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IMPORTANT DISCLAIMER

This publication has been prepared for clients of DG&A - Abogados.
While every effort has been made to ensure accuracy, no

responsibility can be accepted for errors and omissions, however
caused.

The information contained in this publication should not be relied on
as legal advice and should not be regarded as a substitute for
detailed advice in individual cases. If advice concerning individual
problems or other expert assistance is required, the services of a
competent professional advisor should be sought. Unless otherwise
indicated, the law is as stated on September 2009.
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1 INTRODUCTION

Colombia today, has emerged as an excellent place to invest and expand
markets, as some of the most important publications in the world - such as
The New York Times, The Guardian, and the travel guide Lonely Planet -
have recently recognized and publicized the new image that Colombia is
projecting to the world.

This positive shift in perception is based on fact. Legal reforms to encourage
profits through investment, accelerating economic growth and enhancing
the political and economic stability of the country, including greater
security, have join to produce a positive reaction in the form of ever-
increasing foreign investment.

The objective of this brochure is to present the case facts that Colombia is
an excellent place to invest, including legal and tax matters relate to foreign
investment in Colombia, corporate structures, labor and migration law, tax
regime, foreign trade and customs rules, foreign exchange regime, legal
stability of contracts and free trade zones.

2 CORPORATE STRUCTURES

The Colombian Commercial Code provides for a number of structures that
are available for those interested in doing business in Colombia through a
legal entity.

2.1 Types of business

The type of society more common to develop a commercial activity in
Colombia is the Simplified Stock Corporation (in Spanish SAS), created by
Law 1258/ 2008, with the purpose to facilitate the creation and the
operation of new societies, to favor the enterprise innovation and to
improve the competitiveness of the economic system in Colombia.

But there are other structures that are suitable for commercial purposes like
the corporation, limited liability company, and the branch of a foreign
company. All these entities benefit from a clear division between capital and
responsibility, limiting, as a general rule, the liability of the investor to the
amount of its participation.

The main characteristics of the principal’s entities structures are described
in Annex 1. The principal’s advantages and disadvantages of each one are:

2.1.1 Corporation

This type of entity is widely used in Colombia; the advantage of this
structure is that the liability of its shareholders is limited to the amount of
their contributions, without exception. But the main disadvantage is the
requirement to have a statutory auditor, and to have a minimum of five (5)
shareholders for its creation and operation.
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2.1.2 Limited Liability Company

The main attractive of this corporate vehicle are that it may be created with
only two members and that it is not required to have a statutory auditor,
except in certain cases established by the law. Bu the main disadvantage is
that, although the liability of the members is limited to the amount that
they contribute to the capital of the company, there are two exceptions
which make them jointly and severally liable for the labor and national tax
obligations of the legal entity.

2.1.3 Simplified Stock Company (SAS)

This type of business is recently authorized with the advantage that its
regulation is flexible and adaptable, which provides shareholders with
instruments that facilitate the creation, operation and termination of the
company.

2.1.4 Foreign Company Branch

This form is used widely in the Colombian market. From a legal point of
view the branch is an extension of the Home Office, which is therefore
responsible for all of the liabilities incurred by the branch in the country.
The main advantage is in being able to have an asset account called
Compensation account, which works as a reciprocal account between the
branch and its Home Office.

3 FOREIGN INVESTMENT REGIME

Under the Constitution and current foreign investment regulations, foreign
investment in Colombia is considered to be any capital investment, be it
direct or as part of a portfolio, made from abroad in the Colombian territory,
including Colombian Free Trade Zones, by persons who do not reside in
Colombia.

The Foreign Investment shall receive the same treatment as those made by
Colombian nationals and discriminatory treatment or special conditions may
not be imposed on foreign investors.

For foreign exchange purposes, Colombian residents are considered to be all
individuals living inside the national territory, legal persons domiciled in
Colombia, branches of foreign corporations established in the country, and
foreign individuals that remain inside the country for periods of more than
six continuous or non-continuous months, over a 12 month period.

3.1 Principles of the Foreign Investment Regime
The Colombian Regulation establishes the next principles for foreign
investment:

1. Equality of treatment: foreign investment receives the same
treatment as local investment. Therefore, the imposition of
discriminatory or more favorable treatments or conditions on foreign
investors is not permitted.
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2. Universality: foreign investment is welcomed in any sector of the
economy, save for the following cases: national defense and security
activities; processing, disposal and dumping of toxic, hazardous or
radioactive waste produced outside of the country; and private
surveillance and security companies.

3. Automaticity: carrying out foreign investment does not require any
authorization, except under the special regimes governing the
mining, oil and gas, insurance, television, and financial sectors, which
require, in certain events, prior acknowledgment or authorization by
official authorities such as ministries and offices of superintendents.

4. Stability: the conditions for the reimbursement of the investment and
for the remittance of profits that were in effect on the date of the
investment’s registration may not be modified in a way that adversely
affects the investor. Such scenario may only take place when the
international reserves are less than the value of three months of
imports.

3.2 Investment Registration

Foreign investments must be registered before the Central Bank either
automatically on entry of currency into the country or, upon filing of
relevant documents, as a necessary condition for the foreign investor to be
able to exercise foreign exchange rights conferred by law.

The registration procedure for foreign investments is simple and can be
conducted either directly with the Central Bank through an authorized
market intermediary or a current compensation account, but always by the
foreign investor, or the person representing his or her interests.*

The periods and conditions for registering foreign investments differ,
depending on whether the same is made directly or via portfolio, and on the
method by which it is made. The general rule establishes that the
registration of foreign investments occurs automatically by means of filing
the international investment exchange declaration (From No.4 of the
Central Bank).

