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According to the information reported 
by Colombian Central Bank, foreign 
direct investment in 2019 grew 25.6%, 
reaching its highest level since 2014. 

Inflows during the 2019 where destined to the oil, 
gas and mining industries (31.9%), business and 
financial services (20.6%), commerce and hotels 
(14.7%), manufacturing (10,7%), transport and 
communications (8.6%), electricity (2.1%) and 
others (11.4%). 

The Global Competitiveness Report (World 
Economic Forum), evidenced an improvement 
in business perception of the country’s 
competitiveness, advancing in 45 of the 51 
variables measured; obtaining the greatest 
advances in the quality of institutions, 
infrastructure, skills of the workforce, business 
dynamism and capacities for innovation.

The country ranks fifth in the entrepreneurship 
ranking for Latin America (ICSEd-Prodem, 
2018) and third in the Latin-American countries 

with the most developed Fintech market (Inter-
American Development Bank – Finnovista). In 
2019, the first Colombian start-up made to the 
list of the 10 Latin American unicorns. This is 
also leveraged by the public policy driven by the 
Colombian government for creative industries, 
the “orange economy”.

Although the worldwide crisis caused by the 
COVID-19 pandemic has also affected the 
Colombian economy significantly, the World Bank 
projects a GDP growth of 4.9% for Colombia 
in 2021, against a 3.7% for Latin America. 
Colombian Government assured a vaccination 
plan for COVID-19 starting in early 2021, 
which is free for the population as approved by 
Colombian Congress.

In April 28, 2020, Colombia formally became an 
OECD Member, concluding the accession process 
that began in 2013; being the third Member 
country from Latin America and the Caribbean to 
join, following Mexico and Chile.

Colombia has been one of the most stable countries in Latin 
America’s recent history, both economically and politically.
With a sustained positive GDP growth of 3.8% in average from 2000 to 2019 slowed by 
the COVID-19 pandemic, and controlled one-digit inflation rate since 1999, Colombia 
has been positioned as one of the most attractive destinations for investors; and now as 
a very attractive destination for nearshoring due to its privileged geographic position, 
among other factors. 
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By this Business and Investment 
Guide we, as EY, commit ourselves 
to support Colombia’s growth by 
helping companies to start, grow 
and succeed.  In this way, we 
deliver on our purpose of “building 
a better working world.”

This  guide contains information updated as of January 31, 2021. 

Colombia is member of the World Trade 
Organization (“WTO”), and the Community of 
Andean Nations (“CAN”) integrated by Colombia, 
Bolivia, Ecuador and Peru.  

This Business & Investment Guide in Colombia 
2021 is a tool for foreign and national investors, 
by summarizing key information regarding 
the main corporate, tax, customs, labor and 
exchange control matters within the country, 
and providing general information on how to 
invest and do business in the country.

This positive stride is the result, among 
others, of the Peace Agreement reached in 
2016 ending five decades of armed conflict 
with the oldest guerilla in the continent; and 
major reforms promoted by the Colombian 
Government during the last years to align the 
legislation, policies and practices to OECD 
standards, including labor issues, reform of 
the justice system, corporate governance of 
state-owned enterprises, anti-bribery, data 
protection, among others. 

The country has developed a robust net of 
double taxation treaties, bilateral investments 
protection and promotion agreements and free 
trade agreements. Colombia is a member of 
the Pacific Alliance formed by Colombia, Chile, 
Mexico and Peru, one of the most relevant efforts 
towards regional integration of recent decades 
and the eight largest economy in the world, which 
is reinforced by the Latin American Integrated 
Market (“MILA”), which is the integration of the 
member countries’ stock exchanges. Additionally, 
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General facts  
about Colombia

Bogota, capital city, is 
the fifth best city for 
doing business in Latin 
America pursuant to 
the ranking published 
by AméricaEconomía. 
Medellín ranked 15; 
while Cali 21; Cartagena 
25 and Barranquilla 29.

Bogota has a privileged 
geographical position 
in the center of the 
continent, offering 
a wide range of 
international 
connections. It has a 
terminal cargo with 
one of the best cargo 
transport capacity in 
Latin America, and its 
international airport has 
been recognized as the 
third in Latin America. 

�Colombia is the only 
country in South America 
with access to both 
the Atlantic and the 
Pacific Oceans, with a 
competitive location with 
easy access to markets 
around the world.

Colombia’s geographic 
area is larger than 
all Central America 
combined.

Medellin was chosen 
by the World Economic 
Forum as the first 
Spanish-speaking city to 
open a regional  
center for the Fourth 
Industrial Revolution. 

In terms of population, 
Colombia is twice as 
populous as Australia.

�Colombia has a dynamic 
and young population 
spread throughout 
multiple development 
centers: nine major 
urban centers with over 
500,000 inhabitants.

Colombia is the second 
most biodiverse country 
in the planet and has 
the highest amount  
of species by area in  
the world.

Colombia does not have 
seasons; as it is near the 
equator, it has sunlight 
throughout the year.

Colombia is one of 
the oldest and stable 
democracies in   
Latin America.

Colombia ranks sixth in 
the countries with more 
freshwater volumes  
and seventh with more 
water sources.

It is close geographically to the Panama Canal, a crossroad for the main 
lines of global trade communication, which is a strategic connection point 
between North America, South America and Asia. 

Colombia is located on a strategic point for 
maritime and transport activities. 
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North  
Pacific  
Ocean

Caribbean  
Sea

Atlantic  
Ocean

49 75%
25%

million urban
rural

Population

km21,141,748
Surface area

Colombian Peso (COP$)

as of December 31, 2020
USD$1= COP$ 3,432.5

Currency

Spanish
Main languages

Diversity of climates
Climate

GMT - 5/5 hours behind Greenwich 
Mean Time). There is no daylight 
savings time, and the time zone is the 
same toughtout entire country

Time zone

Emeralds, gold, nickel, coal, 
hydrocarbons, other minerals, coffee, 
flowers, bananas

Natural resources

Freedom of worship; 
Religion

90%Roman Catholic
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Setting up  
a business 

Colombia is taking a step forward 
as a leader in the Fourth Industrial 
Revolution with this new Center  
in Medellín.

They are the first to open a center 
like this one in Latin America. The 
emerging technologies can benefit 
society, but they have to be molded. 
We are anxious to work with the 
Center for the Fourth Industrial 
Revolution of Colombia to accelerate 
and escalate what we have learned in 
our global network of Centers.”

Murat Sonmez
Member of the Managing Board of the World 
Economic Forum and Head of the Forum’s 
Centre for the Fourth Industrial Revolution

“
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The legislation provides additional types of 
legal entities: Partnerships (Sociedades 
Colectivas) and Limited Partnerships 
(Sociedades en Comandita Simple or 

Sociedades en Comandita por Acciones). However, 
these corporate forms are not frequently used 
due to liability exposure issues for equity-interest 
holders and specific management rules. Limited 
Partnerships are frequently used only as standard 
family business vehicles but have recently been 
replaced by Simplified Share Companies that 
provide more flexibility 

Colombian commercial law provides for different types of 
legal vehicles by means of which investors can establish a 
permanent business presence in Colombia. 
Currently, the most common legal vehicles are: Simplified Share Companies (Sociedades 
por Acciones Simplificada), and branch offices of foreign companies (Sucursales). 
Traditional legal entities such as Corporations (Sociedades Anónimas) and Limited 
Liability Companies (Sociedades de Responsabilidad Limitada) are still used but have 
been replaced in general by Simplified Share Companies.

Simplified Share Companies (Sociedades 
por Acciones Simplificada or “S.A.S.”).

The S.A.S. are the legal vehicle of choice for 
both local and foreign investors, regardless of 
the size of the business to be undertaken, due 
to its simplified scheme, which allows greater 
ease in the administration and management 
of companies, with emphasis on the will of the 
shareholders expressed through the bylaws, its 
primary source of regulation.

Legal vehicles 

This type of entity allows for flexibility in 
several aspects such as the negotiation 
of shares and the payment of capital, and 
is therefore, a convenient vehicle for the 
pursuit of incorporated joint ventures.

Bogota, Colombia, 
view of cityscape.
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Term of duration  

The term of duration may be perpetual 
(other investment vehicles require 
specific, limited term of duration).  

8

Liability 

The shareholders’ liability is limited 
to the amount of their capital 
contributions. The shareholders 
are not liable for labor, tax or any 
other type of obligations of the 
S.A.S. However, they shall be held 
liable before third parties whenever 
the company is used to abuse legal 
regulations or affect the rights of 
third parties (piercing of the entity’s 
corporate veil).

Control 

�Appointing a local statutory auditor 
(revisor fiscal) is mandatory only 
if certain levels of assets and/or 
revenues are reached, threshold that 
should be assessed annually.

Incorporation

The incorporation is usually executed 
by means of a notarized private 
document registered in the Mercantile 
Registry of the Chamber of Commerce 
of the city where the company is 
going to be based. If the contributions 
include assets that, according to the 
applicable law, require public deed for 
its transfer such as real estate, the 
incorporation must be formalized by 
means of a notary public deed. 

Centralized management 

S.A.S. are not required by law to have 
a board of directors as a statutory 
corporate body. The management 
and representation powers are 
assigned to the legal representative 
(which can be an individual or a legal 
entity, local o foreign).

Transfer of shares 

The company by laws may require 
the previous authorization of the 
shareholders meeting for the transfer 
of shares, and may establish the 
prohibition of negotiation of the 
shares for a maximum period of 10 
years, among other restrictions or 
conditions on the negotiability of the 
shares subject to the free will of the 
shareholders. 

Capital concentration  
and minimum number  
of shareholders  

�There are no restrictions on capital 
concentration, as one single 
shareholder can hold 100% of the 
shares. A S.A.S. requires just one 
shareholder for its establishment and 
operation (individuals or legal entities, 
local or foreign).

Corporate purpose 

The corporate purpose of a S.A.S. may 
be unlimited, granting the company 
capacity to perform any type of lawful 
commercial activity (other investment 
vehicles require a specific, limited 
corporate purpose).
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Legal reserve 

Per the interpretation of the 
Office of the Superintendence 
of Companies, in the case of 
S.A.S., the legal reserve is not 
mandatory, provided such reserve 
is not contemplated in the 
company’s bylaws. All other legal 
vehicles must reserve 10% of 
every year’s distributable profits 
until a reserve equal to 50% of 
the company’s share capital is 
accumulated. 

The S.A.S. generates savings in transactional 
costs, since its incorporation and amendments 
to the company bylaws are formalized by 
means of a private document (not by a public 
deed granted before a notary public, except if 
there is real estate involved). Thus, no notary 
fees and VAT on the notary rights accrue for 
the amendments to the company bylaws, and 
only accrues registration tax. 
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Shareholder agreements  

Shareholders may execute binding 
shareholder agreements among 
them to regulate any issue. 

The most common agreements 
deal with the manner in which 
certain decisions must be 
voted by the shareholders, 
provisions regarding the sale 
of shares, rights of first refusal 
in the acquisition of shares, 
limitation to the sale of shares, 
and capitalization agreements. 
It is also very common to find 
clauses such as calls and puts, tag 
along, drag along, and buy-out 
agreements. These agreements 
must be deposited before the 
company’s administration and will 
have binding power before the 
company and its shareholders to 
the extent that if not observed 
by the participating parties, the 
company’s administrator can 
disregard all decisions taken while 
in breach of the agreement.

Continuity - Special causes  
for dissolution  

The non-compliance with the going 
concern assumption shall constitute 
a special cause for dissolution 
of the company. The company 
administration is responsible for 
assessing whether there is any 
doubt on the company’s ability to 
continue as a going concern, and 
in that case, the company enters 
into cause for dissolution. Under 
such circumstances, administrators 
shall refrain to undertake any type 
of transaction that is not part of 
the ordinary course of business 
and shall immediately summon 
the shareholders assembly to 
inform the shareholders of such 
situation. The shareholders shall 
receive proper documentation 
and evidence in order to make an 
informed decision concerning the 
continuity or liquidation of the 
company. If the administrators 
fail to comply these duties, they 
shall be jointly and severally liable 
for any damages caused to the 
shareholders or third parties.

Others 

The shares of a S.A.S. (and in 
general, any security) cannot 
be listed on the stock exchange 
certain limited exceptions apply. 

Types of shares

Shareholders may agree in the 
bylaws to create different types of 
shares. The terms and conditions 
of each type of share must be 
written on the back of each share 
title, which may vary according 
to the rights to vote, to receive 
profits, other preferences or any 
other considerations that the 
shareholders may decide upon 
without trespassing general 
corporate laws. This flexibility makes 
S.A.S. a very interest vehicle as it 
can be used for numerous purposes, 
including estate planning, family 
business and large corporations. 
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Drafting of the 
by-laws, private 
document or 
public deed (if 
applicable) and the 
acceptance letters 
of the managers 
in accordance with 
business laws and 
the shareholders 
interests. 

Registration of the 
company before 
the Mercantile 
Registry of the 
Chamber of 
Commerce and 
appointment of the 
managers.

Processing of 
the National Tax 
Registry (RUT) 
application to 
obtain the Tax 
Identification 
Number (NIT) of 
the Colombian 
company (this 
includes VAT and 
corporate income 
tax registration).

Processing of the 
Tax Identification 
Registry (RIT) for 
local taxes before 
the main office 
Municipal Tax 
Administration.

Registration of 
the corporate 
books and control 
situation (if 
applicable) before 
the Mercantile 
Registry. 

Channeling, 
through the 
foreign exchange 
market, of the 
foreign currency 
that will make up 
the company’s 
capital, and to 
obtain the proper 
foreign investment 
registration before 
the Central Bank.
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Colombian commercial laws provide that if a 
foreign company undertakes a permanent activity 
in Colombia, such foreign company must register 
a branch office in Colombia with the purpose of 
carrying out those activities in the country. 

The notion of permanent activity is provided 
for in Colombian commercial regulations and 
is different from the concept of permanent 
establishment for tax purposes. (For Permanent 
Establishment considerations please refer to the 
chapter on Paying corporate taxes).

The permanent activity concept has no legal 
definition, only a general (non-exhaustive) list 
of activities that may qualify as permanent 

activities. However, local authorities have 
recognized that said list is insufficient to 
determine if any given activity is permanent 
and therefore, the determination on whether an 
activity is permanent for Colombian purposes 
should consider the particular facts and 
circumstances surrounding the development of 
the activities performed in Colombia; such as 
their nature and scope, regularity or duration, 
the infrastructure deployed in Colombia for 
the developing of the activities, in order to be 
able to establish the permanent or transitory 
character thereof.

Final determination on whether an activity 
constitutes a permanent activity or not in 

Branch offices are ongoing concerns or commercial 
establishments opened in Colombia by a foreign company for 
the development of its corporate businesses or part of it.  
The branch office and its home office are deemed to be one and the same legal entity, 
and therefore, the branch office cannot have a different or greater legal capacity than 
its home office; and it is not legally possible to execute contracts between the home 
office and its branch office in Colombia. Nevertheless, for foreign exchange and customs 
purposes branch offices and their home offices are treated as separate entities, being 
allowed to make and receive payments for imports and exports of goods.

Colombia is an issue that is mainly subject to 
the Office of the Superintendent of Companies’ 
interpretation of the nature of the business 
undertaken in Colombia. If the Office of the 
Superintendent of Companies’ considers that 
a foreign company is developing a permanent 
activity in Colombia, it may order the immediate 
suspension of all activities in Colombian 
territory until a branch office is registered and 
may impose fines. In addition, the individuals or 
representatives responsible for conducting the 
activities in Colombia may be held jointly and 
severally liable with the foreign entity for the 
activities performed within Colombian territory. 

Branch offices of foreign 
companies (Sucursal)

The Medellín 
tramway is a 
means of rail 
transportation, 
urban electric 
passenger and 
operates in the city 
of Medellín.
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The home office is jointly and severally liable for all of 
the branch office’s obligations in Colombia, including but 
not limited to labor and tax related obligations.

Centralized management 

The management and representation 
powers are assigned to the legal 
representative/ general agent (which 
can be an individual or a legal entity, 
local o foreign). 

Corporate purpose  

The corporate purpose is limited to 
the activities of the home office and 
should be specific and limited.

Control 

Appointing a local statutory auditor 
(revisor fiscal) is mandatory upon 
registration of the branch office.

Term of duration 

The term of duration is limited to the 
duration of the home office and should 
be specific and limited.  

Liability 

The home office is jointly and 
severally liable for all of the branch 
office’s obligations in Colombia, 
including but not limited to labor and 
tax related obligations.

Continuity 

Special causes for dissolution 
- The noncompliance with the 
going concern assumption shall 
constitute a special cause for 
dissolution of the branch office. 
The administrators of the branch 
office are responsible for assessing 
whether there is any doubt on the 
branch office’s ability to continue 
as a going concern, and in that 
case, the branch office enters into 
cause for dissolution. Under such 
circumstances, administrators 
shall refrain to undertake any type 
of transaction that is not part of 
the ordinary course of business 
and shall immediately request a 
meeting of the maximum corporate 
body of the home office to inform 
of such situation. The home office 
shall receive proper documentation 
and evidence in order to make an 
informed decision concerning the 
continuity or not of the branch 
office. If the administrators fail to 
comply these duties, they shall be 
jointly and severally liable for any 
damages caused to the home office 
or third parties.

Legal reserve 

Branch offices must reserve 10% of 
every year’s profits until a reserve 
equal to 50% of the branch’s assigned 
capital is accumulated. 

Registration

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

Others

Branch offices may not be converted 
into any other type of local legal 
entity; and they cannot be a direct 
party to a merger or spin-off 
transaction. To convert a branch 
office into a Colombian legal entity, 
a cross-border corporate merger or 
similar process is required, and this 
is generally allowed in Colombia and 
subject to taxation.

Per the interpretation of the Office of 
the Superintendence of Companies, 
a foreign company can only have one 
branch office in Colombia.
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Granting a notary 
public deed containing 
the decision of the 
home office to register 
the branch office in 
Colombia, as well 
as a copy of the by-
laws and certificate 
of good standing 
and certificate of 
incumbency of the 
home office and a 
power of attorney to 
proceed with 
the registration.

Registration of 
the branch office 
before the Chamber 
of Commerce’s 
Mercantile Registry 
and appointment 
of the legal 
representative/ 
general agent.

Processing of the 
National Tax Registry 
(RUT) application 
to obtain the Tax 
Identification 
Number (NIT) and the 
processing of the Tax 
Identification Registry 
(RIT)  for local taxes 
before the main office 
Municipal 
Tax Administration. 

Channeling, through 
the foreign exchange 
market, of the foreign 
currency that will 
make up the branch’s 
assigned capital, and 
to obtain the proper 
foreign investment 
registration before the 
Central Bank.
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The Barrios and 
slums surrounding 
Medellin’s cable car.
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Corporation  
(Sociedad Anónima or “S.A.”)

Control 

Appointing a local statutory auditor 
(revisor fiscal) is mandatory.

Transfer of shares 

The transfer of shares is generally 
unrestricted. However, in closely 
held corporations the bylaws 
may provide for right of first 
refusal provisions in favor of the 
shareholders and/or the corporation.

Shareholder agreements 

Shareholders may execute binding 
shareholder agreements among 
them to regulate the manner in 
which certain decisions must be 
voted by the shareholders.

These agreements must be 
deposited before the company’s 
administration and will have binding 
power before the company and its 
shareholders to the extent that if 
not observed by the participating 
parties, the company’s administrator 
can disregard all decisions taken 
while in breach of the agreement. 

Liability 

The shareholders’ liability is limited 
to the amount of their capital 
contributions.

Incorporation

The incorporation is by means of a 
notary public deed and registered 
before the Mercantile Registry of 
the corresponding Chamber of 
Commerce of the city where the 
company is incorporated.

Centralized management 

Shareholders’ meetings, board of 
directors (mandatory) and legal 
representative are all required.

Colombian woman 
in Cartagena de 
Indias with the 
traditional dress. 
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Continuity – Special  
causes for dissolution 

The noncompliance with the going 
concern assumption is a special 
cause for dissolution of the company, 
in the same terms as provided for 
S.A.S.; the reduction of the number 
of shareholders to less than five; and 
capital concentration, which occurs 
when a single shareholder holds 94,5% 
or more of the subscribed shares.

Capital concentration  
and minimum shareholders 
requirements 

A minimum of five shareholders 
is required upon incorporation 
and during the existence of the 
corporation. No shareholder 
may own more than 94,9% of the 
subscribed shares; otherwise, 
the corporation will enter into a 
cause for dissolution due to capital 
concentration. 

