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1. INSURANCE SYSTEM OF COLOMBIA
1.1 Overview of the insurance sector
1.
The insurance market of Colombia is small relative to the overall financial sector, but has been
slowly growing in line with economic growth of the country. Penetration of the insurance system
(premiums/GDP ratio) reflects the growth of the insurance industry and the increased demand for
insurance products and services in the last seven years, rising from 2.3% in 2009 to 2.7% in 2015.
Table 1. Colombia’s financial sector assets

Year

Premiums/
Insurance assets

Insurance sector
assets/GDP

Banking sector
assets/GDP

2009
2010
2011
2012
2013
2014p
2015p

1.74
1.59
1.76
1.73
2.07
1.94
2.21

5.4%
5.6%
5.5%
5.8%
6.1%
6.3%
6.4%

40%
45%
48%
51%
55%
58%
63%

P stands for provisional GDP

Sources:

Premiums and assets: SFC
GDP: DANE

Table 2. Colombia’s insurance penetration (Premiums/GDP)

Year

Penetration

2009
2010
2011
2012
2013
2014p
2015p

2.29%
2.26%
2.28%
2.40%
2.66%
2.56%
2.74%

P stands for provisional GDP
Sources: Premiums and assets: SFC
GDP: DANE

2.
The percentage of insurance sector assets to GDP has grown from 5.4% to 6.4% from 2009 to
2015 However, banking sector assets grew from 40% to 63% of GDP in the same period and represent a
significantly larger portion of total financial assets.
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Figure 1. Penetration in the OECD and Colombia, 2012
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Source: OECD Insurance Statistics 2013 and OECD Global Insurance Statistics.

Figure 2. Density in the OECD and Colombia, 2012
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Source: OECD Insurance Statistics 2013 and OECD Global Insurance Statistics.

3.
The lines of business which have contributed to the behaviour of this index have been social
security related such as workers’ compensation, disability and annuities in life, and traffic accident
compulsory insurance (hereinafter, SOAT for the acronym in Spanish) in non-life. However, in the last two
years social security related lines of business lost significance in the aggregated life insurers’ premiums –
from 60% in 2013 to 51 % in 2015. In the last 7 years other lines of business such as group life, personal
accidents and unemployment insurance have grown through non-traditional channels like mass marketing
and bankassurance.

1

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use
of such data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and
Israeli settlements in the West Bank under the terms of international law.
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Table 3. Retained premiums to net claims

Year
2010
2011
2012
2013
2014
2015
Source: SFC

Annual Growth
Net premiums

Gross premiums
7.3%
14.0%
14.9%
18.3%
1.6%
13.1%

3.5%
13.5%
15.1%
21.1%
1.2%
11.7%

Net claims paid
6.6%
14.7%
16.2%
9.9%
6.4%
13.5%

4.
The overall combined ratio for life and non-life showed a positive trend from 2009 to 2013,
which shifted to a negative trend over the past two years. This ratio is influenced by the life insurers, which
in turn are affected in particular by annuities related to mandatory pensions. Figures of life insurers for
2013 were influenced by a COP 1.3 billion single premium pension commutation deal entered into by
Positiva. For non-life companies, the combined ratio has been below 89% for the last seven years.
Table 4. Claims, expense and combined ratio

Ratio

2009

Incurrent claims ratio
Expenses ratio
Combined ratio
Source: SFC

64.2%
34.6%
98.8%

2010

2011

60.6%
35.8%
96.4%

60.6%
35.1%
95.7%

2012

61.1%
35.4%
96.5%

2013

60.0%
33.4%
93.4%

2014

61.1%
37.2%
98.3%

2015

62.6%
34.9%
97.6%

5.
In recent years, the ceded premium ratio has been stable at a range between 17% and 19%. This
is largely determined by the behaviour of social security lines for life insurance companies and SOAT for
non-life insurance companies.
Table 5. Retained and ceded premiums

Year
2010
2011
2012
2013
2014
2015
Source: SFC

Ceded premiums Annual Growth

Ceded premiums
ratio

15,2%
15,9%
14,1%
6,6%
3,6%
19,7%

18,8%
19,2%
19,0%
17,1%
17,5%
18,5%

6.
Gross operating expenses composed of administrative and personnel expenses and net insurance
incomes and expenses (remuneration and coinsurance operations management expenses, provisions and
contributions, etc.) grew until 2012, and decreased after 2013. External Circular 035 of 2015 set forth new
rules to increase the transparency in the reporting of expenses by insurers.
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Table 6. Gross operating expenses

Year

Annual Growth

2010
2011
2012
2013
2014
2015
Source: SFC

11.1%
13.8%
16.3%
11.9%
10.7%
7.3%

7.
Technical reserves growth reflects the sector's growth and the growth of liabilities, while assets
show a trend of lower growth which may have been affected by the implementation of the International
Financial Reporting Standards in 2015.
Table 7. Growth of technical reserves

Year

Assets

Liabilities

Equity

2010
2011
2012
2013
2014
2015

13%
11%
13%
11%
11%
8%

12%
14%
12%
15%
11%
11%

18%
3%
15%
-1%
10%
-1%

Technical
reserves
12%
15%
13%
15%
11%
9%

Source: SFC

8.
The solvency margin (number of times the firm’s qualifying own funds (patrimonio técnico) is
above the insurance firm’s solvency requirement (patrimonio adecuado in accordance to the capital
adequacy rules) has decreased in recent years due to the amendment of the solvency regulation (Decree
2953 of 2010), and higher market risk requirements for non-life companies due to higher volatility in the
fixed income local market.
Table 8. Multiple of own funds to solvency required

Own funds compared with solvency requirement
2009
2010
2011
2012
Solvency (qualifying own funds vs.
solvency requirement)
2.22
1.72
1.99
1.87

2013
1.61

2014
1.61

2015
1.67

Source: Calculations SFC

9.
Return on assets (ROA) shows a declining trend due to lower yields of the investment portfolio,
which has mainly affected life insurance companies. Similarly, return on equity (ROE) has diminished in
the same period.
Table 9. Profitability of insurers

Profitability
Index

ROA
ROE
Colombia Risk Free Rate

2009

4.5%
18.2%
8.50%

2010

4.3%
16.9%
7.69%

2011

1.6%
6.6%
7.18%

Source: Calculations SFC- Bloomberg
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2012

2.8%
11.8%
5.50%

2013

1.3%
6.0%
6.80%

2014

2015

2.3%
10.9%
7.10%

2.0%
10.2%
8.25%

1.2 Products in the insurance sector
10.
The Colombian insurance market may be divided into two groups of business that represent 93%
of the gross written premiums of the insurance sector:
− Compulsory and regulated insurance, including social security related insurance products and
SOAT which represented 33% of gross written premiums in 2015.
− Traditional insurance lines which represent 60% of gross written premiums.
11.
7% of insurance products were sold through mass marketing and bancassurance. The growth of
the insurance sector in 2015 saw an increase in premiums at 13% In the last years, greater dynamic growth
was seen in life companies due to unemployment rates decreasing which have increased contributions
(premiums) for workers’ compensation insurance and disability insurance. Annual growth of premium in
mass market and bancassurance lines for 2015 was 18% for unemployment insurance, 17% for personal
accident, and 132% for homeowner’s insurance.
Table 10. Gross Premiums in life and non-life insurance (COP billions)

Year

Non-life
insurance
companies

2010
6,795.2
2011
7,770.8
2012
8,732.3
2013
9,350.1
2014
10,184.4
2015
11,724.0
Source: SFC

Growth %

Life insurance
companies

Growth %

Total
Premiums

Growth %

9.5%
14.4%
12.4%
7.1%
8.9%
15.1%

5,531.4
6,278.1
7,406.1
9,743.9
9,212.5
10,219.5

4.7%
13.5%
18.0%
31.6%
-5.5%
10.9%

12,326.6
14,048.9
16,138.4
19,094.0
19,396.9
21,943.5

7.3%
14.0%
14.9%
18.3%
1.6%
13.1%

12.
Other factors contributing to the industry’s growth are the increase of lending activity in the
financial sector, particularly in consumer and mortgage loans, that increases demand for credit linked
insurance products (i.e., group life, unemployment).
Table 11. Penetration of Life and Non-life insurance (Premiums/GDP)

Year
2009
2010
2011
2012
2013
2014p
2015p
p stands for provisional
Sources: SFC and DANE

Non-Life insurance Life insurance
1.2%
1.2%
1.3%
1.3%
1.3%
1.3%
1.5%

1.0%
1.0%
1.0%
1.1%
1.4%
1.2%
1.3%

13.
Non-life insurance products have had a higher penetration rate during the last year due to the
increase in the sales of motor vehicle insurance, SOAT, a compulsory insurance for each vehicle, and
surety insurance. .
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Figure 3. Life and non-life insurance in selected OECD countries and Colombia, 2012
Luxembourg
Japan
Ireland
United Kingdom
Denmark
Italy
Chile
Belgium
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Korea
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Norway
Sweden
Slovak Republic
Australia
Hungary
Israel
OECD total
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Netherlands
Colombia
Czech Republic
Spain
Mexico
Greece
United States
Austria
Germany
Canada
Estonia
Slovenia
Turkey
Iceland

Life

Non-Life

0%
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Note: Life insurance share is the ratio of gross life insurance premiums to total gross premiums. Data for Austria refer to gross
premiums of direct business only. Data for Japan about total non-life gross premiums refer to 2011.
Source: OECD Insurance Statistics 2013 and OECD Global Insurance Statistics.

14.

The main types of life products are:
− Workers’ compensation: compulsory insurance that covers the liability of the employer for work
related illness and insurance taken by employers on behalf of their employees, and by independent
contractors to cover their own risk.
− Disability insurance: Mandatory insurance purchased by the private pension fund administrators to
cover disability and death risks of its beneficiaries. This insurance also covers the difference
between the amount required for the issuance of an annuity and the amounts saved by the affiliate
in his/her pension account.
− Group life: Insurance that covers borrowers who have contracted debt obligations with financial
institutions such as consumer loans and housing loans, covering the financial institution from
default of payment due to death from any cause or disability.
− Annuity: In accordance with the Social Security System law (Law 100 of 1993, as amended),
pensioners of the private pension regime may opt to acquire an annuity as a form of pension.
o

Immediate Annuity: accumulated capital in the pension fund of the policyholder’s
individual account is transferred to the insurance company and the immediate annuity
12

is issued which will guarantee the payment of a monthly pension during the lifetime
of the policyholder.
o

The main types of non-life products are:
− Motor vehicle insurance: coverage for damages or loss to motor vehicles, partial or total loss
by theft as well as third party liability to persons or property.
− Traffic accident compulsory insurance - SOAT: compulsory insurance for all motor vehicles
in Colombia which covers personal injuries caused to victims of car accidents. Premium rates
for this insurance are determined by SFC.
− Fire and earthquake: includes both policies for mortgage backed loans which cover real estate
mortgaged to financial institutions, and those voluntarily purchased by businesses and
individuals.
− Surety: to guarantee the fulfilment of contractual and/or legal obligations.
− Liability: covers damage to third parties.
− Unemployment: covers the risks of unemployment (for employees) and temporary disability
(for independent contractors).
− Personal accidents: covers loss of income due to accidental injury; also provides
indemnification for death and permanent disability caused by accidents.
Figure 4. Premium growth by insurance line

25
20
COP Billions

15.