3.3 Registration benefits
Once the investment is registered, there are some benefits:

1. To reinvest the profits or retain them in the surplus of undistributed
profits with right of transfer.

2. To remit proven net profits generated periodically by his or her
investments.

! For more information see Central Bank web page www.banrep.gov.co
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To capitalize sums with right of transfer, produced by obligations
derived from the investment.

To remit abroad, in freely convertible currency, sums received either
from the transfer of the investment inside the country, from the
liquidation of the company or the portfolio, or from a decrease in the
capital of the company or the portfolio.

4 FOREIGN EXCHANGE MARKET

The foreign exchange market is constituted by currencies generated from or
required in any transaction which needs to be channeled through foreign
exchange market intermediaries or current compensation accounts.

4.1 Operations regulated by the Foreign Exchange Market
The following operations need to be channeled through the foreign
exchange market:

1.

Foreign capital investments in the country, as well as returns
associated with the same.

Importation and exportation of goods.

. Foreign debt operations conducted by Colombian residents, as well as

financial costs inherent in the same.

Colombian capital investments abroad, as well as returns associated
with the same.
Guarantees and surety agreements in foreign currencies.

Derivatives operations

Financial investments in securities issued abroad, or investments in
assets situated abroad, as well as returns associated with the same,
except when investments are made with currencies coming from
operations not required to be channeled through the foreign
exchange market.

4.2 Foreign Exchange Market Intermediaries

Foreign exchange market intermediaries are entities authorized to channel
currencies pertaining to operations conducted in the regulated foreign
exchange market; the following are the entities:

U=

Commercial and Mortgage Banks
Financial Corporations

Commercial Finance Companies
Financiera Energética Nacional (FEN)
Bancoldex

Financial Cooperatives
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7. Stock brokerage firms
8. Currency Exchange Houses

4.3 Compensation Accounts

The foreign exchange regime has provided Colombian residents with a
flexible mechanism for managing their operations, particularly those
pertaining to the regulated exchange market, without the need to turn to
foreign exchange market intermediaries. This is made possible through the
opening of current accounts abroad in foreign currency.

The registered compensation accounts are accounts opened abroad by
Colombian residents or foreign company branch and which are registered
with the Central Bank to channel foreign currency originated in controlled
operations.

Compensation accounts may be used to pay for imports, deposit sums
resulting from the payment for exports, receive sums for foreign investment
in Colombia, transfer investment profits, receive disbursements of foreign
loans and pay principal and interest.

The opening, managing and closing of compensation accounts are subject to
the reporting requirements of the Central Bank of Colombia and the
Directorate of National Taxes and Customs (DIAN).

5 LEGAL STABILITY CONTRACTS

Recent legislation, Law 963/2005, has been introduced to stimulate
investment and provide greater stability to legal provisions in Colombia,
according to which both foreign and investors may sign a contract with the
Government and agree that specifically-cited provisions which are essential
to investment can be protected from changes.

These contracts assure the investors who sign them that if during the
effective term of the same any of the laws identified in the contract as being
determinative for the investment is adversely amended, the investors will
have the right to the continued application of said laws in their original form
for the remainder of the term of the respective contract.

The contract must have a minimum term of three and a maximum of 20
years, during which time the investor must pay to the Colombian Treasury,
the Ministerio de Hacienda y Crédito Publico, a premium equal to 1% of the
value of the investment made each year, or 0.5% if the investment is made
during an unproductive stage.

The following are the requirements for entering into these contracts:
1. Contracts must be approved by an intergovernmental committee,

which has four months to approve the contract. Supporting studies
and documents must also be submitted by the investor.
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These benefits apply to new investments or the development of
existing investment for amounts of at least 7,500 times the current
legal minimum wage (approximately $1,500,000 USD.)

. Although there is no definition of what constitutes investment, the

benefits apply in the following fields: tourism, manufacturing,
agriculture, agricultural/forestry exports, mining, petroleum,
telecommunications, construction, port and railroad development,
power generation and irrigation projects and all activities approved
by a committee formed to approve these contracts.

The following laws may not be subject to stability contracts:

1.

5.

6.

Laws that harmonize rights, guarantees and duties established in the
National Constitution with respect to international treaties ratified by
Colombia.

The social security regime.

Compulsory investments decreed by the government under
exceptional circumstances.

Laws declared unconstitutional or illegal during the term of duration
of the Legal Stability Contracts.

Regulations issued by the Central Bank of Colombia.

The legal obligation to declare and pay taxes.

6 LABOR AND MIGRATION LAW

An employment contract is one by which any individual (employee) agrees
to render a personal service to another person or entity (employer), under
the continued subordination of the latter, for a remuneration (salary).

Colombian legislation establishes a regular working day of 8 hours per day,
48 hours per workweek, from 6:00am to 10:00pm. Exceptionally, overtime
work is permitted in some instances, but must be paid with a surcharge as
follows:

1.

Night work: work performed between 10:00 pm. and 6:00 am, must
be paid at 35% over and above the remuneration paid for day work.

2. Overtime:

a. Day work: is paid at 25% over and above the remuneration of
the ordinary day work.

b. Night work: is paid at 75% over and above the value of the
ordinary day work.

10
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3. Work performed on Sundays or legal holidays: are paid at 75% over
and above the salary for ordinary day work.

6.1 Types of labor contracts
Depending on how the parties stipulate the duration of the employment
contract, the contract can be:

1. Duration of a specific job: this is when the employment contract is
entered into for the period required to carry out certain work or
employment, which must be expressly determined.

