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Some relevant aspects of taxation in Colombia

1. There are national, departmental and municipal taxes.

2. National taxes are administered by DIAN (Direccién de Impuestos y Aduanas Nacionales).

The most significant taxes are income tax, which is levied on profits at a general rate of 35 %, and
the value-added tax (VAT), applied to consumption at a general rate of 19 %.

3. Territorial taxes are collected by the municipality where the taxable activity takes place. For
example, the Industry and Commerce Tax (ICA) is applied to industrial, commercial, and services
activities, its rate varies depending on the location where the taxed activity is carried out.

In Bogot4, the rates for this tax are set as follows:

Activity Grouping Rate per Thousand
101 414

Industrial 02 &3
103 1,04
104 8
201 IATA

Commercial 202 6,9
203 13,8
204 1,04
301 414

' 302 6,9

Services 303 13,8
304 9,66
305 7

Financial 401 14,00

4, Dividends paid to non-residents are subject to a general withholding tax rate of 20 %, regardless
of whether the company distributing the dividend has applied a tax benefit.




Some vehicles through which business
can be developed

As an Individual

From a tax perspective, income tax is generated
when the individual actually receives payment
for the activity performed (cash basis). On the
other hand, when the business is carried out
through a legal entity, it is based on the financial
profit, applying the accrual principle, i.e., the
recognition occurs when the right to payment is
generated, without necessarily having received
the money.

Business collaboration contracts

They allow the development of strategic
alliances, where two or more people join
together without creating a company to
jointly develop an operation, where each party
makes a contribution, and benefits are shared.
They often improve cash flows compared to
traditional corporate models and are known by
their flexibility and adaptability to the business

environment.

Commercial trust

Enables businesses to be developed with high
flexibilit, where a fiduciary entity manages the
money or assets that have a specific purpose.
It shields the operation by constituting
an autonomous patrimony that operates
separately from the assets of the tustors
and/or beneficiaries, which allows the assets
contributed to be non-seizable. The principle
of fiscal transparency is applied, under which
the trustor and/or beneficiaries are the ones
who recognize and pay the taxes, if the activity
developed by the autonomous patrimony enjoys
a tax benefit, this is transferable to the trustor/
beneficiary, depending on the form in which the
trust contract is structured.

Mandate contract

Is a contract in which a person hires another
person to manage their business, to take charge
of it or to represent them in a certain task,
activity or management.
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Tax benefits associated with
technology-based companies

1. Income not constitute income or occasional gain
in projects qualified as scientific, technological
or innovation projects

When an income taxpayer receives income
for the execution of a scientific, technological
or innovation project qualified by the National
Council for Tax Benefits in Science, Technology
and Innovation (hereinafter CNBT), this income
will not be computed in the determination of
the income tax. If resources are received from
state entities and are not qualified by the CNBT,
such resources will be considered taxed with
income tax and complementary taxes (Art. 57-2
Tax Statute).

2. The remuneration received by the scientific
technical personnel for the development of
projects qualified by the CNTB is considered
as income not constitute income or occasional
profit

The natural persons who are part of the scientific
technical personnel of the projects qualified as
scientific, technological or innovation projects
by the CNBT, are considered as income not
constituting income or occasional profit, that is,
they will not pay income tax on the head of the

natural person nor will they be subject to the
limitations of benefits referred to in Article 336
of the Tax Statute. To enjoy this benefit both the
company executing the project and the natural
person who is part of the project personnel,
must have the resolution by which the CNBT
grants the benefit. (Art. 57-2 Tax Statute).

3. Tax cost of intangible assets formed

In the sale of industrial, literary, artistic and
scientific property, such as patents, trademarks,
copyrights (protection applicable to the source
code of software) and other intangibles, a
tax cost of 30% of the value of the disposal is
presumed. This means that a presumed profit
of 70% is taxed. The profit can be reduced in
a higher proportion, if there are the supports
accepted for tax purposes to take costs and
deductions (Art. 75 of the Tax Statute).
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4, Deduction for investments in Research,
Development and Innovation

When an income taxpayer invests in activities
that are considered research, development and
innovation, it can use that investment to reduce
its income tax rate. This, through a deduction
for amortization of investments, which begins
when the project ends, regardless of whether it
was successful or not. The cost of the project is
divided in equal parts and is deducted during
the time you expect to obtain income from it,
but cannot exceed 20 % of the total cost per
year (Art. 142 Num. 3 Tax Statute).

5. Tax discount for investments made in research,
technological development or innovation

Income taxpayers who make investments in
projects qualified by the CNTB as research,
technological development or innovation,
will be entitled to deduct from their income
tax payable 30% of the value invested in such
projects, i.e., it directly reduces the tax payable.

The investments made will be considered non-
deductible; which means that the taxpayer
must choose between the possibility of taking
the investment made as an amortizable
investment (it can be taken as a deduction) or
as a tax discount, since using the investment
as a deduction and discount is considered a
concurrent tax benefit which is prohibited by
law (Art. 256 Tax Statute).

The discount may be used in the year in which
the investment was made or in the following
four periods

Provided that the value of the
discount does not exceed 25% of

the tax payable determined by
the taxpayer (Art. 258 of the Tax
Statute).