Legal reserve 

Corporations must reserve 
10% of every year’s distributable 
profits until a reserve equal to 50% 
of the company’s share capital is 
accumulated. 

Corporate purpose 

Requires a specific, limited  
corporate purpose.

Term of duration 

The term of duration must be limited, 
although the same may be extended 
by decision of the shareholders.

A minimum of five shareholders 
is required upon incorporation 
and during the existence of the 
corporation. No shareholder may own 
more than 94,9% of the subscribed 
shares; otherwise, the corporation will 
enter into a cause for dissolution due 
to capital concentration. 

Marketplace  
and exotic 
colombian fruits.
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Limited liability companies (Sociedades  
de Responsabilidad Limitada or “Ltda.”)

Liability 

The quota-holders’ liability is 
limited to the amount of their 
capital contributions in all 
cases, except for labor and tax 
obligations (and except for tax 
related penalties) in respect of 
which they are jointly and severally 
liable with the company. Any 
quota-holder may assume a higher 
level of liability with respect to 
any obligation by means of the 
provisions of the bylaws, and also 
in case of failure to pay capital 
contributions at the time of the 
company’s incorporation or of any 
capital increase, or in case the 
corporate name chosen for the 
company is not in accordance with 
the laws and therefore does not 
include the extension Ltda.

Corporate purpose  

Requires a specific, limited 
corporate purpose.

Incorporation

The incorporation is by means of 
a notary public deed registered 
before the Mercantile Registry of 
the Chamber of Commerce of the 
city where the company is going to 
be based.

Term of duration  

The term of duration must be 
limited, although the same may 
be extended by decision of the 
quota-holders.

Legal reserve 

Ltda.’s must reserve 10% of every 
year’s distributable profits until 
a reserve equal to 50% of the 
company’s capital is accumulated. 

Control
   
Appointing a local statutory auditor 
(revisor fiscal) is mandatory only 
if certain levels of assets and/or 
revenues are reached, threshold 
that should be assessed annually.

Continuity 

Special causes for dissolution 
- The noncompliance with the 
going concern assumption is a 
special cause for dissolution of 
the company, in the same terms 
as provided for S.A.S. 

Capital concentration and 
minimum quota-holder 
requirements 

There are no restrictions on capital 
concentration as long as there are 
at least two quota-holders at all 
times and a maximum of 25.

Quota-holder Agreements 

Quota-holder Agreements – Quota-holders may execute binding quota-holders’ 
agreements among them to regulate the manner in which certain decisions 
must be voted by the quota-holders.

These agreements must be deposited before the company’s administration and 
will have binding powers before the company and its quota-holders to the extent 
that if not observed by the participating parties, the company’s administrator 
can disregard all decisions taken while in breach of the agreement. 

Centralized management 
 
Quota-holders’ general assembly 
and legal representative (if the 
management duties corresponding 
to all the quota-holders are 
delegated). The board of directors 
is not required by law.

Transfer of quotas 

The transfer of quotas qualifies as an amendment to the company bylaws; 
thus, it is subject to the prior approval of the quota-holders, the granting of a 
notary public deed and further registration with the Mercantile Registry of the 
Chamber of Commerce. A preemptive right in favor of the quota-holders for 
the subscription and transfer of quotas is established by law, unless otherwise 
established in the bylaws.
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Incorporation 
process

The incorporation of a subsidiary and the registration of a branch office 
are corporate procedures that can take between 10 to 15 business days, 
once all corporate information is ready for processing. In general, the 
incorporation process requires the following information, duly legalized 
(notarized and/or apostilled):

The incorporation of a subsidiary and the 
registration of a branch office require a local 
registered address for legal notifications and the 
appointment of a legal representative.   
There is no limitation for the legal representative to be a non-resident, 
however, it is highly advisable to have a resident legal representative for 
day-to-day matters.

Certificate of good 
standing and certificate of 
incumbency of the foreign 
companies that will act as 
shareholders or home office. 

Power of attorney granted to 
undertake all actions for the 
incorporation of a subsidiary 
or the registration of a 
branch office and to obtain 
all tax registrations.

Certified copy of the 
bylaws of the foreign 
company that will act as 
home office (in the case of 
registration of a branch). 

Foreign financial institutions 
an insurance companies can 
promote their products 
and services in Colombia through 
a representation office.

The purpose of the 
representation office is 
exclusively to promote products 
and services of the foreign 
financial entity, and therefore 
are not allowed to commercialize 
or establish commercial 
relations with costumers in the 
country. The registration of a 
representation office requires 
prior authorization from the 
Office of the Superintendence 
of Finance and compliance with 
certain regulations. 

Representation offices

All legal entities incorporated 
in Colombia, branch offices 
and permanent establishments 
registered in Colombia, as well 
as their legal representatives 
(Colombian or foreign 
residents), must register 
before the RUT to obtain a Tax 
Identification Number (“NIT”).

The RUT is the single tax 
registration for national direct 
and indirect taxes.

Taxpayers have the obligation 
to update the information of 
the RUT, in case of change 
of corporate name, business 
address, legal representative, 
tax liabilities, among others. 
Such update must be made 
within the 30 days following 
the corresponding change.

Additional tax registrations 
may be required for local tax 
purposes, before local    
tax authorities.

National Tax Registry 
(“RUT”)
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Benefits granted under  
the Entrepreneurship Law

�Reduced registration 
tax rates for micro-
enterprises, triggered in 
the registration of acts 
and contracts before 
public registries.

�Creation of sandboxes 
to facilitate the 
development of 
innovative and 
sustainable business 
models in all economic 
sectors, based 
on the flexibility 
of the regulatory 
framework and the 
simplification    
of procedures.

�Promote participation 
of small and medium 
companies in public 
bids and contracts, by 
establishing differential 
requirements and 
additional scores 
based on the size of 
the companies, tie-
breaking criteria, tenders 
addressed to this type of 
companies, among other 
measures.

�Reduced tariffs for 
sanitary and health 
registration of products.

Duties and liabilities of 
company administrators

For Colombian commercial 
purposes the legal 
representative, the liquidator, 
the factor, the members of 
boards or councils of directors, 
and those who according to 
the bylaws perform or hold 
any administrative position are 
all considered administrators. 

General provisions set forth 
that administrators must 
act in good faith, loyalty 
and with the diligence of a 
good businessman. Their 
performances should fulfill 
the interest of the company 
and its shareholders. 
The main duties of 
administrators, applicable 
to both resident and non-
residents, are the following:

Administrators respond 
jointly and severally for 
any damages caused by 
fraud or negligence to 
the company, 
shareholders or third parties, 
except when they had no 
knowledge of the acts or omissions, 
voted against these and have 
supporting evidence to prove it. 

The responsibility of the 
administrator is presumed 
whenever she acts in breach of 
its duties, exceeding them, or 
upon a violation of the law or the 
company’s bylaws. Responsibility 
shall also be presumed when 
administrators have proposed 
or implemented a dividend 
distribution that is not justifiable 
by audited financial statements. 
The clauses of the corporate 
bylaws that intend to release 
administrators from their liability 
will be considered as  
non-enforceable.

Carry out efforts leading to the 
adequate achievement of the 
corporate purpose.

Refrain from using privileged 
information in an undue manner.

Watch for the strict compliance of 
the legal and bylaw provisions.

Treat equally all shareholders and 
respect the exercise of the right of 
inspection by all of them.

Refrain from participating either 
personally or through a third party for 
his own interest or that of third parties, 
in activities that imply competence 
with the company or in acts in respect 
to which there is a conflict of interest, 
except by express authorization from 
the board of partners or the general 
stockholders’ meeting.

Keep and protect the   
commercial and industrial reserve 
of the company.

See that the adequate performance 
of the duties entrusted to the 
statutory auditors is permitted.
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Statutory auditor (Revisor fiscal)

All companies that on 
December 31st of each year 
have gross assets up to 5,000 
current legal monthly salary 
(approx. USD1,310,250) 
and/or its gross income are equal to or 
exceed 3,000 legal monthly salary (approx. 
USD787,000) shall appoint a statutory auditor. 
Corporations and branch offices have these 
obligations regardless of their level of assets 
and income.

Among the functions of the statutory auditor 
are the following: (i) verify that the operations 
developed by the company are in accordance with 
the bylaws and the decisions of the corporate 
bodies; (ii) audit and sign the financial statements; 
(iii) certify veracity of tax information via 
signature of tax returns; (iv) inform the corporate 
bodies and shareholders about any irregularities 
concerning the operation of the company in the 
development of its business; (v) summon the 
corporate bodies when deemed necessary or 
when the law or bylaws demand it; (iv) collaborate 
with the public entities that exercise inspection 
and surveillance of the companies, and to render 
them the reports if requested; among others. 
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Other corporate matters

Mergers  
and spin-offs 

Companies may merge with others 
or be divided (split or spin off) by 
decision of the shareholders or 
quota-holders of the companies 
involved. Mergers are formalized 
with the granting of a notary 
public deed or the registration 
of the private document with the 
Chamber of Commerce in the 
case of S.A.S.; while spin-offs are 
formalized upon the registration of 
the notary public deed or private 
document with the Mercantile 
Registry of the Chamber of 
Commerce.  Under certain 
conditions, merger and spin-off 
processes are subject to the prior 
authorization from governmental 
authorities: 

Redomiciliation 
(redomestication)

Colombian law does not 
provide for the possibility for 
Colombian companies to change 
their corporate domicile/ 
corporate seat to other 
jurisdictions, nor for foreign 
entities to redomiciliate into 
Colombia. Nevertheless, the 
change of corporate domicile 
of a Colombian entity may 
be achieved via other type 
of corporate reorganization 
procedures, such as cross-
border mergers.

Control situation and/or 
business group  

Companies that directly or 
indirectly control the decision-
making power of Colombian 
companies, either Colombian 
or foreign, shall register the 
control or business group 
situation before the Mercantile 
Registry of the Chamber of 
Commerce, within the 30 
days following the creation (or 
change) of a situation of control 
and/or business group. 

Dividend distribution 

Profits may only be distributed 
based upon and to the extent 
they are shown on year-end 
financial statements duly 
approved by the shareholders 
or quota-holders general 
assembly (and audited, if 
applicable); and only as 
long as the losses do not 
reduce equity below capital 
levels. Notwithstanding the 
above, distributable profits 
may be accumulated for a 
later dividend distribution if 
approved by certain majority 
of the shareholders or quota-
holders, given that a minimum 
50% (70% in certain cases) 
dividend or profit distribution 
is mandatory unless otherwise 
approved by the shareholders 
or quota-holders general 
assembly with certain 
majorities set forth by law. The 
above rules are not applicable 
in the case of S.A.S. 

 the authorization from the Office 
of the Superintendence of Industry 
and Commerce when the transaction 
qualifies as business integration, 
to clear market concentration and 
antitrust issues; and 

 the prior authorization from 
the corresponding surveillance 
authority, depending on the type of 
activity carried out by the involved 
companies and the special conditions 
of the operation. If there is no 
specific competency assigned to a 
specific surveillance authority, the 
Office of the Superintendence of 
Companies (surveillance authority 
for corporate and accounting issues) 
will be the competent agency. This 
entity verifies compliance with the 
law in order to protect the rights 
of the shareholders, quota-holders 
and of the creditors, in the case of 
companies’ subject to surveillance by 
that entity.

Colombian laws do not restrict 
the implementation of cross-
border mergers and spin-offs. 
For tax purposes, mergers and 
spin-offs do not qualify as a sale 
of assets if certain requirements 
are met which include that there 
is no change in control. If these 
requirements are met, the merger 
or spin-off procedure will be 
considered as a non-taxable event 
for corporate income tax and VAT 
purposes in Colombia. 
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Minimum annual    
corporate maintenance 

Colombian subsidiaries shall comply with the 
following minimum annual obligations:

If you are interested 
in more detailed 
information 
regarding corporate 
compliance, please 
scan the following 
QR code 

Hold the annual board of directors 
and shareholders / quota-holders 
general assembly Meeting to 
approve year-end financial 
statements and management 
report. In general, the meeting 
must be held within the first 
quarter of the financial year 
(calendar year). If the meeting 
is not held in such term, the 
shareholders meeting / quota-
holders meeting will gather by 
their own right, the first business 
day of the month of April, at 10 
a.m., in the offices of the main 
domicile where the administration 
of the company takes place. Annual 
meetings may be held via remote 
mechanisms (virtual meetings or 
by written votes). Special due dates 
have been established due to the 
COVID-19 pandemic. 

Preparation of annual 
management report to be 
presented to the board of 
directors and/or Shareholders / 
Quota-holders General Assembly, 
with the content required under 
the law. 

Annual renewal of the commercial 
registration before the Chamber 
of Commerce, before March 31st 
of every year.

Depending on the level of 
surveillance, the companies and 
branches shall file their annual 
financial statements before the 
Chamber of Commerce or the 
Office of the Superintendence of 
Companies. In the first case, the 
delivery shall be performed within 
the following month to the date 
of the approval of the financial 
statements. In the second case, 
the filing must be made following 
the deadlines established every 
year for that purpose.

1 2

3

4
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Colombian laws provide for several contractual structures for the development 
of activities in Colombia, such as the consortium and the temporary joint 
venture (unión temporal) for the participation in public biddings; and in the case 
of private contracting, the association in participation agreements (cuentas en 
participación) or a non-regulated joint venture agreement. In any case, it should 
be analyzed if a permanent activity is deemed to be developed in Colombia by 
means of any of these types of contracts.

Other contractual structures for the 
development of activities in Colombia

Consortium

The consortium is a contract 
by means of which two or more 
entities join together as one 
single party, in order to present 
a proposal for the award, 
execution and performance of 
a contract with a State owned 
entity, being held jointly liable 
for each and every one of 
the obligations arising from 
the proposal and contract. 
Consequently, the proceedings, 
acts and omissions that occur 
during the presentation of the 
proposal or the development of 
the contract will affect all of the 
members of the consortium. 

�
Temporary  
joint venture

This contractual figure 
originates when two or more 
entities join together as one 
single party, in order to present 
a proposal for the award, 
execution and performance of 
a contract with a State owned 
entity, being held jointly liable 
for the full compliance of the 
proposal and the development 
of the contract. However, 
the penalties and sanctions 
for the breach of obligations 
arising from the proposal and 
the contract will be imposed 
according to the participation of 
each of the members, as agreed 
in the joint venture agreement.

Public-private  
partnerships

These are “mechanisms to 
attract private capital, that 
materializes in a contract that 
binds a State owned entity 
and an individual or legal 
entity for the supply of public 
goods and related services, 
which implies risk retention 
and risk allocation among the 
parties and payment methods 
according to the availability 
and the level of service of the 
infrastructure and/or service”.  

Non-regulated joint  
venture agreement

A private contracting structure 
by means of which the 
parties decide upon the joint 
exploitation of a business, in 
order to distribute among the 
partners the income, costs 
and expenses derived from 
the exploitation of the joint 
business, in the proportion 
agreed upon by the parties. 

Association in   
participation agreement

A private contracting structure 
usually implemented is the 
execution of an association 
in participation agreement 
by means of which entities 
or individuals qualified as 
merchants decide upon the 
joint exploitation of commercial 
operations, to be executed by 
one party in its own name and 
behalf (managing participant), 
with the obligation to render 
reports and distribute with the 
other participants (inactive or 
hidden participants) the profits 
or losses generated in the joint 
business, in the proportion 
agreed upon by the parties.  
The liability of the inactive or 
hidden participants is limited 
to their contributions unless 
they authorize the disclosure 
of their participation in the 
agreement, case in which they 
will be joint and severally liable 
with the managing partner 
before third parties.
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Other regulatory 
compliance considerations 

Consumer protection 

According to the Colombian 
consumer protection regime, 
all producers are liable for the 
quality, suitability and safety 
of the products and services 
they offer to consumers. 
The breach of this obligation 
generates the following 
consequences: (i) several and 
joint liability of the producer 
and supplier for the warranty 
before the consumers; (ii) 
individual administrative 
liability before the authorities 
in charge of the supervision 
and control (Office of the 
Superintendence of Industry 
and Commerce); and (iii) 
liability for the damages 
caused by the defective 
product. 

Producers, importers, 
distributors and retailers 
are responsible for the 
quality, suitability and safety 
characteristics and conditions 
of goods and services that they 
offer to consumers. 

Data privacy 

Companies are required 
to comply with obligations 
related to the collection, use, 
treatment, processing and 
transfer of personal data.  

Colombian data privacy 
regulations establish special 
obligations for the personal 
data treatment such as notices 
and consent requirements, 
special provisions for the 
processing of information of 
minors and other sensible 
data, registration of databases 
before the data privacy 
authority (Office of the 
Superintendence of Industry 
and Commerce), restrictions 
for the cross-border transfer 
of data, limitations to the 
processing and use of personal 
data, implementation of 
internal policies for the 
treatment of personal 
data and security of the 
information, among others.

All companies must implement 
a personal data protection 

program which consists mainly 
of: (i) treatment of information 
policy, (ii) privacy notice, (iii) 
notice of monitored areas, 
(iv) authorizations for the 
treatment of personal data, 
and the (v) manual of policies 
and internal procedures. 
Additionally, personal data 
clauses should be included 
in contracts with providers, 
clients and employees; and 
have transfer/transmission 
contracts, if the personal data 
will be delivered to third parties 
(in Colombia or abroad).

Compliance of the personal 
data protection program 
must be monitored regularly, 
and the employees must 
be constantly trained 
on this matter to prove 
the compliance of the 
“accountability principle”. 
Also, appropriate security 
measures have to be 
implemented to avoid the 
fraudulent use of the data or 
its leak.   

Antitrust 

Colombia has antitrust 
regulations to promote the 
free competition and avoid 
the creation of cartels and 
monopolies. Moreover, the 
Office of the Superintendence of 
Industry and Commerce is the 
entity in charge of authorizing 
the integration of companies, 
under certain conditions 
and different procedures 
(notification, fast track or full 
authorization). According to 
Colombian antitrust laws, a 
business integration occurs 
whenever companies involved 
in the same economic activity 
and participating in the same 
relevant market (even if 
the participate vertically or 
horizontally) execute operations 
intended to merge, consolidate, 
acquire control or integrate 
through any type legal form. 
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Intellectual property    
and copyright 

Colombia has comprehensive 
regulations for the protection 
of intellectual property 
and copyright aligned with 
international standards. 
Colombian is a party to 
numerous international and 
regional treaties such as 
the WIPO Convention, the 
Vienna and Nice Agreement, 
the Madrid Protocol, and the 
Decisions 351 and 486 of the 
Andean Nations Community. 

Intellectual property and 
copyright protection is granted 
via the correspond registration 
(not just for its use).  
Unregistered trademarks have 
no direct legal protection.  
The registration of intellectual 
property and copyright grants 
the holder exclusive rights for 
the use and exploitation in 

the country, and the power to 
limit any use or exploitation 
by third parties or the 
registration of signs that may 
result similar or identical, or 
grant a license for its use by 
third parties.

The Office of the 
Superintendence of Industry 
and Commerce is the 
authority in charge of the 
registration and protection of 
intellectual property rights, 
and also has the power to 
act as a specialized court 
on the matter. Copyright 
protection is in charge of the 
National Copyright Authority. 
In any case, the owner of the 
intellectual property or the 
copyrights can pursue legal 
actions to enforce its rights 
and seek compensation.

Anti-money laundering   
and terrorism financing 

�Money laundering, terrorist 
financing and financing of 
weapons of mass destruction 
are criminal activities 
that generate negative 
consequences for the country’s 
economy and for companies 
of all sectors, as they can be 
translated into operational, 
legal and reputational risks, 
among others. 

Therefore, to control and 
mitigate such risks, certain 
companies are compelled to 
implement internal policies, 
comply with minimal standards 
and due diligence process, 
report suspicious transactions 
and send information to 
Colombian authorities on a 
regular basis.

Corporate governance 

Colombian laws do not provide 
specific obligations regarding 
the implementation of corporate 
governance rules.  However, the 
Office of the Superintendence of 
Finance (Código País); and the 
Office of the Superintendence 
of Companies, the Colombian 
Stock Agency, the Chambers 
of Commerce and other 
Business Associations (Guía de 
buenas prácticas de gobierno 
corporativo para empresas 
competitivas, productivas y 
perdurables) have published 
corporate governance guidelines 
and recommendations based 
on with what are considered 
best practices with regards rules 
that define the relationship 
between shareholders, directors, 
management, authorities and 
stakeholders. 

The guidelines apply the core 
principles of good corporate 
governance; transparency, 
accountability, responsibility 
and fair treatment, following 
ESG standards. The guidelines 
identify major corporate 
governance areas and 
recommend concrete measures 
on key governance aspects. 