Deferred Annuity: acquired when the policyholder chooses the retirement
programmed pension with deferred annuity. In this case, the pensioner receives
his/her pension initially through a private pension fund and subsequently, he/she
contracts with an insurance company an annuity in order to receive monthly
payments from a specific date.

15
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5
-
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Social security

Source: SFC
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2013

2014

Other - life sector

2015

Table 12. Compulsory SOAT insurance providers, 2015 (COP Billions)

Position

Company

Gross Premiums

1
2
3
4
5
6
7
8
9
10
11
12
13

Seguros del Estado S.A.
Compañía Mundial de Seguros S.A.
Seguros Generales Suramericana S.A.
QBE Seguros S.A.
AXA Colpatria Seguros S.A.
La Previsora S.A. Compañía de Seguros
Liberty Seguros S.A.
Cardif Colombia Seguros Generales S.A.
Aseguradora Solidaria de Colombia Ltda.
Seguros Comerciales Bolívar S.A.
Allianz Seguros S.A.
Mapfre Seguros Generales de Colombia S.A.
La Equidad Seguros Generales OC
Total
Only non-life companies can write SOAT policies
Source: SFC

539.3
291.8
286.7
235.7
205.5
183.5
74.3
41.0
19.6
18.8
13.4
12.0
12.0
1,933.8

Table 13. Compulsory workers’ compensation insurance, 2015 (COP Billions)

Position

Company

Gross Premiums

1
2
3
4
5
6
7
8
9
10

Seguros de Riesgos Laborales Suramericana S.A.
Positiva Compañía de Seguros S.A.
AXA Colpatria Seguros de Vida S.A.
Compañía de Seguros de Vida Colmena S.A.
Compañía de Seguros Bolívar S.A.
Liberty Seguros de Vida S.A.
La Equidad Seguros de Vida OC
Mapfre Colombia Vida Seguros S.A.
Seguros de Vida Alfa S.A.
Compañía de Seguros de Vida Aurora S.A.
Total
Only life companies can write workers’ compensation policies
Source: SFC

861.0
746.5
450.2
337.2
180.6
137.6
87.9
80.1
17.3
0.1
2,898.2

Table 14. Providers of compulsory disability insurance, 2015 (COP Billions)

Position
1
2
3
4
5
6

Company

Seguros de Vida Alfa S.A.*
Seguros de Vida Suramericana S.A.*
Mapfre Colombia Vida Seguros S.A.*
Compañía de Seguros Bolívar S.A.
AXA Colpatria Seguros de Vida S.A.
BBVA Seguros de Vida Colombia S.A.
Total
*Active in recent years
Only life companies can write disability policies
Source: SFC
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Gross Premiums

877.7
542.6
46.9
1.9
0.3
(0.8)
1,468.5

Table 15. Fire/earthquake insurance providers, 2015 (COP Billions)
Fire
Position
1

Earthquake
Gross
Position
Premiums

Company

Gross
Premiums

Company

3

Seguros Generales Suramericana S.A.
Mapfre Seguros Generales de Colombia
S.A.
AXA Colpatria Seguros S.A.

73.0

3

AXA Colpatria Seguros S.A.

45.2

4

Seguros Comerciales Bolívar S.A.

66.1

4

Seguros Comerciales Bolívar S.A.

55.7

5

AIG Seguros Colombia S.A.

60.5

5

AIG Seguros Colombia S.A.

38.4

6

La Previsora S.A. Compañía de Seguros

59.2

6

La Previsora S.A. Compañía de Seguros

49.6

7

Ace Seguros S.A.

40.0

7

Ace Seguros S.A.

19.7

8

39.9

8

31.9

33.4

9

32.5

10

31.3

11

Allianz Seguros S.A.
Chubb de Colombia Compañía de Seguros
S.A.
BBVA Seguros Colombia S.A.
Royal & Sun Alliance Seguros (Colombia)
S.A.

12.9

12

Generali Colombia Seguros Generales S.A.

15.6

13

Allianz Seguros S.A.
Chubb de Colombia Compañía de Seguros
S.A.
BBVA Seguros Colombia S.A.
Royal & Sun Alliance Seguros (Colombia)
S.A.
Generali Colombia Seguros Generales
S.A.
Seguros del Estado S.A.

8.4

13

Seguros del Estado S.A.

13.2

14

Seguros Alfa S.A.

7.9

14

Seguros Alfa S.A.

13.4

15

La Equidad Seguros Generales OC

7.7

15

La Equidad Seguros Generales OC

16

QBE Seguros S.A.

7.0

16

QBE Seguros S.A.

11.1

17

Liberty Seguros S.A.

5.7

17

Liberty Seguros S.A.

66.3

18

Aseguradora Solidaria de Colombia Ltda.

5.6

18

Aseguradora Solidaria de Colombia Ltda.

2

9
10
11
12

Total

198.5

1

Seguros Generales Suramericana S.A.

104.8

2

Mapfre Seguros Generales de Colombia S.A.

72.1

794.5

166.4

24.9
36.1

7.5

Total

Only non-life companies can write fire and earthquake policies
Source: SFC

6.0

16.2
689.3

1.3 Institutional players
16.
Insurance companies are classified in: (i) general or non-life insurance companies or
cooperatives, and (ii) life insurance companies or cooperatives. There are no mixed or composite
companies. However, some personal insurance lines may be underwritten by both life and non-life
insurance companies, such as group life, unemployment, personal accidents, etc. Currently, there are no
insurance companies listed on the Colombian Stock Exchange (Bolsa de Valores de Colombia). The
owners of insurers are often foreign insurers or owners of family held industrial groups which have been
able to raise capital from other income streams.
Table 16. Number of insurers in Colombia

2009 2010
Non-life insurance companies
Life insurance companies

Total

25
19

44

25
19

44

Source: SFC
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2011

2012

2013

2014

2015

25
19

26
19

25
19

26
19

28
19

44

45

44

45

47

Table 17. Main participants of the insurance market (market share of over 2%), 2015 (COP billions)

Position

1
2
3
4
5
6
7
8
9

Gross
Market
Premiums Share

Name
Seguros Generales Suramericana S.A.
Seguros de Vida Suramericana S.A.
Seguros de Riesgos Laborales
Suramericana S.A.
Seguros Alfa S.A.
Seguros de Vida Alfa S.A.
Compañía de Seguros Bolívar S.A.
Seguros Comerciales Bolívar S.A.

5,131.0

23.4%

2,172.1

9.9%

1,580.4

Ownership profile
Local financial insurance group (Suramericana)
and local financial conglomerate (Grupo Sura).

Local financial insurance group (Alfa) and local
financial conglomerate (Grupo Aval).
Local financial insurance group (Bolívar) and
7.2% local
financial
conglomerate
(Grupo
Bolívar/Davivienda).

Mapfre Seguros Generales de Colombia S.A.
Mapfre Colombia Vida Seguros S.A.Mapfre
AXA Colpatria Colpatria Seguros S.A.
AXA Colpatria Seguros de Vida S.A.
Allianz Seguros S.A.
Allianz Seguros de Vida S.A.

1,281.0

5.8% Foreign owned companies.

1,238.6

5.6%

1,180.3

5.4% Foreign owned companies.

Liberty Seguros S.A.
Liberty Seguros de Vida S.A.
Cardif Colombia Seguros Generales S.A.

1,160.3

5.3% Private local capital (family owned) companies.

1,020.6

4.7% Foreign owned companies.

Estado

804.7

Joint venture, 51%-49%, Axa Group (France)
and Colpatria Group (Colombia).

3.7% Foreign owned company.

Positiva Compañía de Seguros de Vida
800.7
3.6% Stated owned company.
S.A.
Previsora Compañía de Seguros
11
737.3
3.4% Stated owned company.
Generales S.A.
Compañía De Seguros De Vida Colmena
Company that is part of a local financial
12
458.9
2.1%
S.A.
conglomerate.
13
Compañía Mundial de Seguros S.A.
449.3
2.0% Private local capital (family owned) company.
Participants (market share over 2%)
18,015.2 82.1%
Total market
21,943.5 100.0%
Note: This table includes information for all insurance undertakings that are part of a conglomerate, as applicable.
Source: SFC
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17.

The following are the insurance undertakings that are part of a local financial conglomerate:
Table 18. Local capital insurance companies part of a conglomerate

Name

Life

NonLife

1
2
3

Alfa
Bolívar
Colmena

X
X
X

X
X

4

Equidad

X

X

5
Estado
X
6
Suramericana
X
(*) Cap: Sociedad de Capitalización
Source: SFC

X
X

Cap.
(*)
X
X

16

Ownership profile
Part of a local financial conglomerate.
Part of a local financial conglomerate.
Part of a local financial conglomerate.
Mutual insurance entities. Local insurance
group.
Private local capital (family owned).
Part of a local financial conglomerate.

18.
In addition, the following entities are subsidiaries of foreign insurers that are part of an
international financial/insurance conglomerate:
Table 19. Foreign capital insurance companies part of a conglomerate

Name
Ace Seguros S.A. 1
AIG Seguros Colombia S.A.
Allianz Seguros S.A.
Allianz Seguros de Vida S.A.
AXA Colpatria Colpatria Seguros S.A.
AXA Colpatria Seguros de Vida S.A.
BBVA Seguros Colombia S.A.
BBVA Seguros de Vida Colombia S.A.
Berkley International Seguros Colombia S.A.
Cardif Colombia Seguros Generales S.A.
Chubb de Colombia Compañía de Seguros S.A.1
Coface Colombia Seguros de Crédito S.A.

Life

Ace Group (USA)
AIG Group (USA)

X

X

Allianz Group (Germany)

X

X

Joint venture, 51%-49%:, Axa Group (France) and Colpatria Group
(Colombia)

X

X

BBVA Group (Spain)

X
X
X
X

Berkley Group (USA)
BNP Paribas Group (France)
Chubb Group (USA)
Coface Group (France)
Joint venture 51%-49%: Swiss Re (Switzerland), 51% and private
Grupo MErcantil Colpatrialocal capital, 49% (Colombia).

X
X

X

Generali Group (Italy)

X

Joint venture 51%-49%: JMalucelli Group (Brazil) and Travellers
Insurance Group (USA) (jointly, 51%), and other local and foreign
investors (jointly, 49%) (Colombia and Panamá)

X

X

Liberty Group (USA)

X

X

Mapfre Group (Spain)

JMalucellitravelers Seguros S.A
Liberty Seguros S.A.
Liberty Seguros de Vida S.A.
Mapfre Seguros Generales de Colombia S.A.
Mapfre Colombia Vida Seguros S.A.Mapfre
Metlife Colombia Seguros de Vida S.A.
Nacional de Seguros S.A. Compañía de Seguros
Generales
Old Mutual Compañía de Seguros de Vida S.A.
Pan American Life de Colombia Compañía de
Seguros S.A.
QBE Seguros S.A.
Royal & Sun Alliance Seguros (Colombia) S.A.2

Conglomerate

X
X

Compañía Aseguradora de Fianzas S.A.Confianza
Generali Colombia-Seguros Generales S.A.
Generali Colombia Vida Compañía de Seguros S.A.

Non-Life

X

Metlife Group (USA)
X

Barents RE/NASE Group (Panamá)

X

Old Mutual Group (South Africa)

X

Pan American Life (USA)
X
X

QBE Group (Australia)
RSA Group (United Kingdom)

Solunion Colombia Seguros de Crédito S.A.

