractual regime, except for public
higher education institutions, state social enter-
prises, mixed economy companies and industri-
al and commercial companies of the State.

Minimum amount diagram
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2.10.5. Direct contracting

Direct contracting is an exceptional modality that
allows public entities to enter into contracts with-
out a competitive selection process, applicable
only in situations exhaustively established in nu-
meral 4 of article 2 of Law 1150 of 2007. These
grounds include: contracting of public credit,
manifest urgency, provision of professional ser-
vices and management support, acquisition of

Certificate

Pub. SECOP

goods or services from an exclusive supplier or
sole holder of intellectual property rights, and
contracting that requires confidentiality in the
defense sectors, National Intelligence Director-
ate and National Protection Unit.

Law 2160 of 2021 added paragraphs 1) and m)
to Article 2 of Law 1150 of 2007, expanding the
grounds for direct contracting. Paragraph 1),
subsequently amended by Law 2294 of 2023,

| Evaluation of Bids Subitted |
(term set by the entity)
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authorizes state entities to enter into contracts
with indigenous councils and other recognized
indigenous organizations for projects aimed at
strengthening their self-government, cultural
identity, autonomy, rights, provision of public
services, and execution of public works.

Paragraph (m) authorizes direct contracting with
community councils of black communities reg-
ulated by Law 70 of 1993, provided that they
are registered and updated in the National Uni-
fied Registry. These contracts should focus on
strengthening their self-government, cultural
identity, autonomy, and territorial rights.

EXPERT’'S RECOMMENDATION:

For foreign companies interested in contracting with the Colombian state, it is essen-
tial to understand that state entities exercise exceptional powers called “exorbitant
clauses”, regulated in Article 14 of Law 80 of 1993. These powers—which include
unilateral modification, unilateral interpretation, unilateral termination, unilateral liqui-
dation, and expiration—depart from the rules of ordinary law applicable to contracts
between individuals, granting the administration powers to derogate private law that
require express legal authorization.

Investors are recommended to consider that, although these powers operate in the
public interest under exceptional circumstances classified as serious, their exercise
is not arbitrary: it must be carried out by means of a reasoned administrative act, re-
specting the economic balance of the contract and guaranteeing compensation when
appropriate. In particular, if a unilateral modification alters the value of the contract
by 20% or more, the contractor may waive the execution without penalties and with
the right to compensation for damages caused. Properly evaluating this exceptional
regime allows companies to structure bids with appropriate guarantees, contingency
provisions, and risk mitigation strategies specific to Colombian public procurement.

2.10.6. Public-Private Partnerships

Public-Private Partnerships (PPPs) are contrac-
tual instruments for the development of strategic
infrastructure projects through the participation
of the private sector, balancing public interest
with economic viability for private investors. The
contractor’s remuneration is structured through
the right of economic exploitation of the infra-
structure or service during the agreed contrac-
tual term, complemented by state contributions
when the nature of the project requires it.

Law 1508 of 2012 contemplates two types of

PPPs: (i) public initiative, originated by state en-
tities that publish open calls for the submission
of bids; and (ii) private initiative, where private in-
vestors identify infrastructure opportunities and
submit unsolicited proposals to the competent
authorities. Foreign entrepreneurs can partici-
pate in both modalities, as seen in this chapter.
To this end, companies can consult and regis-
ter PPP initiatives that are underway, see their
progress and development, in the Single Reg-
istry of Public-Private Partnerships (RUAPP),
available in  www.dnp.gov.co, of the National
Planning Department.
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Public Initiative PPPs

As their name indicates, they are projects in
which the competent state entity develops com-
plete technical, financial, environmental and
legal studies, structuring the project before
publishing the call. The contractor is selected
through the public bidding process, and this may
include a pre-qualification phase that limits the
number of bidders according to criteria of legal
and financial capacity and experience in invest-
ment or structuring of similar projects.

To this end, an evaluation of technical and eco-
nomic factors weighted in the specifications is
carried out, seeking the best cost-benefit ratio.
The criteria include service levels, quality, pres-
ent value of income, required state contributions
and compensation offered. Foreign entrepre-
neurs compete on equal terms with national bid-
ders and must demonstrate sufficient technical
and financial capacity to execute the project.

Private initiative PPPs

Unlike the public initiative, the private initiative
allows investors, hereinafter referred to as the
originators, to identify infrastructure opportu-
nities and present unsolicited projects to the
competent entities. These initiatives fall into two
categories: projects that require public resourc-
es and projects financed exclusively with private
capital. In both cases, the private originator as-
sumes all the costs of structuring the project,
developing it in two stages: pre-feasibility and
feasibility.

During the pre-feasibility stage, the conceptu-
al design of the project must be presented, in-
cluding the technical description, preliminary
demand studies, cost estimation, and possible
sources of financing. The competent entity ana-
lyzes the proposal and issues a feasibility con-
cept that authorizes the originator to advance to

the feasibility phase. This initial concept does
not grant acquired rights or generate commit-
ments for the state.

In the feasibility stage (maximum 24 months),
the originator documents its legal and financial
capacity, experience in similar projects, detailed
engineering, complete environmental and social
studies, risk sharing proposal and draft contract.
Once the National Planning Department issues
a favorable concept, the state entity opens a
public tender (if it requires public resources) or
publishes in SECOP (if it does not require public
resources). The originator participates in the ten-
der with competitive advantages derived from its
knowledge of the project, although it must com-
pete with other bidders.

The total structuring and evaluation costs can-
not exceed 0.2% of the investment value of the
project (Capex), and are assumed entirely by the
originator in accordance with Law 1882 of 2018.
If the initiative is rejected, the entity may acquire
the studies carried out by recognizing the orig-
inator for the costs incurred, after verifying that
they correspond to market values. This modality
offers significant opportunities for foreign entre-
preneurs with the ability to identify infrastructure
needs and develop technically and financially
viable proposals.

Public-Private Partnerships are a business op-
portunity for collaboration with the Colombian
State where the investor preserves his economic
interest through contractual schemes that guar-
antee return on investment through the exploita-
tion of infrastructure or services. Participation in
these projects requires technical and financial
capacity and a willingness to take long-term
risks under performance-conditional remunera-
tion schemes. Foreign companies can take ad-
vantage of both public initiative calls and submit
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unsolicited proposals when they identify viable
infrastructure opportunities. Success in these
projects requires rigorous structuring, in-depth
understanding of the distribution of contractual

risks and constant monitoring of the opportuni-
ties published in the RUAPP, an essential plat-
form to monitor the portfolio of projects available
in the Colombian market.

3. HEALTH REGIME

Sanitary Registration and processes before
INVIMA

The INVIMA Registry is a document issued by
the health authority, through which a natural or
legal person is authorized to manufacture, pack-
age and import food, beverages, medicines, bi-

Obtaining registrations for these products is di-
vided into four broad categories, within which
the following registrations can be requested:

Food and alcoholic beverages

- Sanitary registration for alcoholic beverag-
es manufactured, hydrated or packaged at
the national level.

« Sanitary registration for imported alcoholic
beverages.

« Sanitary registration, sanitary permit, sani-
tary notification for food.

ological products, medical devices, cosmetics,
toiletries and pesticides for human use and/or
consumption.

The INVIMA Certification is a validation with re-
spect to compliance with specific quality stan-
dards that certain processes for the manufacture
of products for human consumption must meet.

- Sanitary registration, sanitary permit, sani-
tary notification for imported food.

Medicines and biologics

- Sanitary registration of dietary supple-
ments of national manufacture.

« Sanitary registration of imported dietary
supplements.

- Sanitary registration of new nationally
manufactured medicines and/or renewals
included in Colombian pharmacological
standards.



2020 Legal Guide

Sanitary registration of simple homeopath-
ic medicines of non-simplified regime and
complex homeopathic medicines of na-
tional manufacture.

Sanitary registration of simple homeo-
pathic medicines of non-simplified regime
and imported complex homeopathic med-
icines.

Sanitary registration of pharmaceutical
preparations based on medicinal plants
and traditional phytotherapeutic products
of national manufacture.

Sanitary registration of pharmaceutical
preparations based on imported medici-
nal plants and traditional phytotherapeutic
products.

Sanitary registration of simplified regime of
national and imported simple homeopathic
medicines.

Sanitary registration or renewal of import-
ed medicines included in Colombian phar-
macological standards.

Medical devices and reagents

Automatic sanitary registration for medical
devices and biomedical equipment that
are not controlled technology of domestic
manufacture and imported class | and IIA.
Sanitary registration for medical devices of
national manufacture and imported class-
es Il B and Ill.

Automatic sanitary registration of imported
in vitro diagnostic reagents in category |
and II.

Sanitary registration and automatic renew-
als for in vitro diagnostic reagents catego-
ries | and I, orphan in vitro reagents for di-
agnosis, in vitro reagents analytical grade
and specific analyte, reagents for general
use in the laboratory and in vitro reagents
for research, manufacturing, domestic and
imported.

Cosmetics, toiletries and pesticides

Mandatory Health Notification — NSO for
cosmetic, household hygiene and hygiene
products and absorbents for personal hy-
giene.

Sanitary registration for pesticides for do-
mestic use or for use in public health of
national manufacture and imported.

On the other hand, obtaining the certifications of
these products is divided into four large catego-
ries, within which the following certifications can
be requested:

Food and alcoholic beverages:

Certification of implementation of the Haz-
ard Analysis and Critical Control Points
(HACCP) hazard analysis system in the
food industry and/or certification of animal
processing plants according to their clas-
sification.

Certification for food and alcoholic bever-
age processing establishment in sanitary
conditions and Good Manufacturing Prac-
tices (GMP).

Certificates of production capacity, stor-
age, conditioning, technical concept of
sanitary conditions, Good Practices and
Good Manufacturing Practices (GMP).
Certification of the Hazard Analysis and
Critical Control Point (HACCP) System on
motor vessels or fishing vessels bound for
the European Union.

Medicines and biologics

Certification of Good Clinical Practices
(GCP) in health service provider institu-
tions where research with drugs is carried
out on human beings, through use or ap-
plication.

Certification, extension or renewal of com-
pliance with Good Manufacturing Practic-
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es (GMP), Good Manufacturing Practices
(BPE), Good Laboratory Practices (GLP)
or Good Bioavailability (BD) and Bioequiv-
alence (BE) Practices.

Certification of compliance with good prac-
tices for tissue and bone marrow banks,
verification of requirements, or verification
of temporary tissue storage centers.
Certification of compliance with the sani-
tary conditions of tissue and bone marrow
banks.

Certification of compliance with the san-
itary conditions for the opening of a new
area or expansion of a line of tissue or
bone marrow banks.

Export certificate for medicines and phar-
maceutical preparations based on natural
resources.

Product quality certificates,
analysis and batch release.
Certificate of compliance with Good Man-
ufacturing Practices (GMP), Good Manu-
facturing Practices (BPE) or Good Labora-
tory Practice (GLP) Certificate.

laboratory

Medical devices and reagents

Good Manufacturing Practices (GMP) cer-
tification for medical device and in vitro di-
agnostic reagent manufacturing establish-
ments.

Certification and expansion of the opening
and operation of custom-made medical
device establishments (external orthope-
dic technology, hearing aid).

Certification of storage capacity and/or
conditioning of in vitro diagnostic reagents.
Certification of storage capacity and/or
conditioning of medical devices.
Certification of production capacity to es-
tablishments manufacturing medical de-
vices tailored to visual and eye health.

Cosmetics, toiletries and pesticides

Certificate of Good Cosmetic Manufactur-
ing Practices - BPMC.

Certification or expansion of production
capacity in establishments of cosmetic,
household hygiene or absorbent personal
hygiene products. Visit to verify compli-
ance with sanitary conditions and verifica-
tion of compliance with sanitary conditions
by extension to establishments that man-
ufacture pesticide products for domestic
use.

Certification of technical manufacturing
standards for establishments that man-
ufacture toiletries, hygiene and cleaning
products for domestic use.

Now, to process a sanitary registration or certi-
fication before INVIMA, it is important to bear in
mind that each type of product (food, medicines,
cosmetics, medical devices, etc.) has specific
requirements and its own procedure. However,
there are basic documents that are essential in
any application:

Official application form filled out accord-
ing to the product category.

Proof of payment of the corresponding fee.
Certificate of existence and current legal
representation (Chamber of Commerce).
Technical data sheet and complete prod-
uct labeling, in accordance with Colombi-
an regulations.

Certificates of Good Practice (GPM, GPL,
BPC), when applicable.

For imported products: certificate of free
sale in the country of origin and authoriza-
tion from the manufacturer.
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NV}

InvimAgil

Moderno, integral y a tu alcance

Finally, it is important to highlight the InvimAgil initiative. InvimAgil
is INVIMA’s new digital platform designed to simplify and speed up
health procedures, allowing registrations, permits and notifications
to be managed 100% online.

The tool offers modules for user creation, company registration,
registration of activities and digital obtaining of marketing authori-
zations, with document upload and real-time monitoring.

Its main advantage is the drastic reduction in response times: it
allows automatic authorizations within one day and semi-automatic
processes in 15 to 30 days, replacing procedures that previously
took months. In addition, it strengthens transparency and facilitates
access for micro, small and medium-sized enterprises, which have

benefited the most in its initial implementation.

4. ENERGY REGIME
4.1. Public Electric Power Service

The regime for the provision of the domestic
public electricity service in Colombia is defined
in Laws 142 and 143 of 1994. These regula-
tions established the regime for domestic public
services and the framework for the generation,
interconnection, transmission, distribution and
commercialization of electricity. Consequently,
the provision of the electric energy service and
each of the activities that comprise it are carried
out within the framework of these two laws and
the regulations issued by the Energy and Gas
Regulatory Commission (CREG), in compliance
with its legal mandate.

As for the domestic public electricity service, Ar-
ticle 14.25 of Law 142 of 1994 defines it as the

transmission of electricity from the transmission
networks to the end user, including connection
and metering. Article 15 of the same law also
specifies the entities authorized to carry out
these activities. Particularly relevant is the le-
gal figure of Public Services Company (E.S.P.),
which enables the provision of domestic public
electricity services in the national territory.

For its part, Article 5 of Law 143 of 1994 es-
tablishes that the activities of generation, inter-
connection, transmission, distribution and com-
mercialization of electricity constitute essential
public services, designed to satisfy collective
needs on a permanent basis. According to Ar-
ticle 7 of the same law, the commercialization
of electricity can only be carried out by agents
participating in generation or distribution, or by
independent agents that comply with the regula-
tions of the CREG.
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This law also states that electricity marketers can
serve regulated or non-regulated users®, and
must register their transactions in the wholesale
market. In addition, the CREG has issued var-
ious resolutions that regulate different aspects
of these activities, from marketing to connection
charges and the corresponding remuneration®.

In the same sense, Article 4 of Law 143 estab-
lishes that the State must guarantee the supply
of electricity in an economical and viable man-
ner, maintaining the efficiency and security of
the sector. For this reason, Article 20 provides
that the main objective of the regulation is to
ensure a quality, efficient and reasonably cost
service, with the CREG being the entity respon-
sible for defining the technical conditions for
both regulated and non-regulated users. In turn,
in accordance with Article 23, the CREG has
the function of defining and applying technical
criteria of quality, reliability and safety, as well
as establishing the operating regulations for the
National Interconnected System (Sistema Inter-
conectado Nacional or SIN), in coordination with
the National Operation Council (Consejo Nacio-
nal de Operaciéon or CNO).

Based on the above, the main regulatory author-
ities of the sector and their respective functions
are as follows:

i. The CREG, in accordance with article 75
of Law 142 of 1994, is an entity attached

to the Ministry of Mines and Energy (Min-
isterio de Minas y Energia or MME) that
regulates the domestic public services of
electricity, natural gas, liquefied petroleum
gas (LPG) and liquid fuels.

ii. The Superintendence of Domestic Public
Services (Superintendencia de Servicios
Publicos Domiciliarios or SSPD), by virtue
of article 79 of Law 142 of 1994, is respon-
sible for supervising the provision of ag-
ueduct, sewerage, sanitation, energy and
fuel gas services.

ii. The Mining and Energy Planning Unit
(Unidad de Planeacion Minero Energética
or UPME), created by Law 143 of 1994 as
a special administrative unit of a technical
nature, is the Colombian entity in charge of
planning the development and use of the
country’s mining and energy resources. lIts
functions include the preparation of elec-
tricity system expansion plans, natural gas
planning and the promotion of energy effi-
ciency and renewable energies, in order to
ensure the supply, reliability and sustain-
ability of the mining and energy sector.

Other important entities in the sector include XM,
which is in charge of operating the SIN and ad-
ministering the Wholesale Energy Market (Mer-
cado de Energia Mayorista or MEM), for which
it performs the functions of National Dispatch
Center (Centro Nacional de Despacho or CND),
Administrator of the Commercial Exchange Sys-

3 Regulated market: Corresponds to households and small businesses, with consumption of less than 55,000 kWh/month
and Non-regulated market: Corresponds to large companies, with consumption of more than 55,000 kWh/month.

4 Note, for example:

Resolution CREG 054 of 1994: Establishes the rules for the activity of commercialization of electric energy in the SIN.
Resolution CREG 055 of 1994: Regulates the activity of electricity generation in the SIN.

Resolution CREG 056 of 1994: Adopts general provisions on the public service of electric energy.