Anti-bribery 

�To prevent and mitigate the 
risk of international or foreign 
bribery and corruption, 
certain companies subject 
to surveillance by the Office 
of the Superintendence of 
Companies shall implement 
a transparency and business 
ethics program, as well 
as annually report its 
implementation to the Office 
of the Superintendence of 
Companies. 
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Do your attorneys know 
your business as well as 
they know the law?
At EY Law, we firmly believe in building a solid relationship with each 
client as the best way to share our knowledge, in order to improve 
efficiency and avoid risks. ey.com/law

EY Law is well known for the multidisciplinary approach 
of our teams, where our professionals are aligned with 
all of the EY service offerings, to work together to 
address the requirements of our clients and provide 
solutions in an integrated manner.

We do business where you do business. contactoey@co.ey.com

ey.com/es_co/law



Making 
investments

These results evidence that 
Colombia continues to be attractive 
for investors. The efficient foreign 
investment is one of the key 
instruments in the current juncture, 
not only because it leverages 
exports, but because it creates job 
opportunities and helps to boost the 
economy. For this reason we work in 
three axes in order to promote the 
arrival of more investors: tools for 
facilitating investments and business 
environment; relocation of companies 
which seek a new organization of 
their supply chains and efficiencies 
when they leave other latitudes; and 
sectoral and regional incentives.”

José Manuel Restrepo
Minister of Commerce, Industry  
and Tourism of Colombia 

“
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Colombian foreign investment regulations define two basic forms of foreign 
investment, the “direct” and the “portfolio” investment, both of which must 
be channeled through the foreign exchange market. 

Foreign investment in Colombia (whether made by 
legal entities or individuals) is permitted in all the 
economy sectors, except for specific activities such 
as defense and national security and the processing, 
management, and disposition of hazardous and radioactive waste not 
produced in the country. As an exception, foreign investment regulations 
require a previous authorization for investment in the financial sector.

Portfolio   
investment includes:

 The temporary acquisition 
of securities registered 
with the RNVE; 

 The foreign capital 
investment achieved 
in the development 
of agreements or 
integration agreements 
of stock exchanges; and 

 Participations in collective 
portfolio and securities 
registered under foreign 
exchange systems.

Direct foreign   
investment comprises:

 All forms of participation and 
contribution to the capital 
of a Colombian company or 
Colombian branch office, including 
investments in public companies 
registered with the National 
Registry of Securities and Issuers 
(RNVE for its initials in Spanish) 
that does not constitute portfolio 
investment; 

 The acquisition of any rights or 
interests in trusts, pursuant to 
agreements entered into with trust 
companies under surveillance of 
the Office of the Superintendence 
of Finance, that does not 
constitute portfolio investment; 

 The direct acquisition of real 
estate or through a trust, and 
the investment in real estate 
securitizations or investment in 
construction projects; 

 Contributions or economic 
rights derived from contracts or 
agreements such as collaboration 
agreements, concession agreements 
or management and license service 
agreements under certain conditions, 
provided that such in-kind contribution 
does not correspond to an equity 
interest in another company and that 
any potential revenue generated from 
the investment depends upon the 
profits of the company receiving the 
investment; 

 The capitalization of sums derived 
from any legal operation 

 Contribution as supplementary 
investments to the assigned capital; 

 The acquisition of interests in private 
equity funds, pursuant to financial 
sector regulations. Transactions that 
imply foreign loans do not constitute 
direct foreign investment. 

1
2

3

Both direct and portfolio foreign investments must 
be registered with the Central Bank by the foreign 
investor, its agent or the administrator of the fund, 
to secure repatriation rights over said investment. 
When the foreign investment is made in cash, 
registration with the Central Bank is automatic, 
upon submission to the commercial bank (or to 
the Central Bank if a compensation account is 
used), of the respective exchange declaration 
form for international investments. When the 
foreign investment is made through other means, 
registration must be requested to the Central Bank 
complying with certain requirements and within the 
term established in the regulations. 

Once the investment is registered, the investor of 
record is entitled to: 

It is mandatory to inform the Central Bank of any 
modifications in the investment previously registered 
with the bank, such as any change of shareholders, 
change in the country of domicile of the foreign in-
vestor, change in the Colombian company receiving 
the foreign investment, among others.

 Reinvest profits or  
retain them as  retained 
earnings; 

 Remit abroad 100% of 
the proven net profits 
generated by the 
Colombian investment; 

 Capitalize amounts 
or operations with 
exchange remittance 
rights; 

 Remit abroad the 
proceeds received 
from the sale of the 
investment held in 
the country, upon 
the liquidation of 
the company or of a 
portfolio, or upon the 
reduction of capital.
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Operation Form to be presented Term

Direct transfer of funds 
for the investment 

Foreign exchange declaration 
for international investments Automatic registry

Substitution of foreign 
investment

Form n.º 11 6 months 
as from the date of the operation

Cancel of foreign 
investment

Form n.º 11

6 months 
as from the date of the operation

Changes in the par 
value of the shares

Declaration of registry of the 
reconfiguration of capital Any time

Registry of in-kind 
contributions or 
capitalization of any 
legal operation

Form n.º 11 Any time

Special regime 
(hydrocarbons and 
mining sector)

Form n.º 13 Anytime 
before the 30th of June every year

Reporting obligations  
at a glance

Simon Bolivar sculpted in 1846 by 
Italian sculptor Pietro Tenerani. The 
statue stands in Plaza Bolivar, or 
Bolivar Square, Bogotá’s main public 
square in the capital’s historic district.
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Equity contributions trigger 
legal costs of implementation 
upon registration before the 
Mercantile Registry, as follows: 

For branch offices funding 
can be made by way of capital 
assigned by the home office or 
supplementary investment to 
the assigned capital (“ISCA” per 
its Spanish acronym). The ISCA 
allows to fund branch office’s 
operations by the home office 
in a simple manner, without any 
type of legal cost. For practical 
purposes, the ISCA is managed 
as a current account between the 
home office and its branch office, 
and the home office is entitled to 
make a reimbursement of capital 
by way of return of the ISCA. For 
certain type of branch offices, 
the contributions to the ISCA can 
be made only in cash.

Funding of Colombian subsidiaries and 
branch offices via equity contributions

As general rule, Colombian 
commercial laws do not 
provide for minimum capital 
requirements, except for 
certain regulated activities 
such as banks. It is advisable 
to review the minimum 
equity and working capital 
level required for business 
purposes, to determine the 
funds required locally.
In general, equity 
contributions can be made in 
cash or kind (some exceptions 
apply for equity contributions 
to branch offices).

In subsidiaries, equity 
contributions can be made 
by way of capital and share 
premium. This type of 
contribution structure is 
commonly used in Colombia by 
all type of companies, including 
companies with foreign 
investors, except at the time of 
incorporation.  

The share premium reflects the 
higher value of the company 
shares over the par value. The 
contribution as share premium 
does not result in the issuance 
of additional shares (only the 
portion contributed as capital). 
For all legal and tax purposes, 
share premium contributions 
are subject to the same rules 
as capital: 

 The contributions made by way 
of share premium are part of the 
tax basis of the investment of the 
shareholder and the contribution 
is not a taxable event provided 
certain requirements are met

 The investment must be 
registered before the Central 
Bank as foreign investment

 The share premium is subject to 
the same rules as capital for the 
purposes of repatriation, from a 
legal and tax standpoint. 

Over the portion 
contributed as share 
premium. Reduced 
rates may apply for 
micro-enterprises.0.3%

Registration tax 
over the capital 
portion0.7%

The increase in the assigned 
capital of the branch office 
involves an amendment to the 
acts of incorporation, while the 
increase in the ISCA does not. 
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Financial sector

Special regimes

Foreign investment in the 
financial sector requires 
previous authorization 
from the Office of the 
Superintendence of Finance 
whenever the investment 
transaction involves the 
acquisition of 

Hydrocarbons   
and mining sector

Branch offices of foreign 
companies registered in 
Colombia that carry out oil, 
natural gas, coal, ferronickel 
or uranium exploration 
and exploitation activities 
or which are exclusively 
devoted to providing 
technical services related to 
the hydrocarbons industry 
and are qualified as such 
by the Ministry of Mines, 
qualify under the “special 
exchange control regime” 
and therefore:

Foreign loan 
transactions (including 
international leasing) 
and the transfer of 
profits (paid for with 
currency obtained 
locally) are not 
allowed for this type of 
branches.

Companies that are not covered by 
this exception, or branch offices of 
foreign companies that carry out 
the aforementioned activities and 
voluntarily waive their qualification to operate under the 
special foreign exchange regime for a 10 year term, must 
always bring (channel) the foreign currency obtained from 
their sales in foreign currency back into the Colombian 
foreign exchange market. 

May not purchase any 
foreign currency from 
the regular exchange 
market in Colombia, and 
further they may not 
pay for expenditures 
abroad such as imports 
of equipment and raw 
materials, leasing, etc.; 
these items must be 
paid for directly by their 
home offices abroad. 

In order to pay for local 
purchases and services 
received locally, the 
home offices need to 
bring into Colombia 
in the form of ISCA, 
the necessary foreign 
currency to pay in 
local currency. Some 
exceptions apply that 
allow for the local 
purchase of foreign 
currency and its transfer 
abroad (e.g. when 
the Colombian pesos 
used for the purchase 
of foreign currency 
derived from activities 
developed locally). 

These branch offices 
are allowed to open 
foreign free market 
accounts through which 
they may receive and 
carry out payments in 
foreign currency.

Are entitled to keep 
abroad any foreign 
currency received 
from the exportation 
of oil or any of the 
aforementioned minerals 
or from the provision of 
services related to the 
hydrocarbons industry, 
without having to bring 
back the currency and 
channel it through 
the Colombian foreign 
exchange market (except 
for those funds that must 
be reintegrated to the 
foreign exchange market 
to pay for expenses in 
local currency).

10%

10%

5%

or more of the ownership 
or where any investor 
who has more than

of ownership wants to 
increase it by an additional

or more. 
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Bilateral investments 
protection and promotion 
agreements (“BIT”)

Colombia has in effect BIT’s with: 

China Japan

Norway

Spain

Iceland

United Kingdom 

Liechtenstein 

Peru

India

Switzerland

�Free trade agreements 
with Canada, Chile, Costa 
Rica, Guatemala, Honduras, 
Mexico, El Salvador, the 
European Union, United 
States of America and 
South Korea include an 
investment protection 
chapter as well.

�Currently, the BIT’s 
with Azerbaijan, Brazil, 
France, Kuwait, Qatar, 
United Arab Emirates, 
Russia, Singapore, South 
Korea, Turkey and the 
investment chapter of 
the Pacific Alliance with 
the Associated States 
(Australia, New Zealand, 
Singapore and Canada) 
are either negotiated 
pending approval or under 
negotiation.
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Short title Parties Status Date of 
signature

Colombia - Ecuador 
- Peru - United 
Kingdom Trade 
Agreement  
(2019)

Colombia; Ecuador; 
Peru; United 

Kingdom;
Signed 15/05/2019

Pacific Alliance 
Additional Protocol 
(2014)

Chile; Colombia; 
Mexico; Peru; In force 10/02/2014

Colombia - Israel FTA 
(2013)

Colombia; Israel; In force 30/09/2013

Colombia - Panama 
FTA  
(2013)

Colombia; Panama; Signed 20/09/2013

Colombia - Costa 
Rica FTA  
(2013)

Colombia; 
Costa Rica; In force 22/05/2013

Colombia - Korea, 
Republic of FTA 
(2013)

Colombia; Korea, 
Republic of; In force 21/02/2013

Short title Parties Status Date of 
signature

Colombia - Ecuador 
- EU - Peru Trade 
Agreement  
(2012)

Colombia; Ecuador; 
EU (European 
Union); Peru;

In force 26/06/2012

Colombia-EFTA FTA
Colombia; EFTA 
(European Free 

Trade Association);
In force 25/11/2008

Canada - Colombia 
FTA  
(2008)

Canada; Colombia; In force 21/11/2008

Colombia, El 
Salvador, Guatemala 
and Honduras FTA 
(2007)

Colombia; 
El Salvador; 
Guatemala; 
Honduras;

In force 09/08/2007

Chile-Colombia FTA 
(2006)

Chile; Colombia; In force 27/11/2006

Colombia - United 
States TPA  
(2006)

Colombia; United 
States of America; In force 22/11/2006

These agreements provide a state dispute settlement mechanism for 
the investor, involving a consultation and negotiation stages as well as 
an arbitration stage, which opens the possibility to bring the defaulting 
state to an international court governed by the ICSID (International 
Centre for Settlement of Investment Disputes) rules of procedures for 
arbitration proceedings.
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Short title Parties Status Date of 
signature

MERCOSUR-
Colombia-Ecuador-
Venezuela 
complementation 
agreement

Colombia; Ecuador; 
MERCOSUR; 
Venezuela, 
Bolivarian 

Republic of;

In force 18/10/2004

ANDEAN-EC 
Cooperation 
Agreement

ANCOM (Andean 
Community); EU 

(European Union);
Signed 15/12/2003

ANDEAN-Canada 
Cooperation 
Agreement

ANCOM (Andean 
Community); 

Canada;
In force 31/05/1999

ANDEAN-US Trade 
and Investment 
Council

ANCOM (Andean 
Community); United 
States of America;

Signed 30/10/1998

ANDEAN-
MERCOSUR 
Framework 
Agreement

ANCOM (Andean 
Community); 
MERCOSUR 

In force 16/04/1998

Colombia-Mexico-
Venezuela FTA

Colombia; Mexico; 
Venezuela, 
Bolivarian 

Republic of;

In force 13/06/1994

Chile-Colombia 
Economic Agreement Chile; Colombia; In force 06/12/1993

Short title Parties Status Date of 
signature

LAIA Treaty

LAIA (Latin 
American 

Integration 
Association);

In force 12/08/1980

Cartagena 
Agreement

ANCOM (Andean 
Community); In force 26/05/1969

Colombia - United 
Arab Emirates BIT 
(2017)

Bilateral 
Investment Treaties Signed 12/11/2017

Brazil - Colombia BIT 
(2015)

Bilateral Investment 
Treaties Signed 09/10/2015

Colombia - Turkey 
BIT  
(2014)

Bilateral 
Investment Treaties Signed 28/07/2014

Colombia - France 
BIT  
(2014)

Bilateral 
Investment Treaties In force 10/07/2014

Colombia - Singapore 
BIT 
(2013)

Bilateral 
Investment Treaties Signed 12/07/2013

Colombia - Japan BIT 
(2011)

Bilateral 
Investment Treaties In force 12/09/2011
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Short title Parties Status Date of 
signature

Colombia - Republic 
of Korea BIT  
(2010)

Bilateral 
Investment Treaties Signed 06/07/2010

Colombia - United 
Kingdom BIT  
(2010)

Bilateral 
Investment Treaties In force 17/03/2010

Colombia - India BIT 
(2009)

Bilateral 
Investment Treaties Signed 10/11/2009

BLEU (Belgium-
Luxembourg 
Economic Union) - 
Colombia BIT  
(2009)

Bilateral 
Investment Treaties Signed 04/02/2009

China - Colombia BIT 
(2008)

Bilateral 
Investment Treaties In force 22/11/2008

Colombia - Peru BIT 
(2007)

Bilateral 
Investment Treaties In force 11/12/2007

Colombia - 
Switzerland BIT 
(2006)

Bilateral 
Investment Treaties In force 17/05/2006

Colombia - Spain BIT 
(2005)

Bilateral 
Investment Treaties In force 31/03/2005

Short title Parties Status Date of 
signature

Chile - Colombia BIT 
(2000)

Bilateral 
Investment Treaties Signed 25/01/2000

Colombia - Spain BIT 
(1995)

Bilateral 
Investment Treaties Terminated 09/06/1995

Colombia - Cuba BIT 
(1994)

Bilateral 
Investment Treaties Signed 16/07/1994

Colombia - Peru BIT 
(1994)

Bilateral 
Investment Treaties Terminated 26/04/1994

Colombia - United 
Kingdom BIT  
(1994)

Bilateral 
Investment Treaties Terminated 09/03/1994

* Table obtained at the website of the United Nations - Conference on Trade and Development at  
https://investmentpolicy.unctad.org/international-investment-agreements/countries/45/colombia
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The World Health Organization is 
proud of working side by side with 
the Government and the people of 
Colombia. Together we will succeed, 
together we will forge a more healthy, 
secure and fair future for our 
children and grandchildren.”

Dr. Tedros Adhanom Ghebreyesus
WHO Director-General 

“

Hiring 
employees 
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Territoriality   
and labor law

Employment 
agreements

Therefore, any employment agreement 
entered abroad and performed outside 
Colombian territory is not covered by 
the Colombian labor legislation.  On the 
contrary, if an agreement is executed in 
Colombia or abroad but it is performed 
within Colombian territory, it shall be 
ruled by the Colombian labor law, and the 
parties thereof must be subject to national 
standard regulations. 

The existence of a labor 
relationship does not require 
a special formalization, it is 
presumed when the following 
conditions are met: 

Depending on the employment 
agreement executed between 
the employer and the employee, 
different obligations and duties 
should be observed. Employment 
agreements in Colombia may be 
for an indefinite term or open 
ended, for a fixed term, for 
duration of the work or hired 
services, or to perform occasional, 
accidental or transitory work over 
a period of less than one month.
 
The increasing use of technology 
has required changes in 
employment agreements, such as 
regulation in the use of personal 
electronic devices, adequate use 
of working tools and their use 
in disciplinary processes, which 
should be included in employment 
agreements as well as in the internal 
working regulations to prevent or 
facilitate conflict resolution.

Labor laws apply to all the 
inhabitants of Colombian 
territory, regardless of  
their nationality, 
who have been hired to perform an 
employment agreement in Colombia. 

An employment agreement exists 
whenever an individual agrees to 
render a certain personal service to another individual or 
legal entity, in exchange for a remuneration.

That the services 
are rendered 
personally by the 
employee; 

Under a contin-
ued dependence 
or subordination 
of the employer; 
and 

In return 
of a salary 
(remuneration) 
as compensation 
forthe service. 

1
2
3
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Salary Integral salary 
(all-inclusive compensation)

The employer must pay a 
salary to his employees, which 
is any payment received by 
them in money or in-kind as 
a direct retribution for the 
service, regardless of the 
form or denomination that 
may be adopted (such as 
premiums, salary differentials, 
customary premiums, 
value of supplementary or 
overtime work, value of work 
during mandatory rest days, 
percentages on sales and 
commissions). 

This amount will comprise:

 The salary to be agreed for  
regular work; 

 Payment in advance of the value 
of the benefits, surcharges and 
other benefits that correspond 
to work performed at night, 
overtime on Sundays and 
holidays, legal bonuses, non-
legal bonuses, severance, 
interest on severance, subsidies, 
supplies in species and, in 
general, those included in such 
stipulation, except for vacation, 
which must be paid both when 
enjoyed in time or whenever 
paid in cash. 

 
It is possible to exclude from 
the base for calculation of 
other labor benefits and 
claims, certain payments that 
are made by the employer, 
such as non-mandatory 
bonuses, vacations bonuses, 
Christmas bonuses, etc., 
which have been agreed by 
the parties in conventions or 
contractually for that they 
do not constitute a salary in 
cash or kind as long as it does 
not remunerate the personal 
service rendered. This listing 
is non exhaustive, so other 
type of benefits or assistance 
payments can be considered 
as non-salary payments.
 
Generally, salaries should be 
paid in Colombian currency (in 
the case of Colombian residents 
for exchange control purposes 
- please refer to the chapter on 
Making cross border payments) 
on a monthly, weekly, or daily 
basis, or by piecework. The 
parties can agree to pay the 
salary in cash and in kind, but 
the percentage of salary in kind 
may not exceed 50% of the total 
amount. If the employee earns 
the legal monthly salary, the 
portion received in kind may not 
exceed 30% of total salary.

COP 908,526

13

70%

30% 

Employers and employees may agree, 
in writing, the payment of an integral 
salary, provided the employee is earning 
an ordinary salary above 10 legal monthly salaries plus a payroll 
benefits factor that cannot be of less than 30% of the total salary. 

 
However, the benefit factor  
has to be the benefit factor  
of the employer. 

composed by

legal monthly 
salaries

as salary

as benefit factor

The integral salary cannot 
be less than the

and no employer can pay to an 
employee a salary below this value.
 

