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Double tax treaties,

iInternational

Investment
agreements and
free trade treaties.
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»What are the

Double Tax Treaties
(“DTT”)?

DTTs have, among other purposes, the objective of increasing
the commercial flow between the Contracting States by
eliminating the tax barriers that may affect it; i.e., the
mitigation of legal double taxation -mainly- and economic -in
some cases (article 9 and the Mutual Agreement Procedure)
- as a result of the exercise of the sovereignty in taxation of
the States to tax the same income. To do this, States enter
into DTTs, and estipulate distributive rules in order to resolve
double taxation, as follows:

e4 Income that can only be taxed exclusively by the State
(I) of residence (for instance, business profits referred to in
article 7 of the DTT between Colombia and the United
Kingdom), when there is no Permanent Establishment
located in Colombia to which said business profits are
attributable; therefore, Colombia will not be able to
tax them. By this distributive rule, double taxation is
mitigated: “prohibiting” the State of source from taxing
the item of income in question.
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Income that can be taxed by both States and without
restriction in the State of source, (for instance,
income arising from real estate located in Colombia),
in which case the State of residence must grant
double relief taxation via tax credit or tax deduction
or tax exemption or income exemption.

Income that may be taxed by both States, but with
restriction in the State of source as to the applicable
rate (for instance, dividends, interest, and royalties; in
which case, the tax rate in Colombia, as the State of
source, may not exceed 10% or 5%, as the case may
be), but still the State of residence must grant tax
relief.

»What are the DTTs
concluded by
Colombia?

DTTs signed by Colombia mainly follow the OECD Model
Convention on Income and Capital, but certain deviations,
particularly with (i) the attribution of items of income
attributed to Permanent Establishments, the exploitation of
software, dividends and (ji) the adoption of Most Favoured
Nation clauses.

Colombia is part of the Andean Community of Nations
and, therefore, of Decision 578 that seeks to eliminate
double taxation between the following States:

Bolivia, Colombia, Ecuador, and Peru. Unlike the DTT,
Decision 578 has as a method to mitigate double
taxation, which is the exemption of income.
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The list of DTTs
signed by Colombia
is presented below,
namely:
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Bolivia (Decision 578)
Brazil
Canada
Chile
South Korea
Ecuador (Decision 578)
United Arab Emirates
Spain
France
India
Italy
Japan
Luxemburg
Mexico
Netherlands
Peru

Portugal

United Kingdom and
Ireland

Czech Republic
Switzerland

Uruguay

Income and Capital
Income
Income and Capital
Income and Capital
Income and Capital
Income and Capital
Income
Income and Capital
Income
Income
Income
Income
Income and Capital
Income and Capital
Income
Income and Capital

Income
Income

Income
Income and Capital

Income

May 4, 2004

August 5, 2022

November 21st, 2008

April 19, 2007
July 27, 2010
May 4, 2004
November 12, 2017
March 31, 2005
June 25, 2015
May 13, 2011
January 26, 2018
December 19, 2018
January 19, 2024
August 13, 2009
February 16, 2022
May 4, 2004

August 30, 2010

November 2, 2016

March 22, 2012
October 26, 2007

November 19, 2021

June 1st, 2005
Not in force yet.
January 1st, 2013
January 1st, 2010
January 1st, 2016

June 1st, 2005
Not in force yet.
January 1st, 2009
January 1st, 2023
January 1st, 2014
January 1st, 2020
January 1st, 2023
Not in force yet
January 1st, 2014
Not in force yet.

June 1st, 2005

January 1st, 2014

January 1st, 2020

January 1st, 2014
January 1st, 2012

Not in force yet.




* Are there other
treaties regarding

taxation?

Yes, Colombia is part of the Agreements to Eliminate Double

Taxation of Air and Maritime Navigation Companies and for
the Exchange of Tax Information in Fiscal Matters.

In the case of the Agreements to Eliminate Double Taxation of Air and Maritime
Navigation Companies, Colombia is part of the following Agreements:

- Germany

[ |

— Argentina
Brazil
e
BE— United States of
_ America

I I Italy
i’ Panama
Venezuela

Income and Capital
Income
Income and Capital

Income and Capital

Income

Income and Capital
Income

Income and Capital

September 10, 1975
September 15, 1967
June 28, 971

March 19, 1970

August 1st, 1961

December 21, 1979
April 13, 2007

November 22, 1975

June 14, 1971
March 22, 1971
January 1st, 2007

February 10, 1978

December 11, 1961

October 9, 1987
January 1st, 2009

November 10, 1976
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»What are International

Investment
Agreements

On the other hand, in the case of the Agreements for the Exchange of Information in
Tax Matters, Colombia is part of the following:

Barbados

United Arab Emirates

United States of
America - FATCA

All taxes.

All taxes.

Income tax,
VAT, Stamp Tax
and Financial

Transaction Tax.

November 25, 2014

June, 2022

March 30, 2001

Not in force yet.

Not in force yet.

January 1st, 2014

(“lIAs”)?