X

Joint Venture, 50%-50%:, Mapfre Group (Spain) y Euler Hermes
(France) (part of Allianz Group (Germany))

Zurich Colombia Seguros S.A.

X

Zurich Group (Switzerland)

Ace Seguros S.A. and Chubb de Colombia Compañía de Seguros S.A. requested authorization to merge, following the global purchase by Ace Group of Chubb
Group.
2 Suramericana S.A., a local insurance group, purchased RSA insurance undertakings in Latin America. Suramericana Seguros Generales S.A. requested
authorization to absorb, through a merger, Royal & Sun Alliance Seguros (Colombia) S.A.
Source: SFC

1

1.4 Competition in the insurance sector and entry/exit from the industry
19.
In the last 10 years, the entry rate of insurance companies in this sector was 11% (5 out of 47
companies) and the exit rate was 2.1% (1 out of 47 companies). As of April 2016, there were 47 insurance
undertakings operating in Colombia, of which 28 are non-life companies, 19 are life companies.
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20.
The Herfindahl-Hischman Index 2 is exceptionally low for all areas of the insurance market,
indicating that it is not concentrated and there is robust competition.
Table 20. Herfindahl index of Colombia’s insurance market

Insurance underwriters class
Life insurance companies
Non-life companies
Insurance sector

Source: SFC calculations

2011
1,108
733
447

2012
1,136
731
455

2013
1,166
725
465

2014
985
676
458

2015
1,298
685
477

21.
Out of the 47 insurance companies, 28 (19 non-life and 9 life companies representing 60%) are
companies with foreign capital from 22 international insurance groups.
Table 21. Marketshare of foreign capital insurers
Name
Mapfre Seguros Generales de Colombia S.A.
Mapfre Colombia Vida Seguros S.A.Mapfre

Jurisdiction

Foreign
Ownership

Main lines of business
Non-life: motor vehicle, fire, earthquake.
Life: Law 100 mandatory pensions, group
life and workers’ compensation.

Market
share

Spain

100%

France

51%

Germany

100%

USA

100%

Cardif Colombia Seguros Generales S.A.

France

100%

QBE Seguros S.A.
BBVA Seguros Colombia S.A.
BBVA Seguros de Vida Colombia S.A.
Ace Seguros S.A. 1

Australia

100%

Spain

100%

USA

100%

AIG Seguros Colombia S.A.

USA

100%

Royal & Sun Alliance Seguros (Colombia) S.A.2

United Kingdom

100%

Chubb de Colombia Compañía de Seguros S.A.1
Metlife Colombia Seguros de Vida S.A.

USA
USA

100%
100%

Compañía Aseguradora de Fianzas S.A. Confianza

Italy

100%

Non-life: motor vehicle, earthquake, fire.
Life: group life, personal accidents.

0.9%

Switzerland

51%

Non-life: .surety, liability.

0.9%

Non-life: commercial credit, export credit.

0.1%

AXA Colpatria Colpatria Seguros S.A.
AXA Colpatria Seguros de Vida S.A.
Allianz Seguros S.A.
Allianz Seguros de Vida S.A.
Liberty Seguros S.A.
Liberty Seguros de Vida S.A.

Generali Colombia-Seguros Generales S.A.
Generali Colombia Vida Compañía de Seguros S.A.
Solunion Colombia Seguros de Crédito S.A.
Nacional de Seguros S.A. Compañía de Seguros
Generales
JMalucellitravelers Seguros S.A.
Pan American Life de Colombia Compañía de Seguros
S.A.

2

Spain-Germany

50%-50%

Non-life: SOAT, motor vehicle, fire. Life:
workers’ compensation, life.
Non-life: motor vehicle. Life: health and
group life.
Non-life: motor vehicle, group life, surety.
Life: workers’ compensation.
Non-life: unemployment, group life,
personal accidents.
Non-life: SOAT, liability, motor vehicle.
Non-life: fire, theft, earthquake. Life: group
life.
Non-life: personal accidents and group life.
Non-life: fire, liability, motor vehicle,
earthquake.
Non-life: group life, business interruption,
earthquake, fire, machinery breakdown.
Non-life: group life, fire, liability.
Life: life, personal accidents, health.

5.8%
5.6%
5.4%
4.7%
3.7%
1.8%
1.8%
1.7%
1.5%
1.4%
1.2%
1.0%

Panama

100%

Non-life: surety.

0.1%

Brazil

100%

Non-life: surety.

0.1%

USA

100%

Life: group life, health.

0.1%

A Herfindahl index between 1500 and 2500 is considered to be moderately concentrated and an index above 2500 to
be
highly
concentrated
according
to
the
US
Department
of
Justice.
<http://www.justice.gov/atr/public/guidelines/hhi.html>
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Coface Colombia Seguros de Crédito S.A.
Berkley International Seguros Colombia S.A.
Zurich Colombia Seguros S.A.
Old Mutual Compañía de Seguros de Vida S.A.

France
USA
Switzerland
South Africa

Foreign capital insurance market3
Total market

100%
100%
100%
100%

Non-life: commercial credit, export credit.
Non-life: surety.
Non-life: liability.
Life: voluntary pensions.

0.0%
0.0%
0.0%
0.0%
37.9%
100.0%

Ace Seguros S.A. and Chubb de Colombia Compañía de Seguros S.A. requested authorization to merge, following the global purchase by Ace Group of Chubb
Group.
2 Suramericana S.A., a local insurance group, purchased RSA insurance undertakings in Latin America. Suramericana Seguros Generales S.A. requested
authorization to absorb, through a merger, Royal & Sun Alliance Seguros (Colombia) S.A.
3 Munich Re beneficially owns 18.9% of the capital of Seguros Generales Suramericana S.A. and Seguros de Vida Suramericana S.A., however is not included in
this table insofar this is not a controlling stake.
Source: SFC
1

Figure 5. Market share of insurers

Liberty, 4.7%
Estado, 5.3%
Allianz, 5.4%

Cardif, 3.7%

Positiva , 3.6%
Previsora, 3.4%
Equidad, 2.1%

AXA
Colpatria,
5.6%

Colmena, 2.1%
Mundial, 2.0%
Solidaria, 1.9%

Mapfre,
5.8%
Other, 11.5%
Bolívar ,
7.2%

Chubb, 1.2%

Alfa,
9.9%

AIG,
1.5%

RSA,
1.4%

Global,
1.1%

Ace, 1.7%
BBVA,
1.8%

Suramericana,
23.4%

QBE,
1.8%
Metlife, 1.0%

Source: SFC

22.
The main reason to enter the Colombian insurance market has been the perception of a “good
business opportunity” due to the positive performance of the Colombian economy in the last years, and the
infrastructure plan that is being developed by the Government, which has increased interest in the non-life
market. In particular, a growing middle class, low insurance penetration and the relatively large population
(around 47.6 million) has contributed to this perception.
23.

During the last ten years, the following insurance companies have been incorporated:
−

In 2008, the Group BNP Paribas (France) incorporated Cardif Colombia Compañía de
Seguros Generales S.A., a non-life insurer with a sales strategy focused on unemployment and
other credit-related insurance. It began with premiums of COP$12.0 billion and in 2013 had
premiums of COP$242.7 billion. Cardif has recently obtained authorisation to sell motor
vehicle insurance and SOAT.

− In 2012, Cardinal Insurance Company S.A. (today JMalucellitravelers Seguros S.A.), was
incorporated and entered the market offering surety and liability insurance, in response to the
opportunity proposed by the government of developing the country's infrastructure. Formerly
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owned by the Panamanian ASA group and other local shareholders, is currently controlled by
a JMalucelli/Travellers joint venture.
−

In 2013, the Coface Group (France) incorporated a subsidiary in Colombia, Coface Colombia
Seguros de Crédito S.A., to provide credit and export credit insurance products. The company
was licensed in 2014.

−

In 2014, Berkley International Seguros Colombia S.A. a subsidiary in Colombia of W.R.
Berkley Group (USA), was incorporated and, in 2015, authorised to offer surety, casualty,
transportation and commercial multi-peril insurance.

−

In 2015, Zurich Group (Switzerland) incorporated a local wholly-owned subsidiary Zurich
Colombia Seguros S.A., with a focus on the corporate market including commercial multiperil, contractor multi-peril, surety and casualty lines.

24.
Via acquisition, the following foreign insurance companies have also entered the insurance
market in recent years:
−

AXA purchased 51% of outstanding capital of Colpatria’s life, non-life and capitalization
companies.

−

Swiss Re Corporate Solutions obtained authorisation to acquire 51% of the outstanding
capital of Confianza.

−

Euler Hermes (Allianz Group) entered into a joint venture agreement with Mapfre to provide
credit and export credit insurance in the Americas, the change in the beneficial ownership of
Mapfre’s Colombia-based vehicle Crediseguros (now Solunion) was authorised in 2013.

−

A joint venture between JMalucelli Group (Brazil) and Traverllers Insurance Group (USA)
acquired 51% of outstanding capital of JMalucellitravelers Seguros S.A.

−

Barents Re/NASE Group, from Panama, acquired Eco Seguros S.A. Compañía de Seguros
Generales and rebranded it as Nacional de Seguros S.A. Compañía de Seguros Generales.

−

Ace Group acquired Chubb Group globally in 2015. Both groups had subsidiaries
incorporated in Colombia, which will be merged into a single insurance company under the
name of Chubb.

−

In 2015, Suramericana S.A. Insurance Group (Colombia) purchased Royal & Sun Alliance
insurance undertakings in Latin America. RSA Group had a subsidiary incorporated in
Colombia, which will be absorbed by Suramericana Seguros Generales S.A.

−

In 2014, Hyperion Insurance Group, controller of Howden Group was authorised to
purchase controlling stakes in Wacolda and Proseguros insurance brokers, and NMB
reinsurance broker.

−

In 2015, Arthur J. Gallagher & Co. acquired controlling stakes in ARM Re Ltda. Corredores
de Reaseguros, and in Guianza S.A. Corredores de Seguros, in 2016.

25.
In 2013, Cóndor S.A. Compañía de Seguros Generales was placed under administrative takeover
and subsequently its liquidation was ordered by the SFC.
26.
There are currently 52 brokers (36 insurance brokers and 16 reinsurance brokers). During the past
10 years, eight have exited the market, and, in 2014-2015, three were authorised. The following brokers
have exited the market:
−

Calero Renteria S.A. Corredores de Seguros – became an agency (2007)
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−
−
−
−
−
−
−

Serviseguros S.A. Corredores de Seguros – became an agency (2009)
C & E Corredores de Seguros S.A. – became an agency (2011)
Telebroker Corredores de Seguros S.A. – voluntary liquidation (2009)
Benfield Colombia Corredores de Reaseguros S.A. – voluntary liquidation – 2010
C & E Corredores de Seguros S.A. – became an agency (2011)
Madero y Maldonado S.A. Corredores de Seguros (2011)
Münchener de Colombia S.A. Corredores de Reaseguros – voluntary liquidation – 2013. In
the same year a representative office for Münchener Rückversicherungs-Gesellschaft
Aktiengesellschaft in München was authorised.

1.5 Distribution channels
27.

Insurance products in Colombia are distributed through the following traditional channels:
−

Direct sale: Insurance companies sell their products through their own network and with their
own personnel.