For 2021, the legal monthly salary is 

(approx. USD 265),
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Ordinary salary, fringe 
benefits and vacations

Colombian nationals or foreigners residing in Colombia who 
are hired through an employment agreement to be performed 
in Colombia who earn an ordinary salary (as opposed to an 
integral salary), are entitled to receive, in addition to their 
basic monthly salary pay, and overtime compensation for work 
on holidays as well as night work, the following fringe benefits 
and rest days: 

Legal services bonus 

Every employer must pay a bonus 
equal to one month of salary per 
year of service (in two installments, 
one half in June and the second 
half before December 20) to all 
employees who have worked all the 
respective semester or pro rata to 
the time worked.

Footwear and work clothes 

Employers shall deliver every four 
months, free of charge, one pair of 
shoes and one dress for working 
to employees who earn up to 
twice the legal monthly salary. It is 
supplied on April 30, August 31 and 
December 20.

Transportation aid 

Employers must pay, in a monthly 
basis, transportation aid to 
employees who earn up to twice 
the legal monthly salary. While the 
employee is “working at home”, 
this transport aid is changed to a 
connectivity aid.

Vacation pay 

The employee is entitled to 
enjoy 15 working days per 
worked year or in proportion by 
worked fraction for resting and 
recreation purposes.

Interest on severance pay 

It is equivalent to

Severance pay (cesantías) 

Employees are entitled to a 
severance pay consisting of one 
month of salary for every year of 
service provided (and pro rata for 
fractions thereof), which must be 
calculated until December 31st. 
If the salary is variable (e.g., if it 
includes commissions or incentive 
bonuses) or has changed in the last 
three months, the base to calculate 
the severance pay is the monthly 
average salary of the last year. 
Severance payment must be directed 
to the severance fund chosen by the 
employee, before February 15.

12% annual
of the severance and it must be paid 
directly to the employee once a year 
in January.

COP 106,454 
For 2021, the transport aid is 

(approx. USD 31).
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Family day

Employers must promote and 
facilitate one day each 
semester to its employees, 
to share with their family in a space provided by 
the employer or in a space provided by the Family 
Compensation Fund. The family day must be guaranteed 
as part of a workday without affecting mandatory rests.

Working hours

The maximum duration of the legal ordinary workday is equal to eight hours 
per day. The maximum duration per week is equivalent to forty-eight hours. 
Authorization from the Ministry of Labor for working overtime is required, 
when employees work for more than the maximum working hours. 

As stated in labor law, the 
ordinary working day (daylight)  
is from 

Those employees that have functions of direction, 
trust or management as well as those employees 
who are engaged in discontinuous or intermittent 
or in activities of simple vigilance (provided they 
reside on the working place) are excluded from the 
rules regarding maximum workday.

While the working night is from 

which must be compensated 
with a surcharge of 

Also, overtime during the day 
shall be paid with a surcharge 
equivalent to

Overtime pay for night work is 
equivalent to

Business & Investment Guide 2021 ª Hiring employees

6:00 a.m. 
to 9:00 p.m

9:00 p.m. 
to 6:00 a.m. 
 

of the ordinary 
hours value35%

of the ordinary 
hour value. 25%

of the ordinary 
hour value. 75%
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Termination of 
employment agreements

Remote work Parental leave

Maternity leave for every 
employed pregnant 
or adoptive mother in 
Colombia is granted for 
eighteen weeks. According 
to labor law, mothers are 
entitled to enjoy two weeks 
before the childbirth and 
sixteen weeks after said 
childbirth. Pursuant to the 
mother’s choice, one of 
the two weeks before the 
childbirth can be enjoyed 
postpartum, which means 
that the maternity leave 
will last seventeen weeks 
after childbirth. Adoptive 
mothers are entitled to this 
maternity leave.

The father of the newborn 
is entitled to have eight 
working days of paternity 
leave.

When ending an indefinite term employment agreement without fair 
cause, the employer must indemnify the employee in the following terms:

The indemnity may vary depending of 
the seniority of the employee with the 
company. The above rule only applies 
for employees who as at December 
27, 2002, had worked less than 10 
years with the company. Otherwise, the 
indemnity will be 45 days for the first 
year and 45 for each additional year or 
fraction thereof of work. 

When terminating a fixed term 
agreement without fair cause the 
employer has to pay an indemnity equal 
to the amount of salaries still payable 
through the end of the term of the 
original employment agreement, or the 
amount of salaries corresponding to 
the time remaining for the agreed-upon 
task to be completed. 

Characteristics Indemnification

Employees who earn 
up to 10 legal monthly 
salaries.

30 days  
of salary when the employee has been hired for a period not 
exceeding one year.

If the employee has been continuously hired for more than 
one year, he/she will be entitled to twenty additional days of 
salary in addition to the basic 30 days of the first year and pro 
rata for fractions of a year.

Employees who earn 
more than 10 legal 
monthly salaries.

20 days  
of salary when the employee has been hired for a period not 
exceeding one year.

If the employee has been continuously hired for more than 
one year, he/she will be entitled to 15 additional days of salary 
in addition to the basic 20 days of the first year and pro rata 
for fractions of a year.

Autonomous 

Independent workers 
or employees use 
technology to carry out 
their tasks, executing 
them from anywhere. 

Mobile

Employees use mobile 
devices to carry out 
their activities without 
a specific place to 
perform them. 

Supplementary

Employees alternate between working at the office and 
other fixed place (at least two days a week) - Telework. 
This is regulated by law and imposes a series of 
obligations to the employer, such as informing the Labor 
Risks Administrator (ARL per its initials in Spanish) about 
its implementation, and providing all the working tools, 
including connectivity, software and energy. 

Due to the COVID-19 
pandemic, the Government is 
requesting employers to allow 
their employees working from home, without 
applying the rules for telework. 
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Collective dismissal

Employer must obtain previous authorization from the Ministry of 
Labor to carry out a collective dismissal, otherwise, the termination of 
employment agreements would not have any effect. 

Collective dismissal qualification depends in the company’s total 
employees and the percentage of labor agreements to be terminated 
without fair cause within a period of six months, as follows: 

Percentage of labor 
agreements to be terminated 
without fair cause

Total number of employees 

30% More than 10 employees  
and less than 50.

20% More than 50 employees  
and less than 100.

15% More than 100 employees  
and less than 200.

9% More than 200 employees  
and less than 500.

7% More than 500 employees  
and less than 1.000.

5% More than 1.000 employees.
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Workplace  
harassment

Any persistent and demonstrable conduct 
before an employee by another employee or 
employer, seeking to infuse fear, intimidation, 
terror, distress, cause labor demotivation or 
lead to the employee’s resignation is deemed 
as workplace harassment. 

Law considers workplace harassment the 
following conducts:

�labor 
mistreatment, 

�labor  
obstruction, 

�labor  
persecution, 

�labor inequity and 
labor deprotection. 

�labor 
discrimination, 

Employees arguing being subject  
to workplace harassment  
conducts will have labor stability for six months. 

1

4

2

5

3

Temporary services 
agencies (“TSA”)

TSA’s are entities who hire services 
with third-party beneficiaries 
to temporarily assist in the 
development of their activities 
through the work of individuals, 
hired directly by the TSA, which 
will act as the employer.

The user companies (beneficiary) 
can hire employees through the 
TSA only in three events: 

If the six months of the allowed 
extension are completed and 
the original cause of the specific 
service under contract subsists; 
this will not extend the contract 
and entering into a new one with 
the same or with different TSA for 
the provision of that service.

Business & Investment Guide 2021 ª Hiring employees

 For occasional, incidental or 
transitional measures for a 
period up to one month; 

 Replacement of employees on 
vacation, leave, sick leave or 
maternity leave; and 

 To support increases in 
production for seasons for a 
period up to of six months, 
extendable up to six months. 
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Social security

The social security system 
includes the pensions system, 
the health system, the 
labor risks system and the 
payroll taxes contributions. 
Every employer is under 
the obligation to enroll its 
employees to the social 
security system and to make 
the corresponding monthly 
contributions on time. 

As long as foreign employees are 
covered by the pension system 
in their home country or in 
another country, they would not 
be obliged to be enrolled and to 
pay monthly contributions to the 
pension system. 

The obligation to contribute to 
the social security and payroll 
taxes are summarized in the 
following chart and notes:

NOTES

(1) Contributions to the social 
security system (pensions, solidarity 
fund, health and professional risks) 
shall be calculated over the ordinary 
salary earned by the employee. 
Nevertheless, if the monthly salary 
is more than twenty-five times the 
legal monthly salary, contributions 
to the social security regime will be 
calculated over the maximum basis of 
25 legal monthly salaries. Non-salary 
payments agreed upon between the 
employer and the employee are not 
included in the bases to calculate 
social security calculations, if they 
do not exceed 40% of the employees’ 
remuneration. If these non-salary 
payments exceed the 40%, the 
difference will be subject to social 
security contributions.

Companies that are subject to 
the income tax and related taxes, 
consortiums, temporary unions, free 
trade zone users that have not signed 
legal stability agreements and trusts, 

are exempted to pay the 8,5% of 
the employer’s health contribution, 
but only over the payroll of those 
employees who earn less than 10 
legal monthly salaries. There is still 
the obligation for the companies 
of paying the remaining 4% of 
employee’s health contribution.

(2) In case of employees earning 
integral salary, 70% of salary will be the 
basis. However, if 70% of the integral 
salary is more than twenty-five times 
the legal monthly salary, contributions 
to the social security regime will be 
calculated over the maximum basis of 
25 legal monthly salaries.

(3) The contribution to the Solidarity 
Fund only applies for employees who 
earn more than four legal monthly 
salaries. This payment is equivalent 
to 1% of the monthly salary, but in 
the case of employees earning more 
than 16 legal monthly salaries the 
rate will be increased as follows: 

between 16 and 17 legal monthly 
salaries will pay an extra 0,2%; 
between 17 and 18 legal monthly 
salaries an extra 0,4%; between 18 
and 19 legal monthly salaries an 
extra 0,6%; between 19 to 20 legal 
monthly salaries an extra 0,8% and 
between 20 and 25 legal monthly 
salaries an extra 1%. Contributions 
to the solidarity fund also have the 
ceiling of 25 legal monthly salaries.

(4) Actual rate depends on a legally 
established scale based upon the 
degree of risk represented by the 
economic activity the company 
undertakes. The social security 
office makes the classification at the 
moment of enrollment. Contributions 
to the professional risks also have the 
ceiling of 25 legal monthly salaries.

(5) Contributions to SENA, ICBF, 
Family Compensation Fund (payroll 
taxes) shall be calculated over 
the ordinary salary earned by 

the employee, including any paid 
rest, such as vacations. In case of 
employees earning integral salary, 
70% of salary will be the basis. Non-
salary payments agreed upon between 
the employer and the employee are 
excluded of payroll taxes. Payroll taxes 
do not have any ceiling. 

Companies that are subject to 
the income tax and related taxes, 
consortiums, temporary unions, 
free trade zone users that have not 
signed legal stability agreements 
and trusts are exempted to pay 
the 5% of the payroll taxes that is 
designated to the Colombian Family 
Welfare Institute (ICBF-3%); and to 
the National Learning Service (SENA-
2%), but only over the payroll of 
those employees who earn less than 
10 legal monthly salaries. There is 
still the obligation for the companies 
of paying the remaining 4% of the 
payroll taxes designated to the Family 
Compensation Funds.

Basis Rate Employer Employee

Pension Salary (1) (2) 16% 12% 4%

Health Salary (1) (2) 12.5% 8.5% 4%

Solidarity fund Salary(1) (2) (3) 1%-2% N/A 1%-2%

Professional Risk Salary(1) (2) (4) 0.348%  
-8.7%

0.348%  
-8.7% N/A

SENA, ICBF, Family Compensation Fund (payroll taxes) Salary (5) 9% 9% N/A
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Other minimum 
obligations at a glance

Internal work regulations Applies to commercial companies with more than five permanent employees, 
industrial companies with more than 

10 employees 

and agricultural with more than 

20 employees 

Safety and hygiene rules Applies for employers with more than 

10 employees 

Safety and health at work system – SGSST Applies to all companies with at least one employee.

Coexistence committee and safety and 
health committee (COPASST)

Applies to all companies.  However, the COPASST is not mandatory in companies 
with less than 

10 employees, 
but in any case, a responsible for health and security matters is required. 

Nursing family 
friendly rooms

Applies to companies with a capital equal or higher to 

1,500 legal monthly salary,
or with a lower amount of capital but more than 

50 employees 
* Companies with less than 1,000 employees must  

comply with this obligation by 2023.
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Bringing 
foreign 
personnel 

Colombia is steadily growing as a 
popular retirement haven. Expats 
report being happier and healthier 
and their cost of living is a lot lower 
than it was back home”.

International living“
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Immigration 
obligations

Visa 

Foreigners require a visa to 
enter Colombia and to carry 
out of specific activities within 
Colombian territory.  The 
required type of visa will 
depend on the activity to be 
carried out and the period of 
the assignment.

Visa registration  
and foreign identification card 

Foreigners with a visa granted 
for more than 90 days must 
obtain a foreign identification 
card, which fulfills exclusively 
foreigner’s identification 
purposes in the Colombian 
territory. Its use must be 
in accordance with the visa 
granted, since the validity of 
this document will be equal as 
the visa. 

Profession

Foreigners that intend to 
perform a regulated activity 
in Colombia are required to 
have a temporary permit/
license, validate their 
bachelor’s degree, obtain 
a professional permanent 
permit or a certificate of the 
competent professional council 
in Colombia. If that is the case, 
the foreigner must present 
his/her diploma and grades 
certificate duly apostilled or 
legalized (depending on the 
country of issuance of the 
documents) to obtain the 
temporary permit/license.

Reports before  
the migratory authority 
(Migración Colombia) 

Individuals or legal entities 
who link, contract, employ 
or admit a foreigner through 
any modality, especially a 
labor or civil relationship that 
generates a benefit, must 
report to Migración Colombia 
through the information and 
reporting system of foreigners 
(“SIRE” platform per its initials 
in Spanish) the start and end of 
the activity, within 15 calendar 
days following the occurrence 
of the event, accompanied by 
the authorization to execute 
regulated activity, if applicable.

Unique Registry of Foreign 
Workers in Colombia (“RUTEC” 
per its initials in Spanish) 

Legal entities hiring foreign 
personnel must file the RUTEC 
before the Ministry of Labor, 
within the following 30 calendar 
days from the initiation/
finalization of the contract.

The required type of visa will depend on the activity to be 
carried out and the period of the assignment.

Foreigners require a visa to enter 
Colombia and to carry out of specific 
activities within Colombian territory.  
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Visas

Depending on the activities that the foreigner is going to 
carry out in Colombia, different types of visas may apply:

Colombia controls and regulates the entry, 
residency and departure of foreigners. 
The first-time application for visas can be submitted abroad to any 
Colombian Consulate or to the Ministry of Foreign Affairs in Bogota.

Visitor (V) Visa

 Foreigners who wish to visit 
the country one or more times 
or to remain temporarily 
without settling.

 Most common types are 
business visa, temporary 
services visa, temporary 
technical visa.

 Its validity is for up to  
two years.

Resident (R)Visa

 Foreigners who wish to settle 
permanently in the country 
and meet certain conditions.

 Its validity is for five years.  
However, this visa loses 
validity if the foreigner 
remains continuously outside 
Colombia for a period equal or 
greater than two years.

Migrant (M) Visa

 Foreigners who wish to 
enter and/or remain in the 
country with the intention of 
establishing themselves and 
do not meet the conditions to 
apply for a resident visa.

 Most common types are 
temporary work visa, 
temporary visa for spouse 
or permanent companion of 
Colombian national, temporary 
student visa, Mercosur 
agreement visa.

 Its validity is for up to three 
years.  However, this visa 
loses validity if the foreigner 
remains continuously outside 
Colombia for a period equal or 
greater than 180 days.

1 2 3

Tourist walking 
around the walled 
city in Cartagena 
de Indias
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Entry and 
permanence permits

Nationals of countries that have 
visa exemption agreements with 
Colombia do not require a visa to 
enter the country as visitors. These 
foreigners will enter and stay in 
Colombia with a special permit that 
will depend on the activities that 
they will undertake during their 
stay in Colombia. 

The entry and stay permits for 
foreigners are:

PT: Tourism permit

PID: Integration  
and development permit

POA: Permission  
to develop other 
activities

The Ministry of Foreign Affairs is 
also entitled to determine which 
countries do not require a visitor 
visa to enter Colombian territory. 

Hiker in colombian 
paramo highland 
of Cocuy National 
Park, surrounded 
by the beautiful 
Frailejones 
plants, Espeletia, 
Colombia, South 
America

180
Foreigners holding permits may 
not exceed 180 days continuous or 
discontinuous of permanence within 
the calendar year.
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Cyprus
Korea (Republic of)
Costa Rica
Croatia
Denmark
Dominica  
Ecuador
El Salvador
United Arab Emirates
Slovakia
Slovenia
Spain
United States of America
Estonia
Fiji
Philippines
Finland
France
Germany

Georgia
Grenada
Greece
Guatemala
Guyana
Honduras
Hungary
Indonesia
Ireland
Iceland 
Marshall Islands
Solomon Islands
Israel
Italy
Jamaica
Japan
Kazakhstan
Latvia
Liechtenstein

Albania
Andorra
Antigua and Barbuda
Argentina
Australia
Austria
Azerbaijan
Bahamas
Barbados
Belgium
Belize
Bolivia
Brazil
Brunei Darussalam
Bulgaria
Bhutan
Canada
Czech (Republic)
Chile

Lithuania
Luxembourg
Malta
Mexico
Micronesia
Moldova
Monaco
Montenegro
Norway
New Zealand
Netherlands
Palau
Panama
Papua New Guinea
Paraguay
Peru 
Poland
Portugal
UK and Northern Ireland

Dominican Republic
Romania
Russia
Saint Kitts and Nevis
Samoa
San Marino
St. Lucia
Holy See
St. Vincent and the 
Grenadines
Serbia
Singapore
Sweden
Switzerland
Suriname
Trinidad & Tobago
Turkey
Uruguay
Venezuela

The following are the countries whose nationals do not require a 
visa to enter Colombia as visitors:
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Special permit of permanence for 
Venezuelan nationals (“PEP”)

The validity of the PEP is 90 
days extendable up to two years. 
Likewise, its validity ends if the 
Venezuelan citizen obtains a visa.

The PEP does not replace the 
passport and it will not be valid 
as a travel document to leave and 
enter the country.

The conditional nationalities 
must present a visa to enter 
the country, regardless of the 
activity to be carried out. These 
nationalities can be consulted on 
the official website of the Ministry 
of Foreign Affairs of Colombia.

Although Cambodia, Nicaragua, 
Myanmar, Mainland China, 
India, Thailand and Vietnam are 
restricted jurisdictions, their 
citizens may be authorized 
to enter Colombia without a 
Colombian visa if they fulfill one 
of the following conditions: 

 To be a holder of a residence 
permit in a member state of the 
Schengen area or in the United 
States of America.

 To be a holder of a Schengen visa 
of Type C or D, or a visa to The 
United States in any category 
other than Class C-1 transit. 

 For Nicaraguan nationals this will 
also apply if they are holders of 
a Canadian visa, different from 
a transit visa, or a permit of 
permanent residence in this country. 

The PEP is granted only to Venezuelan 
nationals in Colombian territory, which 
allows them to temporarily remain under 
a regular immigration status and access the institutional 
offer in matters of health, education and work. 

50

Usaquen flea market on a sunny morning, 
merchants sell antiques, crafts, jewelry and 
other products, very crowded by tourists, in the 
traditional neighborhood Usaquen in north of 
Bogotá Colombia
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Trading 
cross border
We are an ideal destination for 
nearshoring, we have identified 
that companies are increasingly 
inclining to diversify their risks, 
boost efficiency of their supply 
and production chains, and 
search for a greater proximity 
with their consumer, and in that 
sense, Colombia offers immense 
advantages.

We are a platform to reach to 
third markets, we count on 17 
commercial agreements that 
allows us to have access to more 

than 60 countries and to more 
than 1.600 million consumers in 
the world.

Colombia establishes and 
consolidates a win-win 
relationship between investors 
and our country. We are a unique 
country which offers optimal 
conditions to conduct business, 
therefore, the company which 
decides to settle or reinvest in 
Colombia can be convinced that it 
counts with necessary institutional 
support in order to translate 

investments in successful and 
profitable businesses.

We have four active axes of action, 
measures and incentives in order 
to create investment opportunities; 
we have new regimes such as 
mega investments; we have 
specific regional actions to attract 
strategic sectors; we have an 
specific strategy which has to do 
with nearshoring, whereby we are 
working with territorial entities so 
they can benefit, and we also have 
facilitation tools.”