Resolution CREG 135 of 1997: Establishes the mandatory registration of information related to all energy purchase agree-

ments between marketers and non-regulated users.

Resolution CREG 225 of 1997: Regulates the charges associated with the connection of the residential public electricity

service for regulated users in the SIN.
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tem (Administrador del Sistema de Intercam-
bios Comerciales or ASIC) and Liquidator and
Account Administrator (Liquidador y Administra-
dor de Cuentas or LAC) of the charges for the
use of the SIN’s networks. Likewise, there is
the CNO for Electric Energy and Natural Gas,
whose main function is to agree on the technical
aspects that guarantee that the integrated oper-
ation of the SIN is safe, reliable and economical,
and to act as the executing body of the operat-
ing regulations.

In addition, there is the Institute for Planning and
Promotion of Energy Solutions (Instituto de Plan-
ificacion y Promocidén de Soluciones Energéti-
cas or IPSE), which is empowered to structure,
present and make projects available to public
investment funds in the electricity sector, such
as the Fund for Non-Conventional Energies and
Efficient Energy Management (Fondo de En-
ergias No Convencionales y Gestion Eficiente
de la Energia or FENOGE).

4.2. Tariff control

In this regard, Article 2 of Law 142 of 1994 pro-
vides that the State shall intervene in public ser-
vices, in accordance with the rules of competi-
tion and within the framework of the provisions of
Articles 334, 336 and 365 to 370 of the Political
Constitution, in order to establish a proportional
tariff regime for low-income sectors. In accor-
dance with the precepts of equity and solidarity.

In this sense, there is currently a regime of reg-
ulated and supervised freedom against tariffs.
This means that the CREG, by virtue of Decree
958 of 2001 and Article 74 of Law 142 of 1994,
establishes the criteria and methodology accord-
ing to which domestic public service companies
may determine or modify the maximum prices
for the services offered to the user or consumer.

Consequently, it is not the regulator who directly
sets the prices to be charged to users; on the
contrary, companies freely determine the tariffs
to the end user based on criteria that encourage
efficiency.

The tariff regime is guided by the criteria of eco-
nomic efficiency, neutrality, solidarity, redistribu-
tion, financial sufficiency, simplicity and trans-
parency. These principles are embodied in the
fact that the CREG determines the rates taking
into account the following general aspects:

i. The regime of regulation or freedom.

ii. The subsidy system, which is granted so
that people with lower incomes can pay
the rates of household public services that
cover their basic needs.

iii. The rules relating to tariff practices that re-
strict free competition and imply abuse of
a dominant position.

iv. The rules relating to procedures, method-
ologies, formulas, structures, strata, bill-
ing, options, values and, in general, all as-
pects that determine the collection of fees.

For its part, in terms of tariff control, the SSPD
monitors, inspects and controls the correct ap-
plication of the tariff regime established by the
CREG by the providers. In this regard, the Su-
perintendence publishes tariff bulletins for the
sector where the components and regulated tar-
iffs published by the SIN marketers are analyzed,
calculated in accordance with the methodology
established by the Commission in Resolution
CREG 119 of 2007 (for the SIN), including its
modifications and updates, or Resolution CREG
91 of 2007 (for Non-Interconnected Zones -
ZNI). including its modifications and updates.

At this point, it should be noted that the tariff for-
mulas that allow electricity marketing companies
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to calculate the unit costs of providing the ser-
vice and the tariffs applicable to end users reg-
ulated in the SIN are valid for five years, unless
there is a prior agreement between the provider
company and the CREG to modify them. The
foregoing does not ignore the provisions of Arti-
cle 126 of Law 142 of 1994 and paragraph 1 of
Article 290 of Law 1955 of 2019, which establish
that the CREG has the power to modify the tar-
iff formulas during their validity when necessary
and motivated by the inclusion of new agents.
activities or technologies, complying with the
regulatory criteria for the implementation of the
new tariff formula.

4.3. National Interconnected System (SIN°)
and Non-Interconnected Areas (ZNI)

A ZNlI is any geographical area where the ser-
vice is not provided through the SIN, without this
classification implying any type of discrimination
or exclusion. Under this budget, the CREG has
developed the regulation for ZNI, mainly provid-
ed for in Resolution CREG 091 of 2007. In the
same vein, Article 1 of Law 855 of 2003 delimits
the ZNI indicating that they correspond to all mu-

nicipalities, townships, localities and hamlets not
connected to the SIN.

It is important to mention that in the current reg-
ulation there are no restrictions on an agent who
carries out any activity in the chain of provision
of the domestic public electricity service, or its
complementary activities in the SIN, to carry out
activities in the ZNI. This is because Article 15
of Law 142 of 1994, which indicates who can
provide public services, is applicable both in the
SIN and in the ZNI.

It is also necessary to indicate that public elec-
tricity service providers have the obligation to in-
form the SSPD of the start of activities and make
their respective registration in the Single Regis-
try of Providers. In this sense, any public service
company that is incorporated, or that is already
incorporated, can provide the service in a ZNI
and must comply with the current regulation.

Regarding the distinction or regulatory classifi-
cation for the SIN and the ZNI, we find the fol-
lowing differentiations:

5 SIN: system composed of the following elements connected to each other: generation plants and equipment, the inter-
connection network, regional and interregional transmission networks, distribution networks, and users’ electrical loads.
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Table 1. Own elaboration.

1. Law 143, Articles 11, 42, 44, 46, 47, 54, 57, 85
etc.

2. Law 142, title VIII (public service contract) ar-
ticles 128 to 159.

3. Single Regulatory Decree 1073 of 2015.

4. Law 1715 of 2014.

5. Law 2099 of 2021.

6. Resolution CREG 31 of 1997 (regulated us-
ers).

7. Resolution CREG 131 of 1998 (non-regulated
users).

8. Resolution CREG 107 of 1998 (protection of
users).

9. Resolution CREG 156 of 2011 (marketing reg-
ulations).

10. Resolution CREG 038 of 2014 (measurement
code).

11. Resolution CREG 24 of 2015 (large-scale
self-generation).

12. Resolution CREG 098 of 2018 (response to
the complaint).

13. Resolution CREG 80 of 2019 (rules of behav-
ior).

14. Resolution CREG 174 of 2021 (small-scale
self-generation).

15. Resolution CREG 135 of 2021 (mechanisms
for the protection of users who exercise self-genera-
tion PE.

16. CREG Resolution 101001 of 2022 (AMI).

1. Law 143 of 1994, Article 11.

2. Law 142 of 1994, title VIII (public service con-
tract), articles 128 to 159.

3. Single Regulatory Decree 1073 of 2015.

4. Law 1715 of 2014 Articles 34, 35, 36, 37, 39
and 40.

5. Law 2099 of 2021 Articles 26, 27, 28, 29, 30,
31, 32, 33, 34 and 35.

6. Tariff regulation: Resolution CREG 91 of 2007
(Free Initiative Areas).

7. Resolution CREG 076 of 2016 (exclusive ser-
vice areas).

8. Resolution CREG 038 of 2018 (self-genera-
tion).

In conclusion, there is a broad regulatory frame-
work that allows the provision of the service
for both the ZNI and the SIN. At this point, it is
important to note that with the issuance of Law
2099 of 2021, the promotion of renewable en-
ergies in the electricity projects that are devel-
oped in the ZNI was achieved, mainly because
this law, in its chapter V (On the public electricity
service in the ZNI), establishes various man-

dates, among which the following stand out: i)
new institutional functions in ZNI through IPSE,
i) incentives for renewable energy projects, iii)
individual solutions in ZNI, and iv) reliability of
the electric service through generation support.

As a recent regulatory aspect on this issue, it
should be borne in mind that the MME issued
Resolution 40631 of 2025, through which the
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National Plan for Rural Electrification (PNER) for
the ZNI and the SIN is adopted. This public pol-
icy instrument seeks to expand and guarantee
access to electricity service in the country.

4.4. Milestones in the consolidation of
Non-Conventional Renewable Energy Sourc-
es (FNCER) projects

The Colombian electricity sector has undergone
various modifications and regulatory advances
aimed at strengthening the country’s electricity
matrix and allowing the inclusion of more and bet-
ter forms of generation. This section presents the
main and most recent developments in the sector.

Through Decree 1186 of November 10, 2025,
the National Government of Colombia devel-
oped a regulatory framework for the optimization
of the granting of environmental licenses to wind
energy projects (LAEGlica). This standard ap-
plies to projects with an installed capacity equal
to or greater than 10 megawatts (MW) and up to
a capacity of less than or equal to 100 MW.

With the issuance of this decree, the Colombian
Government seeks to promote an environmen-
tal model that optimizes evaluation processes,
strengthens the protection of biodiversity and
guarantees the participation of communities in
the implementation of clean energy.

In a similar vein, in September 2025, Decree
1033 was published with the intention of im-
plementing a solar environmental license with
optimized design (LASolar) for projects with in-
stalled capacity from 10 MW to 100 MW, allow-
ing the respective environmental license to be
obtained more efficiently.

With the implementation of these measures, the
Colombian Government seeks to generate a more

favorable scenario for the materialization of this
type of project, so that they can effectively meet
the objectives for which they were designed.

On the other hand, it is relevant to indicate that
the First Offshore Wind Round is being carried
out in Colombia, with the aim of granting indi-
viduals the temporary occupation permit on off-
shore areas destined for the development of
wind energy generation projects. This initiative,
aligned with the objectives of the current gov-
ernment, would allow the so-called Just Energy
Transition (TEJ) to continue and diversify ener-
gy sources in Colombia.

Another important milestone in the consolidation
of FNCER projects is the issuance of Resolution
MME 40358 of 2025, which modifies Resolution
MME 40303 of 2022, which regulated the guide-
lines to facilitate the coexistence of projects in
the mining-energy sector in the event of possi-
ble partial or total overlaps. In this context, when
there is competition in the same area of activi-
ties, works or infrastructure under development
or to be developed by two or more hydrocarbon,
mining and/or energy projects, a direct negoti-
ation of operational coexistence agreements
must be reached.

The most relevant thing is that cases are now
listed in which it is not necessary to sign an op-
erational coexistence agreement, that is, despite
the existence of a conflict, it is not necessary for
an incoming project to process an operational
coexistence agreement when: i) the existing
project has an environmental license, but the in-
coming project does not require an environmen-
tal license; ii) the existing project with activities
in the subsoil invokes incompatibility with a sur-
face development project without proving autho-
rization or right granted by the occupant, holder,
possessor, owner or legitimate holder of the sur-
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face area; iii) the overlap is limited only to the
overlapping of areas defined in the respective
environmental studies; and iv) the project that
alleges incompatibility does not provide special-
ized studies that demonstrate, with scientific and
methodological basis, the material impossibility
of coexistence of the activities planned in the
area of overlap.

Another outstanding milestone from a regulatory
point of view is the issuance by UPME of Res-
olution 749 of 2025, which establishes the new
procedure and new requirements for the regis-
tration of generation projects to operate in the
SIN. This resolution replaces Resolution UPME
0520 of 2007, modified by Resolutions UPME
0638 of 2007 and 0143 of 2016, in relation to
the information required for the different stages
of the projects, as well as the formats that make
up these phases of registration.

That said, the milestones that a developer must
take into consideration to advance and material-
ize this type of project are the following®:

Registration for the UPME project.

Environmental license and permits.

Prior consultation (ethnic communities).

Community participation.

Land negotiation (direct, easement or ex-

propriation).

Land use licenses.

Constitution as a provider of public ser-

vices.

8. MEM Registration.

9. Prior notification of the start of activities to
the CREG.

10. Registration with the SUI (Superinten-
dence of Public Services).

11. Connection procedure.

oAM=

N O

4.5. Renewable energy auctions

In the Colombian electricity sector, policies have
been defined aimed at supplying the demand for
electricity through renewable energy auctions,
in order to implement mechanisms that promote
the long-term contracting of this type of project.
The renewable energy auction market is materi-
alized through auctions of long-term 15-year bi-
lateral renewable energy contracts, where gen-
erators and marketers participate.

The initial regulatory framework included Decree
570 of 2018 and Resolutions MME 40795 of
2018 and MME 40590 of 2019, rules that estab-
lished the principles, rules and methodologies
for auctions of long-term electricity contracts, in-
cluding FNCER. However, the first auction was
not awarded because at the time of the award
process the procedures established by the
CREG were not followed; In other words, what
was awarded corresponded to very little energy
and this was distributed among a few marketers.

Additionally, the Council of State in 2023 de-
clared the nullity of the public policy guidelines
for the contracting of electricity generation proj-
ects, due to the fact that the competition advo-
cacy process was not carried out. Consequently,
Decree 570 of 2018 and its provisions compiled
in the Single Regulatory Decree of the Admin-
istrative Sector of Mines and Energy, as well
as Resolutions MME 40791 of 2018 and MME
40795 of 2018, were declared null and void.

The second auction, more focused on renew-
able projects, was held within the framework of
MME Resolutions 40678 of 2019, 40591 of 2019
and 40725 of 2019. Before this second auction,
it should be remembered that Article 296 of

6 The main rules for developing generation projects are listed, some of these rules may vary for a developer of marketing,

transmission, storage or distribution projects.
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Law 1955 of 2019 was regulated by Resolution
MME 40715 of 2019, which established that in
2022 marketers that serve regulated demand
must have 10% of that demand covered with
long-term contracts (greater than or equal to 10
years) from FNCER. This obligation became an
incentive for marketers to actively participate in
the auction, given that it was practically the only
market mechanism for the contracting of renew-
able energy at that time.

Subsequently, the third auction was held under
the framework of MME Resolutions 40141 of
2021, 40179 of 2021, 40305 of 2021 and 40060
of 2021. This auction was similar to the second,
but with the novelty that marketers who met un-
regulated demand could participate.

Recently, the MME, in compliance with the ob-
jectives and guidelines established in article 1,
numeral 2.2.3.8.10.1 of Decree 1091 of 2025,
published until February 3, 2026 a draft resolu-
tion that defines a new mechanism for long-term
contracting of electricity through auction. This
contractual aspect will be developed later in the
section on main contracts.

This does not imply that more auctions are not
held in the Colombian electricity market; on the
contrary. For example, the CREG issued Reso-
lution 101 079 of 2025, which makes the auction
for the allocation of firm energy obligations (obli-
gaciones energéticas firmes or OEF) of the reli-
ability charge’, in order to guarantee the supply
of electricity in the country and especially cover
the projected demand for the period 2029-2030,
according to the estimates made by the UPME.

4.6. Energy storage

The regulatory framework of the Colombian
electricity sector has addressed key aspects to
encourage the integration of storage systems,
such as batteries, with the aim of providing sup-
port to the grid in cases of failure or insufficiency
in transmission capacity, as well as to mitigate
cost overruns due to restrictions.

In this sense, in order to maximize the use of this
technology and benefit the user, the legal system
has been oriented in that direction. Therefore,
currently the provisions contained in Resolution
CREG 098 of 2019 constitute an indispensable
starting point to issue key signals to those inter-
ested in incorporating storage systems in order
to mitigate inconveniences derived from the lack
or insufficiency of energy transmission networks
in the SIN.

Similarly, Resolution MME 40283 of 2022 es-
tablished the guidelines for the incorporation of
Energy Storage Systems (Sistemas de Almace-
namiento de Energia or SAE) in the Colombian
electricity system. In addition to this, Resolution
MME 40042 of 2024 also contains provisions on
electricity storage and the acquisition of SAE for
various cases, such as storing excess genera-
tion or reducing peak demand.

On the other hand, the most recent regulatory
advances on the matter should be taken into
account, including: i) the CREG published, until
October 19, 2025, for comments a draft Reso-
lution CREG 701 103 defining the mechanisms
for incorporating SAE with batteries in the SIN;

7 The reliability charge is a remuneration scheme that makes it possible to invest in the electricity generation resources
necessary to efficiently guarantee the supply of energy demand in critical supply conditions, through long-term signals and

the stabilization of the generator’s revenues.
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ii) the MME, until December 11, 2025, published
for comments a draft resolution on public policy
guidelines for the integration of SAEs in the SIN
and in the ZNI; and iii) the MME, in the same
sense, on April 21, 2026, issued resolution
40208 to define long-term contracting mecha-
nisms for electricity that integrates energy stor-
age as a key component.

The inclusion of Battery Electrical Energy Stor-
age Systems (SAEB) in generation projects,
both from the structuring of the project and in
the face of a possible need to modify the con-
nection concepts, is being taken into consider-
ation mainly because it seeks to face challenges
related to growing demand and expansion lim-
itations, among others.

In this way, it is clear that the implementation of
storage technologies, whose installation costs
have shown a decreasing trend in recent years,
constitutes a fundamental enabling technology
for the accelerated expansion of renewable en-
ergies and the advancement of the Just Energy
Transition, guaranteeing the reliability of ener-
gy systems and the fulfillment of environmental
commitments, such as the reduction of Green-
house Gas (GHG) emissions.

4.7. Self-generation and energy communities

4.7.1. Large-scale self-generation (installed
capacity greater than 1 MW)

Large-scale self-generating users are those who
have installed power in the self-generation system
higher than the limit defined in the first article of
Resolution UPME 281 of 2015, which is current-
ly set at 1 MW. It should be remembered that the
self-generation activity is carried out by natural or
legal persons who produce electricity mainly to

meet their own needs. In any case, regulation al-
lows them to sell any surplus energy.