−

Intermediaries: Insurance brokerage is an activity reserved exclusively to the following
persons and entities:
o Insurance Brokers: insurance brokers can only be legal entities established as
corporations (sociedades anónimas) with the exclusive purpose of undertaking
insurance brokerage. These entities are subject to supervision from SFC, and must
meet minimum capital requirements (MCR) of approximately USD115,000 (COP
386 million for 2016). They act as an independent party from the clients and the
insurers. The on-going MCR will be adjusted depending on the amount of brokerage
fees of brokers.
o

Insurance agencies: insurance agencies are collective or limited liability companies
with the exclusive purpose of undertaking insurance brokerage. These entities are not
subject to supervision from SFC, and they act as representatives of the insurance
companies whose products they sell.

o

Insurance agents: Persons authorised by insurance companies to promote and sell
their products. Insurance agents can be classified as (i) independent, which do not
have a labour contract with insurance companies but sell their products; and (ii)
dependent, which are employees of insurance companies. Agents are not subject to
supervision by SFC.

28.
Insurance agencies and agents must be monitored by the insurer they represent. SFC requires that
insurers ensure the suitability of people who work for the agencies or as agents, and use the consumer
complaints received by the SFC and complains statistics to examine whether agencies and agents have
been complying with these requirements.
Table 22. Number of intermediaries in 2016*

Class
Insurance brokers
Reinsurance brokers
Total

Number
36
16
52

*At the end of April
Source: SFC
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29.
In the last few years, insurance companies started to use non-traditional sales channels (directly
operated or with the involvement of third parties) allowing them to sell policies on a mass scale. These
channels are:
− Network Use Agreements: Also known as bancassurance, entails offer insurance
products through the network of financial institutions and private pension funds
− Correspondents: Pursuant to Decree 094 of 2015, insurance companies may offer certain
products (simple, standardised and universal ones) through correspondents connected with
the insurer through data transmission systems. Through correspondents, insurers may also
collect premiums, pay claims, deliver and receive insurance application forms, insurance
policies, certificates, and claim support documentation.
− Call centers: Insurance companies directly, or using an outsourcing company, selling their
products via telephone.
− Retail: Insurance companies enter into agreements with retailers for the offering and sales
of their products.
− Other commercialisation schemes: Insurance companies enter into agreements with
entities with large client or member bases (such as utilities companies or guilds) (i.e.,
sponsors) for offering and sales of their products.
30.
As mentioned, insurers in Colombia may offer insurance products through the network of
financial institutions and private pension funds:
− Credit Institutions (Banks): insurer can enter into a contract for the use of a bank’s network.
This mechanism can be used for the promotion and management of insurance products, and it
includes all operations such as collection, receipt, payment, transfer and delivery of money.
The products which are marketed in this way are those which are considered massive products
that are universal, simple and standardised. Policies must be easy to understand and easy to
use for individuals. The products must be from one of the following line of business: SOAT,
personal multi-risk, motor vehicle, funerary services insurance, personal accidents,
unemployment, education, life, health and voluntary pensions.
− Private Pension Funds: Private pension funds can sell insurance products authorised by the
government in their offices. These are products with personal accident cover, home damage
and unemployment, distributed through agreements with chain and department stores.
− Other financial institutions are also authorized to sell insurance products through their
network, subject to the same conditions applicable to the bancassurance channel.
31.
Sales through these networks have been very successful. However, given the number of policies
being contracted through them, SFC issued External Circular 049 of 2015 establishing consumer protection
regulations to ensure that consumers receive timely and appropriate information.
1.6 Reinsurance
32.
The reinsurance market in Colombia is limited, amounting to 2% of the gross premiums of the
insurance market. It is concentrated in terms of the companies providing reinsurance and the business lines
offered. Insurance companies are allowed to develop reinsurance activities, as long as their articles of
association articulate this and the company complies with the minimum capital requirement for reinsurance
companies (COP38.9 billion in 2016, approx. USD13.2 million). The premiums accepted in reinsurance by
the insurance company are taken into account for the calculation of the solvency requirement for the
underwriting risk capital charge.
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33.
Only eight insurance companies can accept risks ceded in reinsurance (seven non-life companies
and one life company). Of this group, only three companies (non-life insurance) have been active in
providing reinsurance: Cardif, Suramericana y Chubb. In the last year, Cardif obtained 37% of its
premiums from its local reinsurance operations, which accounted for the 68% of the premiums of the
reinsurance market.
34.
The most representative reinsured lines are unemployment, personal accidents, theft, and group
life insurance. It is important to highlight the growth of the reinsurance acceptances of insurance policies
related to bank loans, such as the unemployment and life group policies.
1.7 Relationship of insurance with the pension system
35.

The role of the insurance sector in private pensions entails two things:
− Providing disability insurance to the private pension fund’s beneficiaries: the private pension
fund manager is required by law to purchase and pay, on behalf of its beneficiaries, insurance
for disability risk. This insurance will cover the difference between the amount saved in the
affiliate’s pension account and the amount necessary to cover the premium for an annuity to
pay the disability pension set in accordance with Social Security law and regulations.
− Providing an annuity: Once the affiliate is eligible for a pension, one of the available payment
forms for pension plan benefits is the issuance of an annuity through a life insurance
company.

36.

Types of annuity products that can be purchased are:
− Single premium commutation life annuity (Pensiones conmutación pensional): This product is
sold when a company sells its occupational pension portfolio to an insurer and the insurer
must provide an annuity upon the beneficiaries’ retirement or a condition is set in the labour
contract. To this end, the insurance must value the pension liabilities and charge an annuity to
the company, guaranteeing the payment of the monthly pensions of those who acquire the
right.
− Annuities for mandatory pension (Pensiones Ley 100): This product is a form of pension
defined in Law 100 of 1993 which becomes available when retiring to meet the requirements
for a retirement pension. The basic coverage is the payment to the insured of a lifetime
monthly income and the monthly pension payments to the beneficiaries in case of insured’s
death by the time they are entitled. The offered products are of two types:
o

Immediate Annuities (renta vitalicia inmediata): The immediate annuity will
guarantee the payment of a monthly pension for the lifetime of the insured when it is
issued.

o

Deferred annuity (renta vitalicia diferida): The policyholder chooses the modality of
retirement programmed pension with deferred annuity; initially the pensioner receives
his/her pension through a private pension fund and subsequently contracts with an
insurance company an annuity in order to receive monthly payments from a specific
date.

o

Matching contribution scheme (beneficios económicos periodicos or BEPS for its
acronym in Spanish): Colombia introduced a matching-contribution scheme that
targets workers with irregular wages due to phases of informal activity, pursuant to
which Colpensiones (government owned entity that acts as administrator of the
defined-benefit pension system), manages the accumulation phase, and at the time of
procuring the pension the Government provides funds to increase the saved amount,
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in order to purchase an annuity issued on special terms by a life insurer. The first
annuities under the BEPS program were sold in 2015.
− Education insurance (seguro educativo): This insurance includes the payments for college
semesters of the insurance beneficiaries and the guarantee corresponds to the cost of the
semester, which varies with the value of the college career until finishing the number of
covered periods (semesters).
− Voluntary pension fund (pensiones voluntarias): This product could be purchased by the
insured to supplement his/her pension, selecting the type of pension of programmed
retirement with deferred annuity.
− Voluntary annuities (rentas voluntarias): The structure of this insurance corresponds to a
contingent event triggering the income for basic coverage or periodic benefits.
37.
Annuities are linked to the minimum wage which is set annually by a Decree as a result of
negotiations between the government and trade unions. The minimum wage, usually, takes into account
changes in the consumer price index, the inflation target set by the Board of Governors of the Central
Bank, national productivity and increase of GDP, and the contribution of labour to the National Income.
Insurers forecast the rise of minimum wage when determining annuities payouts, which is usually expected
to be within the margin of 1%, but negotiations can lead to greater volatility in the minimum wage,
exposing insurers to higher provision of annuities. In order to provide a hedging mechanism for this risk,
the Government issued Decree 036 of 2015, establishing that all annuities with monthly payouts equal to
the minimum wage registered with the Ministry of Finance, will be covered for the variations of the
minimum monthly wage that exceed the arithmetic mean of the real annual growth of productivity for the
ten years prior to the issuance date of the annuities, provided that it exceeds zero per cent (0%). The
Government will then provide the funds required by life insurers to complement their mathematical reserve
calculated with the new minimum wage growth rate. If the growth of the minimum wage is less than the
aforementioned reference parameter, insurance companies must transfer the excess mathematical reserve to
the Government.
Table 23. Volume of annuities (COP billions)

Line of business
Educational insurance
Law 100 mandatory pensions
Voluntary pensions
Single premium commutation pensions
Voluntary annuities
BEPS
Total Annuities
Total Gross premiums

Gross premiums 2015
192.9
840.5
25.2
4.7
32.0
1.7
1,097.0
21,943.5

Source: SFC.

Market share
0.9%
3.8%
0.1%
0.0%
0.1%
0.01%
5.0%
100.0%

1.8 Large-scale risks
38.
Colombia is highly exposed to earthquakes and flood events. According to Ingeominas, the
Colombian Geological entity, 86% of Colombians are under significant seismic hazard levels. High-risk
areas appear in 475 municipalities in red with about 35% of the Colombian population, in areas of
intermediate threat 435 municipalities appear with 51% of the population (yellow colour) and in areas of
low threat appear 151 municipalities with almost 14% of Colombians (colour green).
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Figure 6. Colombian seismological map

Source: Ingeominas 3

39.
According to FASECOLDA’s report 4, throughout Colombian history the Government has
assumed the cost of losses caused by natural catastrophes through the central government budget. The
figure below shows that the costs of the 1967 earthquake represented 0.3% of GDP, that in 1983 almost
1% and the Armenia city earthquake in 1999, represented 1.58% of GDP.
Table 24. Cost of earthquakes as percentage of GDP
Cost of latest earthquakes as percentage of GDP
Date

Place

09/02/1967

Neiva, Huila

31/03/1983

Popayán, Cauca

25/01/1999

Armenia

Cost (COP
GDP (COP Billions)
Billions)
0.3
100.3

Cost as % Of
GDP
0.30%

35.5

3,628.2

0.98%

2,387.7

151,565.0

1.58%

Comments
US$ 400 million. TRM: 88.8
(31/12/1983)
US$ 1.500 million. TRM:
1,591.81 (25/01/1999)

Source: FASECOLDA

40.
The 1999 earthquake costs 70% of that year’s production of insurance companies. In the last two
catastrophes, the insurance sector paid just 2.32% for the Popayán earthquake losses and 10% for the
Armenian losses. The main lines of insurance that were implicated were earthquake and fire. Due to
Armenia’s earthquake, the government allowed insurance companies to release their earthquake reserve
Information from web site:
http://seisan.ingeominas.gov.co/RSNC/index.php?option=com_content&view=article&id=50&Itemid=62

3

Information from web site:
http://www.mapfre.com/documentacion/publico/i18n/catalogo_imagenes/grupo.cmd?path=1060535