2. Fixed period: this is when the employment contract is entered into for
a fixed term of duration. This kind of contract must necessarily be
executed in writing to establish the validity of this stipulation. The
initial term of duration for these kinds of contracts cannot exceed
three years, but it may be renewed indefinitely.

3. _Indefinite term of duration: an employment contract for an indefinite
period is one not stipulated for a fixed period or whose duration is not
determined by the work or nature of the labor contracted.

4. QOccasional or temporary contract: It has duration no greater than
one (1) month and it refers to activities different from the normal
activities of the employer.

6.2 Salary

Salary is defined as not only the ordinary remuneration, fixed or variable,
but also everything the worker receives in money or in kind, as direct
compensation for his/her services, regardless of the form or name given
thereto.

There are three types of salary:

1. Ordinary wages: is the compensation that pays for ordinary work. At
the end of each year, the Government establishes the current
minimum monthly legal wage or SMMLV. For year 2009, the SMMLV
is Col$496,900.

2. Integral salary: It is possible to agree in some cases that an
employee’s salary not only include ordinary services, but also in
advance some social benefits, allowances, surcharges for work on
Sundays and holidays, incidence of permanent traveling expenses
and in general, whatever payment or benefit in money or kind
expressly identified in the agreement as included in the integral
salary payment.

11
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The monthly integral salary must be agreed upon in writing and can
in no event be less than ten (10) minimum salaries, plus a benefit
factor amount equivalent to the 30% of said salary.

6.3 Social benefits

The Colombian employment law requires the employer to give the employee
a number of mandatory benefits, called social or fringe benefits, which are
the minimum payable to employees who are not covered by an integral
salary arrangement.

Concept Payment Description

Period
Severance Pay | Annual Proportionately for any fraction thereof, which
must be deposited in a severance fund on
February 14 of the following year or paid directly
to the employee at the termination of the

contract
Interest on | Annual 12% of the annual severance amount or
severance proportionately for a fraction thereof.
Service bonus Every six | Fifteen (15) days of wages for each semester
months worked or proportionately for fraction thereof
payable in June and in December.
Vacations Annual The employees have the right to enjoy fifteen

(15) business days of paid vacation for each year
of work. As a minimum, the employee must
enjoy six (6) vacation days for each year of
service. The remaining days may be accumulated
for up to two (2) years, but if they perform their
work at a place different from the residence of
their families, they can be accumulated for up to
four (4) years.

Transportation | Monthly Col$59,300 for 2009, payable to all employees
assistance who earn up to two (2) SMMLV.

Work shoes | Every four | Payable to employees who earn up to two (2)
and clothing months SMMLV.

Additional to the mandatory benefits the employer must enroll his/her
employees under the integral social security system for health pension and
professional benefits. Employees are affiliated in order to cover them,
principally, against the risks of general sickness, maternity, accidents at
work and occupational sickness and invalidity, old age and death. Both
parties in the relationship must pay the mandatory contributions.

Concept Payment Description
period
Health Social Security System Monthly 12,5 | Worker 4%
% Employee 8,5%
General Pensions System Monthly 16% | Worker 4%

Employee 12%

Professional Risk System Monthly

12
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Colombian Institute for Family Monthly 3%
Welfare (ICBF)

National Service for Learning Monthly 2%
(SENA)

Family allowance money desk Monthly 4%

6.4 Foreign Workers

The Colombian employment regulation, the foreign workers have the same
rights and the same obligations as Colombian workers. However, when a
foreign person enters into a labor contract in Colombia, both the employer
and the employee must meet certain additional obligations that they must
comply with, originating from the administrative procedures for the
admission and control of foreigners during their stay in the country.

Companies having more than ten (10) employees in their payroll cannot
hire more than 10% of foreign employees, as ordinary employees, nor more
than 20% as management and confidence employees. Only in special cases
and for certain industries can these percentages be higher.

6.5 Migration

Colombian immigration regulations provide for a number of visas, which can
be issued to foreigners who are to be located permanently in Colombia, or
wish to visit sporadically for business purposes. There are different types of
visas, depending on the nature of the activities that the investor or a
foreign employee will perform in Colombia

6.5.1 Types of Visas
There are different types of visas, but to visit Colombia there are some
citizens from the following countries that do not require a tourist visa:

Andorra, Antigua and Barbuda, Argentina, Australia, Austria, Bahamas,
Barbados, Belgium, Belize, Bolivia, Brazil, Brunei-Darussalam, Bhutan,
Canada, Korea, Costa Rica, Croatia, Chile, Cyprus, Denmark, Dominica,
Ecuador, El Salvador, United Arab Emirates, Slovakia, Slovenia, Spain,
United States of America, Estonia, Fiji, Philippines, Finland, France,
Germany, Granada, Greece, Guatemala, Guyana, Honduras, Hong Kong,
Hungary, Indonesia, Ireland, Iceland, Marshall Islands, Solomon Islands,
Israel, Italy, Jamaica, Japan, Latvia, Liechtenstein, Lithuania, Luxemburg,
Malaysia, Malta, Mexico, Micronesia, Monaco, Norway, New Zealand,
Netherlands, Palau, Panama, Papua New Guinea, Paraguay, Peru, Poland,
Portugal, United Kingdom of Great Britain and Northern Ireland, Czech
Republic, Dominican Republic, Romania, Saint Kitts and Nevis, Samoa, San
Marino, Saint Lucia, the Vatican, Saint Vincent and the Grenadines,
Singapore, South Africa, Sweden, Switzerland, Suriname, Trinidad and
Tobago, Turkey, Uruguay, Venezuela.