Large-scale self-generation activity is regulated
in Resolution CREG 024 of 2015, which defines
the technical conditions for connection and me-
tering, backup and energy supply conditions,
and conditions for delivering surpluses. The
technical conditions for the connection of the
self-generator are found in Article 4 of said reso-
lution and do not make a distinction between the
type of generation.

For the delivery of surplus energy, the large-
scale self-generator must be represented by
a generator on the wholesale market, in which
case the parties will freely agree on the condi-
tions of such representation. The conditions es-
tablished for plants not centrally dispatched will
be applied if the maximum declared power is
less than 20 MW (Resolution CREG 086 of 1996
and Resolution CREG 096 of 2019), and other-
wise, those established for centrally dispatched
plants. It should be clarified that the self-gener-
ating user may or may not be the owner of the
self-generation assets.

As a key regulatory aspect, the MME, through
Resolution 40379 of 2025, defined the rules, re-
quirements and enabling obligations for self-gen-
erators to use the SIN networks and to be able to
deliver their surpluses or consume the energy they
produce in sites other than those of production.

Similarly, the CREG recently issued Resolution
101 099 of 2026, which regulates the aspects
required for the development of the activity of
remote self-generation (AGFR) and the activity
of remote marginal producer with the attention of
users remotely (Productor Marginal Remoto con
Usuarios de Forma Remota or PMRUFR).


https://gestornormativo.creg.gov.co/gestor/entorno/docs/resolucion_upme_0281_2015.htm#1
https://gestornormativo.creg.gov.co/gestor/entorno/docs/resolucion_creg_0024_2015.htm#0
https://gestornormativo.creg.gov.co/gestor/entorno/docs/resolucion_creg_0096_2019.htm#0
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4.7.2. Small-scale self-generation (Autogen-
eracion a Pequena Escala or AGPE) and Dis-
tributed Generators (Generadores Distribui-
dos or DG)

An AGPE is a self-generator that has an in-
stalled or nominal capacity of less than or equal
to 1 MW. This activity is carried out by natural or
legal persons who produce electricity mainly to
meet their own needs. Regulation allows them
to have surplus energy.

On the other hand, a DG is a legal entity that
generates electricity near consumption centers,
is connected to the Local Distribution System
and has an installed power of less than 1 MW.

The activity of AGPE and GD in the SIN was
regulated in Resolution CREG 030 of 2018, up-
dated by Resolution CREG 174 of 2021. This
regulation contains the connection application
process (Article 14 and Annex 5, where techni-
cal requirements are applied according to the
installed or nominal capacity and its impact: de-
livery or non-delivery of surpluses), the technical
requirements for metering (Article 19) and the
process of remuneration of surpluses (AGPE
case) and sale of energy (GD case), which is
explained below. It should be clarified that, once
the connection and measurement procedure of
the aforementioned resolution has been com-
pleted, the sale of energy will be available.

It should be noted that this regulation provided
benefits in terms of simplified connection proce-
dures for small-scale self-generators (installed ca-
pacity less than or equal to 1 MW) and distributed
generators (installed capacity less than 1 MW).

Likewise, for large-scale self-generators, the
connection procedures for plants with a de-
clared maximum power of less than 5 MW were
also simplified.

Regarding the energy sale mechanism, start-
ing with the DGs, they will be able to sell their
energy in accordance with Article 22 of Resolu-
tion CREG 174 of 2021, which determines two
options: 1) according to the marketing rules for
plants of less than 20 MW (Resolution CREG
096 of 1996, modified by Resolution CREG 096
of 2019, as mentioned above); and 2) directly to
the marketer integrated with the network opera-
tor where the DG is connected.

In the case of AGPEs, the energy trading rules
are found in Articles 23 and 25 of Resolution
CREG 174 of 2021. Article 23 defines that ener-
gy can be sold to a marketing agent or to a gen-
erating agent that uses or does not use FNCER.
Article 25 establishes that the AGPE user with
FNCER can apply a benefit for the energy inject-
ed into the grid, called an energy credit, where
the surpluses will be recognized as energy cred-
its to the AGPE used by FNCER.

4.7.3. Energy communities

Energy communities emerge as an innovative le-
gal instrument with the potential to empower cit-
izens and redefine their role in the energy chain.
This paradigm shift is evidenced in the transfor-
mation from passive to active consumers, demon-
strating that citizen participation can be key to mit-
igating global challenges such as climate change,
pollution, and environmental sustainability.

Energy communities, by facilitating participatory
energy management, production and consump-
tion, offer significant benefits. From providing local
electricity services and promoting energy efficien-
cy to boosting the use of renewable energy, these
communities are positioned as agents of change
for sustainable development. In addition, by en-
couraging democratic citizen participation, they
contribute to the strengthening of communities
and the creation of new sources of income.
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Colombia has taken a significant step by integrat-
ing energy communities into its legal framework,
recognizing the crucial role of citizen participation
in the energy transition. Energy communities in
Colombia are seen as an innovative element for
the transition to a decentralized energy model.

In the exercise of regulatory power, the National
Government issued Decree 2236 of 2023, through
which Decree 1073 of 2015 was added in order to
partially regulate Article 235 of Law 2294 of 2023
(National Development Plan 2022-2026). In this
article, energy communities were defined as those
in which users or potential users of energy ser-
vices can be constituted as energy communities
to generate, market and/or efficiently use energy
through the use of non-conventional renewable
energy sources (FNCER), renewable fuels and
distributed energy resources.

These communities are constituted as one of the
new legal instruments suitable for harnessing local
energy resources, allowing demand to play a more
active role in the supply chain of energy services and
providing access to electricity services to economi-
cally vulnerable populations. By empowering these
populations through collective partnership schemes,
energy communities become key legal instruments
to ensure equitable access to electricity services and
promote the efficient use of energy.

In this sense, considering that with the approval
of Law 1715 of 2014, the integration of renewable
energies into the electricity sector was declared to
be of national interest, the role of self-generation
was redefined, which went from being exclusive-
ly intended for user consumption to mainly allow-
ing the delivery of surplus energy to the system.
The law also establishes small- and large-scale
self-generation, and distributed generation as new
activities in the supply chain, with specific regu-
latory conditions to facilitate their integration into

the system and provide new instruments that fa-
cilitate demand-side decision-making. This implies
a more active demand in the development of an
efficient and competitive market.

In the regulatory framework, in addition to Decree
2236 of 2023, there is Law 2294 of 2023, Resolu-
tion MME 40509 of 2024, Resolution MME 40136
of 2024, Resolution MME 40137 of 2024, Resolu-
tion UPME 501 of 2024 and Resolution CREG 101
072 of 2025. These rules currently allow energy
communities, among other powers:

i. Authorization to generate, market and use
energy from renewable sources.

ii. Promotion of the use of non-conventional
energy sources and efficient use of ener-
gy, as well as a procedure for their regis-
tration.

iii. Criteria for classifying energy communities
in Colombia.

iv. Conditions associated with the terms of
service provision and rules for the integra-
tion of energy communities into the Na-
tional Energy System.

v. Formalization and legal establishment of
energy communities as an essential pro-
cess to guarantee their operability and ac-
cess to legal and regulatory benefits.

Additionally, it is important to note that Decree
972 of 2025 created the Colombia Solar Pro-
gram as an energy policy led by the MME and its
affiliated entities, aimed at promoting self-gener-
ation with solar energy, in any of its modalities,
for users of strata 1, 2 and 3 of the SIN and the
ZNI. as an alternative to the existing subsidy for
the electricity consumption of these users, within
the framework of the Just Energy Transition.

On 30 January 2026, the MME published for
comments the draft resolution regulating the pro-
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gramme. This project establishes the contractual,
technical and financial instruments for its effective
implementation, as well as the rules for the own-
ership, operation and maintenance of the solar
infrastructure, guaranteeing its sustainability for a
period of up to 25 years. The measure also de-
fines clear targeting and prioritization criteria, with
an emphasis on multidimensional poverty, energy
poverty and service costs.

It is relevant to mention that the program was
declared a Project of National and Strategic In-
terest (PINES), which implies that it has techni-

cal, fiscal and budgetary feasibility. This declara-
tion constitutes an additional tool to advance in
the country’s Energy Transition.

4.8. Main contracts

In the Colombian electricity market, different
types of transactions are entered into that vary
depending on whether it is the wholesale mar-
ket, the retail market, or the transmission, dis-
tribution or storage market. To be clear about
the conceptual framework, the following graph
is presented:
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WHOLESALER

MARKET

Supplier contracts

Infrastructure installation contracts

. PC Contract (Procurement and Construction)

. EPC Contract (Engineering, Procurement, and Construction)

. BOOMT Contract (Build, Own, Operate, Maintain and Transfer)

o Association or strategic alliance agreements

o PPP agreements (public-private partnership)

1. Contracts in relation to the provision of the service (Plants greater than 20 MW)

A. Spot market

- Mandate Agreement (agent and XM)

. Exchange-traded power purchase and sale agreements. (XM and XM)
B. Bilateral Contracts Market

. Supply Contracts: pay what is demanded and pay what is contracted
. PPA (Power Purchase Agreement)

> Representation contracts

. BOOMT with representation

C. Reliability Charge Market

. Primary Market (Auction): XM Contract and Investor

. Secondary Market: Power Backup Contract (Between Generators)
D. Renewable Energy Long-Term Contract Market (Auction)

> Long-term power supply contracts

. Commercial Mandate Agreement (Principal and XM)

E. Energy futures market (CREG Resolution 114 of 2018)
Futures contracts (Article 2, paragraph 4, Law 964 of 2005) whose administrator is
DERIVEX

2. Contracts in relation to the provision of the service (Plants of less than 20 MW).
Article 3 of Resolution CREG 086 of 1996 (Resolution CREG 096 of 2019)

- it sells to a regulated market retailer, through a public call for tenders at a merit
price

- Sells to a generator or marketer intended for the non-regulated market, at freely

agreed prices
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1. Transmission

A. Supplier contracts

B. Infrastructure installation contracts

. PC Contract (Procurement, and Construction)

. EPC Contract (Engineering, Procurement, and Construction)
. BOOMT Contract (Build, Operate, Own, Maintain and Transfer)
- Partnership contracts or strategic alliances

- PPP Contracts (Public Entities)

C. Contracts in relation to the provision of the service

. Connection contract

- Contract of carriage

2. Distribution:

A. Supplier contracts

B. Infrastructure installation contracts

J PC Contract (Procurement, and Construction)

EPC Contract (Engineering, Procurement, and Construction)
BOOMT Contract (Build, Operate, Own, Maintain and Transfer)

TRANSMISSION, B Partnership contracts or strategic alliances
DISTRIBUTION K PPP Contracts (Public Entities)
AND STORAGE HE Infrastructure Lease Agreement
C. Contracts in relation to the provision of the service
J Connection contract
J Distribution network use contract
J Extra service quality contract
- Extra power quality contract

Network Backup Contract

3. Storage:

A. Supplier contracts

B. Infrastructure installation contracts
. PC Contract

. EPC Contract

- BOOMT Contract

- Partnership contracts or strategic alliances
- PPP Contracts (Public Entities)

C. Contracts in relation to the provision of the service




2020 Legal Guide

1. Contracts related to the provision of the service
J Public service contracts with regulated users
J Public service contracts with non-regulated users

2. Contracts for the installation of infrastructure and energy services asso-
ciated with self-generating users

. PC Contract (Procurement, and Construction)

. EPC Contract (Engineering, Procurement, and Construction)

. BOOMT Contract (Build, Operate, Own, Maintain and Transfer)

J PPA contracts (power supply that comes from an exclusive plant)

J Infrastructure Lease Agreement

RETAIL 3. Contractual types for the purchase and sale of surpluses according to
Resolution CREG 135 of 2021

. AGPE User - Regulated: Special agreement annexed to the Uniform Condi-
tions contract, hereinafter special agreement annexed to the CCU

J AGPE User - Not regulated: Special agreement annexed to the Domiciliary
Public Service Contract hereinafter special agreement annexed to the contract

MARKET

4. Contractual types of demand response or transitive energy
. DDV Contract

5. Contractual types of contracts related to energy efficiency services
0 Long-term energy repowering contract

J Public-private partnership contracts

. Energy Services Contract

Some of the main contracts in the electricity
market are described below:

4.8.1. Connection contract

Connection contracts arise from the current reg-
ulation, in particular from what is indicated in nu-
meral 6 of the Connection Code, which is part of
the Network Code adopted by Resolution CREG
025 of 1995, which establishes the minimum
content of each contract according to the type
of connection. In this sense, the minimum tech-
nical requirements for the design, construction,
assembly, commissioning, operation, mainte-
nance, telecommunications and supervision that
all generators directly or indirectly connected to

the STN must comply with for their connection
are established.

The elements of the connection contract are set
forth in Article 21 of Resolution CREG 001 of
1994, where the regulator established that such
legal business must have at least acts or con-
tracts for:

i. Construction of works necessary to con-
nect the national system to any other sys-
tem.

ii. Construction of works for the extension or
reinforcement of the conveyor, appropriate
when making connections or modifications
to the existing ones.
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iii. Installation of appropriate meters, shut-off
and protection equipment, and any other
equipment necessary to enable the con-
veyor to measure and interrupt supply.

iv. Agree on the date by which the work that
allows access to the conveyor system
would be completed.

Resolution CREG 075 of 2021 establishes the
obligation on the part of the interested party with
transmission capacity assigned by the UPME to
sign this type of contract, depending on wheth-
er the project is class 1 or 2. It should not be
lost sight of the fact that this contract, in accor-
dance with Article 30 of Law 143 of 1994, seeks
to ensure that the companies that own intercon-
nection, transmission and distribution networks
allow the connection and access of electricity
companies, other generating agents and users
who request it, subject to compliance with the
rules governing the service and the payment of
the corresponding remuneration.

Additionally, with respect to this type of contract,
it should be considered that the CREG, on Sep-
tember 23, 2025, through Circular 192, made a
proposal for the minimum content required for
the minutes of connection contracts to the STN,
STR and SDL for class 1 projects, together with
its annexes. The foregoing, based on the provi-
sions of paragraph 3 of article 31 of Resolution
CREG 075 of 2021.

4.8.2. Long-term contracts
In this regard, since the issuance of Law 143 of

1994 in Colombia, two types of markets have
been established in the electricity system, that

is, the non-regulated market and the regulated
market. In order to be considered an unregulat-
ed user and to be able to access the liberalised
and competitive market, monthly power and en-
ergy limits were established, as well as the ob-
ligation to have hourly telemetering equipment.
Currently, a non-regulated user is considered to
be one with a monthly demand of 0.1 MW (pow-
er) or 55 MWh (energy).

That said, the generator sells its electricity pro-
duced by its generation unit connected to the
SIN in the MEM, mainly through long-term con-
tracts®. These long-term contracts can be en-
tered into both for the attention of the non-reg-
ulated market and that of the regulated market.
The former will be the product of free negotiation
with another market agent (generator or mar-
keter) or directly with an unregulated user. The
latter are the product of regulated mechanisms,
that is, there would not be full freedom in the de-
termination of the business, especially because
it mediates the attention of regulated users.

Additionally, on the other hand, the MME, in
compliance with the objectives and guidelines
established in article 1, numeral 2.2.3.8.10.1
of Decree 1091 of 2025, published Resolution
40208 of 2026 that defines a long-term electrici-
ty contracting mechanism. The foregoing, as al-
ready explained, does not mean that there is no
possibility of entering into long-term transactions
between agents in the wholesale market (tradi-
tionally, generators and marketers), as is the
case with bilateral financial contracts recognized
since the issuance of Resolution CREG 024 of
1995, Resolution MME 40715 of 2019 and Res-
olution CREG 130 of 2019.

8 The other forms are through: i) daily energy bids on the “Spot” stock exchange or market, ii) participation in the auctions
for the allocation of firm energy obligations (OEF) of the reliability charge (CxC) of Resolution CREG 071 of 2006 and
Resolution CREG 61 of 2007 and iii) through public calls through the Centralized System of Public Calls (SICEP), System
that defined the procedure that a marketer must carry out in the execution of energy contracts for the regulated market.
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This contracting mechanism defined by the MME
seeks to make it easier for marketing agents to
comply with the obligation established in Article
296 of Law 1955 of 2019, which requires that
a percentage of their energy purchases (set at
10% by Resolution 40060 of 2021) come from
FNCER.

The resolution aims to create a stable environ-
ment that attracts investment in new generation
projects, including Battery Energy Storage Sys-
tems (SAEB), considered pillars of the energy
transition.

The contracting mechanism will be through auc-
tions where buyers (MEM marketing agents)

and sellers (generating agents, developers or
owners of generation projects) can participate.
Both must meet qualification requirements, such
as being incorporated as E.S.P. in Colombia,
submitting binding offers and constituting guar-
antees of seriousness.

The result of the auction will be “pay what you
contract” energy contracts with a duration of 15
years, with a start date from January 1, 2030,
although an alternative is contemplated for 2035
in one of the products. For this type of auction, 4
energy products based on hourly blocks are de-
fined to allow the participation of different tech-
nologies, as follows:

Product 1 24-hour supply

Product 2

Supply in the solar block (06:00 to 18:00 hours)

Product 3

Supply in two combined blocks (08:00-17:00 and 17:00-21:00)

Product 4

Supply in the night peak block (6:00 p.m. to 10:00 p.m.)