Flavia Santoro
ProColombia CEO

“
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Imports

As a general rule, there are no restrictions 
on the import of goods into Colombia, 
except for the introduction of specific 
goods that require import licenses (e.g. 

used, remanufactured or refurbished goods) 
or import registration (e.g. human, vegetal or 
animal health products or subject to technical 
regulation), both of which have to be issued 
prior to the importation process; or those that 
are not allowed to be imported for security and 
public health reasons (e.g. nuclear waste). (For 
payment of imports of goods please refer to the 
chapter on Making cross border payments).

Imports are understood as the entry of goods 
into the National Customs Territory (“NCT”) from 
abroad or from a free-trade zone. Imports may 
be done under the following main modalities: 

Ordinary imports

Refers to the introduction 
of goods of foreign origin 
into the NCT to remain there 
indefinitely, on free circulation, 
paying of the respective import 
duties (customs duties and 
VAT). The majority of imports 
into Colombia are ordinary.

Temporary imports

Under this modality there is 
total or partial suspension of 
the payment of import duties on 
the import of certain goods that 
must be cleared or re-exported 
within a specific time in the 
same original condition (except 
for the normal depreciation 
originated in their use). Under 
temporary imports, goods may 
be used in the country while 
remaining subject to customs’ 
control. Temporary imports may 
be short-term and long-term.

Short-term temporary imports 
are allowed for capital goods (as 
defined by customs regulations) 
and other special cases 
considered in the customs law. 
The maximum term allowed 
under this modality is six 
months, extendable for up to 
three additional months. If a 
longer stay of the goods in the 
country is required due to their 
intended use, the importer may 
request an authorization to the 
Customs Authority (“DIAN”) 
to extend this period for three 
additional months, and up to 
six months. Consequently, the 

maximum term may be up to 
one year. Under this modality, 
import duties are not payable. 

Long-term temporary 
imports are allowed for 
capital goods (as defined by 
customs regulations) and 
their accessories or spare 
parts, as long as they arrive 
within the same shipment. 
The maximum term permitted 
for this modality is five 
years. Import duties are 
calculated on the date the 
import declaration is filed. 
However, the same are paid in 
semiannual installments up to 
the fifth year, from the date in 
which the import declaration 
was filed and while the good 
remains in the country. 

Semiannual installments must 
be converted to Colombian 
pesos at the current exchange 
rate for customs purposes, at 
the time of payment. 

It is possible to submit before 
the DIAN a request for an 
extension of the five-year 
term, justified in the needs of 
the importer and the activities 
that will be developed with 
such equipment within 
Colombia. Nonetheless, 
customs duties must be paid 
within the five-year period.

When capital goods and their 
accessories or spare parts are 
subject to a lease agreement 
(with or without a purchase 
option), the goods could be 
imported under a long-term 
temporary import. 

As a general rule, there are no restrictions 
on the import of goods into Colombia, 
except for the introduction of specific goods that require  
import licenses.

52

Introduction

Setting up a business

Making investments

Hiring employees

Bringing foreign personnel

Trading cross border

Making cross border payments

Keeping the accounting records

Paying corporate taxes

Paying personal taxes

Relevant data

Colombia  Business & Investment Guide 2021 ª Trading cross border



Import duties Tax benefits 
on imports 

Customs valuation 

The harmonized tariff schedule (“HTS”) code is 
applied in Colombia, which determines what is 
the applicable customs duty tariff 

Tax laws provide that, among 
others, the following imports do 
not trigger VAT: 

When it is not possible to apply the “transaction value” 
method (method No. 1), the other valuation methods 
must be applied in consecutive order until the first one 
that allows establishing the customs value is found.

Secondary valuation methods are: 

for every subheading (10 digits). Several 
custom duties are temporarily reduced to 
0% for raw materials and capital goods not 
produced in Colombia.

These customs duty tariffs may vary provided 
the existence of a free trade agreement signed 
by Colombia if the imported good fulfil the 
origin requirements. 

VAT on imports is generally assessed over 
the CIF value of the imported goods, plus 
the applicable customs duty. 

In some 
cases 

The customs value of imported goods 
is the transaction value, that is, the 
price actually paid or payable for the 
goods when sold
for export to the country of importation, adjusted in 
accordance with the provisions of article 8 of WTO 
Value Agreement. 

 Import of machinery of 
equipment, as long as said 
machinery or equipment is 
not produced in the country, 
intended to recycle and 
process garbage or waste.

 Ordinary import of 
industrial machinery that 
is not produced in the 
country, destined for the 
transformation of raw 
materials. Once ALTEX 
qualification ends, this 
benefit will pass to exporters 
authorized as AEO. 

 Temporary import of 
heavy machinery for basic 
industries, as long as said 
machinery is not produced 
in the country.

10%

35%15%

Method n.º 2: 

Transaction 
value of 
identical goods

Method n.º 5: 

�Reconstructed 
value 

Method n.º 3: 

Transaction 
value of   
similar goods

Method n.º 6: 

Last resource

Method n.º 4: 

Deductive value

0%

5%
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USD 
5,000,000 

100 import

12 months. 

Exports Special customs 
qualifications

Transit

Exports are understood as the 
exit of goods from the NCT 
to the rest of the world or 
from the NCT to a free-trade 
zone. In Colombia, exports are 
not subject to any customs 
duty and are VAT exempted 
(zero rated).  (For payment of 
exports of goods please refer 
to the chapter on Making cross 
border payments).

Permanent Customs 
Users (“UAP”) 

Transit allows the transportation 
of domestic or foreign goods, 
subject to customs’ control, 
within the NCT. 

 Carried out foreign trade 
operations in the previous 
12 months with a FOB value 
higher than

 Or reported such value as a 
yearly average during the past 
three years; and

or export declarations in the past

 filed at least 

UAP is a qualification 
granted by the DIAN to 
companies that:

Automatic release of the 
imported goods; 

Granting of a global 
guarantee that covers all the 
foreign trade operations; 

Possibility of importing 
raw materials and inputs 
as temporary import for 
industrial processing 
regime; and 

Making a consolidate 
payment of the import duties 
within the first 5 days of the 
following month in which the 
importations took place. 

Currently, 
the Customs 
Administration is 
no longer granting 
this qualification 
and the same will be in force 
until the end of the sanitary 
emergency declared due to the 
COVID-19 pandemic.

Companies recognized as UAP are 
entitled to the following benefits: 
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ALTEX is a qualification granted by the 
DIAN to companies that: 

 tExported a value higher than FOB 

 USD
 2,000,000 
 in the previous 12 months; and 

 The value of exports represents at least 30% 
of the amount of its total sales in the same 
period. If such requirements are not met, 
the company must certify exports for a value 
higher than FOB 

 USD
 21,000,000 

Apt User is a unilateral 
nomination made by the 
DIAN to those importers 
and/or exporters considered 
“eligible” according to the 
risk management criteria of 
said entity.

Companies nominated are 
entitled to the following 
benefits: 

Companies recognized as ALTEX are 
entitled to the following benefits: 

 No physical inspection of goods; 

 Granting of a global guarantee that 
covers all the foreign trade operations 
carried out by the ALTEX; 

 Possibility of importing raw materials 
and inputs as temporary import for 
industrial processing regime; and 

 No VAT for ordinary imports of industrial 
machinery that is not produced in the 
country and is used to transform raw 
materials. 

Highly Exporting Users 
(“ALTEX”) 

Apt User (Usuario Apto) 

 Obtain the automatic release 
of imported goods; and 

 Make a consolidate payment 
of the import duties within 
the first five days of the 
following month in which the 
importations took place.

Currently, the Customs 
Administration is no longer 
granting this qualification 
and the same will be in force 
until the end of the sanitary 
emergency declared due to 
the COVID-19 pandemic.
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Free-trade zones

A free-trade zone is a geographical area defined within the national 
territory, for the development of industrial activities of goods, 
services or commercial enterprises, subject to a special tax, customs 
and foreign trade regime.

There are four kinds of free-trade zones: 

Goods entering these zones are considered to be kept 
outside of the NCT for customs purposes, therefore, 
no import duties (custom duty and VAT) on goods 
imported from abroad to a free-trade zone are 
triggered until they enter to the NCT.

Benefits applicable include the following: 

The free trade zone regime intends 
to promote the creation of new jobs, 
new investment in productive fixed real assets and   
scale economies.

The permanent or 
“multiuser” free-trade 
zones,  which are 
specific and qualified 
geographical areas 
where various companies 
are established for 
the development of 
activities; 

1
The special permanent or 
“single-enterprise” free-
trade zone in which one 
company is authorized 
to develop its industrial 
or services activities in a 
given area of the national 
territory;

2
Off-shore free-trade 
zones located in any part 
of the offshore national 
territory dedicated 
exclusively to offshore 
hydrocarbon technical 
evaluation, exploration 
and production 
activities, as well as 
logistics, compression, 
transformation, gas 
liquefaction activities 
and other activities 
directly related to the 
hydrocarbon sector 
offshore; and

3
The temporary free-
trade zone, defined as a 
given area of the national 
territory for national and 
international trade fairs, 
exhibitions, conferences 
and seminars.

4  Special reduced corporate income tax rate 
of 20% applies to legal entities qualified as 
industrial users of goods and/or services 
or operator users in a free-trade zone, 
either permanent, special or off-shore. 
Commercial users in a free-trade zone are 
subject to the general corporate income 
tax rate. (Please refer to the chapter on 
Paying corporate taxes).

 The sale of raw materials, spare parts 
and/or finished goods from the NCT to an 
industrial user of goods and/or services 
are VAT exempted, provided that they are 
required for the development of the user’s 
economic activity. This VAT exemption also 
applies on sales between industrial users.
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Colombia has various FTA’s in force allowing the importation of goods, 
in most cases with a 0% customs duty rate, depending on the applicable 
subheading under which the good is classified. The most significant 
FTA’s are the following

Free trade agreements (“FTA”)

FTA US-Colombia FTA European Union – Colombia

FTA Canada-Colombia FTA Mexico-Colombia

FTA Chile-Colombia FTA Guatemala, Honduras and 
Salvador–Colombia

Andean Community Agreement with Peru, Bolivia, 
Ecuador and Colombia

FTA Israel -Colombia

FTA South Korea-Colombia

European Free Trade Association-EFTA- States 
(Switzerland, Norway, Iceland and Liechtenstein)

Economic Complementation Agreement 
Mercosur (Argentina, Brazil, Paraguay, 
Uruguay and Colombia)

Economic Complementation Agreement Cuba-Colombia Partial Preferential Agreement  
with Venezuela 

Agreement on Trade, Economic and Technical Cooperation 
between Colombia and CARICOM (Trinidad and Tobago, 
Jamaica, Barbados, Guyana, Antigua and Barbuda, Belize, 
Dominica, Granada, Montserrat, Saint Kitts and Nevis, 
Saint Lucia, Saint Vincent and the Grenadines).

Framework agreement of Pacific 
Alliance (Colombia, Chile, México  
and Peru)

Currently, the FTA’s 
with Panama and UK are 
negotiated and pending 
for approval and the FTA’s with Japan and 
Turkey are under negotiation.
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Plan Vallejo 

Plan Vallejo is divided in the following kind of programs:  

Plan Vallejo is a special import-export 
regime that allows temporary imports 
for raw materials, supplies, 
intermediate goods, capital goods and/or spare parts that will 
be used in the production of goods or services for export. The 
arrangements provide full or partial exemption from import 
duties at the time of importation. 

Raw materials 

�It grants suspension of import duties 
applicable to inputs and raw materials, 
to be totally or partially exported after 
having undergone transformation  
in Colombia. 

Services 

Companies can request an 
authorization to temporary import 
into Colombia certain goods with 
no payment of import duties. 
Usually this type of Plan Vallejo is 
applicable to the export of services 
provided by companies whose main 
activity consists on transmission, 
distribution, and commercialization 
of electric energy services; 
telecommunications and software; 
passenger air transportation; 
engineering, amongst others. 

Capital goods 

Under a modality that allows 
importation of capital goods and 
spare parts with no customs duty and 
deferring the payment of the VAT; 
or under the modality that allows 
importation of capital goods and spare 
parts deferring VAT payment. 

Replacement or junior 

It grants the exporter of goods the 
right to replace, through a new 
import, with the suspension of 
import duties, the raw materials or 
inputs that have been used in the 
production of such goods, when all 
import duties were originally paid 
upon the initial import. 

On October, 2020, the Ministry 
of Commerce, Industry and 
Tourism issued regulations 
that establishes transitory 
provisions for accessing and 
complying with Plan Vallejo 
programs, with the aim of 
making the requirements more 
flexible, streamlining exports 
and reactivating the economy.  
This program is intended to last 
18 months. 
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Authorized Economic 
Operator (“AEO”)

Individuals or legal entities established in Colombia may 
request before the DIAN an authorization as AEO. The 
applicant may choose, either individually or simultaneously, 
between the AEO security and facilitation category and the 
AEO sanitary security and facilitation category. AEOs are 
recognized as part of the international supply chain that 
fulfills the minimum conditions set forth by the Government, 
and consequently, guarantees safe and reliable foreign 
trade operations. 

Currently, the authorization as an AEO is contemplated for 
exporters, importers, customs brokers and port facilities and 
port operator.  Foreign operators that obtain qualification as 
an AEO may have, among others, the following benefits: 

International Trading 
Companies (“ITC”)

ITC’s are companies registered 
before the Customs Authority 
whose main purpose is 
the export of Colombian 
products. These products are 
purchased in Colombia or are 
manufactured by the ITC’s 
shareholders. 

The benefits of these 
companies, among others, are 
the following: 

 Exemption from VAT on their 
purchases of goods, as long as 
these are effectively exported; 
and 

 The intermediary production 
services that these companies 
receive are equally exempt from 
VAT, as long as the final product 
is effectively exported.

Recognition 
as a safe and 
reliable trader 
by the Customs 
Authorities;

Use of special 
simplified 
procedures during 
audit or inspection;

Access to mutual 
recognition 
agreements with 
other countries.

Fewer audits, 
physical inspections 
and documentation 
requirements; 

Non-constitution of 
a global guarantee 
for the development 
of its operations;

Consolidation 
of import duties 
payments;

Open 
communications 
with the Customs 
Authorities; 

Access to training 
provided by 
the Customs 
Authorities; 

On-site customs 
clearance for 
exports.

exporters, importers, customs brokers and port 
facilities and port operator.

Currently, the authorization as  
an AEO is contemplated for 
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Making 
cross border 
payments 

This new award makes us proud and 
motivates us to continue working 
with our brand Marca País with 
conviction and persevering in the 
optimism, to show the investors 
of the world the best of Colombia 
and hand in hand with direct 
foreign investment continue our 
path of reactivation, growth and 
competitiveness.”

Colombia es chosen as the best country 
Brand in Latin America in 2020 at the 
Country Brand Brand Awards

Flavia Santoro
ProColombia CEO 

“
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All Colombian citizens living in Colombian 
territory, foreigners who have lived in Co-
lombia for 183 continuous or discontinu-
ous days within a 365 days period, as well 

as any State owned entity, private companies and 
branch offices of foreign entities registered in Co-
lombia are considered “residents” for Colombian 
foreign exchange control purposes and are sub-
ject, in general, to the provisions of the foreign ex-
change regime. 

Compliance with the exchange control 
regime is jointly supervised by the Office of 
the Superintendence of Companies, and the 
Colombian Tax Authority (“DIAN”). The Office 
of the Superintendence of Finance has the 
competency for the financial institutions. 

As a general rule, all legal entities and individuals deemed 
as Colombian residents for exchange control purposes, 
undertaking operations with non-residents, are subject to the 
provisions of the Colombian exchange control regime,
 which covers mainly handling certain transactions through the foreign exchange market 
(this is, through foreign exchange intermediaries such as commercial banks, or using bank 
accounts registered and reported to the Central Bank, so called compensation accounts) 
and reporting obligations to the Colombian Central Bank (Banco de la República). 

Non-compliance is subject to penalties that can 
range from up to: 

Of the amount of the operation 
for international investments and 
foreign loans, to

200%

Of the value for any other type 
of operations or fixed penalties 
amounts determined over Tax 
Value Units.

100%

Foreign exchange market 
and operations of mandatory 
channeling through the 
foreign exchange market 

As a general rule, all obligations and 
liabilities derived from agreements, 
contracts and other operations signed 
between Colombian residents must 
be paid in Colombian currency. Some 
exceptions apply for 

 Payments between certain 
companies or branch offices 
of the hydrocarbons and 
mining sector (please refer 
to the chapter on Making 
investments) 

 Payments made through 
compensation accounts 
hold by Colombian debtor-
creditor residents 

 Other transactions such 
as payment of insurance 
premiums, purchases in 
duty frees, and international 
flight tickets or freights. 
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Also, as a general rule, payments 
between Colombian residents and non-
residents are paid in foreign currency. 
Some of these transactions must be reported to the Central Bank 
and channeled through the foreign exchange market which are 
referred to as “operations of mandatory channeling through the 
foreign exchange market”. 

��Imports and exports 
of goods;

��Endorsements and 
warranty bonds

��Foreign capital 
investments in 
Colombia and related 
yields;

��Foreign loans and 
related financial 
costs; 

��Derivatives.

���Colombian capital 
investments abroad 
and related yields;

��Financial investments in securities issued 
abroad, investments in assets located abroad 
and related yields, unless the investment is 
made with foreign currency from transactions 
that are not required to be channeled through 
the exchange market;

These transactions are: 

A six-month mandatory 
deposit is established for the 
following foreign exchange 
operations, among others: 

 Exports financing; 

 Portfolio investments, and 

 Foreign loans. However, the 
percentage that has to be 
deposited is currently 0%.

All other operations which are 
not of mandatory channeling 
through the foreign exchange 
market, such as services, 
which are referred to as “free 
market operations” are not 
required to be reported to 
the Colombian Central Bank 
but could be voluntarily 
completed through the 
foreign exchange market. 

Import of goods

Export of goods

The importer of record is the 
only resident entitled to pay for 
the import of goods through 
the foreign exchange market. 
Therefore, it is not possible to 
make payment of imports on 
behalf of third parties. 

Payment should correspond to 
the total amount of the imported 
goods as reported in the import 
declaration. Payments for higher or 
lower amounts should be justified 
in a valid market reason such as a 
discount from prompt payment or 
volume, and documented properly. 

The exporter of record is the 
only resident entitled to receive 
the payment for the export of 
the goods through the foreign 
exchange market. Therefore, it is 
not possible to receive payment of 
exports on behalf of third parties. 

Payment received should 
correspond to the total amount of 
the exported goods as reported in 
the export declaration. Payments 
received for higher or lower 
amounts should be justified in 
a valid market reason such as a 
discount from prompt payment or 
volume, and documented properly.
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Foreign loans

International 
investments

Colombian residents may 
contract loans in foreign or 
local currency from non-
residents, regardless of 
their term of payment and 
the destination of the funds 
(including the possibility to hire 
intercompany loans). Certain 
procedural requirements must 
be met, such as the previous 
registration of the loan with the 
Central Bank. 

Loans received from non-
residents individuals are not 
permitted as they are only 
allowed to be received from any 
foreign entity or financial entity.  

Both international investments 
from international investors 
in Colombia and Colombian 
investors abroad are subject 
to registration and reporting 
obligations with the Central 
Bank (please refer to the chapter 
on Making investments).  

Endorsement and 
warranty bonds

Compensation accounts Derivatives

These operations are subject to 
registration with the Central Bank 
as a foreign loan at any time but 
in any case, before its execution, 
since for all exchange control 
purposes are deemed as loans 
between the Colombian resident 
and the non-resident depending 
on who is the grantor and the 
beneficiary of the guarantee. 

Bank accounts opened by a Colombian 
resident in a foreign financial institution may 
be used for the payment of operations of 
mandatory channeling through the foreign 
exchange market or operations entered into 
by Colombian residents, provided that such 
accounts are registered with the Central 
Bank.  Free market operations may be paid 
trough compensation accounts or foreign 
bank accounts not registered with the 
Central Bank.

Compensation accounts are subject to the 
following reporting obligations:

Colombian residents are allowed 
to execute derivative operations 
both with local financial 
institutions or external authorized 
agents. External authorized 
agents are foreign entities which 
have executed derivatives for 
more than one billion dollars on 
the immediately preceding year.  

Derivative gains or losses have 
to be channeled through the 
foreign exchange market and the 
derivative agreement has to be 
reported to the Central Bank on 
the day following its execution. 