4
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with the commitment to restore it within the next 4 years. Capital markets instruments have not been used
to pay earthquake losses in Colombia.
41.
Local insurers provide coverage for terrorism risks through a peril named Malicious Acts from
Third Parties (actos mal intencionados de terceros, AMIT for its acronym in Spanish) based on market
practices. Besides the above, Government programs aimed to compensate terrorism victims have been
created. In the Social Security System, there is a solidarity fund (FOSYGA), which has a specific account
for attending to victims of terrorist actions.
1.9 State-ownership of the insurance sector
42.
There are three insurance companies which have state participation: one life insurance company
(Positiva S.A. Compañía de Seguros de Vida), one non-life insurance company (La Previsora S.A.
Compañía de Seguros Generales) both wholly owned by the state, and a second non-life insurance
company (Segurexpo S.A.) partially owned by the state, focused on surety, and commercial and export
credit insurance.
Table 25. State Controlled Insurers, 2015 (COP Billions)
Company
Gross premiums
Positiva S.A. Compañía de Seguros de Vida
800.7
La Previsora S.A. Compañía de Seguros
737.3
Generales
Segurexpo de Colombia S.A.(1)
22.2
Sub Total
1,560.2
Total Insurance Industry
21,943.5
(1) The ownership of the State in Segurexpo is less than 50%
Source: SFC information reported by the companies

Market share
Lines of business
3.6% Pension commutation, workers’ compensation
3.4%

SOAT, motor vehicle, casualty, group life
0.1% Surety, commercial credit, export credit, casualty
7.1%
100.0%

Positiva Compañía de Seguros S.A. (Life)
43.
In 2015, Positiva was between the 10 biggest insurance companies by gross premiums with COP
800.7 billion and 8% of the life insurance market, and as measured by technical reserves, with COP 2.4
trillion representing 10% of the technical reserves held by life insurance companies. Positiva is a
significant insurer of workers’ compensation: is the second in written premiums (COP 746.5 billion and
26% of market share in this LOB).
44.
Positiva (formerly, La Previsora Vida S.A. Compañía de Seguros) is the result of the assignment
of assets, liabilities and contracts of the social security agency and the need for an insurer to take over the
portfolio of this agency in terms of workers’ compensation insurance, which in particular includes high
risk workers, such as independently employed and low skill miners. In September of 2008 as per
Resolution 1293 of August 11th of 2008 and in accordance with Decrees 3147 and 3149 of 2009, Positiva
received as assignee the assets, liabilities and contracts from the workers’ compensation insurance area of
the Social Security Institute (Instituto de Seguro Social), a governmental institution which managed the
social security programs (including workers compensation). The high risk portfolio meant that none of the
insurers were willing to take it over, and the government was required to step in.
45.
Positiva is a corporation (sociedad anónima) wholly owned by the State through the Ministry of
Finance, directly (90.88%) and indirectly (9.09% through La Previsora and 0.03% by other minority
shareholders). As a public entity (entidad estatal), it has the status of an indirect decentralized national
entity with legal personality, administrative autonomy and independent capital.
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46.
As premiums for workers’ compensation are regulated, there is little willingness of the market to
take over risky portfolios. In fact, as workers’ compensation is compulsory insurance, while insurers are
obliged to provide coverage, if they find the potential policyholder to belong to a high risk group, it is said
that they persuade the worker to take up insurance with Positiva.
47.
As of December 2015, the main line of business was workers’ compensation. In 2013 Positiva
entered into a single premium pensions commutation deal with the ETB (Empresa de Telefónos de
Bogotá), with a COP1,387 billion premium which placed it, albeit temporarily, in the first place of the life
insurance market.
Table 26. Shareholding and board members of Positiva Insurance Company
Ministry of Finance

90.88%

La Previsora Insurance Company

9.09%

Others

0.03%

Principals:
Technical Vice-Minister
Ministry of Finance
Andrés Restrepo
Elected in Assembly
Montoya
Oscar Leiva Villamizar
Elected in Assembly
Hernando Francisco
Chica Zuccardi
Gabriel Vallejo López

Alternates:
None, by Statutes
Elizabeth Cristina Rodriguez
Elected in Assembly
Taylor
Mauricio
Santamaría
Elected in Assembly
Salamanca
Eduardo Matuk Morales
Elected in Assembly

Elected in Assembly
President’s office delegate

Jose
Mauricio
Gómez

Cuestas

President’s office delegate

Source: Ministry of Finance

La Previsora S.A. Compañía de Seguros Generales
48.
The most important lines of business in 2015 were SOAT, motor vehicle, liability and fire. Its
market share is 3.4% of the total insurance sector.
49.
It is a corporation (sociedad anónima) wholly owned by the state through the Ministry of
Finance, directly and indirectly (less than 1% of the shares are owned by private and public entities). It is
also subject to the rules of industrial and commercial state enterprises.
Table 27. Shareholding and board members of La Previsora Insurance Company
Ministry of Finance
Ministry of Labour
Corferias
Fogafin
Others

99,5%
0,2%
0,1%
0,1%
0,1%

Principals:
General Vice-Minister
Ministry of Finance
Faty Marcela Castro
Labour Ministry delegate
Macías
Edgar Alberto Mora
Elected in Assembly
Hernández
María Ximena Cadena
Elected in Assembly
Ordóñez
Carolina Soto Losada
President’s office delegate
Source: Ministry of Finance

Alternates:
None, by Statutes
Daniel Arcila Ramos

Labour Ministry delegate

Christian Vicente Prado Castillo

Elected in Assembly

María Carolina Hoyos Turbay

Elected in Assembly

Andrés Ricardo Quevedo Caro
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President’s office delegate

Segurexpo S.A.
50.
Segurexpo S.A. is a corporation (sociedad anónima) owned mainly by CESCE through the
International Consortium of Spain Credit Insurers (49.67%) and the Bank for Foreign Trade of Colombia BANCOLDEX (49.63%), which is a state owned entity. It is a small insurer (0.2% of total non-life
market), specialized in surety and credit insurance operations (commercial insurance with a market share
of 16.8%, and export credit insurance with 32.4%), within which it assumes political and extraordinary
risks which are guaranteed by the nation.
51.
It also has also expanded into surety (37% of written premiums) and casualty with (4% of written
premiums), particularly for insuring infrastructure projects and other public procurement contracts.
52.
A 2013 OECD report on Colombia’s state-owned enterprises (SOEs) makes the following
relevant recommendations: 5
−

Separation of roles. A well-established ownership co-ordination body, with a clear ownership policy to
guide it, would be then able to take over the responsibilities currently assigned to line ministries […]

−

Independence of boards. Political appointees could be replaced by independent directors, ideally with
private-sector experience and complementary skills that would enhance the functioning of SOE boards
[…]

53.
The National Council for Economic and Social Policy (CONPES) published in November 2015
Colombia's General Ownership Policy for SOEs, which will guide the Government's exercise of its
ownership role towards the implementation of OECD's best practices. The National Government also
created a new General Directorate for SOEs at the Ministry of Finance to lead the implementation of the
Ownership Policy, which includes the creation of an independent agency for State Ownership in the
coming years.
54.
Implementation of the new ownership policy has begun with the strengthening of the processes
by which it elects SOE board members, which has led to an increasing number of independent board
members. More importantly, Colombia has reduced the participation of Ministers and Deputy Minister on
SOE boards, and is committed to removing the remaining ones before the end of the current presidential
term.
II. Regulatory and Supervisory System of the insurance system
2.1 Policy and regulatory initiatives
55.
years:

Below is a list of regulatory reforms that have been undertaken in the insurance sector in recent
− Financial system reform (Law 795 of 2003), which made the SFC the sole agency responsible
for financial sector supervision.
− Adoption of international financial reporting standards (Law 1314 of 2009).
− Financial system reform (Law 1328 of 2009), which:

5

Hector Lehuedé, Colombia SOEs: A Review Against the OECD Guidelines on Corporate Governance of Stateowned Enterprises (OECD Corporate Governance Working Papers No. 12, 2013).
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o

Updated the framework for consumer protection, including duties and obligations of
supervised entities (including insurance companies), rights of the financial customer,
obligation to appoint a Financial Consumer Ombudsman for each company, judiciary
powers for the SFC to rule over disputes between customers and financial institutions,
among others.

o

Modified the regulatory framework for the liberalisation of the insurance market,
including:


Authorisation for Colombian residents to purchase insurance abroad, with
certain restrictions.



Authorisation for foreign insurance companies to directly offer and sell their
products related to maritime, aerial and international ground transportation;
prior registration with the SFC in the RAIMAT.



Authorisation for foreign insurance companies to establish a branch in
Colombia, subject to prior approval of the SFC.

− Prudential regulations such as:


Capital adequacy requirements for insurance companies (Decree 2954 of
2010).



Authorised Investment regime for insurance companies, applicable to the
investment portfolio earmarked to support the technical reserves (Decree
2953 of 2010)



Revised technical reserves regime in line with international standards (Decree
2973 of 2013), and the following technical regulations for its application:
•

Guidelines for the adoption of the internal methodology for income
and expenses allocation per business line (External Circular 035 of
2015)

•

Rules for investment in real estate by life insurers (External Circular
033 of 2015).

•

Rules regarding Appointed Actuary (External Circular 022 of 2015).

− Market conduct regulations:

56.



Revision of mortgage insurance auction rules (Decree 673 of 2014 and
External Circular 022 of 2014).



Amendment of KYC proceedings for low-value insurance policies (External
Circular 035 of 2015).



Revision of rules for mass commercialisation through network use
agreements and correspondent agreements (External Circular 049 of 2015)



Regulation of insurance intermediaries, particularly the applicable suitability
requirements, education and training, and oversight which will be subject to
public consultation. (External Circular 050 of 2015).

SFC is currently working on drafting regulations regarding the following:
−

Additional market conduct rules for the sales of insurance through massive marketing
channels are being discussed with the industry.
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−

Regulation for the promotion of inclusive insurance markets, as decided in accordance with
the Micro-insurance project currently in development with Giz and Banca de las
Oportunidades.