Eligibility varies by product. For example, Prod-
uct 2 is aimed at new solar projects, while Prod-
ucts 3 and 4 require the inclusion of SAEB. In
short, this resolution is the administrative act
that launches a long-term energy auction, detail-
ing who can participate, what can be contract-
ed and under what rules the contracts will be
awarded, all in order to advance in Colombia’s
energy transition.

4.8.3. Power Purchase Agreements (PPAs)
Generators and marketers, as participants in this

market, can trade electricity from conventional
sources (as has been the tradition) or from FNC-

ER through bilateral contracts. The destination
of this energy through bilateral contracts can be
the unregulated market or the regulated market.
When it comes to allocating this energy to the
market of non-regulated users, there is no es-
tablished procedure or regulatory prohibition in
Resolution CREG 024 of 1995 so that negoti-
ations can be carried out that culminate in bi-
lateral contracts, whether from conventional or
non-conventional sources of renewable energy.
In practice, the implementation of private auc-
tion schemes for the purchase of energy for the
non-regulated market has been observed, par-
ticularly private auctions for the purchase of re-
newable energy.
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For their part, in relation to transactions of this
type of energy for regulated users, marketers
must purchase electricity through public calls,
which must be advanced for the execution of
electricity contracts intended to serve the regu-
lated market. These public calls are fully regulat-
ed in Resolution CREG 130 of 2019.

The notable contractual types in this mechanism
of bilateral contracts are: supply contracts (which
have been the most widely used) and represen-
tation contracts. The most recent modalities in-
clude PPAs and BOOMTSs® with representation.

It should be noted that, unlike what happens in
the stock market, bilateral contracts guarantee
a fixed price for both generators and marketers,
who are obliged to buy energy to meet their de-
mand. In this market, a fixed price is guaranteed
for a long-term period.

In short, a PPA is a type of purchase and sale
contract that allows electricity to be purchased
at a price much lower than the market standard
through long-term tariff negotiation. Through this
mechanism, it is protected from the volatility of
market prices. This type of contract is governed
by private law; however, there are exceptions in
which public law applies.

The exorbitant or exceptional clauses referred to
are, for example: termination, modification and
unilateral interpretation of the contract. These
clauses, typical of public procurement (Law 80
of 1993), may be included in electricity contracts
provided that the CREG makes them manda-
tory, either by means of a general or particular
provision, as provided for in Article 31 of Law

142. In the event that they are included and ex-
ercised, they are processed in accordance with
the procedure provided for in Law 80 of 1993.

Finally, it is important to note that electricity con-
tracts are guided by both the general principles
of contracting and the principles of public ser-
vice, in accordance with Article 30 of Law 142
of 1994. The general principles of contracts are:
principle of contractual freedom and autonomy
of will, principle of typicity and atypicality, prin-
ciple of consensuality (with the exception of so-
lemnity), principle of economic balance, princi-
ple of economic solvency, principle of good faith,
principle of diligence, principle of conservation
or usefulness of the contract, principle of non-
abuse of the right, no unjust enrichment, no
fraud of the law, and the principle of incorpora-
tion of current and subsequent legal norms.

4.9. Hydrogen

The Colombian territory presents exceptional
conditions for the deployment of clean energy
projects. Its electricity matrix, based mainly on
hydroelectric generation, is among the cleanest
globally. In addition, its privileged geographical
position and favorable climatic conditions give it
access to high-quality natural resources.

In terms of specific resources, the La Guajira
region registers wind speeds of approximately
9 m/s at 80 meters high, which doubles the in-
ternational averages. Likewise, solar irradiation
reaches 6 kW/m?2 constantly throughout the year,
exceeding the world average values by 60%.
Other areas such as the Caribbean, the Orino-
quia and the Magdalena Valleys also exhibit lev-

9 BOOMT que por su acrénimo en inglés se traduce: Built (Construir), Operate (Operar), Own (Poseer), Maintain (Man-
tener) y Transfer (Transferir), que representa una modalidad de contratacion de infraestructura para proyectos eléctricos.
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els of solar radiation above the global average,
with periods of sunshine ranging between 5 and
8 hours per day. Colombia has the largest coal
reserves in Latin America, approximately 50% of
the continent’s reserves, and proven natural gas
reserves equivalent to 2,373 giga cubic feet.

This wealth in renewable sources gives Colom-
bia a competitive advantage to implement Power
to X (PtX) technologies. According to projections
by the International Renewable Energy Agency
(IRENA), the country could reach the fourth low-
est levelized cost of green hydrogen (LCOH) in
the world by 2050, positioning itself only behind
China, Chile and Morocco in competitiveness.

4.9.1. Opportunities

The analyses carried out indicate six departments
with high strategic potential: La Guajira, Atlantico,
Bolivar, Antioquia, Caldas and Valle del Cauca.
These regions stand out for their availability of re-
newable energy, proximity to ports and industrial
facilities, and feasibility of replacing gray hydrogen
with green alternatives.

Among the sectors with the greatest potential is
the manufacture of ammonia for agricultural use,
considering that Colombia ranks third in fertilizer
consumption in Latin America and is significantly
dependent on imports. Sustainable aviation fuels
(SAF) are also highlighted. The maritime sector
offers opportunities for alternative fuels such as
ammonia and methanol, taking advantage of the
competitiveness of ports in La Guajira, Cartagena
and Barranquilla. Finally, hydrogen exports rep-
resent a promising market, with a potential gen-
eration capacity of 23.4 GW and the possibility of
exporting up to 4 million tonnes per year by 2050.

4.9.2. Regulatory Framework for Hydrogen in
Colombia

From a regulatory perspective, hydrogen is clas-
sified as a hazardous substance, which implies
that all activities in its value chain — production,
storage, transport, use and disposal — must
comply with the Colombian Technical Standards
and applicable Occupational Health standards.
ICONTEC has developed a large number of
technical regulations that cover safety aspects
and technical specifications for this industry.

Law 2099 of 2021 incorporated blue hydrogen
as a Non-Conventional Energy Source (FNCE)
and green hydrogen as a Non-Conventional Re-
newable Energy Source (FNCER). Subsequent-
ly, Law 2294 of 2023 added white hydrogen to
the FNCER category. Laws 2299 of 2021 and
2294 of 2023 extended the tax benefit regime
originally established by Law 1715 of 2014 for
FNCEs to green, blue and white hydrogen™.

4.9.3. Main Regulations

The regulatory development has materialized
through Decrees 1476 of 2022, 2235 of 2023
and 1597 of 2024, which establish the framework
to promote innovation, research and all stages
of the hydrogen value chain. These regulations
seek to facilitate their integration into the elec-
tricity public service, energy storage systems
and decarbonization processes in transport, in-
dustry and the hydrocarbons sector. Additional-
ly, Law 2169 of 2021 granted green hydrogen
projects the declaration of public utility and so-
cial interest, including the works necessary for
their production and storage.

0 The colours of hydrogen are classified according to their production method, source of energy used and the amount of

CO2 emitted during their production.
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4.9.4. Tax Incentives

The tax incentive regime includes several sig-
nificant benefits: a 50% deduction in income tax
on investments related to the production, stor-
age, distribution, re-electrification, research and
end-use of low-emission hydrogen, applicable
for a maximum of 15 years'. It also includes the
exclusion of VAT for equipment, machinery and
services linked to hydrogen projects, as well as
the elimination of tariffs for the import of equip-

ment. Assets can depreciate at an accelerated
rate of up to 33.33% per year for three years.

In the specific case of carbon capture, utiliza-
tion and storage (CCUS) technologies, relevant
to the production of blue hydrogen, the regula-
tion provides for complementary benefits that
include a 25% discount on income tax and VAT
exclusion for equipment that contributes to re-
ducing greenhouse gas emissions.

" This special deduction in income tax includes all new expenditures in terms of research, development and investment to
produce and use energy generated by non-conventional sources of energy and efficient energy management. To access
the benefit, it is necessary that the electricity be generated based on wind energy, biomass or agricultural, solar, geother-
mal or marine waste.
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Legal Guide

to doing business in Colombia

Distinctive signs are those that
allow the identification in the
marketplace of products, ser-
vices, business activities or
goods associated with a spe-
cific geographical origin. Their
function is to distinguish busi-

ness origin and prevent confu-
sion among competitors.

1. DISTINCTIVE SIGNS

1.1. Definition, 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 identification 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 identified 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

Protect the particular shape of a package, container or product when

marks that shape is distinctive.
Sound marks Consisting of melodies or sound sequences that identify business origin.
Protect a color or combination of colors applied in a particular and dis-
Color marks -
tinctive manner.
Country brands Used to promote the reputation and image of a country.
. Used by members of an association to identify the common origin of
Collective

their goods or services.

Certification marks

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

teristics verified by the owner.

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

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 official 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
fulfill 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 identifies 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 identifies the legal en-
tity in the corporate and registry sphere, while
the trade name identifies the business activity
before consumers.

A commercial sign identifies 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 conflict.

1.2.4. Geographical Indications

Geographical indications comprise two figures:
(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
specific country, region, locality or place.

These figures 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 Office (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
identification of the applicant, the
representation of the sign, and the

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

list of products or services.

-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 define
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.

2

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 conflicts 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 specific contractual conditions and define
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 conflicting registra-
tions, and damages where appropriate.

2. NEW CREATIONS
2.1. Patents and Utility Models
2.1.1. Definition 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
specific 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 field; and be
industrially applicable, meaning they can be pro-
duced or used in any type of industry.

Utility models protect new shapes, configura-
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 filing 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 filed from abroad, a Spanish
translation.

Once filed, the CPTO verifies 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 file 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 office 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 final 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 office 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 filed 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 official actions (extendable available.
by 15 days)

O
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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 define entry into specific 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, scientific
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. Definition 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 filing 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 identification of
the owner and designers, and a graphical rep-
resentation of the design. For two-dimensional
designs, a complete view is usually sufficient;
for three-dimensional designs, as many views
as necessary must be provided; for animated
designs, sequential images must be included.
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Once filed, the CPTO verifies formal requirements and orders publication.

From publication, third parties may file 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 filed 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 -

e 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
!‘ b’
NOVELTY EXAMINATION DECISION

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 filing before the CPTO.

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. Definition 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 confidential 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 confi-
dentiality and has informed all people within and
outside the organization—who must access the
information of its confidential 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 confidentiality
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. Definition and Scope

Plant breeders’ rights are granted to the natural
or legal person who has developed and finalized
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 Certificate and is subject
to payment of annual maintenance fees.

4.2. Procedure for Protection

An application must be filed before the Seed
Division of the Colombian Agricultural Institute
(ICA), together with a technical questionnaire;
proof of payment of filing, publication and techni-
cal examination fees; the generic denomination
under which the variety will be identified; 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 filing.
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For countries outside the Andean Community: Short-cycle species must not have been commercial-
ized more than 4 years before filing; long-cycle species, not more than 6 years before filing.

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
office 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

EXTENSION

(WIPO). 2) Direct coun-
try-by-country  registra-
tions.

(e.g., EUIPO).

Invention patent/ | Paris Convention (prior- 12 months (patents). If the strategy is to protect in sev-
um ity) + possibility of PCT eral countries, the PCT serves to
for extending the dead- gain time (up to 30 or 31 months,
line for entry into member depending on the country) be-
countries. fore entering national phases
and offers a reduction in fees.
Colombia is a strategic first-fil-
ing country due to the amount of
its filing fees compared to other
countries.

Industrial design | Paris Convention (priori- | 6 months (designs). In designs, time runs very fast; if
ty) to subsequently file in the strategy is to protect in oth-
other countries. er countries, it must be decided

quickly to avoid losing priority.
Trademarks 1) Madrid System | 3) Regional registrations | 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.

(breeder's right)

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

Trade secret Its value depends on | N/A Take all necessary measures so
keeping it secret that the information is kept se-

cret anywhere in the world
Plant varieties | The priority claim for plant | 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-
€0 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
(reflecting 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 five moral rights are:

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

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

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

4. Modification: 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
plus 80 years; 70 years for
legal entities.

Waivable and subject to
seizure.

Transferable

Temporary

Features

The five 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 modifi-
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
Performers o
(moral and economic rights).
Phonogram Reproduction, distribution and public communication of phonograms
producers (economic rights).
Broad_c as_t ing Retransmission, fixation and reproduction of broadcasts (economic rights).
organizations

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 Office (CCOQO), virtually (CCQO’s
web portal: www.derechodeautor.gov.co) or in
person, providing (i) application form, (i) 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.
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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
Verification 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 confidentiality 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
MANAGED

HOWIS IT
OBTAINED?

TYPICAL
DURATION

KEY POINTS

Products or ser- | CPTO Application + for-| 10 years from | Exclusive right of
vices in the mar- mal and substan- | grant (indefinitely | 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 (indefinitely | principal  trade-
T, complements a tive examination | renewable) mark. Its protec-
rade slogan . L
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

Indefinite as long
as effective use is

The right is ac-
quired by use, not

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

tained to keep it
secret

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 fil- | 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
, , ance (shape, con- cused on novelty | (according to the | product/UX. Avoid
Industrial design | _. ; . . )
figuration, orna- of appearance) applicable re- | the design being
mentation) gime) "only functional".
Confidential  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,
Trade secret

protection is lost.
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AUTHORITY /
WHERE IT IS
MANAGED

TYPICAL
DURATION

WHAT DOES IT
PROTECT?

HOWIS IT

OBTAINED? KEY POINTS

ASSET / FIGURE

Literary, artistic, | CCO Application + ver- | Natural  person: | Legal entities: 70
scientific  works, ification of formal | life of the author + | years from publi-
software, photo- requirements 80 years. cation. Does not
graphs, among require registra-
Copyright others tion for protec-
tion, registration
is declarative.
Grants moral and
economic rights.
Performances and | CCO Application + ver- | Natural  person: | Protect perfor-
executions; phono- ification of formal | life + 80 years. | mances, execu-
grams; broadcasts requirements Legal entities: 70 | tions and pro-
Related rights by .brogdcasting years from first du_ct_ions, 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- | Indefinite 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- | Indefinida mien- | Derecho colecti-
caracteristicas se en formal y de |trassemantengan | vo, titular es el Es-
deben a factores fondo las  condiciones | tado (SIC puede
L geograficos y hu- de la declaracion | delegar adminis-
Denominaciones - 2
. manos de proteccion tracion). La au-
de origen o
torizacion de uso
tiene vigencia de
10 afnos, renov-
ables.
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5.4.2. Requirements for Registrability / Protection

KEY REQUIREMENTS

TYPICAL GROUNDS FOR
REJECTION / RISK

EVIDENCE / BEST PRACTICES

Trademark

Distinctiveness and suscep-
tibility of graphic representa-
tion.

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 filing
strategy; robust drafting (examples).

Utility model

Novelty + technical/function-
al advantage (lower thresh-
old).

Prior disclosure; lack of
technical advantage; high
obviousness.

Document improvement; prototypes/
trials; filing before commercialization.

Industrial design

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

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; "confidential' marking; logs;
training.

Copyright

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

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 fixation 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 first
filing an application for plant breeder's
rights.
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5.5. “Clearance” or Due Diligence in the Cre- 1. Inventory of all the material to be used.
ative Process 2. ldentification of authors and right holders.
3. Verification of validity of protection (public

It is the process of verifying and obtaining the domain or exceptions).

necessary authorizations to use protected mate- 4. Determination of the necessary rights ac-
rial in a new creation. It is common in audiovisu- cording to the intended use.

al and musical production, advertising and mar- 5. Negotiation of licenses (territory, term,
keting, software and video game development, media, compensation).

and editorial publications, among others. 6. Formalization of contracts in writing.

7. Creation of a file 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 MINIMUM DOES IT REQUIRE TAX IMPLICATION

FOR?

CLAUSES

REGISTRATION?

Assignment Transfer ownership | Identification of the | Register for enforce- | Tax amortization of
right; price; warran- | ability acquired intangibles
ties

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 | Identification 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 expan- | Trademark license | There is no single reg- | Withholding/deduct-

sion + know-how + stan- | istration; depends on | ibility/TP;  separate
dards underlying licenses | components

Joint venture/ | Co-development and | Contributions (incl. IP), | Document contribu- | TP and tax treatment

collaboration exploitation ownership of results, | tions/assignments/ | depends on structure
cross-licenses, exit licenses

NDA / Maintain trade se- | Definition, measures, No Supports  intangible
confidentiality cret/know-how term, penalties value and reason-
ableness of payments
Movable Financial collateral Identification of the | Yes, for publicity of | Impacts  valuation
guarantees/liens asset; obligation; ex- | the guarantee and  and flows
onIP ecution priority against cred-
itors
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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.

Confirm 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 identified.

Conduct a prior background search before
filing 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: define the filing
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 filing”
general policy.

D. Trade secret:

Create or update: NDAs, confidentiality
clauses in employment and suppliers.
Segment accesses: repositories, drive,
CRM, code, technical documentation.
Basic manual: information classification,
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, confidenti-
ality, non-compete (if applicable), termina-
tion, governing law.

Define if it is convenient to register/record
certain acts for enforceability against third
parties (depending on the figure).