The stay in the country is allowed for a term of up to 180 calendar days
within the same calendar year.

13
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The most common types of visa are: (in annexes 2 the main characteristic
are explain).

1. Business visa

2. Investor s Resident visa
3. Temporary Visa

4. Visitor s visa

7 TAX REGIME
The Tax regime in Colombia establishes taxes at a national level and taxes
at a sub-national level (departmental and municipal).

The main national-level taxes are:

Income Tax and the supplementary Capital Gains Tax
Equity or Net Assets Tax (temporarily in effect)

Sales Tax or value Added Tax (“VAT")

Tax on Financial Transactions

Stamp Tax.

nhownNe

Among the sub-national level taxes are: Industry and Commerce Tax;
Property Tax and Registry Tax.

Foreign investors are taxed on Colombian-source income; there are some
differences that will be explained.

7.1 Income Tax

The Colombia law establishes that income is the entry of resources that in
the end produce increases in the gross assets of persons or companies.
National companies and persons residing in Colombia are taxed on their
Colombian source or foreign source income (regular income and capital
gains). On the other hand, foreign companies are taxed only on their
Colombian source or foreign source income (regular income and capital
gains).

The general characteristics of the income tax are:

INCOME TAX

Rate 33% for the year 2009

Individuals, Legal entity, Colombian companies, branches
of foreign companies located in Colombia.
Period Annual period

Gross Revenue

(-) Discounts, Refunds, Rebates

Net Revenue

(-) non-taxable income or capital gains
Net Taxable Revenue

(-) Costs

Gross Income

(-) Deductions

Taxpayer

Determination

14
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Net Income

(-) Exempt income
Net Taxable Income
(x): Rate

Basic Income Tax
(-) Tax credits

Net Income Tax

- Exploitation of tangible and intangible property within
the country.

- Provision of services within Colombian territory like

Source income technical services, technical assistance, or consulting,
whether done in the country or abroad.

- Sale of tangible and intangible property that is in the
country at the moment of sale.

- Wages and payroll taxes (“payroll-based contributions”)
- Taxes paid
- Interest
- Expenses abroad
- - Donations
Costs, Deductible - Investment in scientific and technological development
Expenses and o . : .
. nvestment in environmental control and improvement
other Deductions | _ Investment in real productive fixed assets
- Tax loss carry forwards
- Amortization of investments
- Depreciation
- Exchange rate differences

- Publishing companies dedicated to the publication of
books, magazines, brochures or collectible, numbered
publications of a scientific nature, are exempted until
year 2013.

- Payments of principal and interest, commissions and
other fees related to public foreign credit operations.

- Sale of electric energy generated from wind, biomass,
or agricultural waste

- Revenue generated by new exploitations of slow yield
crops and plantations, in cocoa, rubber, palm oil, citrus
and other fruits, as determined by the Ministry of
Agriculture and Rural Development.

- River transportation services with shallow draft vessels
and barges are exempt for a period of 15 vyears,
starting in 2003.

- Hotel services offered in new hotels that are built within
a period of 15 years counted from 2003,

- Hotel services offered in remodeled and/or enlarged
hotels, within 15 years, starting in 2003.

- Ecotourism services for 20 years starting in 2003.

Exempt income

7.2 Equity or Net Assets Tax

This tax applies annually on legal and natural persons who are chargeable
to income tax and have, as of 1 January 2007, assets of greater than or
equal to Col$3,000,000,000. The rate of the net assets tax is 1.2% per each
year.

15
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The main characteristics are:

NET ASSETS TAX

Individuals, Legal entity, Colombian companies, branches

Taxpayer of foreign companies located in Colombia.
Companies that present the income tax.
Period Annually, for the years 2008, 2009 y 2010

Taxable base Is the amount of the net assets of the taxpayer as of
January 1, 2007, excluding the net asset value of the
shares held in Colombian companies, as well as the first
Col$ 220,000,000.

Tariff 1.2% per each year.
Deductions This tax is not deductible or creditable for income tax
purposes, and it cannot be set of against any other taxes
either.

7.3 Sales Tax or value Added Tax ('VAT")

The sales tax is a national tax imposed on sales of taxable goods, services
and imports. Certain items are excluded by law. The rate of VAT varies
according to the type of goods or services, but in general is 16%.

The main characteristics are:

VALUE ADDED TAX

Persons liable - In sales transactions, the merchants, whether
distributors or manufacturers

- Whoever renders a service that is not excluded from
payment of this tax

- The importers.

Rate The general VAT rate that applies to the majority of

transactions, presently 16%, and there are some

differential rates that vary from 1.6% to 35%.

Exclusions - Goods in respect of which no sales tax accrues: national
or imported equipment and materials destined for the
construction, installation, assembly and operation of
environmental monitoring and control systems;
importation of raw materials and supplies under the so-
called Vallejo Plan - a special importation and
exportation program.

- Excluded Services: public and private, national and
international freight transportation; public
transportation of passengers in the national territory by
water or land.

7.4 Tax on Financial Transactions

The tax on financial transactions is a permanent tax on financial
transactions the collection of which is the responsibility of the financial
entities and the Central Bank (Banco de la Republica). The tax rate is four
tenths of one percent (0.4%) of the total amount of the financial transaction
through which the resources are disposed.

16
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7.5 Stamp Tax

The stamp tax accrues on public instruments and private documents
whereby the creation, existence, amendment, extinction, extension or
assignment of obligations is evidenced, and that are executed or accepted
in Colombia; executed abroad to be performed in this country, or whereby
obligations in this country are established, are subject to stamp taxes at a
rate of 0.5% applicable over the total amount of the contract.