57.
The Financial System Coordination Committee (FSCC) was established in 2003, whose members
are the Minister of Finance, the Financial Superintendent, the Director of Fogafin, and Governor of the
Central Bank.
58.
Law 964 of 2005 regarding the Securities Market allowed insurers to invest their reserves in
derivatives products (Article 65), clarified that insurance policies are not securities (Article 2) and finally
repealed regulations requiring agencies and agents be supervised by the SFC (after surpassing a threshold
on charged fees), placing the responsibility of agents’ oversight with insurance companies, and requiring
insurance companies to ensure the suitability of their sales forces, in accordance with legal standards
(Decree 2555 of 2010).
2.2 Institutional structure of regulation and supervision
59.
The Constitution of Colombia delegates the President and the Minister of Finance the authority to
govern the financial sector, with the President given ultimate responsibility. All decrees relevant to
financial sector are signed by both the Minister of Finance and the President. The Constitution also
delegates power to the Superintendent of Finance, permitting measures of the SFC to be signed by the
Superintendent for issuing. The President’s authority relevant to the financial sector does not mean that, in
practice, the President’s Office interferes in financial sector issues. However, this possibility exists.
60.
The Ministry of Finance defines financial policy and is the main financial regulator, based on the
studies and projects prepared by the recently created Financial Regulation and Financial Studies Unit
(URF, Unidad de Proyección Normativa y Estudios de Regulación Financiera). The URF was established
in 2013 to create an independent, technical entity designing financial regulation, with resources to progress
regulatory changes in line with international standards. The URF is formed as a separate agency of the
Ministry of Finance, with an autonomous role in financial regulation. Its budget is provided from the
general budget of the government, but separate from the Ministry of Finance.
61.
All policy assessments and regulatory proposals have to be studied and approved by the
Governing Council (Consejo Directivo) of URF. The Council, which has strategic, coordination and
governance functions, and whose decisions are binding, has five members. Two of those members are
independent. The other three members are the URF’s Director (who is appointed by the President), the
Minister of Finance or its delegate (i.e., a Deputy Minister) and the Superintendent of Finance or its
delegate. The two independent members are yet to be determined, given the need to prevent conflicts of
interest.
62.
The Governing Council approves a legal project before it is put to public consultation, and after
the comments have been incorporated and finalised. They also take decisions on the institutional
management of URF.
63.
The URF has three deputy directors, one in charge of prudential regulation, one in charge of
market integrity and development issues, and one in charge of institutional management. All team
members are assigned to one of these subdivisions. As suggested above, technical studies and regulation
proposals are typically prepared by an interdisciplinary group, working under the supervision of a deputy
director.
64.
The SFC is the supervisor of the financial sector. The SFC is a technical agency, which is selffinanced subject to budget accountability and fiscal restraint. The SFC was created in 2005 through the
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merger of the Banking Superintendence (Superintendencia Bancaria) and the Superintendence of
Securities (Superintendencia de Valores), supervising banks and other financial intermediaries, insurance
companies and intermediaries, securities intermediaries and issuers and pension fund managers. The main
source of the SFC’s resources (98%) is contributions from the supervised institutions. The remaining 2%
comes from return on investment and fees for administrative services. The SFC’s budget must be
considered in the annual fiscal plan, and should be approved by the Congress when the Ministry of Finance
presents it to the Congress in its annual fiscal budget.
65.
The SFC’s structure combines an institutional and risk-based model of financial supervision with
two adjunct superintendents in charge of institutional supervision (Delegatura Adjunta Para Supervision
Institucional) and risk and conduct supervision (Delegatura Adjunta para Supervisión de Riesgos y
Conductas de Mercados). The Superintendent of Finance – the head of the SFC – appoints the two adjunct
superintendents.
66.
The Superintendent of Finance is defined as one of the President’s agents in the Constitution
directly appointed by the President. This impinges the independence of the SFC; accordingly, the
Colombian authorities are seeking alternatives to enhance the de jure independence of the Superintendent.
A draft bill appointing the Superintendent for a fixed term and to require a public explanation of the
reasons for dismissal is being considered. This bill is still being internally discussed, and given the recent
elections, the priority of the bill is yet to be determined and made public for discussion.
67.
As noted in the Financial System Stability Assessment report prepared by staff of the
International Monetary Fund (IMF) published in early 2013, the SFC has broad authority and effectively
supervises financial institutions 6. It “has considerable de facto independence to undertake operations
required by its mandates, and the supervisor carries out his functions with no political interference.
However, there are issues with the de jure independence of the SFC, as the President can dismiss the
superintendent at any time without cause (….). [Additionally,] the SFC and its staff lack legal protection
for acts carried out in good faith performance of their official duties. While some procedures help shield
staff, there is still a potential chilling effect on appropriate action.”
68.
In accordance with article 11.2.1.1.2 of Decree 2555, the direction of the SFC is decided by the
Financial Superintendent in cooperation with the Supervision Superintendent Delegates. Members of the
supervisory body may discuss and state recommendations about different topics, such as: licensing,
adoption of recovering actions with high impact over supervised institutions, following up activities,
identifying emerging risks, adoption of prudential measures, among others.
69.
The Superintendent is autonomous in terms of decision-making power within the framework
provided by the law, although certain decisions have to be consulted with its Advisory Board (Consejo
Asesor). Such decisions include authorisations required for the establishment, merger, acquisition,
conversion, or spin-off, of an entity subject to the SFC’s surveillance, as well as the adoption of emergency
measures (e.g., rescue, restructuring and liquidation of troubled institutions). However, the Advisory
Board’s advice is legally non-binding, and decisions of SFC are made by the Superintendent. The
Superintendent may also summon the advisory board for any other issue he considers necessary or
convenient. The Advisory Board has five members, all of which have to be experts in economic, legal,
financial or capital markets matters. They are appointed and dismissed by the President.
70.
Article 335 of the Colombian Constitution sets forth that financial, capital markets, and insurance
activities, as well as any other pursuit involving management, exploitation and investment of resources
from the public are of public interest. Consequently, carrying out these activities requires prior
6 The

full document is available at the following link: http://www.imf.org/external/pubs/ft/scr/2013/cr1350.pdf
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authorisation from the State or in practical terms the SFC. In line with the Constitution, EOSF sets forth
the general objectives and criteria the Government when using different policy instruments (e.g., regulation
and supervision) in connection with the financial system and capital markets. These objectives seek to
identify market failures and to fulfil certain economic and social needs, and for this purpose financial
authorities must:
−

safeguard financial entities’, clients’, users’ savers’, investors’, and insurance policyholders’
interests and protect their rights,

−

ensure that capital requirements of financial entities are sufficient,

−

financial and capital markets’ transactions are conducted in a safe and transparent manner,

−

promote competition and efficiency in financial and capital markets,

−

promote financial inclusion,

−

prevent systemic risk, and

−

safeguard the public’s confidence in the system.

71.
The SFC’s employees are regulated by a salary regulation applicable to public employees. A
decree in 2005 substantially improved the SFC’s salary regime by including several benefits such as: i)
special reserve equivalent to 65% of basic salary, technical bonus, representation expenses and annual
adjustment by antiquity, ii) receive up to 50% of the basic salary a technical bonus associated to education
profile and performance, and iii) bonuses in June and December, each of these includes: basic salary,
reserve, representation expenses, technical bonus, transportation support, salary adjustment by seniority
and bonus by services.
72.
There are five divisions under the umbrella of the directorates of the two adjunct superintendents.
The divisions within the scope of directorate for institutional supervision are the following: (i) the financial
intermediaries division; (ii) the pensions, severance and trust companies division; (iii) the insurance
division; (iv) the securities intermediaries division; and (v) the securities issuers division. The directorate
for risk and conduct supervision, in turn, leads the following divisions: (i) the credit risk division; (ii) the
money laundering and terrorism financing risk division; (iii) the market risk and integrity division; (iv) the
operative risk division; and (v) the conglomerates and corporate governance risk division.
Figure 7. Organisation chart of SFC
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Source: Ministry of Finance

73.
Accountability of financial authorities is required through publication of annual reports on their
activities (Ministry of Finance, the URF, the SFC, the BR, and FOGAFIN), and annual hearings before
Congress. All entities are required to have internal management and control mechanisms to track progress
with proposed goals. Also, the President’s Office regularly monitors accomplishment of policy goals and
objectives within the Executive branch.
74.
There is no clause in the statutes to legally protect the SFC and its staff in case of legal actions
and administrative proceedings in connection with their activities. The SFC is required to acquire a
directors and officers liability insurance policy which should cover losses and damages incurred by the
SFC and certain directors and officers, should these be found liable of unlawful behaviour in connection
with their activities; it should also cover any expenses incurred by these directors and officers in case of
judicial or administrative proceedings against them. Pursuant to article 49 of Law 1769 de 2015, the SFC is
able to purchase an insurance policy that covers the liability and defence expenses for any disciplinary,
criminal or fiscal proceeding brought against any staff member in relation with the discharge of their
duties, provided wilful misconduct is absent. SFC does not have immunity against its supervisory actions,
and was an issue in the Interbolsa case discussed in Box 1. Guidance on the Insurance Core Principle 27 of
the IAIS requires that “[t] he supervisor and its staff have the necessary legal protection against lawsuits
for actions taken in good faith while discharging their duties, provided they have not acted illegally. They
are adequately protected against the costs of defending their actions while discharging their duties” as a
precondition for effective insurance supervision, as do the principles of the Basel Committee on Banking
Supervision and IOSCO 8.
Box 3. The Interbolsa case
Interbolsa, Colombia’s largest stock exchange broker until its bankruptcy in November 2012, was at the centre of what
may be Colombia’s greatest market scandal and also what has become the occasion for Colombia’s most extensive
and elaborate actions to prosecute corporate officials and some of their clients for conduct related to conflicts of
interest, insider trading, market manipulation and neglect of director duties.
Interbolsa, established in the 1990s, was a key player in the Colombian capital markets due to its innovative products
and its tendency to take riskier positions in the market. In 2012, just before its bankruptcy, Interbolsa handled
approximately 25% of transactions in the Colombia capital markets, according to SFC data, and had assets of over
USD750 million and an estimated over USD4.5 billion under management. Most of Interbolsa’s successful growth was
associated with the development of the market for public debt during the 2000s, a market which mobilized over
USD120 billion, according to statistics of the Colombian Central Bank (Banco de la Republica). Interbolsa was one of
the largest brokers of public debt during all these years.
Since 2008, the company group called “Grupo Interbolsa” participated in several financial vehicles, some supervised
by the SFC (the stock broker company Interbolsa SCB and the administrator of private equity funds and investment
funds Interbolsa SAI)), and some not supervised, with direct investment in corporations directly or through its main
shareholders. These non-financial investments included the commodities stock exchange (Bolsa Mercantil of Colombia
-- BMC), an airline (EasyFly), a textile company (Fabricato) and a private fund in Curaçao among others.
Fabricato, a listed company since 1981, played a key role in the Interbolsa case. During the last decade, the textiles7

8

ICP 2 states that “The supervisor, in the exercise of its functions and powers:
• is operationally independent, accountable and transparent
• protects confidential information
• has appropriate legal protection
• has adequate resources
• meets high professional standards”
Principle 1 of the Basel Core Principles of Effective Banking Supervision and Principle A.3 of the IOSCO’s
Objectives and Principles of Securities Regulation.
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producing company faced ongoing financial problems stemming from the lack of a competitive position for exports to
the United States. However, some analysts considered that Fabricato may have had an opportunity for growth, due to
the approval of the free trade agreement between Colombia and the US in 2011, a potential merger with a Brazilian
9
company and its valued real estate in Antioquia. Based on these findings, “Grupo Interbolsa” started an aggressive
position to acquire stock of Fabricato directly, advised its clients to buy, and lent capital to some related investors
10
(including the Premium Fund and Grupo Corridori) to acquire shares and derivatives convertible in stock.
Consequently, Fabricato shares jumped from Col$29 to a high of Col$84 during 2011. By the beginning of November,
2012, “Grupo Interbolsa” was experiencing liquidity problems. The stock broker company Interbolsa SCB defaulted on
payments, bringing about the liquidation of Interbolsa SCB by the SFC on 7 November, 2012. Some of the related
parties of “Grupo Interbolsa” who had REPO operations (short-term re-purchasing agreements) with stocks of
Fabricato announced their impossibility to pay, a situation that led to the decision by the SFC to freeze the sale of the
stocks of Fabricato pending the availability of more information for the market. By the time trading of Fabricato shares
were re-authorized in March 2013, its share values had plunged to Col$23.
Some, including the Inspector General, have argued that the oversight system did not function correctly, and that the
SFC (and by implication the AMV as well) should have intervened more assertively and earlier to alert the Attorney
General and to protect investors who had REPO operations backed with Fabricato stocks, who were allegedly being
misled by Interbolsa SCB. Nevertheless, there was also a public recognition that the decisions made by the economic
authorities prevented a systemic crisis, given the size and the interconnectedness of the liquidated stock broker
company with the financial system.
Others have been critical of the wider set of market actors such as market analysts and financial journalists who should
have alerted the public to the unrealistic rise of Fabricato’s share prices despite the absence of actual business plans
to support the rapid rise.
Still others point to positive outcomes from the process that show that violations related to market manipulation, insider
trading, and conflicts of interest will be punished in the Colombian market. At the time this report was written (July,
2014), 37 people involved in the Interbolsa case including directors and officers, had criminal charges pending for
infractions related to market manipulation, insider trading, unfair administration and conspiracy. The Attorney
General’s office has created a specialized judicial police unit for economic and financial crimes, and the SFC has
committed four people from its staff to help in their investigations and processes.
The case has reportedly strengthened Colombian market consciousness of the importance of corporate governance,
especially for boards of directors, their audit committees and their independent directors in holding and subsidiary
companies, who have become more aware of their roles and responsibilities.
It has also increased the attention given to the role and responsibility of market regulators, including the importance of
co-ordination between the SFC and AMV; the scope and effectiveness of SFC’s supervision of conglomerates
(financial & non-financial) and of related party transactions of financial entities; the importance of having effective
internal and external auditors; and the lack of transparency of off-shore transactions.
However, the Inspector General issued a report in November 2013 calling for the dismissal of Hernandez and two
other top SFC officials, banning them from serving in public office for a period of 12 years for SFC's alleged failure to
take sufficient and timely enough action in relation to the Interbolsa case. Hernandez appealed the case to the
Inspector General, who subsequently amended the ruling in March 2015, suspending Hernandez for a period of 10
months, while two other officials were suspended for eight months. In Hernandez's absence, Jorge Castaño Gutierrez
served as SFC's Superintendent until Hernandez's return in February 2016.
It is widely recognized in Colombia that this crisis tested the institutional framework in which local economic authorities
including the Central Bank, Finance Ministry, SFC, AMV, Stock Exchange and financial system as a whole coordinated their actions to prevent systemic risks to market liquidity and confidence. It is against this background that
new regulations were issued tightening oversight of trust companies, collective investment funds, and credit rating
agencies. The SFC has also issued as updated comply-or-explain national corporate governance code, the Código
País, with much more detailed recommendations for good market practices.
Sources : SFC, press reports, Andres Bernal
9
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See