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 specific territory to determine whether
manufacture, use or commercialization could in-
fringe existing rights.
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This analysis allows identification, 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 identification 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 filing 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
confidentiality agreements, including rea-
sonable audits, supplier traceability, and
verification of sublicenses, to avoid devia-
tions from the authorized scope and leaks
of sensitive information.

8.2. Recommendations

For enforcement to be efficient, it is recommend-
ed to:

1. Define 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, URLSs,
dates, and any element that proves use
or commercialization. Early evidence can
be decisive for precautionary measures.

5. Align contracts with enforcement: Ii-
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 confidentiality 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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Introduction

This section provides an exe-
cutive overview of the main re-
gulatory areas that an investor
or company should consider
when structuring and opera-

ting a business in Colombia,
including tax, customs, fo-
reign trade, foreign exchange
and accounting matters.

GLOSSARY

1.

Tax: mandatory levy imposed by the State
as a consequence of the occurrence of
a taxable event provided by law, without
any direct consideration.

Public fee: payment made by the taxpay-
er as consideration for a specific service
provided by the State.

Special contribution: tax levied on those
who receive a particular benefit derived
from a public work or State activity.

Tax base: value on which the tax rate is
applied.

Tax Rate: percentage or value applicable
to the tax base to calculate the tax.
Withholding tax: advance collection
mechanism whereby the person making
a payment withholds and pays a percent-
age of the tax borne by the income ben-
eficiary.

Exempt transaction (VAT 0%): transac-
tion taxed at a zero rate that preserves
the right to credit or request a refund of
the VAT paid on associated purchases.
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8. Excluded transaction (VAT): transac-
tion that is not subject to VAT and that,
in general, does not allow the crediting of
the tax paid on associated costs and ex-
penses.

9. Double Taxation Treaty (DTT): interna-
tional treaty that allocates taxing powers
between two States to avoid double tax-
ation.

10. Permanent Establishment (PE): fixed
place of business through which a foreign
enterprise carries out all or part of its ac-
tivity in a country.

11. Significant Economic Presence (SEP):
criterion that allows taxing foreign enter-
prises that generate relevant income in a
country without physical presence.

12.Tax reconciliation: process through
which the differences between account-
ing profit and taxable income are identi-
fied and documented in order to correctly
determine the tax base.

13. Trade Agreement: the bilateral, plurilat-
eral or multilateral understanding between
States, which may be for international co-
operation or international integration.

14. Customs Administration: the Nation-
al Tax and Customs Directorate (DIAN),
competent for control, inspection and col-
lection in customs matters.

15. Supplier Certificate — CP: the document
issued by an international trading com-
pany, authorized by the Ministry of Com-
merce, Industry and Tourism, which certi-
fies the acquisition of Colombian products
intended for export.

16. Customs duties: duties established in
the customs tariff, generally levied upon
the importation of goods into the national
customs territory, and upon exportation
only where applicable.

17. Declarant: the person who signs and files
a customs declaration in their own name
or on behalf of third parties. The declarant
must carry out the procedures inherent to
customs clearance.

18. Export: the departure of goods from
the national customs territory to another
country, as well as the departure of goods
to a free trade zone and to a bonded
warehouse.

19.Import: the introduction of goods of for-
eign origin into the national customs terri-
tory, as well as the introduction of goods
from a Free Trade Zone, or from a bond-
ed warehouse, into the rest of the nation-
al customs territory.

20.Customs release: an administrative act
of the customs authority that allows inter-
ested parties to dispose of the imported
goods.

21.Foreign exchange market: the set of
foreign exchange transactions that must
be channeled through a foreign exchange
market intermediary or through a regis-
tered compensation account.

22.Goods: all assets capable of being clas-
sified under the tariff nomenclature and
subject to customs control.

23. Nationalization of goods: compliance
with the necessary procedures to subject
goods to the corresponding import regime
and allow their free disposal.

24. Internationalization Plan: a document
indicating the foreign trade promotion
strategies that operators of permanent
free trade zones or industrial users of
special permanent free trade zones in-
tend to develop.

25. Electronic Information Services — SIE:
those made available by DIAN for carry-
ing out customs procedures, operations,



2020 Legal Guide

processes and proceedings, supported
by the software and hardware intended
for such purpose.

26. National Customs Territory (Territorio
Aduanero Nacional — TAN): territorial
scope of application of Colombian cus-
toms legislation.

27.Customs taxes and duties: customs
duties and other taxes or surcharges col-
lected in connection with importation.

28.Colombian Tax Code (CTC or TC): the
body of rules that compiles and regulates
the main provisions on national taxes in
Colombia, including their determination,
filing, payment, inspection, penalties, col-
lection, refunds and tax procedure.

1. ACCOUNTING REGIME: IFRS AND TAX
ACCOUNTING

1.1. General IFRS framework in Colombia
and mandatory application by groups

Colombia formally adopted international finan-
cial reporting standards through Law 1314 of
2009, aligning its accounting system with the
International Financial Reporting Standards
(IFRS), issued by the International Accounting
Standards Board (IASB). As a result, the finan-
cial statements of Colombian companies are
prepared under technical frameworks fully har-
monized with global standards.

Current regulations (Decree 2420 of 2015 and
its amendments) establish different accounting
frameworks depending on the size and com-
plexity of the company:

Group 1 - Full IFRS

Includes public interest entities and others that,
due to their size, nature or responsibility towards
third parties, require a more rigorous technical
framework. They apply the full IFRS incorporat-
ed in Annex 1 of Decree 2420 of 2015.

Group 2 - IFRS for SMEs

Includes entities that do not belong to Group 1
and do not qualify as Group 3. They apply the
IFRS for SMEs incorporated in Annex 2 of De-
cree 2420 of 2015.

Group 3 — Simplified accounting for micro-
enterprises

Comprised of individuals and legal entities re-
quired to keep accounting records, those who,
without being required to keep them, intend to
use them as evidence, and those that qualify
as microenterprises according to the criteria es-
tablished in Decree 1074 of 2015; provided that
they meet all the requirements established in the
regulation. They apply the simplified framework
provided in Decree 2420 of 2015.

1.2. Tax reconciliation and IFRS vs. tax differ-
ences (temporary/permanent)

In Colombia, the income tax base is generally de-
termined based on accounting information pre-
pared under Colombian Accounting and Financial
Reporting Standards (NCIF), unless a specific tax
rule provides otherwise. This model, known as the
principle of formal linkage between accounting
and tax rules, entails the coexistence of account-
ing and tax rules that may generate differences in
the determination of the result.
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Formal Connection Principle in Colombia
Since 2017

Income tax relies on the NCIF when the tax rule
expressly refers to them or does not regulate the issue.

COLOMBIAN
ACCOUNTING

STANDARDS (NCIF)

Accounting and
Financial Reporting

7 %
&. Y4
FORMAL
CONNECTION
Obligation to apply NCIF and
related regulations.

TAX
STANDARDS

Tax Code and
Implementing
Regulations

Standards l
« Full IFRS.
* |IFRS for Small 1
and Medium Express
Ehterp_ﬂSGS- reference: the
- Simplified tax rule expressly
Framework.

indicates that
NCIF should be
applied.

!
2

Tax silence:
the issue is not
regulated for tax

purposes, so

NCIF are used
as the reference.

. & —

Mandatory application of NCIF as an accounting and tax criterion.

These differences are classified as temporary
and permanent. Temporary differences arise
when there is a divergence between the ac-
counting value and the tax value of assets or
liabilities that will reverse in future periods. For
example, they may arise from differences in de-
preciation methods, non-deductible accounting
provisions or recognition of income under differ-

ent criteria. These differences generate deferred
tax and mainly affect the timing of tax payment.

Permanent differences, on the other hand, cor-
respond to items that will have no tax effect in
any period. This is the case of non-deductible
expenses or non-taxable income, which defini-
tively impact the taxpayer’s tax burden.
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Determination of Net Taxable Income
Formal Connection Principle

FINANCIAL
ACCOUNTING (NCIF)

TAX RULE (Tax Code, decrees,
and administrative doctrine).

Economlc reality

ACCOUNTING RESULT If the tax rule Remains silent
accountlng profit) refers to NCIF -NCIF are applled-

!

TAX RECONCILIATION:
Accounting adjustments - tax adjustments

TEMPORARY PERMANENT
DIFFERENCES DIFFERENCES

(they reverse in the future) (No se revierten)

They generate (they do not

deferred tax

. Accounting useful life vs.

Tax useful life

. Provisions that are not

yet deductible

. Accrued income not yet

realized

reverse)

. Non-deductible fines

and penalties

. Expenses lacking

causality / necessity /
proportionality

. Non-deductible

portion of the financial
transactions tax (GMF)

. Equity-method

recognition / deferred
tax recognition.

FINAL RESULT = NET TAXABLE INCOME
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Based on these differences, a tax reconciliation must be prepared, showing the differences between
a company’s accounting and tax data in order to determine the tax base for income tax.

This is a simple example of tax reconciliation

ACCOUNTING PROFIT (IFRS)

INCOME
(-) ACCOUNTING EXPENSES 5.000.000
ACCOUNTING PROFIT (4.000.000)
1.000.000
TAX ADJUSTMENTS
(+) TAX PENALTY (NON-DEDUCTIBLE) 50.000
(+) DIFFERENCE IN TAX DEPRECIATION 20.000
(-) NON-TAXABLE INCOME (10.000)
TOTAL NET ADJUSTMENTS 60.000
TAXABLE INCOME

ACCOUNTING PROFIT 1.000.000

(+/-) TAX ADJUSTMENTS 60.000
TAX BASE FOR TAX PURPOSES 1.060.000

Although the tax is calculated taking accounting into account,
certain items must be increased or reduced considering special
tax rules.

BEST PRACTICES IN ACCOUNTING MANAGEMENT,
REPORT SUBMISSION AND TAX CLOSINGS

It is advisable for the company to implement, from the outset, account-
ing policies aligned with the applicable IFRS framework, duly docu-
mented and consistent with the economic reality of its operations. Like-
wise, it is advisable to establish periodic accounting closing processes,
preferably monthly, to validate the quality of the financial information
and timely make the required adjustments.
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2. TAXATION IN COLOMBIA: MAIN TAXES

Colombia has a national and territorial tax sys-
tem, which includes taxes, fees and special con-
tributions. The main taxes applicable to invest-
ment and business operations in the country are
presented below.

MAIN NATIONAL TAXES AND OBLIGATIONS

2.1. Corporate income tax and complementa-
ry taxes (companies / permanent establish-
ments (PE) / branches of foreign companies)

Corporate income tax is the main tax levied on
business profits in Colombia. It is an annual and
direct tax whose taxable event is the receipt of
income that increases the taxpayer’s net worth
during the relevant fiscal year.

TYPE OF ENTITY INCOME SUBJECT

TO TAX

From the perspective of foreign investment, the
most common structures for operating in Colom-
bia are the incorporation of a local company, the
opening of a branch or the performance of activ-
ities that give rise to a permanent establishment.
Companies incorporated in Colombia are sub-
ject to income tax on their worldwide-source in-
come, while foreign entities are taxed on their
Colombian-source income. However, when a
foreign entity has a permanent establishment in
Colombia, it must be taxed on the income at-
tributable to such establishment. Additionally,
since 2023, the Significant Economic Presence
regime applies to certain income obtained from
abroad.

The following table summarizes the general

scope of taxation depending on the vehicle used:

GENERAL RATE OBLIGATION TO FILE

AN INCOME TAX RE-

TURN IN COLOMBIA

Colombian company Worldwide income 35% Yes
Branch of a foreign com- | Income attributable to the | 35% Yes
pany branch.
Permanent establishment | Income attributable to | 35% Yes
the permanent establish-
ment.
Non-resident (individual | Only  colombian-source | Through withholding tax | Generally no', except in

or legal entity) without PE

income

cases such as the sale of
shares owned directly or
indirectly in Colombia

Non-resident (individ-
ual or legal entity) with
Significant Economic
Presence

Income obtained from the
sale of goods or the pro-
vision of services from
abroad to Colombia is
taxed

3% annually on gross in-
come, or withholding tax

Voluntarily, a return at 3%
on the gross revenue with
bimonthly payments of
2%.

" Tax Code, article 5692 (2).
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A company is considered tax domiciled in Co-
lombia when it is incorporated under Colombian
law, has its main domicile in the country, or when
its place of effective management is located in
Colombia. A permanent establishment, in turn,
is configured when a foreign entity carries out
activities in the country through a fixed place of
business or through an agent with authority to
conclude contracts.

How is the tax calculated?
The tax is calculated on net taxable income, de-

termined as the difference between tax income
and deductible costs and expenses. For these

REGIME / SECTOR

Legal entities (general regime)

RATE

to be accepted for tax purposes, they must meet
the criteria of causality, necessity and proportion-
ality, be duly supported and comply with formal
requirements, including electronic invoicing and
authorized means of payment. Deductibility may
be limited by special rules such as withholding
tax on payments abroad, transfer pricing or thin
capitalization.

The general rate applicable to domestic compa-
nies, branches, and permanent establishments
required to file a return is 35%. However, there
are certain special rates for specific economic
sectors. In summary:

DESCRIPTION
General income tax rate

Free trade zone

Preferential rate for free trade zone us-
ers (subject to requirements). Generally
associated with income derived from ex-
ports.

State industrial and commercial
companies and mixed-economy
companies

Differential rate.

Financial sector

35% + 5% surcharge

An additional 5% applies to financial in-
stitutions that meet certain conditions?.

Hydrocarbons and extractive sector

35% + surcharge of
5%, 10% or 15%

The surcharge is added according to
specific thresholds and conditions?®.

Hydroelectric sector

35% + 3% surcharge

The surcharge is added according to
specific thresholds and conditions®.

Hotel sector

9%, 15% or exempt
income

Benefit: exempt income or rates of 9% or
15% depending on the regime applicable
at the relevant time. Projects currently
established may apply the 15% rate or
the general rate.

Significant economic presence

3% on gross income

This is a special regime. It also provides
for prepayments of 2% of bimonthly
gross income?®.

2 Tax Code, section 240 (paragraph2).
3 Tax Code, section 240 (paragraph 3).
4 Tax Code, section 240 (paragraph 4).
5 Tax Code, section 20-3.
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Minimum Taxation Rate (TMT) or Adjusted
Tax Rate (TTD):

Colombia establishes a minimum level of effec-
tive taxation for certain legal entities, so that,
after applying benefits, tax credits and exempt
income, the tax burden is not lower than 15% on
an adjusted base of financial profit.

Transfer pricing

Transactions with foreign related parties must
be carried out at market values in accordance
with transfer pricing rules, which entail docu-
mentation obligations and potential adjustments
by the tax administration.

Business collaboration contracts regime

Business collaboration contracts (such as silent
partnership agreements, joint ventures, consor-
tia or temporary unions) are not income taxpay-

Non-resident individuals or
entities not domiciled in the >
country that are considered
to have SEP in Colombia will
be subject to income tax on
income from the sale of
goods and/or the provision
of services to clients and/
or users located in the L
national territory.

The regime is mainly aimed at digital services
(such as streaming, advertising or data process-
ing) and the sale of goods from abroad through
digital platforms.

systematic interactions are
maintained with clients and/or—
users located in the national

ers; each participant is taxed on its proportion of
income and expenses.

What is the Significant Economic Presence
(SEP) Regime?

The SEP regime allows taxation of non-residents
without a permanent establishment that, even
without physical presence, obtain income from
the Colombian market through the provision of
services or the sale of goods from abroad.

It is configured when certain income thresholds
or interaction with users in Colombia are exceed-
ed. In these cases, income is subject to taxation
through withholding tax or, alternatively, through
voluntary registration to be taxed at 3% on gross
income, with bimonthly prepayments of 2%.

It is key to verify the existence of double taxation
treaties (DTT), since these prevail over the SEP
regime.

1. Interaction with more
than 300,000 clients.
2. Possibility of displaying
prices in Colombian
pesos.

When deliberate and

territory.

The gross income to
be considered will be
that obtained during the
previous taxable year
or during the current
taxable year.

When gross income of
31,300 UVT is obtained
(COP 1,639,306,200 or
USD 404,478 approx.).

2.2. Complementary tax on occasional gains

In addition to ordinary income tax, this tax is lev-
ied on certain extraordinary income, such as do-
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nations, inheritances and gains from the sale of
fixed assets held for more than two years. The
general applicable rate is 15%, and its determi-
nation is made independently from ordinary in-
come, that is, the result between the sale price
and the tax cost of that asset®. It also taxes lot-
tery prizes at a 20% rate.

2.3. Tax on dividends

The taxation of dividends in Colombia depends
on whether the distributed profits were already
subject to income tax at the corporate level. This
distinction determines the tax treatment at the
shareholder level.

Companies in Colombia are taxed on their tax-
able profits; however, due to benefits, tax cred-
its, exempt income or differences between ac-
counting profit and net taxable income, not all
accounting profits have been taxed. Therefore,
the legislation requires a distinction between
“taxed” and “untaxed” profits.

When dividends are distributed to non-residents,
withholding tax is triggered in Colombia. If the

TYPE OF HAS THE PROFIT
ALREADY PAID

SHAREHOLDER

profit was already taxed at the corporate lev-
el, the applicable withholding tax is, in general,
20%, constituting final tax, without prejudice to
the provisions of double taxation treaties (DTT).
If the profit was not taxed, a 35% withholding
tax is first applied (corporate level) and, on the
remainder, an additional 20% withholding tax
applies, which may vary depending on the DTT.
The rates differ when the beneficiary is a tax res-
ident in Colombia: individuals are subject to pro-
gressive rates (0%—15%), while resident com-
panies generally apply a 10% rate.