In order to apply for the benefit, there must be
a previous call made by the Ministry of Science
to which the taxpayer can apply as long as he/
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she has the endorsement of a recognized actor,
that is, a researcher who has been recognized as
such by the Ministry of Science.

6. Tax discount of 30% on donations made

When donating to the Fondo Nacional de
Financiamiento para la Ciencia, la Tecnologia y
la Innovacién, Fondo Francisco José de Caldas
or to iNNNpulsa, the donor is entitled to take
30% of the donated value as a tax discount,
this generates a benefit, since under normal
conditions, donations allow a tax discount of
25%, that is, an efficiency of 5 points is generated
(Art. 256 of the Tax Statute, modified by Art. 21
of Law 2277 of 2022).

7. Tax credit for investments in projects qualified
as Research, Technological Development and
Innovation

Investments made by Micro, Small, Medium-
sized companies, or large companies in
conjunction with micro, small and medium-sized
companies, in projects qualified as Research,
Technological Development and Innovation,
in accordance with the criteria and conditions
defined by the CNBT, may access a tax credit
for a value of 50 % of the investment made
and certified by the CNBT. This tax credit may
be credited directly against the tax payable.
When there is no tax payable, it will give rise
to a credit balance that may be subject to

refund and/or compensation under the general
rules for refunds (Art. 850 of the Tax Statute
and following). The application procedure and
access to the benefit is the same as that of the
tax discount for investments in science and
technology (Art. 256 Tax Statute).

8. Hiring of personnel with a doctorate degree

Companies that hire personnel with a doctorate
degree valid in Colombia, which is associated
with the development of R&D&I activities, in
compliance with the requirements defined
by the CNBT, are entitled to an income tax
discount of 30 % of the remuneration, or when
the contractor is a micro, small or medium-sized
company, may opt for a tax credit of 50 % of
the value of the remuneration applicable to the
compensation of national taxes (Art. 256 and
256 -1 of the Tax Statute).
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9. VAT exemption for the importation of
equipment and elements

Research and technological development
centers endorsed by the Ministry of Science,
Technology and Innovation, together with
primary, secondary, middle or higher education
institutions recognized by the Ministry of
National Education, have the possibility of
accessing VAT exemption on the importation
of equipment and materials necessary for the
execution of a qualified Science, Technology
and Innovation project (Art. 428-1 Tax Statute).

10. Payments in shares for employees of BIC
companies are not income or occasional profit

Profits distributed through shares to employees
of Benefit and Collective Interest Companies
(BIC), when these are organized as a joint stock
company and are taxpayers of income tax and
complementary taxes, will be treated as income
not constituting income or occasional profit, as
long as the distributed profits do not exceed
10% of the profits generated by the company
and the worker does not earn more than 200 uvt
(For 2024 $9. 413,000, 2143 USD approx).
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11. Income tax deduction for investments in
creative economy

The Co-Crea call is the mechanism through
which it seeks to grant a tax benefit consisting of
a special deduction of 165% of the value donated
or invested in creative economy projects. In
order to access this benefit, prior to making the
investment or donation, the prior endorsement
granted by the Ministry of Culture within the
framework of the call must be obtained.

This mechanism may be accessed through
own resources, in which case the taxpayer
himself takes the benefit, or as a mechanism for
financing the projects, since the taxpayer may
allocate resources to the previously qualified
projects that will enjoy the benefit. Additionally,
whoever makes the investment or donation,
after obtaining the benefit certificate, can
negotiate it in a secondary market, transferring
the benefit to a third party. Among the activities
covered by the call is the production of software

and information systems for the arts, cultures
and heritage (Art. 180 Law 1955 of 2019)".

12. VAT Excluded

The following services are excluded from sales
tax:

a. Virtual education services for the development
of digital content.

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

c. Acquisition of software licenses for the
commercial development of digital content.

This exclusion means that there is no sales tax to
be paid, for its application certain requirements
must be met. The exclusion applies both in
the importation and in the provision of the
service directly by the taxpayer, as well as in the
commercialization of these services. Since it is
an excluded service, it means that the VATs paid
in the production chain, which are necessary for
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the rendering of such services, are considered a
higher value of the cost or expense, which can
be taken into the income tax.

13. Export of services

Services that are rendered in the country and
used exclusively abroad by companies or
individuals with no business or activities in
Colombia are considered exempt from sales tax
with the right to a refund. This means that VAT is
not charged to the final customer, and the VAT
paid by the service provider in the production
chain may be requested as a refund before the
DIAN. (Art. 481 Tax Statute).

Exports of services are also
not subject to industry and

commerce tax.

As an example, this applies when a foreign
company contracts a Colombian company for
the development of software that will only be
used abroad.

14. Discount for taxes paid abroad

When the income taxpayer in Colombia pays
taxes in other countries, as long as they are
attributable to income considered as foreign
source, such taxes may be used as a tax discount,

that is, as a credit to the income tax generated
in Colombia, as long as the discount does not
exceed the amount of tax that such income
generates in Colombia. In the event that taxes
are paid abroad for income that is considered
to be of Colombian source, as in the case of
services rendered in the country that are used
abroad, such taxes may not be taken as a tax
discount (Art. 254).

1 The CoCrea 2024 Call for Proposals specifies the projects that can be
included in this category, covering projects aimed at the development,
production, implementation, dissemination and commercialization of
software and information systems for the arts, culture and heritage.
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