7.6 Foreign investors tax
For foreign companies established in Colombia like branches, subsidiaries or
agencies are subject to the same income tax as fully Colombian companies.

Colombian companies, with or without foreign investment, are subject to an
income tax on income obtained from national and foreign sources, at a rate
of 33% for year 2009. Branches of foreign companies are subject to the
income tax only on income obtained from Colombian sources, at the same
rates applicable to Colombian companies.

Foreign-owned affiliates, branches, subsidiaries or agencies established in
Colombia are entitled to deduct from their income any amounts paid for
administration or management expenses, and for royalties and exploitation
or acquisition of intangibles, provided they perform the corresponding tax
withholdings when paying such expenses.

7.7 Double Taxation Treaties

Colombia has been negotiating international treaties in order to avoid
double taxation and prevent tax evasion in respect of the income tax and
the net assets tax, particularly in cross-border operations.

The main purpose of the double taxation treaties are:
1. To avoid double taxation.
2. To prevent tax evasion.
3. To allow a better implementation of transfer pricing regulations.

4. To eliminate barriers to the flow o capital, goods, technology and
persons between the signatory countries.

5. Recognition of the principles of non discrimination of nationals and
non-residents with activities in the other country that is a party to the
treaty.

6. Implementation of reciprocal cooperation procedures between tax
authorities for the resolution of conflicts, consultations, exchange of
information and assistance in the collection of taxes.

17
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To date, Colombia has signed treaties with:
- In force: Spain, Andean Community
- Subscribed: Chile, Canada and Switzerland

- In negotiation: México, India, Venezuela, Germany and Netherlands

- Perspective: Britain, France and Belgium.

8 INTELLECTUAL PROPERTY

The World Intellectual Property Organization defines the Intellectual
Property as “the legal rights which result from intellectual activity in the
industrial, scientific, literary and artistic fields”. Intellectual property law
aims at safeguarding creators and other producers of intellectual goods and
services by granting them certain time-limited rights to control the use
made of those productions.

Intellectual property is traditionally divided into two branches: copyright
and industrial property.

8.1 Copyright

The Colombian law grants protection to copyright to new artistic or literary
work, including computer programs or software, as a general rule in favor of
its author, who shall always be a physical person (i.e. an individual), from
the moment of its creation and for a specific period of time.

The main characteristics of the copyrights are:

COPYRIGHT

Rights Copyrights include the moral rights which are those the author has
over his work and throughout his life and are inalienable or non-
transferable, and the equity rights, which are susceptible of
economic assessment, may be assigned, and include: the
reproduction, communication, public distribution, translation,
adaptation, as well as the arrangement and transformation.
Period of The period of protection of the equity rights is equal to the life of
protection | the author plus 80 years. The period for protection of moral rights
is indefinite as they are permanent and non-transferable.
Registration | The registration must be carried out before Direcciéon Nacional de
Derecho de Autor (Natianl Direction of copyrights) using the form
provided by such authority for such purpose.

8.2 Industrial property

Decision 486 of the Andean Community unified the rights over industrial
property regarding the distinctive characteristics of products and services
such as brands, commercial labels, names, commercial logos and

18
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denominations of origin, as well as the over new creations such as patents,
industrial designs and circuit layouts.

The Industrial Property is divided in: new creations, distinctive Signs:
Trademarks, Commercial Slogans and Designations of Origin.

8.2.1 New creations

Patents are a set of exclusive rights granted by a state (national
government) to an inventor or their assignee for a limited period of time in
exchange for a public disclosure of an invention. Patents are granted to
those inventions of products or procedures in all technological areas,
provided they are new, have a level of invention and are susceptible for
industrial applications.

There are three types of patents:
1. Invention Patents: are conferred to the invention or product which

has the characteristics of having an inventive level, being innovative
and susceptible for application in the industrial world.

2. Utility model: is granted to any new form, configuration or
composition of elements of any device, tool, instrument, mechanism
or other object, or to any part of the same, which allows a better or
different functioning, utilization or manufacturing of the object, or
which incorporates or provides any use, advantage or effect which it
did not have before.

3. Industrial design: is the particular appearance of a product resulting
from any collection of lines, or combination of colors, or of any
external bi-dimensional or tri-dimensional form, line, outline,
configuration, texture or material, without changing the function or
purpose of the product.

The general characteristics of patents are:

PATENTS

The invention or product which has the characteristics of having
an inventive level, being innovative and susceptible for
application in the industrial world.

Patent The Andean regulations do not consider as inventions the
conferred to | discoveries, scientific theories and mathematical methods; the
biological or genetic processes isolated from their natural
environment; any work protected by copyrights; computer
programs and any form of presenting information, among
others.

The rights for the exclusive use of invention patents are 30
years; 10 years for utility model and industrial design.

Applicable The registration of patents must be take place before the Office
procedures of the Superintendent of Industry and Trade and comprises the

Exclusive use
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following stages:
1. Payment of rights and filing of the request.
2. Preliminary study on the compliance of formal
requirements.
3. Official publication of the request for third persons.
4. Period for the filing of oppositions.
5. Period for debate with any opposing third parties and
presentation of evidence.
6. Decision regarding registration or denial.
7. Filing of appeals.
8. Ruling of appeals.
Rules The applicable rules in Colombia are contained in Decision 486

Applicable of the CAN and the Cooperation Treaty on Patent Matters
(PCT).

8.2.2 Distinctive Signs

8.2.2.1 Trademarks

Decision 486 of the Andean Community establish that a trademark is a
distinctive sign or indicator used by an individual, business organization, or
other legal entity to identify that the products or services to consumers with
which the trademark appears originate from a unique source, and to
distinguish its products or services from those of other entities.