There are special regimes that may modify this
treatment (such as Colombian Holding Compa-
nies, business groups or the SIMPLE regime),
so each case requires specific analysis, espe-
cially in multi-level structures.

The application of DTT may limit the applicable
rates, depending on the level of participation
and the nature of the shareholder.

Below is a general summary of dividend taxa-
tion:

APPLICABLE KEY
TAXATION COMMENTS

CORPORATE TAX?

in Colombia

or a 15% marginal rate if
the value of the dividend ex-
ceeds the threshold.

Non-resident indi- Yes 20% withholding tax Final tax in Colombia
vidual and foreign
company
, . No 35% (corporate level) + 20% | Corporate taxation is en-
Non-resident indi- . .
vidual and foreign on the difference betwe_e_n sured first _and then_ the
company the recapture and the divi- share_holder is taxed. Higher
dend. effective burden.
Yes 0% if the value of the divi-  Integrated into personal in-
dend is equal to or less than  come tax. Progressive rate.
Individual resident COP 57,088,000 for 2026;

6 Tax Code, articles 300 et seq.
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APPLICABLE KEY
TAXATION

COMMENTS

35% (corporate level) + pro-
gressive rate (0%—15%) on
the difference between the
recapture and the dividend.

Taxed first at the corporate
level and then integrated
into personal tax.

10%

The tax may be passed
through to the ultimate ben-
eficiary, or may not apply in
certain business group sce-
narios.

TYPE OF HAS THE PROFIT
SHAREHOLDER ALREADY PAID
CORPORATE TAX?
No
Individual resident
in Colombia
Yes
Company resident
in Colombia
No
Company resident
in Colombia

35% (corporate level) + 10%
on the difference between
the recapture and the divi-
dend.

If dividends are subsequent-
ly redistributed, the rules will
apply depending on the final
beneficiary.

2.4. Withholding tax on payments abroad

Withholding tax is the main mechanism for col-
lecting income tax on payments abroad. It con-
sists of the payer withholding part of the amount
and transferring it directly to tax administration.
Unlike domestic transactions, where withholding
tax generally operates as a prepayment, with-
holding tax on outbound payments generally
constitutes the final income tax liability for the

non-resident recipient, provided the payment
qualifies as Colombian-source income.

This mechanism is especially relevant in
cross-border transactions such as services, in-
terest, royalties, and dividends. In certain cas-
es, such as the sale of assets in Colombia, the
foreign investor must also register and file the
corresponding tax return.

The withholding rate depends on the nature of the payment, as summarized below:

DETAIL

Consulting, technical services and technical
assistance services.

RATE LEGAL REFERENCE

Second paragraph of article 408
o
20% of the Tax Code

Interest, commissions, fees, royalties, leases,
compensation for personal services.

First paragraph of article 408
o
20% of the Tax Code

Interest on loans with a term 15% Third paragraph of article 408 o
exceeding one year. © f the Tax Code
Interest on loans exceeding 8 years for the 59, Fifth paragraph of article 408
o

financing of infrastructure projects (PPP).

of the Tax Code
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DETAIL RATE LEGAL REFERENCE
Exploitation of any kind of industrial property
or know-how, provision of services, benefits First paragraph of article 408
or royalties derived from literary, artistic, 20% paragrap
. L of the Tax Code
and scientific property, exploitation of
cinematographic films.
Lease payments for vessels, helicopters and/
or aircraft, and their parts, made directly 19 Fourth paragraph of article 408
or through leasing companies to foreign © of the Tax Code
companies not domiciled in Colombia.
P_ayments or crefjlts to account for ceded o Sixth paragraph of article 408
reinsurance premiums made to persons not 1%
. L - of the Tax Code
resident or not domiciled in the country.
N First paragraph of article 408
o
Use or exploitation of software 20% of the Tax Code
International air or maritime transport services. 5% Article 414-1 of the Tax Code
Administrative or management expenses for
royalties and exploitation or acquisition of any 33% Seventh paragraph of article 408
kind of intangibles.
Payments under the significant economic 10% Eighth paragraph of article 408
presence regime. ° of the Tax Code
Payments abroad made to residents or
domiciled persons in non-cooperative
jurisdictions or jurisdictions with low or no 339 Paragraph of article 408
taxation, which have been classified as such e of the Tax Code
by the Colombian Government, or to entities
subject to a preferential tax regime.
Payments made to foreign professors. 7% Article 409 of the Tax Code
Payments made.under turnlfey contracts and 1% Article 412 of the Tax Code
other material construction contracts.
Payments for the lease of machinery. 2% Article 414 of the Tax Code
Payments for services to foreign artists. 8% Article 5 of Law 1493 of 2011
Payment of dividends to individuals or legal
entities not resident in Colombia, on dividends 20% Article 245 of the Tax Code
subject to income tax in Colombia.
The 35% rate will be applied on the
Payment of dividends to individuals or legal g&?;}ig&?&bggﬁ?ﬁgLéei\ﬂtc:}gn%n tg%
entities not resident in Colombia, on dividends 35% P

not subject to income tax in Colombia.

and the withholding tax applied at 35%,
a new 20% withholding tax will apply.
Article 245 of the Tax Code
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DETAIL RATE LEGAL REFERENCE
Other pyrents Shoadased 1 OGS U 15, i 151 e Tox o
Payments for ocoaslonal gains sich as the sele| o, Aricle 415 of the Tax Code
FENNENES BIFEE R ERREE G s St dEUD e 10% Articles 20-3 and 410 of the Tax Code
significant economic presence regime.

IMPORTANT

type of income.

2.4.1. Services

Income from services is considered Colombi-
an-source income when the services are ren-
dered in Colombia. Consequently, if a foreign
entity provides services in the country, the in-
come will be subject to 20% withholding tax.

By contrast, when the service is performed en-
tirely abroad, without physical presence or ac-
tivity in Colombia, the income is not considered
Colombian-source income and is not subject to
taxation. However, technical services, technical
assistance and consulting services are consid-

7 Tax Code, article 20-1.
8 Tax Code, article 123.

If the transaction involves a country with which Colombia has double
taxation treaties, the withholding tax rate may vary depending on the

In some countries, this withholding tax can be used as a tax credit or
deduction to avoid double taxation. However, it is also necessary to
consider whether other mechanisms exist in the treaties signed by Co-
lombia to avoid double taxation.

ered taxed even when provided from abroad,
with a 20% withholding tax, unless a DTT ap-
plies.

If the provision of the service involves habitu-
al presence, offices, employees or agents with
contractual authority in Colombia, a permanent
establishment may be configured, shifting taxa-
tion to the ordinary regime’.

In cases involving the importation of technolo-
gy, the contract must be registered with DIAN
within the legal deadlines for the payment to be
deductible (6 months)?2.
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2.4.2. Interest

Interest derived from loans linked to activities
carried out in Colombia is considered Colom-
bian-source income. The general withholding
rate is 20%, with reduced rates of 15% for loans
exceeding one year and 5% for long-term infra-
structure financing, without prejudice to the pro-
visions of DTTs.

In intragroup transactions, in addition to with-
holding tax, thin capitalization and transfer pric-
ing rules must be considered, as they may limit
the deductibility of interest.

2.4.3. Royalties for intellectual property

Royalties have a particularly relevant treatment
in investment structures involving technology,
intellectual property or the exploitation of intan-
gibles. Royalties arising from the exploitation of
intangible assets within Colombian territory or
from abroad are considered Colombian-source
income®. This includes payments for the use or
concession of use of trademarks, patents, soft-
ware, know-how, copyrights and other intangible
assets when their economic exploitation occurs
in Colombia.

The general rate applicable to royalties paid
abroad is 20%, unless a double taxation treaty
establishes a lower rate'°.

2.4.4. Special deductibility rules

In the case of payments abroad, the deductibil-
ity of such payments in Colombia is subject to
certain requirements. For example, complying

9 Tax Code, article 24, numeral 7.

0 Tax Code, article 408.

" Tax Code, article 260-1.

2 Tax Code, article 468.

8 Tax Code, articles 468-1, 468-3, 477, 478, 424 y 476.

with the transfer pricing regime', respecting the
thin capitalization limit, having applied withhold-
ing tax where required, or applying the statutory
deductibility limitation where withholding is not
applicable, supporting the payment through a
supporting document for transactions carried
out with persons not required to issue invoices,
and registering the contract with DIAN in cases
of technology importation.

2.5. VAT

Value Added Tax or VAT is an indirect national
tax levied on the consumption of goods and ser-
vices in Colombia. The taxable event includes
the sale of goods, the provision of services in
Colombia, the importation of goods and, in cer-
tain cases, the exploitation of intangibles. In the
case of services, the general rule is that they are
deemed to be rendered in Colombia when they
are performed in the country; however, certain
services rendered from abroad are also taxed
when the user or beneficiary is located in Co-
lombia, even without the physical presence of
the provider.

The general VAT rate is 19%'. However, the
Colombian system provides for differential rates
of 5% for certain specific goods and services, as
well as transactions taxed at a 0% rate, known
as exempt transactions'. Likewise, there are
excluded goods and services, which are not
subject to the tax. This distinction is relevant be-
cause the treatment of VAT incurred in the acqui-
sition of goods and services varies depending
on whether the transactions are taxed, exempt
or excluded.
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The tax operates under a creditable VAT sys-
tem, under which the taxpayer may subtract the
VAT paid on its purchases from the VAT generat-
ed on its sales. When excluded transactions are
carried out, the VAT paid is not creditable and
becomes a cost or expense; in exempt transac-
tions, a refund is available.

In imports, VAT is triggered upon customs clear-
ance/nationalization and is calculated on the
customs value, plus customs duties and other
items that form part of the VAT base. Payment
is a requirement for the customs release of the
goods and, if the importer carries out taxed ac-
tivities, it may be treated as creditable VAT. Ex-
ports of goods, in turn, are taxed at the 0% rate,
which does not generate tax payable, but does
allow requesting a refund of the VAT paid on as-
sociated acquisitions.

In services, the treatment depends on the place
of use: when they are rendered from Colombia
and used exclusively abroad, they may be con-
sidered exempt subject to certain requirements.
In construction contracts, VAT is determined on
the contractor’s profit and not on the total value
of the contract, which entails special rules re-
gerding the tax base and creditable VAT.

* Tax Code, article 292-3 et seq.
5 Decree 0173 of February 24, 2026.

2.6. Wealth Tax

Wealth tax is triggered on the possession of
net taxable wealth exceeding 72,000 Tax Value
Units (UVT) (approximately COP 3,770,928,000
or USD 930,429 in 2026) as of January 1 of
each year.

This tax applies to:

* Resident individuals and illiquid estates of
residents, with respect to their assets held
worldwide (global wealth).

*  Non-resident individuals and illiquid es-
tates of non-residents, with respect to their
assets held in Colombia.

+ Certain foreign entities that hold assets in
Colombia other than certain types of in-
vestments, such as shares, accounts re-
ceivable or portfolio investments duly reg-
istered with the Central Bank of Colombia.

Progressive rates apply, which vary according to
the value of the taxpayer’s net taxable wealth,
and range between 0.5% and 1.5%'.

In February 2026, the Government again decreed another state of ex-
ception, and subjected legal entities with net taxable wealth of 200,000
UVT (COP 10,474,800,000 or USD 2,786,000) as of March 1, 2026, to
wealth tax, at rates of 0.5% and 1.6%. Assets represented in shares
are excluded from the tax base'™.

Lastly, in March 2026, the Government also subjected permanent es-
tablishments of foreign legal entities to wealth tax as of March 31 under
the same conditions applicable to legal entities’®.

Currently, the Constitutional Court suspended the second installment of the
wealth tax for nonprofit entities and companies undergoing liquidation™”.

6 Decree 0240 of March 12, 2026.
7 Constitutional Court, Press Release 18. Order A-533/26.
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2.7. Other national taxes
2.7.1. Financial Transactions Tax (GMF)

This is a national tax collected through withhold-
ing tax by financial institutions and consists of
a 0.4% withholding on the disposal of funds in
bank accounts and checking accounts in Co-
lombia'®. This tax is collected by the bank, and
50% of the tax paid is deductible for income tax
purposes’®.

Territorial Taxes
2.8. Relevant territorial taxes

Companies in Colombia must consider munici-
pal and departmental taxes, the main one being
the Industry and Commerce Tax (ICA).

2.8.1. Industry and Commerce Tax

It taxes gross income from industrial, commer-
cial or service activities carried out in each mu-
nicipality.

The tax is triggered in the municipality where the
activity is deemed to be carried out, even with-
out a physical establishment, unlike income tax,
which taxes profit.

The tax base consists of the gross income ob-
tained in the respective municipality from the
performance of the taxed activity®. In principle,
there is no distinction between operating and
non-operating income when such income de-
rives from the industrial, commercial or service
activity carried out in the jurisdiction.

'8 Tax Code, article 871.

9 Tax Code, article 115.

20 | ey 14 de 1983, articulo 33.
21 | ey 44 de 1990.

In most municipalities, ICA is filed and paid an-
nually. However, in cities such as Bogota and in
other municipalities with a higher level of collec-
tion, the return may be bimonthly.

2.8.2. Territoriality risks

One of the main challenges of ICA is correctly
determining in which municipality the economic
activity is deemed to be carried out. This analy-
sis is especially relevant in:

»  Provision of services from one city to cli-
ents located in another.

+ Digital or remote activities.

» Infrastructure or construction projects in
different municipalities.

» Logistics operations with distribution cen-
ters and delivery points in several jurisdic-
tions.

In these cases, income may be distributed
among municipalities. An incorrect determina-
tion may generate double taxation or contingen-
cies due to omission of obligations.

2.8.3. Other relevant territorial taxes

Depending on the type of transaction and the eco-
nomic sector, other taxes administered by territori-
al entities may apply.

i. Unified Property Tax

Property tax levies the ownership or possession
of real estate located in each municipality?'. Its
rate and assessment system depend on the ca-
dastral appraisal and local rules.
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ii. Billboard and Signboard Tax and surcharges
It supplements ICA and taxes outdoor advertis-
ing at a rate of 15% on ICA. Additional surcharg-
es may exist (firefighters, environmental, among
others).

iii. Registration Tax

Registration tax is a tax and is triggered upon
the registration of documents before a Chamber
of Commerce or a Public Instruments Registry
Office?2. This tax applies to acts, agreements
or contracts that have a determined value and
must be registered before the aforementioned
entities. The rates vary depending on the type of
act and the entity, generally between 0.1% and
1%, or fixed rates for acts with no stated value.
It is a departmental tax, so the rates depend on
each jurisdiction.

If a document must be registered both before
the Chamber of Commerce and before the Pub-
lic Instruments Registry Office, registration tax is
triggered only before the latter.

iv. Stamps

Local taxes that levy contracts with public enti-
ties or the issuance of certain documents, ac-
cording to specific regulation.

From a practical perspective, the correct deter-
mination of territoriality and timely compliance
with registrations and filings are key to avoiding

22 Law 223 of 1995..

contingencies. In transactions across multiple
municipalities, it is advisable to previously an-
alyze the allocation of income and obligations.

2.9. Special collection and compliance mech-
anisms (withholdings, self-withholdings and
prepayments).

El sistema tributario colombiano incorpora
meThe Colombian tax system incorporates ad-
vance collection mechanisms that directly im-
pact the taxpayer’s cash flow.

Withholding tax operates as an advance col-
lection system in which the payer deducts and
transfers the beneficiary’s tax. In some cases,
the taxpayer is designated as a self-withholding
agent and must apply withholding on its own in-
come. The rates depend on the activity and type
of income.

Additionally, income tax includes a prepayment
system, whereby, upon filing the annual return,
the taxpayer assesses the tax for the period and
a payment on account of the following period. This
prepayment is subsequently credited, but entails
an outflow of resources in the short term.

Taken together, these mechanisms show that a
relevant portion of the tax burden in Colombia is
collected in advance, which requires adequate fi-
nancial planning from the beginning of operations.

The Council of State provisionally suspended the effects of articles 2 to
8 of Decree 572 of 2025, which had modified several minimum bases
and withholding and self-withholding tax rates for income tax purposes.

As a practical effect, while the annulment claim is decided on the mer-
its, the previous rules that had been replaced by the suspended arti-
cles apply again. This impacts, among other matters, the self-withhold-
ing rates by economic activity and certain minimum bases for applying
withholding tax at source.
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3. FORMAL TAX OBLIGATIONS

In addition to the payment of taxes, the Colombi-
an system requires compliance with formal obli-
gations from the beginning of operations. Failure
to comply may result in penalties and affect the
operation of the business.

3.1. Tax registrations

The Single Tax Registry (Registro Unico Tribu-
tario or RUT) is the mechanism through which
DIAN identifies and classifies taxpayers. Any
company, branch or entity carrying out taxed ac-
tivities must register before starting operations.
The RUT is necessary to obtain the Tax Identi-
fication Number (Numero de Identificacion Trib-
utaria or NIT), issue invoices, file returns, open
bank accounts and carry out procedures before
authorities.

