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Colombian tax reform passed
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In brief

The Colombian Congress on December 28 passed tax reform legislation that includes major changes to
Colombian tax law.

The highlights of the tax reform include:

Reduction of the general corporate income tax rate to 32% for 2020, 31% for 2021, and 30% for 2022
and onward.

Reduction of the minimum presumptive tax rate to 3% for 2019, 1.5% for 2020, and 0% for 2021 and
onward.

Thin-capitalization rules will apply only to related-party debt transactions (local and cross-border), and
should observe a 2:1 debt-to-equity ratio.

Indirect transfers of Colombian assets (including shares) will become taxable for Colombian tax
purposes, with certain exceptions. The local entity whose shares are indirectly transferred and the
non-resident seller should be jointly liable with respect to the tax due.

Creation of a new ‘Holding Entity Regime’ which, if certain requirements are met, provides
participation exemption benefits for dividends paid to and out of Colombia, as well as exemption for
capital gains on the disposition of the shares of the Colombian holding entity (when there are no
Colombian activities) and its subsidiaries.

Creation of a preferential tax regime for large taxpayers that meet certain job creation and investing
requirements. The special tax regime provides a reduction of the corporate income tax rate to 27%,
and exemption from both the dividend tax and the re-introduced equity tax.

General income tax withholding rate on cross-border payments increased to 20% (from 15%).

Income tax withholding rate on cross-border payments related to administrative services increased to
33% (from 15%).

Branches and permanent establishments are now taxed on attributable domestic and foreign-source
income.

Minimum pricing on the sale of goods and services is increased to 85% of fair market value on the
date of the transaction (up from 75%).

pwc

WWW.pWC.COIm



Tax Insights

The dividend tax now applies to
distributions to domestic entities
and permanent establishments
(previously it only applied to cross-
border distributions); the rate is
increased to 7.5% (from 5%).

The Equity Tax is re-introduced for
2019 through 2021. The triggering
event is holding net equity in
excess of COP$ 5 billion
(approximately USD 1.5 million) as
of January 1, 2019. The tax rate is
1%; the taxable base should be the
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For a deeper discussion of how enactment of Colombian tax reform may affect your business, please contact:

taxpayer’s net equity as of January
1.

Introduction of a one-time tax
applicable to taxpayers that come
forward to disclose under-reported
assets or unsupported liabilities as
of January 1, 2019. The tax rate is
13% and applies on the tax basis
(for under-reported assets) or the
tax cost (for unsupported
liabilities).

A new tax credit is available for
50% of the industry and trade tax

(a city tax on gross receipts) and
50% of banking tax.

Taxes and levies, other than
income and equity tax, are fully
deductible for income tax purposes
(previously, only a few were
deductible).

Introduction of a criminal penalty
for the commitment of fraud and
tax evasion (applicable under
certain specific conditions and
thresholds).
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At PWC, our purpose is to build trust in society and solve important problems. PwC is a network of firms in 158 countries with more than 250,000 people who are committed to
delivering quality in assurance, advisory and tax services. Find out more and tell us what matters to you by visiting us at www.pwc.com/US.


mailto:carlos.chaparro@co.pwc.com
mailto:angela.liliana.sanchez@co.pwc.com
mailto:jose.leiman@pwc.com
mailto:maximo.l.vargas@pwc.com
mailto:ramon.mullerat@es.pwc.com
mailto:isabel.asin.p.perez@pwc.com