Trademarks are classified according to 45 types of goods and services
pursuant to the Nice Convention.

The main characteristics are:

TRADEMARKS

Essential Serve to identify a particular business as the source of goods
function or services.

The registration of trademarks must be take place before the
Office of the Superintendent of Industry and Trade.

Is granted for a 10 year period, which may be extended as
Exclusive use | many times as it may be requested by the holder within 6
months from its expiration.

This benefit is granted to the holder of a registration
application originally filed in any of the countries of the
Andean Community so that within a term of six (6) months
from the date of the application, such holder may request
the same registration in another member country of the

Registration

Priority claim

community.
The protection and the rights are only obtained by the
Rights registration, and exceptionally by the continuous and public
use, which must be proven by the claimant.
Cost $688.000 Colombian peso for 2009.
8.2.2.2 Commercial Slogans

A commercial slogan is a word, phrase or inscription used as a complement
of a trademark and therefore, of the products or services identified by such
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trademark. As trademarks, the request for registration of the commercial
slogan must be filed before the Office of the Superintendent of Industry and
Trade, specifying the requested or registered trademark it will be used with.

8.2.2.3 Commercial Names and Commercial Signs

The commercial name is used to identify, individualize and distinguish the
entrepreneur behind an economic activity, while a trademark identifies or
distinguishes products or services.

The commercial name is formed by its use in the market, and therefore the
object of protection is the sign recognized by the consumers and the
competitors as the name of the business, even if such name does not
correspond to the name appearing in the commercial registry.

The request for registration of the commercial names and commercial signs
must be filed before the Office of the Superintendent of Industry and Trade.
It is used to constitute a legal presumption regarding the date from when it
is understood that the corresponding name or sign started to be used,
which for all purposes is the date of filing of the request, thus resulting in a
statement and not in a constitution of rights.

8.2.2.4 Designations of Origin

The designations of origin are a geographical indication constituted by the
name of a country, a region or a specific place, used to designate a product
originated in such place and whose quality, reputation or other
characteristics are exclusively or essentially due to the geographical location
in which it is produced, including natural and human factors.

The protection of designations of origin as goods susceptible to the
ownership is obtained through the declaration of protection by the Office of
the Superintendent of Industry and Trade. The authorization for a protected
designation of origin shall have a term of ten years renewable for equal
periods.

9 FOREIGN TRADE AND CUSTOMS RULES

Since the entrance to the World Trade Organization, Colombia has
concentrated on facilitating customs operations for imports, exports and
transit of goods by regulating the application of various forms of foreign
trade.

In 2005, Colombia implemented the Single Window for Foreign Trade
(“VUCE"), managed by the Ministry of Commerce, Industry and Tourism,
with the purpose of consolidating all the government procedures related to
foreign trade operations. To these ends, it has three independent sections:
Imports, Exports and the Single Foreign Trade Form (“FUCE”), that allow
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on-line transactions such as electronic payment, aiming to speed up the
procedures?.

9.1 Imports

Imports, according to customs rules, consist of the entry of goods to the
“national customs territory” from the rest of the world, or from a Free Zone,
with the purpose of remaining permanently or temporarily in it for the
achievement of a specific purpose.

The importation processes before the Directorate of National Taxes and
Customs (DIAN) can only be carried out by users registered in the Customs
Information System, either Customs Agencies or Permanent Customs Users
("UAPs").

An importer may file their own customs declarations, as long as the value of
the imported goods exceeds the sum of US $1,000; otherwise, they must
do it through the Customs Agencies.

There are two types of imports:

1. Ordinary importation: the most widely used mode of importation; the
importer in Colombia receives the goods for his free disposal, once he
has completed all customs procedures.

2. Temporary importations: there are different types: temporary
importation for re-exportation in the same condition, temporary
importation for active perfecting and temporary importation for
industrial processing.

9.2 Exports

Exports, according to their legal definition, are foreign trade operations
consisting in the exit of goods from the National Customs Territory with
destination to the rest of the world or to a Free-Trade Zone.

In Colombia, exports do not cause customs duties and are privileged by a
large amount of mechanisms, such as, among others:

1. Special export and import programs - Vallejo Plan.

2. International Marketing Agents (Comercializadoras Internacionales),
which are businesses specifically established to purchase national
products for export, granting the manufacturers and the suppliers all
the benefits as if they were exporters.

3. Special export programs (“"PEX") of tax reimbursements.

2 More information on VUCE may be obtained at the website www.vuce.gov.co
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Furthermore, exports are benefited by a large number of international
agreements granting tax preferences, see tariff preferences.

9.3 Special Import and Export Programs - Vallejo Plan

In order to promote foreign trade operations, Colombia has included in its
customs legislation special importation-exportation programs through which
goods or equipment may be imported with tax benefits as long as the
exportation agreements of finished goods or services are fulfilled.

There are different types of Vallejo Plans>:
1. Exportation - Vallejo Plan for raw materials.
2. Vallejo Plan for exportation of services.
3. Replacement or junior Vallejo Plan.
There are some procedures to benefit to the Vallejo Plan:

1. The program must contribute to the country’s service exporting
development.

2. Submitting to DIAN the application form whereby the applicant
company states that it carries out one of the main economic activities
for which the tool is available and requests authorization to import
capital goods and authorized spare parts. The financial statements of
the company must be attached.

3. Having a production capacity that supports the export project.

4. Exporting services for an amount equivalent to one point five times
1.5 the FOB price of the imported capital goods and spare parts.