Los CDI suscritos por Colombia se inspiran en los diferentes
modelos de convenio de doble imposicién impartidos por la
OCDE, aunque con algunas desviaciones, particularmente en
lo que respecta a: (i) la sujecion a las rentas originadas por los
establecimientos permanentes, la explotacion de software,
dividendos;  (ii) la adopcién de clausulas de nacién mas

favorecida.
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ITAs are international treaties, which purpose is:

1.

2.

Strengthen the bonds of
friendship between the
contracting parties.

S.

Provide conflict and dispute
resolution mechanisms
through which an investor
can sue a State before an
international arbitration
court, in case of non-
compliance with the
treaty’s obligations by

the State receiving the
investment.
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The foregoing means that the Alls do not
regulate aspects related to “tax measures”.
Therefore, contracting States shall preserve
their tax sovereignty

i.e., to determine their tax system autonomously. However,
said tax sovereignty cannot be exercised arbitrarily by the
contracting States in exercise of their fiscal autonomy. For
this reason, if contracting States enact tax measures that are
directly or indirectly expropriate and reprehensibly affect - that
is, that do not correspond to reasons of public utility or that
are discriminatory - the investment, the aggressor States must
indemnify or compensate the damage caused against the
injured investors.

Colombia is part of various types of llAs such as: (1) investment
chapters included in Free Trade Agreements and (2)
Agreements for the Promotion and Reciprocal Protection of
Investments (Alls).
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»What are the
current llAs?

10

11

Mexico

United States of America
Canada

Chile

Northern Triangle of

Central America (E1l
Salvador, Guatemala and

Honduras)
European Union

Free Trade Association
(Iceland, Liechtenstein,
Norway and Switzerland)

Costa Rica
South Korea
Pacific alliance

Israel

Spain
Switzerland

United
Kingdom

Japan

China

India

Peru
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On the other hand, although as of the date of preparation of
this document they are not in force, Colombia has signed the
following llAs, as follows: (1) investment chapter in the FTA
with Panama and (2) APPRIs with France, Turkey, Singapore,
Brazil and the United Arab Emirates.
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»What are Free Trade
Treaties (“FTTs”)?

FTTs are international contracts or treaties which purpose is to
encourage friendly and commercial relations between States,
as well as to protect the investments of their nationals against
expropriatory and discriminatory measures.

Additionally, the FTTs regulate aspects that are fundamentally
related to foreign trade and customs law; these are, tariffs,
rules of origin, safeguards, among others.

FTTs, as a general rule, do not
regulate matters related to “tax
measures”’, except those that are

expressly stipulated therein. Thus,
the States keep their tax authority
intact.
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For the reasons expressed before, the FTTs suggest or
recommend that the States parties enter into DTTs for the
purpose of legally encouraging and protecting trade between
the parties from a tax point of view; such was the case, for
example, between Colombia and Mexico, in which the FTT
and the DTT were signed by both States; however, the signing
of an FTT does not necessarily imply that, in effect, contracting
States enter into DTT regarding income tax and to avoid tax
evasion, as is the case of Colombia and the United States of
America.

However, in those cases where contracting States of a FTT
also have in force “any tax agreement” as well, and the latter
is incompatible with the FTT in question, the tax agreement
shall prevail. This is because tax agreements establish special
rules on the tax field; Furthermore, it is worth noting that FTTs
do not virtuality regulate rights and obligations contracted by
contracting States under “any tax agreement”.
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*What are the FTTs
signed and in force
by Colombia?

Currently, Colombia has 18 FTTs in force, as follows:

1) The Partial Scope Agreement No. 29 between Colombia and
Panama.

2) The Partial Agreement of Commercial Nature AAP.C No. 28
between Colombia and Venezuela. .

3) The Framework Agreement of the Pacific Alliance.

4) The Free Trade Agreement between the Republic of
Colombia and Canada.

5) The Andean Subregional Integration Agreement.

6) The Partial Scope Agreement on trade and economic and
technical cooperation between Colombia and the Caribbean
Community (CARICOM).

7) The Chile and Colombia Free Trade Agreement.

8) The Free Trade Agreement between Colombia and the
Republic of Korea.

9) The Free Trade Agreement between Colombia and Costa
Rica.
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10) The Economic Complementation Agreement No. 49
concluded between Colombia and the Republic of Cuba.

11) The Free Trade Agreement between Colombia and the
EFTA States (EFTA).

12) The Free Trade Agreement between Colombia, El Salvador,
Guatemala and Honduras.

13) The Trade Promotion Agreement between Colombia and
the United States of America.

14) The Free Trade Agreement between Colombia and Israel.
15) The Economic Complementation Agreement No. 72 signed
between Argentina, Brazil, Paraguay, Uruguay (Mercosur

States) and Colombia.

16) The Trade Continuity Agreement between Colombia and
the United Kingdom.

17) The Free Trade Agreement between Colombia and Mexico.

18) The Trade Agreement between the European Union,
Colombia, Peru and Ecuador.
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On the other hand, Colombia has
signed Free Trade Agreements with

Panama and Singapore, but said
agreements are not in force as of the
date of preparation of this document
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