Monthly activity report 
to the Central Bank 
(Form n.º 10)1
Quarterly exogenous 
information to the 
DIAN. 2
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Keeping the 
accounting 
records 

The [entrepreneurship] Law is a key 
tool within the Compromiso por 
Colombia which the Government 
of the president Iván Duque has 
acquired for the reactivation of the 
regions and the different economic 
sectors. With his approval, a national 
consensus is achieved which allows to 
consolidate entrepreneurship as one 
of the pillars of the reactivation.”

Ignacio Gaitán 
iNNpulsa Colombia CEO 

“
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Since 2009, Colombia adopted a new 
framework of accounting, financial 
information and information assurance rules, 
having as reference the International Financial Reporting 
Standards (“IFRS”) as issued by the International Accounting 
Standards Board (“IASB”). 

Accounting standards Financial statements 

The National Government delegated to the 
Technical Council of Public Accounting 
(“CTCP” per its initials in Spanish) the 
process of technical standardization of 

standards in Colombia. Despite the adoption of 
the IFRS, the commercial laws referred to the 
dividend distribution, among others, have not 
been amended or replaced.

Additionally, the International Accounting 
Standards (“IAS”), as issued by the International 
Federation of Accountants (“IFAC”), were 
defined as the reference framework for 
assurance rules in Colombia.
The change to IFRS is one of the most 
significant modifications for companies in 
Colombia in recent years. Such changes 
were not limited to the financial function of 
companies, since the conversion to IFRS was 
not only a technical accounting task, but a 
change that had impacted many business 
areas. Any and all business functions required 
to prepare financial information, or affected by 
financial information, were impacted. 

All merchants (either legal 
entities, branch offices or 
individuals) are obliged to 
keep accounting records, in 
Spanish, under IFRS. 
Accounting records may be 
kept abroad provided that 
books may be exhibited in 
Colombia, per the request of 
the relevant authorities.

Companies must prepare and 
adopt accounting policies. 
The highest control body 
along with the other divisions 
of each company must 
intervene and participate in 
the definition and construction 
thereof, in order to ensure 
that the financial statements 
contain consistent information 
related to the business.

At the end of each calendar year, 
at December 31st, companies 

From a corporate standpoint, the year-
end financial statements prepared under 
Colombian accounting principles are those 
that serve as a basis for the shareholders, 
gathered in for the shareholders’ meeting, to 
decide upon the distribution of profits.  

 Statement of financial 
position,

 Statement of profit or loss 
and other comprehensive 
income,

 Statement of changes  
in equity,

 Statement of cash flows
�
 Disclosures

and branch offices should cut-
off their annual accounts and 
prepare the following general 
purposes financial statements. 
The by-laws may provide for 
additional and shorter periods 
to prepare year-end financial 
statements:
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Simplified accounting  
for small companies

Fiscal 
conciliation

Qualified small companies can 
carry a simplified accounting, 
prepare and issue abbreviated 
financial statements and notes 
or apply moderate levels of 
assurance in the review of 
financial statements. The 
Colombian Government shall 
determine the criteria to 
qualify for such treatment, 
based on level of income and 
assets, number of employees, 
legal type or special 
socioeconomic conditions.

All taxpayers are obliged to keep 
a control mechanism through the 
report called “Fiscal conciliation”; 
which seeks to explain the 
differences originated from 
the application of the IFRS and 
the bases for the presentation 
of the tax returns. For these 
purposes, companies must carry 
out a detailed reconciliation 
and prepare a reconciliation 
report that includes, not only the 
calculation of current tax, but also 
details of the accounting and tax 
bases, on a transactional basis.

Functional 
currency

NIC 21 permits that each entity defines a functional 
currency that measures the economic effects of 
its operation and serves as a basis to prepare its 
financial statements. This provision defines certain 
guidelines to determine which should be the 
applicable functional currency, such as:

The currency at which the sales 
prices of the goods and services 
commercialized by the Company 
are rated;1
The factors of the country which 
in a great extent affect those 
sales prices;2

Pursuant to the above, the functional currency 
of a Colombian company is not necessarily the 
national official currency; therefore, companies 
may determine a functional currency other than the 
Colombian peso (for example, USD), under which 
they may validly prepare their general purpose 
financial statements, at the end of each year.

The currency that more 
influences operating costs; and 
on a subsidiary basis 3
The currency with which the 
company obtains most of its 
financing, always considering the 
economic reality of the operation 
of each company.

4
COVID-19  
pandemic

The CTCP issued technical guidance No. 18 on the 
application of the Financial Reporting Standards and 
Information Assurance Standards as a consequence 
of the COVID-19 pandemic. The orientation has 
the purpose of helping to improve the information 
that is presented during the sanitary emergency 
and in the following periods, where it is required to 
make permanent judgments and estimates under 
conditions of uncertainty, when new conditions, 
events or events that impact its recognition, the 
result of the entity, and the normal functioning of the 
economy and markets.
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Paying 
corporate 
taxes
We are delighted to welcome 
Colombia as the 37th member of 
the OECD. Colombia’s accession is 
tangible proof of our commitment 
to bring together countries who 
strive for the highest standards 
in global public policy in order to 
improve the well-being and quality 
of life of their citizens. Given its 
recent history, Colombia can be 
rightly proud of what is truly an 
exceptional achievement.

The accession process has offered 
Colombia the opportunity to address 
major policy issues and challenges 
multilaterally and to learn from 
the experiences of fellow OECD 
countries. Engaging Colombia has 
also served to enrich the OECD’s 
knowledge and policy experience.”

Angel Gurría 
OECD Secretary-General 

“

Medellin, Colombia: Innovative 
construction of the intelligent 
building of the public companies 
of Medellin (EPM) located in the 
sector of La Alpujarra II.
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National companies are taxed on 
their worldwide income, equity 
and capital gains. National 
companies are legal entities that 

Foreign companies which ob-
tain more than 80% of their 
income (other than passive 
income) in the jurisdiction of 
incorporation are not consid-
ered to have their effective 
place of management in Co-
lombia (“80% foreign income 
companies”). Foreign compa-
nies that have issued stock or 
bonds in the Colombian stock 
exchange, or in any recog-
nized foreign stock exchange, 
are not considered to be na-
tional companies, even if they 

Corporate income tax
Corporate taxpayers

Have their principal domicile  
in Colombia; or 

Are organized under  
Colombian law; or 

Have their effective place  
of management in Colombia.

1
2
3

have their effective place of 
management in Colombia.  
The subsidiaries of the com-
panies that have made such 
issuance are also not consid-
ered to have their effective 
place of management in Co-
lombia, provided that they are 
consolidated in the financial 
statements of their parent; 
however, such subsidiaries 
can elect to be treated as na-
tional companies, unless 80% 
or more of their income is of 
foreign source.

However, Colombian branch offices of foreign entities, and 
permanent establishments (“PE’s”) are subject to taxation 
on their worldwide-source income. 

Foreign companies are generally 
taxed on their Colombian-source 
income and capital gains only. 

Taxation of branch offices and 
PE’s is based on attribution 
studies which include an 
analysis of functions, assets, 
risks and personnel under the 
arm’s length principle.

Medellín, 
Antioquia, 
Colombia : 
General shot of 
International 
Convention and 
Exhibition Center 
of Medellín.
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Under the local definition, a PE 
means a fixed place of business 
located in the country, through 
which a foreign entity carries on its 
business wholly or partially. 

PE definition covers also agent 
PEs, for: 

The PE concept also includes, 
among others, branch offices, 
agencies, offices, factories, 
workshops, and mines, as part of a 
non-comprehensive list.

Additionally, PE regulations 
incorporate some exceptions for 
the creation of a PE whenever there 
is an actual fixed place of business 
through which an activity is carried 
out, these are:

Corporate income taxPermanent establishment

In any case, Colombian tax law does not provide 
that the actual (or statutory) presence of a PE is 
a condition for the income of any business to be 
taxable in Colombia. As a general rule instead, 
any activity that is carried out within Colombian 
territory generates Colombian source income and 
is treated as such under the relevant applicable 
Colombian income tax provisions. 

 Dependent agents who act on 
behalf of the foreign entities 
on a permanent basis and have 
the ability to conclude legally 
binding agreements; and 

 Independent agents when 
all or the majority of their 
activities, are undertaken 
on behalf of such company, 
and the same have agreed 
on or imposed financial or 
commercial conditions that 
differ to the ones that have 
been agreed with a third 
party (since those are deemed 
dependent agents).

 Activities carried out through 
an independent agent under 
its ordinary business activities 
and market conditions, and 

 The undertaking of 
preparatory or auxiliary 
activities. Additionally, 
representation offices 
in Colombia of foreign 
reinsurance companies are not 
considered to generate a PE.

Indigenous 
woman from the 
uitoto tribe of 
the colombian 
amazon weaving a 
traditional basket.
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Corporate income 
tax rate

A reduced 9% corporate income tax rate, 
during a 10- or 20-years period, will 
apply for the following activities: 

Reduced and gradual general income 
tax rates are available until 2027 for 
companies whose main domicile and 
whole activity is carried out in zones 
affected by armed conflict (“ZOMAC”), 
defined by the National Government. 
This special treatment is not available 
to entities devoted to the oil, gas and 
mining sector, or companies engaged 
on carry out a port concession and 
which have been appointed as “large 
taxpayers” by the tax authorities. Size 
of the company determines the reduced 
income tax rate applicable, as follows: 

The application of this reduced rate 
requires that the relevant project complies 
with certain requirements and is executed 
in specific timeframes provided by the law.

The corporate income tax rate is 31% in 2021. This rate will 
decrease to 30% for 2022 and onwards. Financial institutions 
whose taxable income is higher than 120,000 Tax Value Units 
(approx. USD1,2 million) will be subject to an increased income tax 
rate of 34% for 2021 and 33% for 2022.   
A special reduced corporate income tax rate of 20% applies to legal entities qualified as 
industrial users of goods and/or services or operator users in a free-trade zone, either 
permanent, special or off-shore. Commercial users in a free-trade zone are subject to the 
general corporate income tax rate.

Hotel services provided in new or 
refurbished hotels; 

New theme park projects, 
ecotourism parks, agritourism 
parks, and nautical docks; and 

Certain tourism services for 
elderly. 

Entity Type Applicable general income tax rate*

 2021 2022 
– 

2024
2025 

– 
2027

2028

Micro and small 
companies 0% 7,5% 15% 30%
Medium and 
Large companies 15,5% 22,5% 22,5% 30%

*  Applicable rates determined considering current  
applicable income tax rates
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Reduced and gradual corporate income 
tax rates are available for companies that 
were qualified as small companies (small 
companies are understood to be those 
with no more than 50 employees and 
total assets below 5.000 legal monthly 
salary (approx. USD1,3 million) and prior 
2017 applied for such benefit.

Foreign entities receiving Colombian-
source income not attributable to a 
branch office or PE, and which is not 
fully taxed via withholding tax, are 
subject to corporate income tax at the 
general tax rate for each year.

Taxable income

Several requirements and restrictions apply to the 
different tax credits available. 

As general rule, tax credits may be 
used to reduce income tax, but no 
below zero.

0%

5 years

As from year 2021, the 
presumptive income 
(alternative minimum 
taxable income) is 
reduced to 0%. 

The excess of 
presumptive income over 
ordinary income may 
be carried forward as a 
deduction for five years.
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Ordinary taxable income is 
calculated by subtracting 
deductible costs and expenses 
from net gross revenues 
(gross taxable revenues minus 
rebates and discounts). If this 
results in a tax loss, such loss 
may be carried forward in the 
following 12 fiscal years as 
from the tax loss arose  
(pre-2017 losses can be carried 
forward without limitation). 
Additionally, tax laws provide 
no limitations on the amount of 
tax losses available to be offset 
against ordinary taxable income 
each year. 

Some restrictions apply to the 
transfer of losses in mergers 
or spin-offs (tax free events 

for Colombian tax purposes 
under certain circumstances). 
The surviving entity can 
offset losses rolled over from 
the merged entities only if 
the economic activity of the 
companies involved (those 
which generated the losses) is 
the same before and after the 
merger. In addition, the merged 
entities’ losses can be used by 
the surviving entity, but only 
up to a limit equivalent to ratio 
by which each of the merged 
entities’ equity participates in 
the surviving entity’s equity. 
Similar rules apply to spin-
offs of companies. Tax losses 
generated do not affect the 
entity’s presumptive income for 
the respective taxable year.

A 10% rate is applied 
over capital gains. 
This, for example, 
includes the disposal 
of fixed assets 
owned for two years 
or more.

10%

Taxpayers of the 
so-called mega 
investments regime are 
subject to a reduced 
corporate income tax 
rate of 27%. 27%
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Taxable year and tax return filing due  
dates for corporations and branch offices

The taxable year is the calendar year. Annually, the National Government sets due 
dates for filing corporate income tax returns and making tax payments. Income tax 
is paid in three installments for “large taxpayers”, and in two installments for all 
other corporate taxpayers. Each year, the tax authority issues the list of companies 
and branch offices of foreign companies that are qualified as “large taxpayers” and 
removes some companies from the list.

As of 2015, 
there is an additional 
form to be filed in 
order to report the 
assets owned abroad 
Colombia by taxpayers 
subject to worldwide 
taxation on its income 
and equity. 

As from year 2017, 
a fiscal reconciliation 
form must be 
submitted on an 
annual basis, in which 
the main differences 
between accounting 
records and tax figures 
are reported.

in which it is reported in detail the items included as part of the “other 
deductions” line of the income tax return. Such annex must be signed by 
the accountant or statutory auditor of the company. 

In addition, income taxpayers obliged to keep 
accounting records must submit an annex to 
the income tax return (in a format set by the 
Colombian Tax Authorities)
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Exempt income

Income generated from the following activities, 
among others, is tax exempt: 

Income Exemption period  
availability

Exempt income obtained in Andean Community countries (i.e., Bolivia, Ecuador, Perú) under the parameters 
provided by Decision 578 (in this case income is only taxed in the country of the source, and in the country 
of residence income is exempt).

N/A

Sale of electricity generated from wind energy, biomass or agricultural waste, solar energy, geothermal energy or 
from the sea by power generation companies. Requires that carbon certificates are obtained and negotiated.

Until 2031

River transportation services with low draft boats or barges Until 2033

Exploitation of new forest plantations, such as guadua, rubber and cashew as well as new processing 
factories or sawmills which are directly related with the exploitation of said forest plantations. 

The exemption will also apply to income taxpayers that, up to December of 2018, held a timber or fruit trees 
plantation dully registered before the competent authority. 

Until 2036

Funds of pensions funds N/A

Certain entrepreneurial, creative and technological activities (so-called Orange economy). It is required that 
the gross income received in each year does not exceed of 80.000 tax units (approximately USD 846.000), 
with certain exception.

7 years as from the 
projects approval

Investments to increase productivity in the agricultural sector. 10 years as from the 
projects approval

Income related with low income housing projects. N/A

Payment of the principal, interests, commissions, and other fees associated with external public credit 
transactions.

N/A

Dividends distributed by foreign entities to the Colombian Holding Companies (“CHC”) regime entities and 
disposal of shares held by a CHC entity in a foreign entity. 

N/A
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Most of the activities must fulfill 
certain requirements set out in the 
Law or in regulatory provisions 
to obtain an exempt income 
treatment. For instance: 

Orange economy enterprises 
exempt treatment is available 
for any of the 27 activities set 
forth in Colombian law which are 
deemed as technological added 
value industries and creative 
activities.

In addition, companies must be 
incorporated under Colombian 
Law prior to December 31st,2021 
and their corporate purpose must 
be exclusively any of the activities 
for which the exempted treatment 
is available. Furthermore, the 
company must comply with certain 
investment and employment 
quotas as defined by the National 
Government.

The project developed by the 
orange economy enterprise must be 
approved by the Ministry of Culture.  

Further, exempt treatment to 
the revenues obtained upon 
investments which increase the 
agricultural sector productivity is 
available to the companies which 
meet certain conditions, among 
others, company’s corporate 
purposes must be exclusively 
any of the activities to which 
the treatment is available, the 
entity must be incorporated after 
January 1st, 2019 and must 
start their economic activity 
prior to December 31st, 2022, 
investment and employment 
quotas as defined by the National 
Government, inter alia.

The investment must be approved 
by the Ministry of Agriculture in 
order to obtain the exemption.  

Ceramic articles on 
the potters wheel 
in a traditional 
factory in the city 
of Ráquira located 
in the department 
of Cundinamarca in 
Colombia
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Costs and expenses

In general terms, costs and 
expenses may be deducted for 
corporate income tax purposes 
as long as they are

 (i)  Necessary; 

 (ii) Related to the generation of 
taxable income; and 

 (iii) Proportionate or reasonable. 

The fulfillment of requirements 
(i) and (iii) must be evaluated 
according to common 
commercial practices for each 
industry or activity. 

Generally, royalties paid in 
relation to finished goods 
that are acquired by the 
payor are not deductible. In 
addition, royalties in relation to 
intangibles formed in Colombia 
are no deductible if they are 
paid to foreign related parties, 
or to persons located in free 
trade zones.

Taxes Expenditures 
incurred abroad

Taxpayers may generally deduct all paid taxes 
related to their economic activity, except for 
certain cases such as the debit tax (only 50% 
is deductible, regardless of whether the tax 
relates to the income-producing activity), 
and some taxes such as the equity tax, which 
is not deductible. In addition, taxpayers can 
claim 50% (100% from 2022) of industry and 
commerce tax effectively paid as a credit 
against their income tax liability.

Subject to certain exceptions, expenditures 
incurred abroad are deductible, provided that 
they meet the three general requirements 
mentioned above and provided also that 

��They are incurred 
to generate taxable 
income;

��The applicable 
withholding taxes are 
collected from the 
payments;

��The expenditure 
amounts comply with 
applicable transfer 
pricing rules in the 
case of related party 
transactions; and 

��The related payment 
has been made in 
compliance with 
exchange control 
regulations.

Where tax withholdings are not required, the 
deductibility of expenditures incurred abroad 
in connection to Colombian source income is 
then limited to 15% of net taxable income,  
computed before deducting costs and expenses abroad not subject 
to withholding tax in Colombia; some specific exceptions could apply 
(e.g., payments for acquisition of tangible assets). 
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Expenditures  
with tax havens

As a general rule, in addition 
to the prior requirements, 
payments made abroad 
to individuals or entities 
domiciled in tax havens or 
tax preferential regimes will 
not be deductible for income 
tax purposes, unless the 
withholding tax is applied, 
when the payment constitutes 
Colombian source income, at 
the general income tax rate 
(as abovementioned for 2021 
is 31% and reduced to 30% 
from 2022 onwards). 

According to the current 
interpretation of the Tax 
Authority, when the payment 
to a tax haven or preferential 
regime is considered foreign 
source income, no withholding 

tax should be required 
to claim the deduction. 
However, transfer pricing 
documentation is required 
for the transactions with tax 
havens and tax preferential 
tax regimes, irrespective if the 
payee either in the tax haven 
or in the tax preferential 
regime is an actual related 
or unrelated party. However, 
when the payee in the tax 
haven it is a non-related party, 
the transfer pricing analysis 
does not need to include the 
detail of functions, assets, 
risks and costs incurred by 
such non-related party.

The list of tax havens 
applicable for 2021 is the 
following:

Antigua and Barbuda

Commonwealth of the Dominica

Commonwealth of the Bahamas

Cook Islands

Cooperative Republic of Guyana

Grenada

Hashemite Kingdom of Jordan

Hong Kong

Independent State of Western Samoa

Kingdom of Bahrain

Kuwait

Labuan

Lebanese Republic

Macao

Maldives

Mauritius

Pitcairn, Henderson, Ducie and Oeno Islands

Qatar

Queshm

Republic of Angola 

Republic of Cape Verde 

Republic of Liberia 

Republic of the Marshall Islands 

Republic of Nauru 

Republic of Seychelles 

Republic of Trinidad and Tobago 

Republic Vanuatu 

Republic of Yemen

Saint Helena, Ascension and Tristan da Cunha

Saint Vincent and the Grenadines

Solomon Islands

St. Kitts & Nevis

St. Lucia

State of Brunei Darussalam

Sultanate of Oman

Svalbard

Territorial Collectivity of Saint Pierre and Miquelon
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Depreciation

Depreciation for tax purposes should 
follow the depreciation applied for 
accounting purposes. However, the 
annual depreciation rate for tax purposes 
cannot exceed certain percentages, 
depending on the type of asset. 
Colombian Tax Authorities have accepted 
that certain low-value assets may be fully 
depreciated in the year of acquisition.  
Likewise, for machinery and equipment 
which are used daily in 16-hour shifts, 
the taxpayer may request an additional 
25% on the depreciation rate. If the use 
exceeds 16 hours, proportional additional 
depreciation can be requested. Land is 
generally not depreciable or amortizable.