5. The applicant must obtain a bank guarantee or insurance policy
equivalent to 20% of the FOB price of the quota amount allocated to
the program.

9.4 Commercial Agreements

The Colombian government, in conjunction with the private sector, has
encouraged a policy of involvement in international markets through the
country’s membership in the World Trade Organization, through trade
agreements and by taking advantage of unilateral tariff preferences.

Among the different agreements signed by Colombia, the most relevant
are:

® For more information see Proexport Www.proexport.com.co
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Description
Colombia is member since April 30,
1995, meeting all the commitments
as full member of this organization.

Tariff preferences

United States
ATPDEA

ATPDEA (Andean Trade Preference
and Drug Eradication Act), allows the
entry to the United States without
tariffs of certain products that are
grown, produced or manufactured in
a beneficiary country in the initially
approved sectors, including
chemical, agricultural, metalworking,
plastics, craftsmanship, wood and
furniture, paper and lithography,
shoes and leather manufactures, oil
and its derivatives, among others.

European Union
GPS Plus

Generalized Preference System GPS
Plus, to stimulate economic and
social development and the insertion
of the developing countries into the
world economy.

Commercial
Agreements

Andean Community
of Nations - CAN -

Colombia has exemption of duties
and restrictions becoming a Free-
Trade Zone with Bolivia, Ecuador,
Peru

Colombia - Mexico
G2

Free trade agreement includes a
schedule of asymmetric elimination
of tariffs from the entire set of tariffs
that aims to equalize, within a period
of 10 years.

CAN - MERCOSUR

Economic complementation
agreement, with an unlimited
duration, takes into account the
asymmetries derived from the
different levels of economic
development of the parties, and as a
consequence, it determined sub
items for immediate tariff elimination
and periods for tariff elimination of
between 6 and 15 years for sensitive
products such as vehicles, auto parts
and electric appliances

Caribbean
Community
Caricom

Colombia grants tariff preferences to
member countries in 1,128 sub-
items of products and receives a
reduction in tariffs on 1,074 sub-
items from Trinidad and Tobago,
Jamaica, Barbados and Guyana.

Colombia and the
Pacific Basin

Colombia belongs to the Pacific Basin
Economic Council - PBEC, also called
the Pacific Club. This is a
nongovernmental association made
up by the most important
entrepreneurs of countries with
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coasts on the Pacific, whose purpose
is to increase mutual knowledge,
business and investment flow,
economic cooperation, transfer of
technology and tourism, among

others.
2006
- United States
- Chile
2007
Free Trade - Northern Triangle (EI Salvador,
Agreements Guatemala, Honduras)
2008
- Canada
- European Free Trade Association
(EFTA) - Switzerland, Norway,
Iceland and Liechtenstein
In force: G-2 (Mexico), Peru and
Spain.
Subscribed: USA, Chile, Central
. America (Northern Triangle), China,
Bilateral

Investment Treaty Esggtjun;eniggurzwwzerland, Belgium
In negotiation: EU, Great Britain,
India, Germany, France and Korea

and Japan.
In force: Andean Community and
Spain.
Subscribed: Chile, Canada and
Switzerland.

Double Taxation

Agreements (DTA) In _ negotiation:  México, India
Venezuela, Germany, and

Netherlands.

Perspective: United Kingdom,
France, Belgium, among others

10 FREE TRADE ZONES

In 2007, the Colombian government enacted the Decrees 383/2007 and
4051/2007 about the Free Trade Zones to formulate and legalize free trade
zones. These Decrees stipulate this new Free Trade Zones “are geographical
areas defined within the national territory, for the development of industrial
goods and services or commercial activities under a special tax, customs

and foreign trade regime™.

* Decrees 383/2007 and 4051/2007, that modifies the Decree 2685 of 1999 about Free trade zones.
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As such, this Free Trade Zones were conceived not only as an incentive to
develop highly productive and competitive industrial processes with
substantial technological innovation, but also as a mechanism to attract new
investments and jobs.

By decree, the companies that may apply for Free Trade Zone status are
companies either domiciled in Colombia or branches of foreign companies,
renowned technological parks, port companies and health care service
companies®.

10.1 Benefits
The general benefits accorded free trade zones enterprises are:

- A single 15% income tax rate for industrial users of goods, industrial
users of services, and operators (except for commercial users, which
are taxed at the general rate);

- No imposition of customs taxes (VAT and Customs Duties) on
imported merchandise;

- VAT exemption for raw materials, inputs and finished goods sold from
a national customs territory to industrial users of Free Trade Zones;

- VAT exemption on merchandise sales to foreign markets;

- Exports made from Free Trade Zones to foreign countries benefit
from international trade agreements signed by Colombia;

- Goods produced, manufactured, transformed or resulting from any
production process developed in a Free Trade Zone are recognized as
being “of national origin”;

- Possibility of performing partial processing outside of the Free Trade
Zone for up to nine (9) months; and

- Possibility of selling inside the national territory 100% of the goods or
services produced in the Free Trade Zone with customs tariff and VAT
payable only on the percentage of inputs imported from third
countries.

10.2Types of Free Trade Zones
There are three types of Free Trade Zones in Colombia:

® However there are certain exceptions to the above: businesses involving exploration, exploitation or
extraction of non-renewable natural resources as defined in the Mines and Petroleum Code; financial
service companies; state concessions; and residential utilities (except those devoted to electric power
generation and new companies which provide international long-distance telephone services).
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1. Permanent Free Trade Zone (PFTZ): An operator (known as the
operating user) manages the zone where the companies carry out
their industrial, commercial or service activities;

2. Single Enterprise Free Trade Zone (SEFTZ): Companies located in the
territory can be admitted as Single Enterprise Free Trade Zones and
enjoy the advantages of a special regime if the project bears a high
economic and social impact for the country in the following activities:

Goods;

Services;

Health Projects;

Agribusiness Projects;

Port Companies; and

Pre-existing investments with special requirements regarding
larger investments, having a net worth of at least 150,000
Minimum Monthly Legal Wage (M.M.L.W.) (US $ 34.5 millions)
and doubling the taxable net income for the purposes of their
income tax.