“Interbolsa:
la
debacle
anunciada”.
in
El
Espectador
(November
2013):
http://www.elespectador.com/noticias/investigacion/interbolsa-debacle-anunciada-articulo-386382

See
“Las
cifras
de
Interbolsa”
El
Espectador
(November
(http://www.elespectador.com/noticias/economia/cifras-de-interbolsa-articulo-386681
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2013):

75.
To enhance coordination on financial stability between relevant authorities, a high level
committee, the Financial System Coordination Committee (FSCC) was formed with participation from the
Minister of Finance, the Governor of the Central Bank (BR), the Superintendent of Finance and the
Director of the Deposit Guarantee Fund (FOGAFIN). The FSCC oversees the integrity and stability of the
financial system, by easing and promoting information sharing between members. It is also intended to
facilitate coordinated actions, when required. It does not have enforcement power by itself.
76.
The FSCC must meet on a quarterly basis; however, it may meet extraordinarily at any time, at
any of its members’ request with the mandate of strengthening financial stability. It serves as a vehicle for
coordinated decision making and has a medium term agenda that includes the development of an early
warning system for systemic issues, issue resolution decisions and an interagency information sharing
protocol.
77.
Macro-prudential responsibility is not clearly mandated in Colombia, which can be a source of
confusion and uncertainty. The responsibility and accountability of macroprudential regulation may need
to be further clarified to ensure that coordination is carried out in a timely and appropriate manner, and
enable intervention power by relevant authorities with macroprudential responsibilities.
78.
The FSCC is currently discussing the methodology of determining locally systemically important
financial institutions. BR presented a proposed methodology to the FSCC based on the BIS methodology
for G-SIFIS in July 2014, which will be further discussed and decided upon. As any additional capital
requirements will require a change in the decree, BR is planning to publish the methodology after the
decree change. A higher risk charge will likely be applied according to the risk exposure applicable to any
systemically important financial institution.
79.
Financial conglomerates can be formed by either having a bank holding company or a nonfinancial holding company. Supervision of financial conglomerates can be carried out for individual
regulated financial institutions in the group and for a bank holding company. But there are some limitations
to the supervision of non-financial holding companies. Improvements in the legal framework have
empowered SFC to conduct on-site exams and obtain necessary information from unsupervised members
of financial conglomerates, to order the consolidation of financial statements of companies of these
conglomerates, to exchange information with foreign supervisors and to authorise investments in the
capital of foreign entities. However, the SFC does not have any enforcement or intervention powers
towards non-financial holding companies and would benefit from broader legal authority, especially to
oversee currently unregulated non-financial holding companies and to force changes in a group’s structure
if necessary for prudential purposes. While capitalisation of individual financial institutions can be
requested by SFC, the SFC has no power to verify whether capital has been recycled within a financial
conglomerate. SFC does have power over the non-financial holding company in so far as they issue
securities. However, this is a limited power that cannot be used for issues of financial conglomerates.
80.

Three of the 12 financial conglomerates are held by families or family groups in Colombia.
Box 4. Main recommendations from FSAP (2013) and subsequent action by Colombia

Strengthening independence. The SFC has considerable de facto independence to undertake operations
required by its mandates, and the supervisor carries out his functions with no political interference. Reforms to improve
independence were adopted by means of Decree 1817 of 2015, which amended Decree 1083 of 2015 that regulates
the public service, and included provisions regarding the minimum term of appointment of the Superintendent
coinciding with the Presidential term and a requirement for the President to justify the dismissal of the Superintendent
before the end said term.
Strengthening legal protections. The SFC and its staff lack legal immunity for acts carried out in good faith
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performance of their official duties. While some procedures help shield staff, there is still a potential chilling effect on
appropriate action. The legal framework could clarify that liability for failure to perform the regulatory mandate in good
faith should be defined as equivalent to acting in bad faith; and that the judicial authorities might limit those
circumstances in which private parties would have standing to sue. However, Pursuant to article 49 of Law 1769 of
2015, the SFC is able to purchase an insurance policy that covers the liability and defence expenses for any
disciplinary, criminal or fiscal proceeding brought against any staff member in relation with the discharge of their duties,
provided wilful misconduct is absent.
Adopt a law extending its full regulatory and supervisory powers to holding companies of financial institutions.
The SFC has no regulatory powers over financial holding companies, which can complicate its capacity for effective
oversight. Such a law should provide a clear definition of financial group and give the SFC the powers to resolve a
financial conglomerate as a whole. Now the SFC can resolve supervised members of conglomerate only on an
individual basis. The Minister of Finance has announced that a bill regarding the supervision of financial conglomerates
will be filed in the coming congressional sessions term.
Adopt IFRS. IFRS implementation began in 2015 for all insurers.
Strengthen standards for external audits. More rigorous standards for independence were put in place with the
adoption of regulation in line with the International Ethics Standards Board for Accountants, compiled in Decree 2420
st
of 2015 and which become mandatory since January 1 , 2016.

2.3 Solvency regime
81.
Capital adequacy: Life and non-life insurers must have, quantitatively and permanently,
technical capital (qualifying own funds) that is at least equal to adequate capital (solvency requirement), as
defined by Decree 2954 of 2010. The URF is currently formulating a review of the solvency regime for
insurers.
82.
Adequate Capital: To determinate the solvency requirement, the aggregation of three risk
factors and their correlation, is considered: underwriting risk, credit risk (risk-weighted assets) and market
risk (the latter exclusively for non-life insurers). As per Decree 2973 of 2013, for life insurers, an Asset
Sufficiency Test is required to address the mismatch of assets and liabilities, but not market risks.
1.Underwriting risk: determined by the greater of subscribed premiums and incurred claims by
lines of business, and updated annually by the consumer price index.
2.Credit risk (risk-weighted assets): Insurance companies must classify weighted assets by risk
level. There are defined asset categories accorded a level of risk (liquidity - counterpart). For
greater liquidity or minor counterparty risk, there would be minor weighting changes. Three
levels of weighting are used: 1.5%, 4.5% and 8.5%.
3.Market Risk: Non-life insurers must determine the value at risk (VaR) of the investments
which support the technical reserves, estimating the loss that could exist within a given
period of time with a certain level of probability (or confidence level) due to an adverse
change in assets price.
• The SFC determines the time horizon and confidence level to be used in the standard
model for calculating VaR. The model must use a change in prices for a minimum
period of 20 days of trading and a confidence level of 99%.
• On April 30 of 2012, External Circular 018 of the SFC established the standard model
for measuring market risks for the non-life insurance companies.
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83.
Technical capital (own qualifying funds): it comprises the sum of the primary (tier 1) and
secondary (tier 2) capital.
1.

Tier 1: capital resources belonging to the shareholders of the entity, including the premium
in capital, legal reserves, retained earnings, net income (at a maximum capitalised rate of the
last year) and dividends declared on shares. The current losses of the year and the
investments that are held in other insurance companies are deducted.

2. Tier 2: capital items subject to distribution by the shareholders or accumulated unrealised
gains. Among these concepts are statutory and occasional reserves, gains from tradable
securities or others valuations, impairment, accumulated unrealised gains and profits not
computed in the Tier 1 capital.
84.
Investment regime: Insurers must meet the technical provision with financial instruments in the
investment regime to support one hundred per cent (100%) of net technical reinsurance reserves.
85.
Minimum Guarantee Fund: the guarantee fund corresponds to forty per cent (40%) of adequate
capital, accredited in technical capital. The supervisor will take supervisory action (take immediate
possession of the property, assets and business) when technical capital of the insurer is below 40% of the
required minimum level of adequate capital.
86.
Minimum Capital Requirement: insurers must continually demonstrate a minimum operating
capital for the development of their operations. This capital is composed of two amounts: A fixed amount
provided at the time of establishment, and an amount of required capital for each line of business to be
operated. The minimum operating capital required is updated annually in line with the consumer price
index. This capital must consist of the subscribed shares, including paid-in shares, retained earnings or
accumulated losses, and equity reserves established by the company.
87.
The SFC issued the External Circular 018 of 2012 which creates the Annex 3 of Chapter XXI of
the CBCF containing the methodology of VaR. Insurance companies may also ask the SFC for permission
to use their own model to estimate the VaR, which will be subject to certain requirements that will be
established for this. Currently, no insurer uses internal models.
2.4 Accounting
88.
The Government issued Decree 2784 of 2012 requiring financial institutions to prepare financial
information in IFRS according to the following timeline.
i)
ii)
iii)

iv)
v)

Mandatory Preparation period: preparation by IFRS from January 1st 2013 to December 31th
2013.
Transition date: transition of regulatory consideration from January 1st 2014.
Opening Financial Statement: financial statement will account assets, liabilities and equity
from January 2014. The opening financial statement will not be made public or have legal
effects at the time. Financial institutions are required to prepare both Colombian GAAP and
IFRS statements during this time.
Application date: implementation of technical regulatory framework applying IFRS from
January 1st 2015.
Date of Report: implementation of the new technical regulatory framework will be from
December 31, 2015.