The balance of the assets pending to be 
depreciated as of December 31st, 2016 
should be depreciated under the old rules 
applicable before 2017.

Where the taxpayer has claimed the 
special 40% or 30% capital expenditure 
deduction for investments made in 
tangible productive fixed assets, the 
depreciation of these assets must be 
calculated using the straight-line method 
only. These special fixed assets deduction 
has been eliminated effective January 
1st, 2011, but it is still applicable for 
certain taxpayers, provided specific 
conditions are met (e.g., they are covered 
by a legal stability agreement).

Provisions

Amortization

As a general rule, provisions 
are not deductible for corporate 
income tax calculation 
purposes, except for bad debt 
provisions and, subject to 
special rules, provisions for the 
payment of pensions.

In general, any ordinary and 
necessary investments used for 
the purposes of the business 
may be amortized, to the 
extent certain requirements 
are met. The amortization of 
the investments should be 
made during the time that the 
related income is expected 
to be earned, however the 
amortization period may not be 
less than five years. 

Advance payments should be 
amortizable as the prepaid 
services are received. Acquired 

identifiable intangibles can 
be generally amortized 
to the extent they have a 
useful limited life and are 
amortized for accounting 
purposes. Certain limitations 
on amortization may apply to 
identifiable intangibles acquired 
from related parties. Goodwill is 
not amortizable.

Amortizable costs and 
expenses for the oil industry 
can be amortized using the 
units-of-production method. 
If investments in exploration 

are unsuccessful, the costs 
and expenses may be claimed 
as deductions in the year in 
which this is determined or 
in the following two years. 
Investments made between 
2017 and 2027 with respect to 
the evaluation and exploration 
stages are amortizable using a 
five-year, straight-line method.

Assets and investments 
pending to be amortized 
as of December 31st, 2016 
should be amortized under 
the old rules. 

Industrial 
harvesting in 
Cauca Valley, 
Colombia.
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Thin capitalization rules Withholding taxes  
on payments abroad

A flat 20% withholding tax 
applies on payments for 
commission, fees, royalties, 
provision of personal services, 
technical services, technical 
assistance consulting services, 
provided by a foreign entity 
without domicile in Colombia. 
The technical services, technical 
assistance or consulting services 
should be subject to withholding 
regardless of where the services 
are rendered.

Payments abroad for 
management and direction 
services (usually rendered 
between related parties) should 
be subject to withholding tax 
at a 33% rate, even if they are 
rendered from abroad.

Any interest paid to foreign 
lenders pursuant to loan 
agreements for a term equal or 
greater than one year, and interest 
or financial expenses arisen from 
leasing agreements entered with 
foreign entities, are subject to a 
15% withholding tax. If the term 
of the agreement is less than 
one year, the applicable rate is 
20%. Some payments for leasing 
agreements related to ships, 
helicopters and planes entered 
into by Colombian companies with 
foreign companies are subject to a 
1% withholding tax. 

As a general rule, any payment made abroad which qualify as Colombian source 
income for the recipient are subject to withholding tax on the gross payment amount. 

20 %

33 %

15 %

A 5% withholding rate is applicable to 
payments related to financial yields or 
interest to non-residents that originated on 
loans or amounts of debt value,  
with a term equal to or beyond eight years that are granted for 
infrastructure projects under public-private partnerships.

Interest paid on loans acquired, 
directly or indirectly (including 
loans guaranteed), from related 
parties (foreign or local) that in 
average exceeds a 2:1 debt-to-
equity ratio is not deductible. 
For this purpose, the equity 
considered is the taxpayer’s net 
equity for the preceding year, 
and the debt taken into account 
is debt that accrues interest in 
the current year. 

Thin capitalization rules 
do not apply for special 
purpose vehicles engaged 
in transport and public 
services infrastructure 
projects, for entities subject 
to the surveillance and 
inspection of the Office of the 
Superintendence of Finance 
(mainly banks), to factoring 
companies to the extent no more 
than the 50% of its factoring 
activities are carried out with 
related parties, and to entities 
on a non-productive stage. 

50 %

2:1
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�Short term loans for the 
import of merchandise or 
services, bank overdrafts 
or credit lines;

�Loans obtained by most 
Colombian financial 
entities and Bancoldex, 
Finagro and Findeter; 

�Loans for the finance or 
pre-finance of exports of 
merchandise;

�Loans for foreign 
trade through most 
Colombian financial 
entities and Bancoldex, 
Finagro and Findeter.

Interest paid on the following operations is deemed 
to generate foreign source income, thus not 
subject to withholding tax:
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Most relevant withholding taxes on payments abroad

Activity Rate

Consultancy services, technical services and technical 
assistance services. 20%
Management and direction services. 33%
Interest paid to international lenders. 15% 

(one year or more) or 20% (less than one year).
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Dividends distribution to non-residents (entities or 
individuals) are subject to dividend tax at a rate of 10%,  
which is collected via withholding tax.
On a dividend distribution, if the relevant profits were subject to taxation at the 
corporate level only the 10% dividend tax is applicable. 

Dividends

Otherwise, if the dividend 
distribution is made out of profits 
that were not subject to taxation 
at the corporate level, the 
dividends will be subject to the 
income tax rate applicable for the 
period of the distribution (for FY 
2021, the applicable rate would 
be 31%). In that case, the 10% 
dividend tax would apply over the 
dividend after being reduced by 
the income tax (effective rate of 
37,9% for FY 2021). 

The dividends tax rate for 
resident individuals is 0% or 10%, 
depending on the amount of the 
distribution. In addition, if the 
relevant profits were not subject 
to taxation at the corporate level, 
the dividends will be subject to 
an income tax rate applicable 
for the period of the distribution 
(for FY 2021, the applicable rate 
would be 31%). In that case, 10% 
dividend tax (if applicable) would 
apply over the dividend after 
being reduced by the income tax.

In addition, if the relevant profits 
were not subject to taxation 
at the corporate level, the 
dividends will be subject to an 
income tax rate applicable for 
the period of the distribution 
(for FY 2021, the applicable rate 
would be 31%). In that case, the 
7,5% dividend withholding tax 
would apply over the dividend 
after being reduced by the 31% 
(for FY 2021) income tax. This 
7,5% dividend withholding tax 
on domestic distributions will 
be charged only on the first 
distribution of dividends between 
Colombian entities and may be 
credited against the dividend tax 
due once the ultimate Colombian 
company makes a distribution 
to its shareholders (nonresident 
shareholders -entities or 
individuals – or to Colombian 
individual residents). 

The dividend tax on local 
distributions does not apply if 
the Colombian companies are 
part of a corporate group or have 

a control situation registered 
before the mercantile registry 
of the chamber of commerce, or 
the distribution is to a Colombian 
entity qualifying for the new 
Colombian holding company 
(CHC) regime.

If the profits subject to tax at the 
corporate level in a given year 
are higher than the commercial 
profits of that year, the excess 
can be carried back for two 
years or carried forward for five 
years to offset the profits of 
such periods, in order to reduce 
or eliminate the amount of 
the distribution subject to the 
recapture tax (31% for FY 2021).

The remittance of profits by branch 
offices to their foreign home 
offices are deemed as dividends 
for domestic tax purposes, 
therefore, the aforementioned 
taxation on dividends regime 
should apply (some benefits may 
be obtained under certain tax 
treaty provisions).

7.5%
As from January 
1st, 2019, a 
7.5% dividend 
withholding 
tax applies on 
distributions 
between Colombian 
companies. 
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The CFC regime applies to 
Colombian tax residents (individuals 
or entities) that directly or 
indirectly hold an interest equal to 
or greater than 10% of the capital 
or of the profits of a foreign entity 
that is considered a CFC.

CFCs are corporations, as well 
as investment vehicles, such as 
trusts, collective-investment funds, 
and private interest foundations, 
which meet the conditions to be 
considered a related party for 
transfer-pricing purposes.

For income tax purposes, Colombian 
taxpayers should recognize the 
net profits of the CFC derived from 
passive income, in proportion to 
their participation in the CFC’s 
capital or profits, in the period in 
which such profits are generated, 
without the need to wait to receive a 
distribution of profits in Colombia.

Under this regime, passive income 
generally includes the following:

A Colombian tax resident that 
recognizes taxable income 
under the application of the 
CFC regime may request a tax 
credit for taxes paid abroad with 
respect to the passive income.

Dividends and benefits that 
are distributed by a CFC 
and that have been already 
taxed in Colombia, should be 
considered non-taxable income 
for the Colombian taxpayer.

Controlled foreign companies 
(“CFC”)

 Dividend and profit 
distributions from a company 
or investment vehicle

� Interest

� Income derived from the 
exploitation of intangibles

� Income derived from the 
sale of assets that generates 
passive income

� Income from the sale or lease 
of immovable property

The CFC regime applies to Colombian tax 
residents (individuals or entities) that directly 
or indirectly hold an interest equal to or greater 
than 10% of the capital or of the profits of a 
foreign entity that is considered a CFC.

� Income derived from the 
sale or purchase of tangible 
goods acquired from (or 
sold to) a related party if 
the manufacturing and 
consumption of the goods 
occurs in a jurisdiction different 
from the one in which the CFC 
is located or is tax resident

� Income from the performance 
of certain services in a 
jurisdiction different from 
the one in which the CFC is 
located or is tax resident
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Namely having at least 
10% of the capital of 
two or more Colombian 
or foreign entities for a 
12-month period,

1
Having three or more 
employees and having 
human and material 
resources in Colombia.

Inclusion in the CHC regime must be 
requested to the Tax Authority. 

2

CHC regime applies for Colombian entities which among their 
main corporate purposes is envisaged to hold securities or 
shares in national or foreign entities, 
and/or the managements of said investments. Entities may apply to the CHC regime to the 
extent they comply with certain requirements:

Colombian holding 
company regime (“CHC”)

Dividends distributed 
by foreign entities to 
CHCs are not taxed. 
Dividends distributed 
by CHCs to Colombian 
non-residents are 
not taxed, however 
dividends distributed 
to residents are taxed. 

Dividends by national 
entities to CHCs are 
not subject to 7,5% 
withholding tax 
applied on payment 
of dividends.

Profit obtained from 
the sale of shares 
or quotas in a CHC 
is generally exempt 
from income tax 
on the portion that 
relates to activities 
performed abroad 
Colombia.

In addition, the profit 
derived from the 
transfer of shares of a 
non-resident entity by 
a CHC will be exempt 
in Colombia.

Farmer with 
banana bunch.
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Mega investment 
regime

400 jobs 

30 million
and invest

Taxpayers that generate at least 

over five years in new business may 
obtain special benefits during the 
following 20 years:

(or 250 for certain  
high-tech projects) 

Tax Value Units or  
more (approximately 
USD317 millions) 

 A reduced income tax rate of 
27%. Notwithstanding the above-
mentioned rate, income derived 
from hotel services would be 
taxed at 9% rate, or if the activity 
is carried out in free trade zone 
by an industrial users of goods 
and/or services, it could apply the 
20% rate.

 Depreciation of fixed assets 
during a minimum of 2 years 
(regardless of the asset’s 
productive life).

 �Presumptive income is not 
applicable.

 ��Equity tax is not applicable.

Oil and gas projects may not  
be considered mega  
investment projects.

According to the regulations 
issued due to the COVID-19 
pandemic, the above benefit 
may apply to investments on the 
aeronautical sector considering 
a reduced investment amount 
of at least 2 million UVT 
(approximately USD21 million). 
In this case, investment in 
this sector must start before 
December 31st, 2021.

Payment in kind of taxes

There is the possibility that 
taxpayers that had obtained 
a gross income equal to or 
greater than 33.610 Tax Value 
Units (approx. USD355.000) 
could pay up to 50% of the tax 
due via an investment in works 
/ infrastructure that benefit 
one of the so-called ZOMAC. 
This possibility requires to 
follow a process and obtain the 
required approvals.

 ��The 10% dividend tax is not 
applicable.
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Technical employed 
checking the 
airplane.
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Foreign tax relief

VAT paid on the acquisition or 
construction of productive fixed assets 
(even if the acquisition is made via a 
leasing agreement with an irrevocable 
purchase option) can be taken as a 
credit against the income tax liability. 
The credit can be claimed in the year of the acquisition of the 
asset, or in the year that the construction is completed (in the 
case of a construction). Any excess credit could be carried 
forward without limitation. 

Tax credit for VAT paid on 
productive fixed assets

For national companies and 
resident individuals, a credit for 
foreign taxes paid on foreign-
source income (direct tax credit) 
is granted, up to the amount of 
Colombian income tax due on the 
foreign-source income. 

In addition, an indirect tax credit 
is also granted for foreign taxes 
paid on income at the level of 
the foreign company that is 
distributing dividends to Colombian 
shareholders. The indirect tax 
credit equals the amount resulting 
from the application of the 
effective income tax rate of the 
foreign company to the amount of 
distributed dividends.  

In any case, the sum of the direct 
tax credit and indirect tax credit 
should not exceed the corporate 
income tax payable in Colombia on 
such dividends. 

To be entitled to the direct and 
indirect tax credit, the domestic 
taxpayer must prove that the 
corresponding tax was effectively 
paid in each relevant jurisdiction. 
In addition, for the indirect tax 
credit, the investments must be 
qualified as fixed assets for the 
taxpayer, therefore, indirect tax 
credits cannot be claimed on 
portfolio investments. Moreover, 
to claim the indirect tax credit a 
certification of the auditor of the 
foreign entity, in order to support 
the effective tax rate, is required. 

The tax credit may be claimed 
in the tax year in which the 
foreign tax is paid or in any of the 
following years.

Night view  
of Bogota.
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Equity tax

Foreign entities, who do not file 
income tax return in Colombia, 
are subject to equity tax regarding 
their assets held in Colombia 
(different to shares, account 
receivables, and/or portfolio 
investment), such as immovable 
property, yachts, boats, sail boats, 
works of art, aircrafts, mining 
and oil rights. In addition, foreign 
entities that subscribe leasing 
agreements with Colombian tax 
residents will be not subject to 
equity tax.
 
The taxable base is the net tax 
equity as of January 1st, of 2021. 
Nonetheless, for year 2021 the 
taxable base should be increased 
or reduced up to the 2020 taxable 
base multiplied by a percentage 
equal to 25% of the inflation of the 
prior year. 

For PE’s and branch offices, the 
taxable base should be determined 
by an attribution study, based on 
the assets, functions, risk and 

Some foreign entities (and individuals, 
please refer to the chapter on Paying 
personal taxes) are responsible for this tax 
if their net equity for tax purposes is equal 
to or higher than 
COP5.000.000.000 
(approx. USD1.4 million),  
as of January 1st, 2020. 

personnel attributable to the PE 
or branch office.

The taxable base would be 
determined based on the gross 
equity of individuals or foreign 
entity (over the gross value of the 
assets subject to equity tax) held 
as of January 1st, 2021 minus 
the debts owned at the same 
time. Further, the net value of the 
following assets may be excluded 
from the taxable:

The first 13,500 Tax 
Value Units (approx. 
USD143.000) of the net 
value of the home house 
or apartment

Of the net value of assets 
subject to normalization 
tax and which have been 
permanently repatriated. 

13,500

50 %

1 %
The applicable rate 
is 1% of the taxable 
basis. Equity tax 
return must be 
submitted annually.
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Debit tax

The debit tax or GMF (per its initials 
in Spanish) applies on any financial 
transaction involving the withdrawal 
of funds deposited in checking or 
savings bank accounts held with 
Colombian financial entities. It also 
applies over checking account overdrafts used to 
make payments to suppliers, labor payments and 
payments to other third parties.

�The tax rate of the debit 
tax is 4x1000 (0,4%) 
and applies on the total 
amount of the transaction. 
The withholding agents 
of the debit tax are the 
financial entities and the 
Central Bank.

�50% of the debit tax paid 
is deductible for the 
determination of the net 
taxable income subject to 
corporate income tax. 
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Value added tax – VAT

Colombian VAT is levied on the 
following transactions:

19%
 Sale of tangible property

 �Sale of intangible assets related 
to industrial property

 Imports of tangible personal 
property

 Rendering of services in 
Colombia or from abroad in favor 
of Colombian recipients

 The operation of games of 
chance or the supply of tickets 
for games of chance (excluding 
lotteries).

The general VAT rate is 
19%. This rate applies to all 
goods and services, unless 
a specific provision allows a 
different tax rate. 

The term “VAT-exempt 
property” is used for supplies 
of goods and services that 
are technically subject to 
VAT but are zero-rated (0%). 
The zero rate (0%) applies to 
exported goods and services. 
Exported services are zero-
rated provided the service 
is rendered within Colombia 
to a non-resident party who 
utilizes the service exclusively 
abroad, under a written 
agreement. In addition, other 
legal requirements apply such 
as the prior registration as 
services exporter before the 

DIAN, and that certain sworn 
declarations are included in 
the wording of the agreement. 

During 2021 the provision of 
hoteling services is exempted 
from VAT. 

“VAT-excluded property” 
means items that are simply 
not subject to VAT. The group 
of VAT-excluded products 
includes basic products such 
as (certain) foodstuffs, and 
services such as healthcare, 
transportation, education, and 
utilities among others.   

There is a VAT withholding, 
applied by certain VAT 
withholding agents 
(Government agencies, 
large taxpayers, Colombian 
residents making payments 
for services to non-resident 
entities via a reverse charge 
mechanism and VAT taxpayers 
qualifying under the VAT 

common regime making 
payments to persons which 
qualify for the SIMPLE 
regime). These agents are 
responsible for withholding 
15% of the tax due on any 
payment or accounting 
accrual related to VAT-
taxable goods or services. 
In case of transactions with 
non-residents (both entities 
and individuals), VAT is 
collected via reverse charge 
mechanism, and thus national 
payor is required withhold a 
100% of the VAT accrued.

Sales of fixed assets (tangibles or intangibles) are not taxed with VAT.
Services rendered and intangible assets transferred from abroad are deemed to be provided or 
acquired within Colombia, and thus VAT will be triggered, to the extent the final consumer or 
user have their tax residence, domicile, permanent establishment or activities headquarters in 
Colombian territory. 

Foreign digital services 
providers may apply to a 
special VAT treatment, in 
which the VAT accrued upon 
provision of such services is 
withheld by debit or credit 
card issuers, among others. 
A request must be submitted 
to the national tax authority, 
and an administrative order 
appointing the foreign services 
providers subject to this 
regime should be issued. 

Otherwise, non-resident entities which 
provides digital services taxed with VAT 
to Colombian recipients will be required to 
register as VAT responsible (in the national tax register – 
RUT), collect the tax and file VAT returns on a bi-monthly 
basis (i.e., every two months).
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Consumption tax  
(Excise tax)

��The provision of 
mobile phone 
services

��The sales of certain 
movable tangible 
goods

��The sale of food and beverages at restaurants, 
coffee shops, self-services, ice cream saloons, 
fruit stores, pastry shops, and bakeries for 
consumption at the premises, take away or 
delivered; food services under contract, and 
the service of food and alcohol beverages 
for consumption in bars, taverns and discos. 
However, if the sale of food and beverages 
at restaurant is carried out under a franchise 
agreement, it would be possible to charge 
VAT1, as opposed to consumption tax (some 
exceptions could apply).

A national consumption tax is levied on the 
following activities: 

Generally, goods and services 
subject to the consumption tax 
are not subject to VAT (some 
exceptions may apply).

The national consumption tax does 
not give rise to creditable taxes for 
VAT purposes, but it is deductible 
for corporate income tax.  

Certain specific goods are 
also levied with a special 
consumption tax. For instance, 
sale of manufactured products 
which psychoactive and non-

In general, rates range 
from 4% to 16% (being 
8% the general rate), 
depending on the 
relevant activity. 8%

psychoactive cannabis are taxed 
with an independent consumption 
tax. Taxable basis is the sale 
price of the product, and tax 
should be assessed at a 16% 
rate. Other special consumption 
/ excise taxes (collected at the 
level of each department) apply 
to products such as liquors, 
cigarettes and beer.
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During 2011, 
for bars and 
restaurants, due 
to the pandemic, 
consumption tax 
would be subject 
to a rate of 0%.

1. During 2021, there is a VAT exclusion for restaurants, 
cafeterias, ice-cream shops, bakeries and pastries 
under franchise.
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1.8 % to 11.6 %
The SIMPLE rate ranges 
from 1,8% to 11,6% of a 
small business’s gross 
income, depending on 
the business’s economic 
activity and the amount 
of gross income.