"o Aao0 oo

3. Transitory Free Trade Zone (TFTZ): Areas authorized to hold
international fairs, exhibits, congresses and seminars demonstrating
importance for Colombia s economy and foreign trade.
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Corporation

Limited liability

Simplified Stock
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Branch of a foreign

Company Corporation company
Number of Minimum: 5 shareholders Minimum:: 2 partners | Minimum: 1 shareholders From a legal point of view, a
partners and | Maximum: co Maximum: 25 partners Maximum: co branch is not considered an
shareholders independent legal entity,
but an extension or
commercial establishment of
its home office, but it has to
comply with all Colombian
regulations.

Liability Each shareholder is limited | Is limited to the amount of | Each shareholder is limited | A branch is established by a
to the amount of its capital | their capital contribution, | to the amount of its capital | decision of the pertinent
contribution. however: the bylaws may | contribution. corporate body of the home

provide for a greater office abroad, which must
responsibility of some or designate an amount of
all partners for assigned capital to the
employment  obligations, branch.

income tax obligations of

the company.

Board of Composed of at least three | May have a board of | Possibility to create a | Not applicable.

Directors principal members and three | director; therefore  all | board of directors.
alternates who do not need | decisions may be adopted
to be shareholders, and who | directly by the partners
are appointed by the | and the general manager,
shareholders. when he or she has been

granted such authority.
Legal Usually the general A company may be | Liberty to establish de | The home office outside
Representation | manager, who must have at | managed directly by the | administrative structure. Colombia decides all other
least one alternate, who partners or they may pertinent issues relating to
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must always act within the
powers granted in the
bylaws.

decide to appoint a legal
representative, usually the

general manager, who
must have at least one
alternate.

the branch, although it can
delegate as necessary to the
legal representatives or
attorneys in Colombia.

Statutory
auditor

Must have a statutory
auditor who has the
authority to verify
compliance with the bylaws,
and with the decisions of the
shareholders and the

Board of Directors, and
inspect the accounting
books and other documents
of the company.

Companies are not
required to have a
statutory auditor, unless
the assets or income of the
company exceed certain
limits established by law.

Companies are not
required to have a
statutory auditor, unless
the assets or income of the
company exceed certain
limits established by law.

The appointment of a
statutory auditor is
mandatory in the case of
the branches of the foreign
companies.
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Type of visa |

Characteristics
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' Cost USD$ *

Business visa

Requester

Legal representatives,

Conduct entrepreneurial

Time granted
Multiple entries and will be valid

directors or executives of | activities inherent to the interest | for a four (4) year period. The us 200
foreign business, industrial or | they represent such as attending | holder can remain in the country
services companies  with | a board of director meetings, do | for up to six months per entry.
economic ties with a national | business, and supervise the
or foreign company in | management of the company
Colombia. located in Colombia.
Merchants, industrialist, | The holder of this visa may not
entrepreneurs or marketing | establish a residence in
students bearing a verifiable | Colombia and the
economic connection with a | activities conducted may not
national or foreign company | generate any fee or salary
in payments inside
Colombia. Colombian territory.
Resident A foreigner who makes in his | The foreigner may, under the | Indefinite period of time, with Us 475
investor visa | hame a direct  foreign | protection of the visa, carry out | multiple entries.
investment of at least US$ | activities related to the business
100,000 in the Colombian | management of his investment. However, the visa will expire if
territory. the foreigner remains abroad for
more than two consecutive
years.
Temporary To foreigners that Are | Temporal Employee Visa has to | Maximum period of two (2) Us 205
Visa retained by local companies | be requested by the Company | years with multiple entries.

to develop activities in their
specialty such as technicians,
journalists, persons belonging
to artistic groups and legal
representatives, among
others.

that is hiring the foreigner
because the Visa will be issue
under its liability.

If is the first time that the
foreigner apply for this kind of
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visa the request must be filed
personally by the foreigner in
any Colombian Consular Office,
which means that the foreigner
cannot be in Colombian territory

at the moment of the
application.
Special It is granted to a foreigner | Requested by the Company that | Granted for one year, with us 175
temporary who intends to enter the |is hiring the foreigner because | multiple entries.
visa national territory for | the Visa will be issue under its
particular cases such as to: | liability.
participate in administrative
or judiciary  proceedings, | If is the first time that the
carry out activities not | foreigner apply for this kind of
included in the other types of | visa the request must be filed
visas; undergo medical | personally by the foreigner in
treatment; among others any Colombian Consular Office,
which means that the foreigner
cannot be in Colombian territory
at the moment of the
application.
Visitor “s visa | Foreigners who enter the | If is the first time that the Period of time of one hundred Us 50

country without the intention
of establishing a residence
and only for purposes
established in the Law.

foreigner apply for this kind of
visa the request must be file
personally by the foreigner in
any Colombian Consular Office,
which means that the foreigner
cannot be in Colombian territory
at the moment of the
application.

eighty (180) calendar days
(maximum), with the possibility
of many entrances to Colombia.

*The cost depends on the place issued; there are different costs in the US, Europe and Latin American countries. This prices is an average.
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