The registered information must correctly reflect
the economic activity, tax responsibilities and
contact details, since inconsistencies may give
rise to requests for information or penalties.

Additionally, municipalities require local registra-
tions for ICA purposes. In cities such as Bogota,
this registry is called the Tax Information Regis-
try (Registro de Informacién Tributaria or RIT)
and is mandatory for those carrying out taxed
activities in the respective municipality. The RUT
does not replace this registry.

3.2. Invoicing

Individuals and companies that sell goods or
provide services must issue a sales invoice or
equivalent document for each transaction, ex-
cept for legal exceptions. Currently, invoicing
must be carried out in electronic format in accor-
dance with DIAN regulations.

23 Tax Code, article 631.

Invoices must comply with minimum legal re-
quirements and be previously validated by
DIAN. Failure to comply with this obligation may
give rise to penalties.

3.3. Filing of returns

Taxpayers, persons responsible for tax obliga-
tions and withholding agents must file periodic
tax returns with the authorities, according to the
nature of the tax, the manner in which it is paid
and the applicable regulations. The main returns
include income tax, VAT, ICA and withholding
tax returns.

3.4. Reporting of exogenous information or
magnetic media

The Exogenous Information Report, also known
as the magnetic media report, is an informative
tax obligation that certain taxpayers and entities
must comply with annually before the Nation-
al Tax and Customs Directorate (DIAN). In es-
sence, it consists of providing the tax authority
with a set of detailed data on economic transac-
tions carried out, for the purpose of facilitating
information cross-checks and tax controls®.

3.5. Reporting of ultimate beneficial owners

The ultimate beneficial owner is the individu-
al who directly or indirectly owns or controls a
company or legal structure, generally from a 5%
ownership interest or through effective control.

In Colombia, this information must be reported
through the Single Registry of Ultimate Bene-
ficial Owners (Registro Unico de Beneficiarios
Finales or RUB). Those required to comply in-
clude, among others, Colombian companies and
entities, permanent establishments, structures
without legal personality and certain foreign
entities with investments in the country. Public
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entities with full State ownership and diplomatic
missions are exempt.

Failure to comply with this obligation gives rise
to penalties.

3.6. Contract registrations

Certain contracts with foreign entities must be
registered before the tax authority for the pay-
ments to be deductible. Registration must be
completed within 6 months following their exe-
cution or within 3 months in the case of amend-
ments.

Which contracts must be registered? Tech-
nology license agreements, trademark license
agreements, patent license agreements, tech-
nical assistance agreements, technical services
agreements, basic engineering agreements and
other technology-related agreements. Distribu-
tion license agreements or software use license
agreements, as well as licenses for literary, ar-
tistic or scientific property, do not need to be
submitted for registration because they relate to
works protected by copyright.

4. DOUBLE TAXATION TREATIES (DTT) AND
INTERNATIONAL TAXATION RULES

International investment requires determining in
which jurisdiction income is taxed and how dou-
ble taxation is avoided. In Colombia, this is regu-
lated through international treaties and domestic
rules. This chapter summarizes how DTTs work,
the concept of permanent establishment, an-
ti-abuse rules and the transfer pricing regime.

4.1. Map of DTTs in force

Colombia has entered into bilateral double taxa-
tion treaties that become part of the domestic le-
gal system once approved by law and reviewed
by the Constitutional Court?*.

Currently, treaties entered into with Spain, Chile,
Switzerland, Canada, Mexico, South Korea,
Portugal, India, the Czech Republic, the United
Kingdom, France, ltaly and Japan, Switzerland,
and The Pacific Alliance (for pension funds mat-
ters), are in force, each approved through its
respective domestic law. Additionally, Colombia
applies the decision of the Andean Community
of Nations (CAN), which is an instrument that
regulates double taxation among its member
countries: Colombia, Peru, Ecuador and Bolivia.

The DTTs that have not yet entered into force
are: Brazil, Uruguay, the Netherlands, the Unit-
ed Arab Emirates and Luxembourg.

24 Political Constitution, article 150 numeral 16 and article 241 numeral 10.
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In general, DTTs follow the OECD model and
regulate the taxation of dividends, interest, roy-
alties, capital gains and permanent establish-
ments, as well as mechanisms to eliminate dou-
ble taxation, such as exemption or credit.

From a practical perspective, they allow: (i) re-
ducing withholding tax rates in Colombia; (ii) al-
locating taxing powers between States; and (iii)
providing stability and predictability to interna-
tional investment.

4.2. Beneficial owner, substance and an-
ti-abuse limitations

To apply the benefits of a DTT, the recipient of
the income must be the beneficial owner, that is,
the person who has the actual right to use and
enjoy the income and does not act as an inter-
mediary.

At the domestic level, Colombia has a gener-
al anti-abuse clause and economic substance
rules that allow artificial or simulated structures
to be disregarded.

In practice, the entity receiving the income is
required to have real economic activity, deci-
sion-making capacity and adequate resources.

4.3. Transfer pricing

The transfer pricing regime seeks to prevent the
artificial shifting of profits between jurisdictions
through transactions between related parties. It is
regulated in articles 260-1 et seq. of the Tax Code.

It applies to taxpayers that carry out transactions
with foreign related parties, with related parties
located in free trade zones or with entities in
low or no-tax jurisdictions. A related-party rela-
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tionship exists when there is control, subordina-
tion or direct or indirect participation in capital.
Transactions must comply with the arm’s length
principle, that is, they must be carried out under
conditions comparable to those agreed between
independent parties.

Additionally, when certain income or net worth
thresholds are exceeded, formal obligations
arise, such as the informative return, supporting
documentation and, in some cases, the master
file and country-by-country report for multina-
tional groups.

5. CUSTOMS AND FOREIGN TRADE: CO-
LOMBIA’S TRADE INTEGRATION

5.1. Main trade agreements applicable to for-
eign trade operations for 2026:

Trade agreements seek to facilitate market access
through benefits such as tariff preferences, the
progressive elimination of barriers and clear rules
on origin, trade remedies and dispute resolution.

Colombia currently has the following trade
agreements in force:

i. Partial Scope Agreement No. 29 between
the Republic of Colombia and the Republic
of Panama.

ii. Andean Community (CAN).

iii. Trade Promotion Agreement between
the Republic of Colombia and the United
States of America.

iv. Free Trade Agreement between the Unit-
ed Mexican States and the Republic of Co-
lombia.

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

vi. Pacific Alliance.

vii. Chile—Colombia Free Trade Agreement.

viii. Free Trade Agreement between the Re-
public of Colombia and the EFTA States
(Switzerland, Liechtenstein, Norway and
Iceland) - (EFTA).

ix. Economic Complementation Agreement
No. 72 Colombia Mercosur.

Xx. Free Trade Agreement between the Re-
public of Colombia and Canada.

xi. Free Trade Agreement between the Re-
public of Colombia and the Republic of
Korea.

xii. Free Trade Agreement between Colombia
and Costa Rica.

xiii. Partial Scope Agreement on trade and
economic and technical cooperation be-
tween the Republic of Colombia and the
Caribbean Community (CARICOM).

xiv. Trade Continuity Agreement between Co-
lombia and the United Kingdom.

xv. Economic Complementation Agreement
No. 49 entered into between the Republic
of Colombia and the Republic of Cuba.

xvi. Free Trade Agreement between the Re-
public of Colombia and the Republics of El
Salvador, Guatemala and Honduras.

xvii. Free Trade Agreement between the Re-
public of Colombia and the State of Israel.

xviii. Partial Scope Agreement of a Commer-
cial Nature AAP.C No. 28 between the Re-
public of Colombia and the Bolivarian Re-
public of Venezuela.
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These agreements allow access to tariff pref-
erences, facilitate the exchange of goods and
services, and strengthen trade relations with
strategic partners. The agreements that, due to
their scope and applicability, are most common-
ly used in the country’s international operations
are presented below:

i. The Pacific Alliance is one of the most dy-
namic mechanisms oriented toward the
Asia—Pacific region. It has achieved the
liberalization of 92% of tariffs among the
States.

ii. The Andean Community (CAN), com-
posed of Bolivia, Colombia, Ecuador and
Peru, seeks to eliminate charges and re-
strictions on the importation of originating
products, promoting the free movement of
goods and allowing the free movement of
persons.

iii. The Free Trade Agreement with the Unit-
ed States is one of the most widely used,
since this country is the main destination
for Colombian exports. Under this agree-
ment, the reduction and elimination of tar-
iffs was established.

AUTHORITIES

NATIONAL TAX AND CUSTOMS
DIRECTORATE (DIAN)

ROLE PERFORMED

Administers and controls
compliance with tax, customs and
foreign exchange obligations.

iv. The Trade Agreement with the European
Union offers preferential access to one of
the largest markets in the world, with pro-
gressive tariff reductions and flexible rules
of origin to facilitate the use of its benefits.

V. Likewise, the Free Trade Agreement with
South Korea has expanded Colombia’s
presence in the Asian market, establishing
gradual tariff reductions and rules of origin
that favor the use of domestic raw materials.

Together, the agreements form a trade inte-
gration network that positions Colombia in the
Americas, Europe and Asia, expanding its ac-
cess to strategic markets, strengthening busi-
ness competitiveness and consolidating its inte-
gration into the global economy under clear and
predictable rules.

4.2. Authorities, roles and responsibilities in
customs matters (DIAN, MinCIT, etc.)

The National Government, in order to ensure
compliance with legal control provisions regard-
ing importation, exportation and customs tran-
sit, determined the intervening authorities, their
roles and responsibilities, as highlighted below:

RESPONSIBILITIES

Control the entry and exit of
goods under import, export or
customs transit regimes.
Exercise inspection and control
over goods in the customs ter-
ritory.

Collect customs duties and
other foreign trade taxes.
Ensure compliance with tax,
customs and foreign exchange
obligations.
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AUTHORITIES

MINISTRY OF COMMERCE,
INDUSTRY AND TOURISM
(MINCIT)

ROLE PERFORMED

Regulates, formulates and
manages foreign trade policy for
the country’s competitiveness and
integration.

RESPONSIBILITIES

Control the entry and exit of
goods under import, export or
customs transit regimes.
Exercise inspection and control
over goods in the customs ter-
ritory.

Collect customs duties and
other foreign trade taxes.
Ensure compliance with tax,
customs and foreign exchange
obligations.

NATIONAL FOOD AND DRUG
SURVEILLANCE INSTITUTE
(INVIMA)

Carries out sanitary inspection,
surveillance and control to
guarantee public health.

Direct matters related to free
trade agreements, integration
agreements, trade remedy
measures, special import-ex-
port systems, free trade zones
and foreign trade policies.
Process imports registrations
and licenses for products that
require them.

Chair the Committee on Cus-
toms, Tariff and Foreign Trade
Affairs.

MINISTRY OF JUSTICE
AND LAW

Regulates and controls controlled
chemical substances.

Issue certificates of absence
of records and grant approvals
for the importation and distribu-
tion (exportation) of controlled
chemical substances and/or
products.

Grant seed licenses for sowing
and grain, and licenses for the
cultivation of psychoactive and
non-psychoactive cannabis
plants.
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AUTHORITIES

COLOMBIAN AGRICULTURAL
INSTITUTE (ICA)

ROLE PERFORMED

Exercises sanitary and
phytosanitary control.

RESPONSIBILITIES

Technically control the impor-
tation of animals, plants, agri-
cultural inputs and agricultural
products.

Prevent the entry of pests and
diseases that affect agriculture
and livestock.

Certify the sanitary and phy-
tosanitary quality required by
destination countries.
Authorize the exportation of
animals, plants and agricultural
inputs.

MINISTRY OF ENVIRONMENT
AND SUSTAINABLE
DEVELOPMENT

Controls the impact on the
environment or biodiversity.

Issue licenses, approvals and
permits for goods that affect
the environment or biodiversity.

SUPERINTENDENCE OF
INDUSTRY AND COMMERCE
(SIC)

Protects consumers and verifies
compliance with technical
regulations.

Issue import registrations and
approvals when required.
Verify applicable safety, quali-
ty and technical regulation re-
quirements.

4.3. Key concepts: origin, tariff classifica-
tion, customs valuation

To import goods into Colombia, it is necessary
to correctly identify their tariff classification, ver-
ify their origin in order to access benefits under
trade agreements, and determine their customs
value, which is the basis for calculating taxes
and duties.

i. Origin: determined through rules estab-
lished in each trade agreement to identify
whether a good may access tariff benefits.

ii. Tariff classification: system that assigns a
uniform numerical code to all goods based
on the Harmonized System of the World
Customs Organization (WCO). This coding
places each product under a specific tariff
subheading, allowing its correct identifica-
tion and treatment in international trade, as it
defines applicable tariffs, requirements and

measures. An incorrect classification may
generate contingencies.

iii. Customs valuation: determines the value
of the imported good, which is the tax base.
It is based, in principle, on the transaction
value and, in its absence, on successive
methods defined by the WTO. The Valua-
tion Agreement of the World Trade Organi-
zation (WTO) defines as a basic principle
that customs valuation, as a general rule,
must be based on the transaction value. In
the absence thereof, the valuation methods
defined by the WTO are applied in the order
provided by the regulations.

Taken together, their identification and under-
standing are decisive for accessing tariff ben-
efits, defining the applicable requirements and
correctly calculating import taxes and duties,
ensuring compliance with customs regulations.
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5. IMPORT/EXPORT REGIMES AND PROCE-
DURES (GOODS AND SERVICES)

5.1. Registrations/users and import steps

In order to carry out imports or exports of goods,
it is necessary to follow certain provisions and
parameters established by the National Govern-
ment and DIAN.

A customs user is the individual, legal entity or
branch of a foreign company that participates
in foreign trade operations (importer, export-
er, declarant, consortium or temporary union).
In order to import, it must be registered in the
RUT with such capacity. Other authorized ac-
tors also participate in these operations, such as
customs agencies, carriers, freight forwarders,
warehouses, postal traffic intermediaries and
authorized ports or airports, which make up the
logistics chain.

5.1.1. Steps to carry out an import

1. Negotiation: the parties will agree on the
relevant aspects associated with the pur-
chase and sale of the goods to be import-
ed, including delivery conditions, the ap-
plicable INCOTERMS term, negotiation
terms and logistics.

2. Identification of the tariff subheading:
this allows the proper classification of the
goods before the authorities, and thus the
determination of the customs duties and
taxes to be paid, the legal and/or adminis-
trative restrictions to be complied with, rel-
evant contingencies, among other aspects.

. Transport of the goods between coun-

tries: once the goods have been loaded
onto the maritime, air or land means of
transport in the country of origin of the
good and before their arrival in Colom-
bia, the cargo must be manifested? in
compliance with the terms established
by customs regulations depending on the
means of transport and the type of route
(long or short).

. Notice of arrival of the good in Colom-

bia: once the means of transport arrives
in the National Customs Territory, the car-
rier has the obligation to report such situ-
ation so that the unloading of the goods
from the means of transport may be au-
thorized.

. Filing of the import declaration: once

the cargo has been unloaded, the import
declaration is filed before the Customs
Authority. Once the import declaration
has been accepted, the applicable cus-
foms duties and taxes are paid.

. Inspection of the goods: the goods en-

ter a random selection process carried
out by the Administration and, according
to the selectivity results generated by
the systems, the goods may be subject
to physical and/or documentary inspec-
tion by the Customs Authority, in order to
grant the customs release of the goods?.

. Removal: once the goods have complet-

ed their import process and all customs
procedures have been completed, they
may be removed from the primary zone,
free trade zone or warehouse.

% |t is a customs document prepared by the international carrier, which is transmitted to DIAN. Pursuant to article 144 of
Decree 1165 of 2019, it must contain, at a minimum: identification of the means of transport, travel data, weight and total
number of cargo units to be transported, the numbers of the transport documents, as applicable according to the means
and mode of transport, number of packages, weight and generic identification of the goods and/or the indication of consol-
idated cargo, where applicable, indicating in such case the number of the master document.

26 Considering that it is a conditional administrative act, the customs authority, in the exercise of its inspection powers, may
cancel the customs release of the goods for the purpose of determining their legal introduction into the national customs

territory.
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to doing business in Colombia

Steps to Carry Out an Import

1 2

3

NEGOTIATION: TARIFF INTERNATIONAL
Incoterms and CLASSIFICATION: TRANSPORT:
logistics. classification and shipment of the
determination of goods.
duties.
NOTICE OF IMPORT RELEASE:
ARRIVAL: DECLARATION: withdrawal of the
report to the payment of customs goods.

customs authority. duties/taxes.

5.1.2. Import modalities

The purpose of an import depends on the import-

er determining the reason why the goods enter
the country and whether their stay will be tempo-
rary or definitive. Depending on the function that

the goods will perform, whether to provide a ser- 8.
vice, fulfill a specific task or be commercialized, 9
the importer must define the appropriate import
modality. These modalities include:

IR AN

10.
11. Travelers

Temporary importation for inward pro-
cessing: capital goods, under Special
Import-Export Systems and for industrial
processing

For transformation and/or assembly
Postal traffic and urgent shipments
Urgent deliveries

12. Samples with no commercial value

Ordinary

With exemption

Reimportation in the same condition.
Reimportation after outward processing
In compliance with a warranty
Temporary importation for reexportation

in the same condition

1.

