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ColombialU.S. Tax Checklist for Expats

Essential Compliance and Reporting Steps for American Citizens and Residents Living in Colombia

Living and working abroad is an enriching experience, but it comes with distinct cross-border financial and regulatory
rules. As a U.S. citizen or green card holder, you are required to report your worldwide income to the IRS, regardless
of where you live. If you reside in Colombia, you may also have local registration and individual income tax duties with
the Colombian tax authority, the Direccidon de Impuestos y Aduanas Nacionales (DIAN). This guide outlines critical
compliance considerations and steps to help you manage your cross-border tax responsibilities smoothly.

Who This Guide is For: U.S. citizens or U.S. resident aliens currently living, working, or holding assets in Colombia
who need an educational roadmap to navigate dual-country tax compliance.

1. U.S. Worldwide Income Tax Filing

The United States taxes its citizens and resident aliens on their global gross income, regardless of their place of
residence. You must report all income received in the form of money, goods, property, or services on your annual
federal income tax return (Form 1040). This remains true even if your income is earned entirely within Colombia and
no U.S. tax is ultimately owed. While exclusions and foreign tax credits are available to prevent double taxation, they
are voluntary and must be formally claimed by filing a complete return.

2. Foreign Earned Income Exclusion (Form 2555)

If you maintain a tax home in a foreign country such as Colombia, you may qualify to exclude a specific portion of
your foreign-earned wages or self-employment income from U.S. federal income tax. To qualify, you must satisfy
either the physical presence test (being physically present in a foreign country for at least 330 full days during any
consecutive 12-month period) or the bona fide residence test (being a U.S. citizen or resident alien who resides in
Colombia for an uninterrupted period spanning at least an entire calendar tax year). This exclusion must be formally
claimed by filing Form 2555 with your tax return.

3. The Foreign Tax Credit (Form 1116)

To mitigate double taxation on income that is also subject to Colombian tax, you can choose to claim the Foreign Tax
Credit (FTC) on Form 1116. This provides a dollar-for-dollar reduction of your U.S. federal income tax liability based
on the foreign income taxes you have legally paid to Colombia. Note that you cannot claim a credit on income that
has already been excluded under the Foreign Earned Income Exclusion.

4. Colombian Tax Residency and DIAN Basics

Under Colombian law, you are considered a tax resident if you remain in the country, continuously or discontinuously,
for more than 183 calendar days (including entry and departure days) within any consecutive 365-day period.
Colombian tax residents are taxed on their worldwide income (starting in their second year of residency) under a
"renta cedular" (cellular tax) system, which categorizes income into distinct segments (such as labor, capital, and
pensions). Your Colombian tax return must be filed electronically through the DIAN portal.
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5. Colombian Filing Thresholds (Verify Annually)

Individual filing requirements in Colombia are triggered if you meet specific thresholds for gross assets (patrimony),
annual gross income, total bank deposits, or yearly purchases. These thresholds are defined in units of UVT (Unidad
de Valor Tributario), which change value every tax year. Because these limits and the exact tax codes fluctuate
annually, you should verify current thresholds and individual obligations for the specific tax year with a qualified
professional before filing.

6. Foreign Account and Asset Reporting (FBAR & FATCA)

U.S. taxpayers with financial accounts or specified assets in Colombia must comply with critical transparency
disclosures. The FBAR (FINCEN Form 114) must be filed electronically through the BSA E-Filing System if the
aggregate maximum value of your Colombian bank or investment accounts exceeds $10,000 USD at any point during
the calendar year. Additionally, Form 8938 (FATCA) must be attached to your Form 1040 if your specified foreign
financial assets exceed applicable thresholds, which are significantly higher for expats living abroad.

Practical Compliance Checklist

» Track Physical Travel: Maintain an exact log of your days spent inside and outside of Colombia to calculate your
residency tests.

* Aggregate Colombian Accounts: Check the maximum balance of all your Colombian checking, savings, and
investment accounts in USD using official Treasury conversion rates.

« Register or Update your RUT: Register for the Registro Unico Tributario (RUT) with the DIAN if you meet any local filing
thresholds.

» Consolidate Foreign Taxes Paid: Gather tax payment receipts and certified certificates from the DIAN to support your
U.S. Foreign Tax Credit.

» Determine Applicable Exclusions: Evaluate whether the Foreign Earned Income Exclusion or Foreign Tax Credit is
more beneficial for your specific income level.

Common Mistakes to Avoid

* Assuming low income means no filing: Believing that if your income is below the exclusion limits, you are not required
to file a U.S. return. Exclusions must be actively claimed on a filed return.

* Double-claiming benefits: Attempting to claim both the Foreign Earned Income Exclusion and a Foreign Tax Credit on
the same dollar of earned income.

* Neglecting the RUT registration: Living or performing business in Colombia without registering or updating your contact
details and economic activities in the RUT registry.

« Omitting accounts with signature authority: Failing to report accounts over which you have signature authority (such
as corporate or family accounts) on your FBAR, even if you do not own the funds.

When to Schedule a Free Consultation

Managing a dual-country lifestyle requires careful, integrated tax strategy. Schedule an educational consultation if
you are uncertain of your Colombian tax residency status, need assistance registering or updating your RUT with the
DIAN, require guidance on converting foreign bank balances using official exchange rates, or want to coordinate your
U.S. and Colombian tax returns cleanly.
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Schedule a free consultation with Colombia International Lawyers.

Disclaimer: This guide is for general informational purposes only. It is not legal, tax, or accounting advice and does not create an
attorney-client, tax-client, or professional relationship. You should consult a qualified professional about your specific situation.
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