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Colombia - How the recently released
set of tax proposals may impact the
Mining and Oil & Gas Industries




After over 10 months of work, the Work Group for tax changes delivered on its
mandate: a set of proposals for an in-depth reform to the Colombian tax system,
which the Government will consider as it prepares the tax bill to present to
Congress in the second half of 2016. This document highlights some of these
proposals and how they may be of relevancy for the extractive industry in
Colombia.

1. Direct taxation

1.1. A new form of direct tax known
as Entrepreneurial Profits Tax
("EPT") is to replace income tax,
CREE and net wealth tax. EPT rates
suggested to range from 30% to 35%.
Potential uncertainty around the 15%
income tax rate for offshore free
trade zones for exploration and

production companies.

1.3. Book profit under IFRS to drive
EPT taxable base calculation with
certain adjustments being required
(IFRS not currently being fully the
basis for tax)

1.4. Presumptive taxable income, the
alternative basis for taxation, to be
measured at 4% (currently 3%) of
last year's net equity. While the
overall exemption for assets in
exploration is to remain, the specific
exemption for mining in exploration
and production is to disappear.

1.5. Donations, widely spread in the industry due to primarily contractual social
commitments, to be credited against EPT liability up to 30%. A tax credit system
may also be more beneficial particularly in downturn times where loss-making
miners and oil & gas companies are unable to deduct donations (deduction
requires taxable income to exist).

1.6. Dividend tax to re-introduce at 15% for non-resident shareholders. Dividend
income to be taxable for residents with a credit against EPT for up top 20% of

such income.
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2. Cash taxes

2.1. Withholding taxes to be
computed and remitted based on
the taxpayer's liability for the
previous year. This is an effort to
mitigate the impact taxes have on
cash flow while at the same time
reducing refund applications
processing and auditing by the Tax
Office.

2.2. VAT self-charge requirement on
taxable purchases from resident
individuals to disappear.

3. Indirect Taxation

3.1. VAT

3.1.1. VAT standard rate to escalate
to 19% (up from 16%).

3.1.2. Sale of intangibles to be in-
scope for. This will subject to VAT
the transfer of interests, rights and
the like in concession, exploration
and production contracts, etc.

3.1.3. Coal, crude oil and derivatives
other than gasoline and ACPM to be
taxed at 19%. Natural gas, coque, to
be taxed at 5%.

3.1.4. VAT paid on certain capex
(capital goods) to be creditable
against output VAT over three years
or the asset's life.

3.2 GMF (financial transaction tax)

3.2.1. GMF to remain indefinitely
(currently scheduled to phase out
fully beginning 2022).

3.2.2. 100% of GMF to be deductible
for EPT purposes

3.3. Gasoline and ACPM

Rates to increase by 30%.

3.4. Royalties

3.4.1. It is acknowledged that the

current system (the basis of which is
value of production at mouth well) is
obsolete, very intense when it comes to
low prices and moderate for high
prices. Call for either a progressive
system to be introduced like in Chile
and Peru, or a resource tax with
royalties being deductible, both of
which would be limited to new projects.

3.4.2. Either system is suggested for
introduction in an effort to encourage
exploration, instead of creating
industry-specific incentives.

DCz2 - Informacion de distribucién restringida



Contactos

Carlos Miguel Chaparro
Socio

Email: Carlos.chaparro@co.pwe.com

Alba Gomez
Gerente Senior
Email: Alba.gomez@co.pwc.com

DCz2 - Informacion de distribucién restringida



Importante

Este boletin, tiene como proposito presentar a nuestros lectores algunas novedades legales
y fiscales originadas por autoridades estatales en Colombia. No constituye una asesoria
profesional, y en tal sentido, en caso de que se pretenda actuar con base en la informaciéon
suministrada, es necesario solicitar a nuestros profesionales una informacién més
detallada.

WWW.pwc.com/co

PwC ayuda a las organizaciones y personas a crear el valor que estan buscando. Somos una red de firmas
presente en 157 paises, con mas de 195.000 personas comprometidas a entregar calidad en los servicios de
Auditoria, Impuestos y Consultoria. Cuéntanos lo que te importa y encuentra mas informacion visitando
nuestra web: www.pwc.com.

© 2015 PricewaterhouseCoopers. PwC se refiere a las Firmas colombianas que hacen parte de la red global de
PricewaterhouseCoopers International Limited, cada una de las cuales es una entidad legal separada e
independiente. Todos los derechos reservados.
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Contactos

Bogota
Calle 100 No. 11A -35, piso 3

Teléfono: (57-1) 634 0555
Fax: (57-1) 610 4626

Carrera 7% No. 156 - 80, Piso 19
Teléfono: (57-1) 668 4999
Fax: (57-1) 673 8575

Centro Empresarial Dorado Plaza

Calle 26 No. 85 D - 55, Modulo verde Oficinas 248M, 249M y 250M,

Teléfono: (57-1) 745 0412

Zona Franca

Carrera 106 No. 15 - 25 Mz. 17 Bodega 85
Teléfono: (57-1) 743 0111

Fax: (57-1) 439 5087

Cali

Edificio la Torre de Cali

Calle 19 Norte No. 2N-29, piso 7
Teléfono: (57-2) 684 5500

Fax: (57-2) 684 5510

Medellin

Edificio Forum I

Calle 7 Sur N° 42 — 70, piso 11
Teléfono: (57-4) 325 4320
Fax: (57-4) 325 4322

Barranquilla

Edificio Centro Empresarial de Las Américas
Calle 77B No. 57-141, piso 8

Teléfono: (57-5) 368 296
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