A view of a colorful 
cafe in the main 
square in the 
picturesque town of 
Jardin in Colombia.

Industry and commerce 
tax / turnover tax 

SIMPLE regime Real estate tax 
(property tax)

The industry and commerce tax 
(“ICA” per its initials in Spanish) 
is a municipal tax that is applied 
on gross revenues earned for 
the carrying out of industrial, 
commercial or service activities in 
the territory of any municipality 
and in a specific real property 
located therein, regardless of 
whether the activity is permanent 
or occasional.

ICA rate varies depending on the 
municipality; as a general rule 
they range between 0,2% and 
1,38%. ICA is often collected via 
withholding tax collections
The ICA actually paid is either 
100% deductible or grant 50% tax 
credit for corporate income tax 
purposes, in the year in which this 
tax is paid but only to the extent it 
is related to the income-producing 
activity of the taxpayer.

If ICA taxpayers use public space 
to advertise their business or 
trade name, they are subject to tax 
on billboard advertisement. The 
taxable base is the amount payable 
as ICA, and the rate is 15%.

For small businesses, developed 
by individuals or entities whose 
shareholders are only individuals 
(with gross income below 80.000 
Tax Value Units per year – approx. 
USD845.000), the SIMPLE 
regime replaces the income tax, 
the general excise tax (but an 
additional tax rate is applicable in 
this case), industry and commerce 
tax and, in some cases, VAT.

The real estate tax is a municipal tax. 
The rates range between 0,3% and 
3,3% depending on the municipality 
rates, the economic destination of 
the real estate and its location within 
the municipal territory. 

The real estate tax actually paid 
is 100% deductible for corporate 
income tax purposes but only to the 
extent it is related to the income-
producing activity of the taxpayer.
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In certain jurisdictions there are stamp 
taxes which tax several situations,  
starting from transactions entered into  
with the State-owned entities  
(usually state or municipal entities, however in certain  
cases there is national stamp taxes).

Stamp taxes Registration tax

Most of these stamp taxes 
have been created to provide 
additional funds for public 
utilities’ infrastructure, 
education, hospitals, senior 
citizen retirement homes and 
activities of a social nature 
and each jurisdiction may 
have several stamps taxes at 
one time. 

The registration tax is levied 
on all documentary acts, 
contracts or legal business 
to be registered with the 
Chambers of Commerce or 
with the public instrument 
registration offices.

The taxable base is the value 
included in the document 
containing the act or 
contract. Operations/investments made 

in a given jurisdiction need to 
consider the possible impact 
of these kind of taxes, some 
of which are constructed as 
contributions or tolls within a 
given activity. 

Stamp taxes are generally 
a deductible expense for 
corporate income tax, 
provided they constitute part 
of the cost or expense of the 
income producing activity.

0.3 % to 1.5 %

0.1 % to 1 %

Usual rates go from 0,3% 
to 1,5% of the value of a 
transaction / contract, 
however the rates and tax 
basis may vary depending on 
each jurisdiction and each 
stamp tax.

Tax rates go from 0,1% to 
1% depending on the nature 
of the act or contract 
contained in the document 
to be registered. 

In case of contributions to 
a Colombian company the 
applicable rates are 0,7% for 
contributions to capital and 
0,3% for contributions to share 
premium. These rates may be 
reduced in certain jurisdictions 
for micro-companies. Please 
refer to the chapter on Setting 
up a business.
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Tax procedural matters

General rules provide for tax returns to be open 
to review by the tax authorities for the term 
of three years counted from the applicable tax 
return filing deadlines (or the actual filing date if 
it is extemporaneous). For VAT and withholding 
tax returns the statute of limitation is generally 
the same that the applicable to the corporate 
income tax return of the corresponding year.

In the case of corporate income tax returns, 
additional rules apply:

Corporate income tax returns in 
which tax losses are determined or 
used /offset, as well as tax returns of 
taxpayers subject to transfer pricing, 
are open for five years.

Corporate income tax returns that 
show an overpayment (or “balance 
in favor” of the taxpayer) are 
open to be audited for three years 
counted from the date on which 
the taxpayer applies for a refund or 
offset of the overpayment.

1
2

Statute of limitations 
for tax returns

if the income tax liability is increased in 30% or 20%, respectively, in 
comparison to the prior year income tax liability. 

For 2021 income tax returns there is an 
“audit benefit” which reduces the statute 
of limitation to six months or 12 months, 
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Sunset behind the 
cathedral on Simon 
Bolivar plaza in 
the Candelaria 
neighborhood of 
Bogota, Colombia.
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There are several penalties related to the non-compliance or 
late compliance with formal tax obligations. Some of the most 
important are the following: 

Most of penalties may be reduced if payment 
and filing or amendment of the tax return 
is made prior to certain stages of the tax 
administrative procedure that might initiate 
the tax authority. Likewise, in application of tax system 
principles, penalties may be diminished, for instance, if taxpayers 
have not been subject to penalties in prior years. 

Penalties for non-
compliance with formal 
tax obligations
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Late filing penalty 

Applicable in the case of filing of tax 
returns after the deadlines set by 
the National Government. It applies 
on the amount of the tax liability 
computed on the return at the rate of 
5% or 10% for every month of delay 
or any fraction thereof, up to 100% 
or 200% of the total amount due, 
depending on the term in which the 
return is finally filed.

Non-filing penalty  

Applicable in case the taxpayer 
does not comply with the obligation 
to file a tax return. In the case of 
the corporate income tax return, 
it is equivalent to 20% of the bank 
deposits or gross revenues of the tax 
year for which the taxpayer failed to 
file a tax return, or 20% of the gross 
revenues shown in the last corporate 
income tax return filed by the 
taxpayer, whichever is greater. 

Amended return penalty 

The penalty for filing an amended 
tax return is 10% of the difference 
between the tax due on the original 
tax return and the tax due reported 
on the amended tax return, provided 
it is a voluntary amendment. If the 
tax authorities issue a request for the 
taxpayer to file an amended return or 
order the initiation of a tax audit, the 
penalty for filing an amended return 
increases to 20%.

Inaccurate reporting penalty 

This penalty applies when, once an 
auditing process has been initiated 
by the tax authority, in the return 
is noticed that income, taxes 
items or assets were omitted, or 
of inexistent or inaccurate costs, 
expenses, exemptions, tax credits, 
withholding taxes were included, 
and in general the use of misleading 
or false information in a tax return. 
Inaccuracy Penalty will be equal to 
a 100% of the higher tax liability or 
lower balance in favor determined 
by the tax authority. Nonetheless, 
said percentage is increased to 
160% if the inaccuracy arises from 
the implementation for tax abusive 
conducts and to 200% for omitted 
assets and non-existing liabilities. 
The inaccurate reporting penalty 
is not applied if it is demonstrated 
that there is a supported criteria 
difference between the tax 
authorities and the taxpayer.
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Transfer pricing rules started to apply in Colombia from January 
1st, 2004 and they basically follow OECD principles. 

Transfer pricing rules are applicable to all the taxpayers that carry 
out transactions with related parties abroad, related parties located 
in a free-trade zone or any entity located in tax havens or in a 
preferential tax regime. The Colombian transfer pricing regulations 
establish formal duties, which most of them follow the OECD BEPS 
Action 13 requirements for the documentation of transfer pricing 
transactions. As follows are described the formal transfer pricing 
obligations that the taxpayers have to comply with: 

Transfer pricing 

Transfer pricing local file 
(equivalent to the prior years’ 
TP study) 

Transfer pricing documentation 
level that follows the OECD’s BEPS 
Action 13. Is a report in which 
intercompany transactions subject 
to documentation are analyzed and 
results are disclosed, accompanied of 
an executive summary, an analysis of 
the functions, assets and risks of the 
local entity and the counterparties 
of the transactions, and other 
supporting documentation (e.g. 
financial statements, intercompany 
agreements, benchmark information, 
among others). 

Transfer pricing groups’ 
masterfile   

Transfer pricing documentation 
level that follows the OECD’s BEPS 
Action 13. Consist of a document 
that describes the multinational 
group’s business activities, products 
and/or services, transfer pricing 
intercompany policies, financing 
activities, and intangibles; as well as 
will have to include the group’s legal 
structure (identifying shareholding 
structure of subsidiaries) and the 
consolidated financial statements. It 
is a report usually prepared centrally 
by the group / parent company.

Country by country report  
(“CbCR”)   

Transfer pricing documentation level 
that follows the OECD’s BEPS Action 
13. The CbCR is a disclosure of all the 
entities making part of a multinational 
group, in which it has to show, among 
others: names and jurisdiction of 
tax residence of each entity, level of 
assets, income and profits, income tax 
rates assumed, taxes paid, number 
of personnel of each local entity, and 
more. It is a single report prepared 
by the group, in case it complies with 
some thresholds, mainly consolidated 
revenues above 81.000.000 Tax 
Value Units, (approx. USD857 million).

Furthermore, any constituent entity 
of a s of a multinational group in 
Colombia is required to prepare a 
CbCR notification, in which they have 
to inform which is the group they 
make part of, and confirm whether 
the group is subject to prepare the 
CbCR and where, even if the local 
entity is not performing operations 
subject to transfer pricing. If the 
entity is subject to file a transfer 
pricing return, the notification 
must be included in it, if not, the 
notification must be filed separately.  

Transfer pricing return  

Informative return that discloses the 
intercompany transactions carried 
out by the local entity with its related 
parties abroad, or companies located 
in tax havens o preferential tax 
regimes (all transactions reported, 
no materiality level considered), 
reported by party and type of 
transaction, which also includes the 
amount of the transaction and the 
result of its transfer pricing analysis 
(if it was required).

Villa de Leyva, 
Boyaca, 
Colombia: Stand 
of handcrafted 
baskets at the 
traditional local 
marketplace in the 
Andean mountains 
of central 
Colombia.
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��If an entity obtains 
gross revenues above 
61,000 Tax Value Units, 
(approx. USD645,000), 
or gross equity above 
100,000 Tax Value 
Units that is, (approx. 
USD1.057,000), it will 
have to comply at least 
with the submission 
of the transfer pricing 
return.

��In case the entity 
has intercompany 
transactions above 
45.000 Tax Value 
Units (approx. 
USD476,000) by type 
of transaction in the 
year, or it will also have 
to prepare the local 
file, and to submit the 
group’s masterfile.  In 
addition, if there are 
transactions with tax 
havens/ preferential 
tax regimes, the 
revenues and/or 
equity thresholds are 
lowered, in this case 
10.000 Tax Value Units 
(USD106.000 approx.).

��In any case (whether 
there are any other 
transfer pricing 
obligations or not), the 
local entity which is 
part of a multinational 
group, will be subject 
to submit a CbCR 
notification.

The abovementioned formal transfer pricing 
obligations in Colombia are required in the 
following events:

Colombian tax laws establish 
the methods that can be used 
in the transfer pricing analysis. 
These methods follow the OECD 
guidelines. However, these 
guidelines are just reference 
for Colombian transfer pricing 
rules. The methods include the 
comparable uncontrolled price 
method, the resale price method, 
the cost-plus method, the 
profit split method, the residual 
profit split method and the 
transactional net margin method. 

It is possible for the taxpayer 
to execute an advanced pricing 
agreement (“APA”) with the Tax 
Authority, for a limited time of up 
to five taxable years (the tax year 
in which the APA is entered into, 
the prior year and the following 
three years). The taxpayer is 
obligated to file an annual report 
with the operations covered by 
the agreement.

It is possible for the 
taxpayer to execute an 
advanced pricing agreement 
(“APA”) with the Tax 
Authority, for a limited time 
of up to five taxable years 
(the tax year in which the 
APA is entered into, the 
prior year and the following 
three years). The taxpayer 
is obligated to file an annual 
report with the operations 
covered by the agreement.
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Reporting obligations at a glance

Tax Filing

Corporate income tax Yearly basis – March / April of the year following 
the taxable year

Fiscal reconciliation report Yearly basis – March / April of the year following 
the taxable year

Withholding tax/Self-withholding tax Monthly basis

Equity tax Annual basis for 2021

VAT Bimonthly or Four-monthly basis  

National consumption tax Bimonthly basis

ICA (local tax)* Bimonthly basis

ICA withholding (local tax)* Bimonthly basis

Real estate tax Yearly basis – January through June 

Transfer pricing return Yearly 

Transfer pricing study (local and master file) Yearly 

Country by country report or notification. Yearly 

Attribution study in the case of branch offices and PE Yearly

Social security & payroll taxes Monthly basis

National tax information on magnetic media Yearly

* ICA due dates given for Bogotá. ICA tax may be annual in Bogota for 
certain small taxpayers. Other jurisdictions usually have a yearly deadline 
with monthly or bimonthly filing periods for anticipated payments and 
withholding taxes, where applicable. 

If you are interested 
in more detailed 
information 
regarding tax 
compliance, please 
scan the following 
QR code
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As a member of the Andean Community of 
Nations (“CAN”), all the regulations related to 
double taxation that are included in Decision 578 
of 2004 are applicable to Colombia, with respect 
to the payments and operations taking place in 
the territories of the member countries of this 
multilateral organization. Decision 578 applies to 
the income tax and the so-called “complementary 
taxes”, namely the capital gains tax, and also to 
the equity tax. It is a treaty based on the principle 
of the source; hence, as a relief to prevent double 
taxation it provides an income exemption method 
instead of a tax credit method on the taxes paid in 
the other CAN countries.

Colombia has DTTs in effect with Canada, Chile, 
Czech Republic, India, Mexico, Portugal, Spain, 
South Korea, Switzerland, and the United 
Kingdom, which are mainly based on the OECD 

model convention and, in respect to some topics, 
are based on the United Nations model convention. 

The Colombian government has also signed a DTT 
with France, United Arab Emirates, Italy and Japan; 
however, the approval procedure has either not 
been initiated or concluded (it could take a couple 
of years in being completed).

Colombia signed the Multilateral Convention to 
Implement Tax Treaty Related Measures to Prevent 
BEPS (“MLI”) which impacts most of the DTT 
entered by Colombia which are currently in force. 

Currently, Colombia is negotiating DTTs with 
Belgium, United States, China, Germany, The 
Netherlands, Panama, Luxembourg and Hungary. 
There is no official information regarding the status 
of these negotiations.

Additionally, Colombia has DTT covering 
certain international air transportation 
services with Argentina, Brazil, France, 
Germany, Italy, the United States, Panama, 
Turkey, and Venezuela.

Other relevant tax matters

Double taxation treaties 
(“DTT”) Silhouette of an 

airplane taking off.

96

Introduction

Setting up a business

Making investments

Hiring employees

Bringing foreign personnel

Trading cross border

Making cross border payments

Keeping the accounting records

Paying corporate taxes

Paying personal taxes

Relevant data

Colombia  Business & Investment Guide 2021 ª Paying corporate taxes



The following table summarizes the 
DTT entered into by Colombia:

Information exchange treaties 
(“TIEA”)

Country Scope Currently in force
Andean Community (Bolivia, Ecuador, Peru) General Yes
Argentina Air and sea transportation Yes
Brazil Air and sea transportation Yes
Canada General Yes
Chile General Yes
Czech Republic General Yes
France Air transportation

General
Yes
No

Germany Air and sea transportation Yes
India General Yes
Italy Air and sea transportation 

General
Yes 
No

Japan General No
Mexico General Yes
Pacific Alliance (Chile, Mexico and Peru) Pension funds No
Panama Air transportation Yes
Portugal General Yes
South Korea General Yes
Spain General Yes
Switzerland General Yes
Turkey Air transportation Yes
United Arab Emirates General No
United Kingdom General Yes
USA Air and sea transportation Yes
Venezuela Air, land, sea, lake and river transportation  Yes

Additionally to the 
information exchange 
clauses included in the 
DTT’s signed by Colombia, 
Colombia also entered into a TIEA with 
the United States and is a part of the 
Convention on Mutual Administrative 
Assistance in Tax Matters of the OECD 
which includes information exchange 
mechanisms between 141 participating 
jurisdictions.
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Paying  
personal taxes 

Colombia offers something that will 
appeal to just about everyone. You 
will find that Colombia is a more 
developed country than most in Latin 
America, with the infrastructure, 
modern products, and services you’d 
expect in a country on the move. 
Colombia is no longer Latin America’s 
best-kept secret because more and 
more expats are moving here to start 
a new life in this beautiful country…
either retiring or continuing to 
generate an income”.

The World’s Best Places  
to Retire in 2021
International living 

“
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Resident Colombian nationals or foreigners are subject to 
tax on their worldwide income and equity as of their first 
year of tax residence in Colombia. 
Colombian nationals without tax residence and foreigners without tax residence in 
Colombia, are obligated to report only their Colombian source income and equity 
held in Colombia.

Income tax

Tax credit for foreign taxes paid on foreign 
source income is available for residents 
and under specific limitations.

The income tax rate that applies to Colombians 
and foreign non-residents is 35%. The tax rates 
that apply for national and foreign residents 
are determined according to brackets of taxable 
income which go from 0% up to 39%.

Tax rate is applied on net taxable income. For 
employees, either nationals or foreigners, labor 
taxable income will be reduced in 25% as exempt 
labor income. Some deductions are allowed for 
employees reporting labor income such as 

 Interest paid on the acquisition of a 
house where the employee lives in 

 Private payments for health made 
for themselves, their spouse and 
their children or dependents 

 An additional deduction for 
dependents is limited to the lesser 
amount between the  
10% of the total gross income arisen 
for the labor relationship 

 Voluntary contributions into pension 
funds and housing savings accounts 
(“AFC”)

 Interest paid on ICETEX educational 
loans acquired by the taxpayer. 
In any case, exemptions and 
deductions applicable to employees 
are capped at 40% of gross income 
less contributions to the mandatory 
social security system and an 
annual amount (COP179,459,000 
for year 2020 income tax, approx. 
USD52.280).

Employment income must be 
added to non-company income, to 
determine the taxable base.
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Reporting obligations 
at a glance

Tax Filing

Individual income tax return Yearly basis – From August to October 
of the year following the taxable year

Declaration of fixed assets abroad Yearly basis – From August to October 
of the year following the taxable year

Wealth tax Annual basis for 2021 - From May 
to October

Tax information on magnetic media Yearly basis- From April to May of the  
year following the taxable year 

Equity tax

Individuals, whose net equity as of 
January 1st 2020 was equal to or 
greater than 

Some exemptions and reductions 
are applicable. Tax rate is 1% over 
the taxable basis. 

COP 
5,000,000,000 
(approx. USD 1,457,000), 
are obliged to file the equity tax 
return for 2021.

Declaration over fixed 
assets owned abroad

Individuals, who are classified as tax residents 
in Colombia and have assets abroad at 
January 1st of each year, are subject to 
annual declaration over fixed assets owned 
abroad, provided such assets have a value 
equal or greater than 2.000 Tax Value Units 
(COP71,214,000 for 2020 income tax, 
approx. USD 20,745).

If the total value of the assets abroad is higher 
than certain amounts determined annually, 
the declaration must include the country, 
identification, equity value and kind of each 
asset. If not, it is only necessary to inform the 
equity value of the assets for each country.
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Relevant 
data 

Obtaining dreams and projects of the 
size of the [Bogota] metro requires 
generosity, vision and teamwork, 
transcending in time even in the 
midst of differences, which is normal 
in any plural democracy.” 

Claudia López 
Mayor of Bogotá

“

101 Colombia  Business & Investment Guide 2021 ª Relevant data 

Introduction

Setting up a business

Making investments

Hiring employees

Bringing foreign personnel

Trading cross border

Making cross border payments

Keeping the accounting records

Paying corporate taxes

Paying personal taxes

Relevant data

https://bogota.gov.co/mi-ciudad/movilidad/claudia-lopez-al-fin-el-metro-hace-parte-de-nuestras-vidas


Colombia’s exchange rate COP/USD  
(updated to December, 2020)

Colombia Exchange Rate COP/USD, Source: Banrep 

Exchange Rate COP/USD
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Inflation and monetary policy rate   
(updated to December 2020)

Colombia Inflation and Interest Rate, Source: Banrep
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Consumer price index   
(updated to December, 2020)

Consumer Price Index (CPI), Source: DANE
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GDP per capita    
(updated to December, 2019)

Colombia GDP Per capita in USD, Source: Banrep

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

5.127 5.420 5.567
5.786 5.978 6.085 6.143 6.158 6.244 6.378
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Legal monthly salary growth rate    
(updated to 2021)

Legal monthly salary (Growth Rate), Source: Banrep
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Unemployment % and labor force in million   
(updated to November, 2020)

Colombia Unemployment, Source: Banrep - World Bank
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