Taking into account the aforementioned modal-
ities, the imports most frequently used include:

Ordinary import: allows the definitive
entry of goods in free disposal, upon pay-
ment of duties and taxes.



2020 Legal Guide

2. Reimportation in the same condition:

I.

Ii.

applies to exported goods that return
without substantial modifications, requir-
ing the reimbursement of benefits ob-
tained and internal taxes that may have
been exempted. These goods remain in
free disposal once the import process is
completed.

Reimportation after outward process-
ing: for goods temporarily exported that
were repaired or transformed abroad and
are intended to be imported again into
Colombia. Duties and taxes are assessed
on the value added abroad.

Temporary importation for reexporta-
tion in the same condition: allows entry
for a determined period without modifica-
tions, with suspension or deferred pay-
ment of duties and taxes:

Short-term, for a period of 6 months ex-
tendable, with suspension of customs du-
ties and taxes, meaning that they are not
paid for the duration of the importation.

Long-term, used for capital goods, their
necessary parts and accessories?’, for a
period of up to 5 years. For the payment
of customs duties and taxes, these are
assessed and paid in equal semiannual
installments for the duration of the goods’
stay in the country, taking into account the
exchange rate in force for customs pur-
poses at the time each installment is paid.

5. Temporary importation for inward pro-

cessing: this modality allows goods to
be imported temporarily in order to export
them once they have undergone transfor-
mation, processing or repair. There are
three types of importation:

i.  Temporary importation for inward process-
ing of capital goods.

ii. Temporary importation under Special Im-
port-Export Systems known as Plan Valle-
Jjo.

iii. Temporary importation for industrial pro-
cessing.

6. Postal traffic and urgent shipments:
related to correspondence shipments of
packages or online purchases that arrive in
Colombia through the Official Postal Oper-
ator Network, which acts as intermediary.
This modality is used to import goods of up
to USD 2,000, 50 kg and subject to volume
specifications.

5.2. Export

Export is the departure of goods from the cus-
toms territory. The process includes shipment
authorization, shipment, certification and export
declaration.

It allows companies to access international mar-
kets and includes benefits such as:

i. No taxes imposed upon departure from
the country, except for specific contribu-
tions depending on the type of product;

ii. Support mechanisms such as CERT, Sup-
plier Certificate, Special Export Programs
and Plan Vallejo.

5.3. Export modalities

When an exporter plans to send goods abroad,
it must define the export modality according to
the purpose of the shipment, the time the goods
will remain abroad and whether or not they will
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be returned. Based on these criteria, it may se-
lect the most appropriate export modality among
the following:

Definitive.

Temporary for outward processing.
Temporary for reimportation in the same
condition.

4. Reexportation.

5. Reshipment.

6. Postal traffic and urgent shipments.

7. Samples with no commercial value.

8. Temporary exports carried out by travelers.
9. Household gods.

10. Special Export Programs.

Wh =~

Each modality has a series of requirements and
obligations that must be fulfilled considering the
modality. However, among the most commonly
used are:

1. Definitive export: allows the departure
of goods from the national customs ter-
ritory to another country for definitive use
or consumption, to a free trade zone or
bonded warehouse.

2. Temporary export for outward pro-
cessing: is the temporary departure of
national or nationalized goods from the
national customs territory to be subject
to transformation, processing or repair
abroad or in a free trade zone, which must
be reimported within the term granted.

3. Temporary export for reimportation in
the same condition: is the temporary de-
parture of national or nationalized goods
from the national customs territory to fulfill
a specific purpose abroad, within a deter-
mined term, which must be reimported
without having undergone any modifica-
tion, except for normal deterioration aris-
ing from use.

4. Re-exportation: corresponds to the de-
finitive departure from the national cus-
toms territory of goods that were subject
to a temporary import regime or to the
transformation and assembly regime.

5. Export of samples with no commer-
cial value: samples with no commercial
value are goods declared as such where
the total FOB value does not exceed the
amount determined by DIAN. There are
products that cannot be exported under
this modality, such as emeralds, gold,
platinum, goldsmithing ashes, among
others.

5.4. Export of Services

It is configured when a service is provided to a
non-resident and is linked to abroad, either be-
cause it is used outside Colombia or because
the user travels to receive it. The most common
services include software, BPO, call centers,
health tourism, audiovisual services and out-
sourcing.

The export of services may fall under different
modalities, such as:

i. When the service is produced in Colombia
or in the country of origin and the exporter
does not have to travel because the ser-
vice is what moves.

ii. Presence of Colombian companies abroad
through a subsidiary, branch or represen-
tative office to serve consumers directly.

ii. When the consumer located in Colom-
bia travels to receive a service in another
country.

iv. When a person providing a service on their
own behalf or on behalf of an employer in
Colombia temporarily travels to the con-
sumer’s country to provide their services.
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The export of services may access VAT and
withholding tax benefits if the documentary re-
quirements are met (RUT, contracts, invoicing
and certifications evidencing exclusive provision
abroad).

6. SPECIAL PROGRAMS/REGIMES AND AD-
VANTAGES

Colombia has mechanisms to promote invest-
ment and foreign trade, among which free trade
zones, Plan Vallejo and international trading
companies stand out, offering tax, customs and
operational benefits.

6.1. Free trade zones

Free trade zones are geographically delimited
areas within the national territory where indus-
trial activities involving goods and services, as
well as commercial activities, are carried out
under special regulations on tax, customs and
foreign trade matters.

Their purpose is to attract investment and im-
prove competitiveness through benefits, in ex-
change for compliance with investment, employ-
ment and development commitments.
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In Colombia there are three types of free trade
zones: i) permanent free trade zones, made up
of several companies; ii) special permanent free
trade zones, authorized for a single company;
and iii) temporary free trade zones, intended for
fairs, congresses or economic events. These
may operate in sectors such as goods, services,
health, logistics, agribusiness, technology and
popular economy, among others.

6.2. Special programs

There are mechanisms to facilitate foreign trade,
among which Plan Vallejo, international trading
companies and the Authorized Economic Opera-
tor (AEO) stand out, allowing costs, processes and
compliance to be optimized.

6.2.1. Special Import-Export Systems (SEI-
EX) — Plan Vallejo

The Special Import—Export Systems, also known
as Plan Vallejo, seeks to promote the export of
goods and services by allowing the importation
of raw materials, capital goods and spare parts
with full or partial exemption or suspension of
customs duties and taxes, provided that the ex-
port commitments of the holder are met.

Main modalities:

i. Raw materials and inputs intended for the
production of exportable goods.

ii. Capital goods and spare parts.

iii. Goods used to provide exportable ser-
vices.

iv. Replacement of goods to renew invento-
ries or equipment.

It may operate directly or indirectly, depending
on whether the importer is the party that exports.

6.2.2. International Trading Company

These are national or mixed companies autho-
rized to market Colombian products abroad. To
obtain authorization, they must submit an export
plan, prove experience, define target markets
and provide guarantees.

Main benefits:

i. Purchase of goods in the domestic mar-
ket exempt from VAT, if exported within 6
months.

ii. Bimonthly VAT refund on exported goods.

iii. Issuance of the Supplier Certificate (CP),
which allows the supplier to request a VAT
refund.

6.3. Authorized Economic Operator (AEO)

This is the authorization granted by DIAN to im-
porters, exporters and customs agencies that
demonstrate high security standards in the in-
ternational logistics chain. This qualification rec-
ognizes them as reliable operators and grants
them benefits such as:

i. Reduction of logistics times due to fewer
physical and documentary inspections.

ii. Consolidated payment of customs duties
and taxes within the first 5 days of the fol-
lowing month.

iii. They are not required to provide guaran-
tees to secure customs obligations.

iv. National and international recognition for
complying with security standards.

v. VAT refunds within a period of 30 days.

vi. Authorization to carry out inspections at
the exporter’s facilities or at authorized
warehouses.
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To obtain it, requirements such as security stan-
dards, foreign trade track record, absence of
relevant penalties, registration in the RUT and
representation in Colombia must be met.

7. EPORTING AND ASSOCIATED FOREIGN
EXCHANGE IMPLICATIONS

7.1. Foreign Exchange transactions and cur-
rency channeling duties

In Colombia, foreign currency inflows and out-
flows are generally permitted; however, certain
transactions must be mandatorily channeled
through the foreign exchange market, either
through Foreign Exchange Market Intermediar-
ies (IMC) or compensation accounts registered
with the Central Bank of Colombia.

Transactions may be subject to mandatory
or voluntary channeling. The former must be
carried out exclusively through the foreign ex-
change market and may not be offset against
each other or against other obligations.

Through the foreign exchange market, there is
an obligation to channel certain transactions,
such as:

i. Imports and exports of goods.

ii. Foreign investment in Colombia and Co-
lombian investment abroad and their re-
turns.

iii. iActive and passive foreign indebtedness,
as well as the financial costs of the trans-
actions.

iv. Granting of foreign currency endorse-
ments and guarantees.

v. Derivatives transactions.

vi. Financial investments and/or investments
in assets located abroad, and their returns
made with foreign currency from the for-
eign exchange market.

7.2. Channeling of foreign currency derived
from imports and repatriation of proceeds
from exports of goods

Imports and exports of goods are transactions
subject to mandatory foreign exchange channel-
ing; therefore, they must be transferred through
the foreign exchange market, either through for-
eign exchange market intermediaries (IMC) or
compensation accounts. For imports, the Infor-
mation on the minimum data of transactions for
imports of goods (formerly Form No. 1) must be
submitted to the IMC. To channel exports, the
Information on the minimum data of foreign ex-
change transactions for exports of goods (For-
eign Exchange Declaration) (formerly Form
No. 2) must be submitted, using the foreign ex-
change code corresponding to the transaction.

If the payment of imports or the repatriation of
proceeds from exports is made through a com-
pensation account, the Report of movements
of the compensation account before the Cen-
tral Bank of Colombia serves as the foreign ex-
change declaration.

In any case, whether the channeling is carried
out through an IMC or a compensation account,
the transaction must be legalized with the cus-
toms documents (for example, the import dec-
laration), pursuant to DIAN Resolution 204 of
2025.

7.3. Sanctioning risks and mitigations

Failure to comply, or late compliance, with for-
eign exchange obligations related to the filing,
transmission or legalization of import or export
transactions of goods may result in penalties
imposed by DIAN. These penalties are imposed
according to the nature of the obligation, pursu-
ant to Decree Law 2245 of 2011.



2020 Legal Guide

8. TRADE DEFENSE MEASURES

Trade defense measures are intended to protect
domestic production from imports that enter the
market at artificially low prices or that benefit
from subsidies granted by the exporting coun-
try. The main trade defense instruments are an-
ti-dumping duties, countervailing measures, and
safeguard measures.

8.1. Antidumping duties

They apply when an imported product is sold
at a price lower than that of its country of origin
and causes or threatens to cause injury to the
domestic industry. To restore competitive con-
ditions, the importing country may impose ad-
ditional tariffs, whether ad valorem, specific or
based on a minimum price.

8.2. Countervailing measures

They counteract subsidies granted by the gov-
ernment of the exporting country to its produc-
ers, such as transfers of funds, tax benefits or
the supply of goods. These incentives generate
undue competitive advantages in the interna-
tional market, such as, for example, the subsi-
dies received by exporters of fuel alcohol (etha-
nol) originating in the United States, which led to
the imposition of a countervailing duty.

8.3. Safeguards

These are temporary measures that restrict im-
ports when the significant increase of certain

products causes or threatens to cause serious
injury to a branch of domestic production. They
may consist of additional tariffs or quantitative
restrictions and seek to allow the affected indus-
try to recover and adjust, as in the case of the
safeguard request for iron wire rod with the pur-
pose of imposing an additional 30% levy.

8.4. Warning signs and course of action (in-
stitutional and evidentiary)

These measures may be requested before the
Ministry of Commerce, Industry and Tourism,
the entity in charge of investigating and deciding
on their application. For this purpose, the follow-
ing may be taken into account:

i. If an industry considers that it faces injury
derived from imports at lower prices and
has elements showing the relationship be-
tween such injury and the prices charged,
it may request the imposition of an anti-
dumping measure.

ii. The request for a countervailing duty re-
quires proving that the imported product
receives a subsidy from the country of ori-
gin and that such benefit grants an undue
advantage to the importer without consid-
eration.

iii. To apply a safeguard, it must be proven
that the measure is non-discriminatory,
temporary in nature and does not imply
an unjustified reduction of domestic con-
sumption.
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9. CUSTOMS AND FOREIGN EXCHANGE COMPLIANCE CHECKLIST

9.1. Special regimes and benefits (FTZ, programs, AEO, etc.)

REGIME/PROGRAM MAIN BENEFITS

20% income tax rate for export income and 35% for other income.
Foreign goods introduced into a free trade zone are deemed to be outside
the national customs territory for customs duties and VAT purposes, while
they remain in the free trade zone.

Indefinite stay of foreign goods without payment of taxes and duties while
they remain in the free trade zone.

VAT exemption on sales from the national customs territory to industrial
users of free trade zones linked to their corporate purpose.

Inclusion of the popular economy (Decree 1317 of 2025) with new special
permanent free trade zones.

FREE TRADE ZONES

Importation of raw materials, capital goods and spare parts with full/partial
exemption or suspension of customs duties and taxes.

Supports production processes intended for export.

Allows direct or indirect modalities depending on who produces/exports.

SEIEX - SPECIAL
IMPORT-EXPORT
SYSTEMS

+ Issuance of the Supplier Certificate (CP) for exports carried out.
INTERNATIONAL * Purchases in the domestic market exempt from VAT if exported within a
TRADING COMPANIES maximum period of 6 months.

+ Purchases not subject to withholding tax.

Fewer physical and documentary inspections (expedites timing).
Consolidated payment of duties and taxes within the first 5 days of the
following month.

No guarantees are required to secure customs obligations.

International recognition as a secure operator.

VAT refund within 30 days.

Possibility of carrying out inspections at its own facilities or authorized
warehouses.

AUTHORIZED ECONOMIC
OPERATOR (AEO)
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9.2. Foreign exchange obligations matrix (transaction — channeling — registration — support)

FOREIGN EXCHANGE OBLIGATIONS MATRIX

CHANNEL-

CONTROL

TRANSACTION ING ENTITY REGISTRATION SUPPORT
No prior registration with the Commercial
Central Bank of Colombia is re- invoice.
quired. Transport
The Information on the mini- document.
Foreign mum data of foreign exchange Export decla-
transactions for exports of goods ration.
Export of goods | exchange DIAN
= < markest] (Foreign Exchange Declaration) Bank  state-
(formerly Form No. 2) must be ment.
submitted before the Foreign Foreign  ex-
Exchange Market Intermediary change dec-
(IMC) or through a compensa- laration.
tion account.
No prior registration with the Supplier in-
Central Bank of Colombia is re- voice.
quired. Transport
The Information on the mini- document.
ek mum data of foreign exchange 'th0” decla-
transactions for imports of goods ration.
Import of goods | exchange DIAN
= : markegt’ (Foreign Exchange Declaration) Bank  state-
(formerly Form No. 1) must be ment.
submitted before the Foreign Foreign  ex-
Exchange Market Intermedi- change dec-
ary (IMC) or through a compen- laration.
sation account.
No prior registration with the Agreement.
Central Bank of Colombia is re- Invoice.
quired. Accounting
The Information on the minimum support.
data of foreign exchange trans- | * Bank state-
Services, Voluntary actions for services, trgnsfers ment.
transfers and channeling DIAN and other concepts (Foreign Ex-
other concepts change Declaration) (formerly
Form No. 5) must be submitted
before the Foreign Exchange
Market Intermediary (IMC) or
through a compensation ac-
count.
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TRANSACTION

Foreign
indebtedness
(for example,

working capital)

CHANNEL-

ING

Foreign
exchange
market

CONTROL
ENTITY

Superintendence
of Companies
and DIAN if
the purpose of
indebtedness is
associated with
foreign trade
transactions (for
example, export
financing).

REGISTRATION

Prior registration is required. For
this purpose, the Foreign Loan
Report (formerly Form No. 6)
must be submitted before the
IMC.

The following must be submit-
ted: first, the Foreign Loan Re-
port granted to residents and
non-residents (formerly Forms
No. 6 and No. 7); and second,
after registration of the foreign
loan, the Information on the min-
imum data for foreign exchange
transactions for foreign loans
(Foreign Exchange Declaration)
for the disbursement (formerly
Form No. 3) must be submitted
before the Foreign Exchange
Market Intermediary (IMC) or
through a compensation ac-
count.

SUPPORT

Loan agree-
ment.

Loan registra-
tion.
Bank
ments.

state-

Foreign
investment

Foreign
exchange
market

Superintendence
of Companies

Mandatory registration with the
Central Bank of Colombia is re-
quired.

It must be submitted in two cas-
es: (i) when there is channeling of
foreign currency, the Information
on the minimum data of foreign
exchange transactions for inter-
national investments (Foreign
Exchange Declaration) (formerly
Form No. 4) must be submitted
before the Foreign Exchange
Market Intermediary (IMC) or
through a compensation ac-
count; and (ii) when there is no
channeling of foreign currency,
the Declaration of registration of
international investments must
be submitted through the For-
eign Exchange Information Sys-
tem (SIC) of the Central Bank of
Colombia.

Capitalization
minutes.
Investment
registration.
Bank state-
ments.
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