89.
Investments are valued at fair value, to which a security could be negotiated on a determined
date, according to its particular characteristics and under the conditions prevailing in the market on that
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date. The pricing of liabilities (technical provisions) corresponds to the technical criteria and is based on
the risks that insurance companies assume. Regulation states the procedures for determining the reserve of
the ongoing risks, outstanding claims and insurance incidents’ deviation, being the mathematical reserve
which fits best to the current international standards.
2.5 Investment regime
90.
The investment regime of insurers is issued in Decree 2555 (modified by Article 1 of Decree
2953 of 2010) which states: the investment decisions made by insurance and capitalisation companies to
support the technical reserves that are necessary, net from the risk-transfer asset to the reinsurer, must have
the required security, profitability and liquidity, under the conditions and subject to the limitations set forth
in this Title 3 of Book 31 of Part 2 of this decree.
91.
Technical reserves, as a whole, must be permanently invested in assets listed in Annex I, and
those which don’t meet the requirements will not be accounted as part of the technical reserves. The
investment regulations also include limits according to each one of the investments of the insurer’s
portfolio; these limits must be met at all times.
92.
Insurers are allowed to have a free investment portfolio (portafolio de libre inversion), for
investment assets that exceed the technical reserves requirements, and therefore are not subject to the
technical reserves investment regulation. This means that the free investment portfolio can be invested in
any asset class. The assets representing the equity are part of the free investment portfolio.
93.
There are limitations to investing in securities issued by related parties. For investments in
private equity funds, the insurer must know the underlying assets and the selection criteria of the fund’s
portfolio in order to avoid investments in bonds, shares or securities issued by branches, subsidiaries or the
head office of the insurance company.
94.
Technical reserves corresponding to foreign currency denominated insurance policies should be
supported by external public debt (debt in foreign currency issued by Colombia and placed in the
international capital markets), foreign currency securities issued by the Central Bank or in bonds or
securities issued in cash and internationally qualified as "triple A ". The technical reserves of insurance
policies issued in foreign currency may be invested in securities denominated in foreign currency including
securities or units of participation of foreign issuers and those issued by domestic issuers but denominated
in foreign currency.
95.
Article 2.31.3.1.7 of Decree 2555 of 2010 establishes special instructions for the investment of
assets backing the reserves for earthquake risk lines. Earthquake risk insurers must have investments that
support catastrophic reserves and unearned premium on securities issued in foreign currency. Specifically
the article states that one hundred per cent (100%) of the respective technical reserves of earthquake
insurance should be invested in instruments issued or guaranteed by foreign entities, according to article
2.31.3.1.2 mentioned above.
2.6 Fit and proper standard
96.
According to the SFC Circular on Risk Management, "Entities should preserve the effectiveness
and efficiency of its management and operational capacity, and to safeguard the resources it manages, for
which they must have a risk management system that minimizes the costs and damages caused by them,
based on the analysis of the strategic context, for determining the methods for treating and monitoring
risks, in order to prevent or avoid the materialization of events that may affect the normal development of
the processes and the accomplishment of business goals, or, if this not reasonably possible, to mitigate their
impact "
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97.
The prudent person principle applies in Colombia insofar as all investment decisions made by
insurance companies as the insurers must: (i) apply the standard of diligence and care applicable to its
managers, (ii) guarantee the security, profitability and liquidity of the portfolio supporting the technical
reserves, and (ii) comply with the quantitative and qualitative requirements set forth in Decree 2593 of
2010 (which was incorporated into Decree 2555 of 2010 from article 2.31.3.1.1 to article 2.31.1.1.21).
Prudent person principle establishes that an investment manager must give appropriate consideration to the
fact and circumstances of investments, in light of the role it plays within the entire portfolio. Each
investment should be designed to ensure to that the policies on liquidity, rate of return and cash flow are
taken into consideration.
98.
Managers of insurance companies must act in good faith, with loyalty, diligence of a “good
business man” (duty of care), and placing the interests of the company before those of its shareholders. 11
Managers are liable for the damages caused by their wilful misconduct or gross negligence to the insurance
company, its shareholders or any third party, including policyholders and beneficiaries. 12 Moreover,
managers are subject to a duty to refrain from entering directly or indirectly into transactions with conflict
of interest, except when prior express approval has been granted by the shareholder’s meeting.
99.
Regarding the monitoring of investment managers, insurance companies must sign trust
management contracts with legally constituted trusts for the implementation of operations related to their
investment portfolio. The contract on the management of investment trust must have, clearly within its
terms the responsibility of the insurance company, policies on market risk management, as well as those
aimed at monitoring, analysing and evaluating management of the trust company.
100.
The contract should specify that the operational procedures for the treasury operation of the
"middle office" must remain at all times in the insurance company and is not permissible to contract these
activities with third parties. It should be noted that the failure to sign such contracts with trusts, under no
circumstances relieve the insurer of strict compliance with its legal or regulatory obligations.
2.7 Corporate governance 13
101.
All incorporated entities supervised by the SFC are legally required to have their annual financial
statements audited by an external auditor, who is appointed by the majority of shareholders at their annual
general meeting.
102.
Insurance companies, as all entities subject to the supervision of the SFC, are required to have a
board of directors, comprised by a minimum of five members, with proxies appointed to each. The proxy is
not needed if the insurance company or financial institution is a securities issuer (see Law 964 of 2005).
For list companies, at least ¼ of the board members must be independent. Under EOSF, the boards of
directors of all entities under the supervision of the SFC (including insurers), both listed and non-listed, are
not permitted to appoint more than a simple majority of executives as board members. In addition, family
members related to the insurer are also not permitted to be more than the simple majority of the board.
Thus, as a result of these regulations, by default, at least one member of the board is required to be an
independent member.
103.
There are additional duties of the board for insurance companies in the technical regulation
issued by the SFC, such as: approving the policies and procedures for risk management (credit, market,
11

Article 23 of Law 222 of 1995, which sets forth the duties of managers.

12

Article 24 of Law 222 of 1995, which modified article 200 of the Commercial Code.

13

See section IV for Colombia’s position on the OECD Recommendation on Insurers Governance.
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AML, operational risks management systems regulation 14), approving the reinsurance program, and
establishing the insurance risks management system. Additionally, the board of directors has obligations
regarding the internal control system. 15
104.
The creation of an Audit Committee, comprised of three board members and including all
independent members, is mandatory by regulation. 16 The Audit Committee assesses the internal control
system, and acts as an advisory body to the board.
105.
Additional board committees for nomination and compensation, and corporate governance and
risks committees are considered good standards in accordance with the Corporate Governance Conceptual
Document published by the SFC as guidance to financial institutions. 17
106.
At the senior management level, all employees that hold legal representation (ability to sign
documents on behalf of the company), as well as board members, are subject to duties and obligations
applicable to “managers”. This category includes the President, Vice Presidents, and in some instances
managers (gerentes).
107.
The risk control function is normally entrusted to a group controlled by the President of the
company, and depending on the size of complexity of the company, the head of the area may be
categorised as a Vice President (equivalent to a Chief Risk Officer).
108.
Actuarial work, given the restricted number of actuaries in Colombia (approximately 130), is
usually outsourced, although more complex insurance companies have an actuarial team on staff.
109.
All insurance companies are required to have an internal auditor which shall perform its functions
in line with international standards. According to Colombian regulation, the internal auditor evaluates the
performance of risk management and control environment of the company. The internal auditor must
periodically report to the Audit Committee.
110.
In 2007, FASECOLDA issued a Code of Corporate Governance, with the purpose of providing a
framework to insurers in order to improve the levels of safety, strength and protection of the interests of
stakeholders and responsible management of insurers. According to the Social Responsibility Report of
FASECOLDA, in 2012, 92% of the Colombian insurance companies have voluntarily adopted a Code of
Corporate Governance.
2.8 Early intervention and winding-up/insolvency
111.
SFC has the following tools for early intervention of insurance companies in order to prevent
insolvency or administrative takeover:
− Special surveillance (art. 113 EOSF): SFC can implement additional surveillance measures on a
given company in order to prevent a company having to be taken over. This measure allows SFC

14

Financial and Accounting Basic Circular (External Circular 100 of 1995, as amended to this date), Chapters II, XXI
and XXIII, and Basic Legal Circular (External Circular 029 de 2014, Part 1, Title IV, Chapter IV).
15

Basic Legal Circular, First Part, Chapter IV, Title IV, number 6.1.1.

16

Basic Legal Circular, First Part, Chapter IV, Title IV, number 6.1.2..

17

SFC, Corporate Governance Conceptual Document (2010)
https://www.superfinanciera.gov.co/SFCant/GobiernoCorporativo/doccongb200810pub.pdf.
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to impose special requirements for a company that would allow it to restore or continue its
normal operation.
Recapitalisation (art. 113 EOSF): SFC can order an insurance company to inject more capital in
its operation in order to prevent insolvency or takeover measures.
Fiduciary administration (art. 113 EOSF): SFC can entrust the administration of an insurance
company to another supervised institution, such as a trust company.
Assignment of assets, liabilities and contracts or sale of the commercial establishment (art. 113
EOSF): SFC can promote the transfer of insurance companies’ assets, liabilities or contracts to
another insurance company, or the sale of its commercial establishment, in order to prevent the
company from entering insolvency.
Mandatory merger or spin-off: (art. 113 EOSF): SFC has the power to order insurance company
to merge with another (consenting) insurance company. The SFC summons the shareholders of
both the intervened and the prospective merging company to approve the transaction. The failure
of this proceeding constitutes a ground for placement of the intervened company under
administrative takeover.
Recovery program (art. 113 EOSF): When an insurance company presents detriment in its
operational and/or financial situation, as measured by certain key indicators, the SFC has the
power to order the implementation of an action plan through which the company will recover its
normal operational or financial conditions.
Exclusion of assets and liabilities (art. 113 EOSF): In order to prevent insolvency or takeover
measures, SFC has the power to order the exclusion of determined assets and liabilities from a
bank’s equity.
Progressive dismantlement program: an insurance company that wishes to wind-up its business
may request the SFC to approve an orderly “run-off” proceeding, allowing the entity exemption
from legal requirements that it may not be able to meet during the process.
Administrative takeover of assets, liabilities and agreements (art. 114 EOSF): Before ordering a
liquidation of a financial institution, the SFC must “take over” the company, replacing the
management with a Special Agent (civil servant) appointed by FOGAFIN (deposit insurer),
measure, in order to determine if it is possible to rehabilitate the company, putting it in normal
operational or financial conditions, or if liquidation is necessary.

112.
The Financial System Law (EOSF) determines the events in which an administrative takeover is
possible and, in some instances, required. The grounds for intervention are recurrent breaches of law and
regulations, repeated unsound practices, failing to comply with the SFC’s orders, a moratorium or
delay/suspension of payments of obligations, failing to comply with minimum capital requirements,
increase of losses that significantly affect the equity (patrimony) lowering it before 50%, solvency
requirement and the guarantee fund. If the insurance company fails to comply with the guarantee fund, the
SFC must issue an administrative takeover measure. While the EOSF sets out that early intervention will
be made when the financial institution reaches certain key indicators, the key indicators have only been
determined for banks in terms of solvency and liquidity ratios, but not for any other financial institution.
113.
Insolvency regulation of insurance companies is included in EOSF (arts. 114 to 117), as well as
in Decree 2555 of 2010 (arts. 9.1.3.1.1 et. sec.). Once SFC has determined that a company must be
liquidated, an administrative decision (Resolución) must be issued ordering the liquidation. Once the
decision is issued, SFC takes control of the assets, businesses and liabilities of the company while
FOGAFIN (Colombian deposit insurer), the governmental authority in charge of overseeing the liquidation
of entities subject to the supervision of the SFC, appoints an officer (civil servant) to act as liquidator of
the intervened company. Once the liquidator is appointed, SFC tenders the company to him/her and the
winding-up proceeding (liquidation) takes place.
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114.
Policyholders are protected with first priority of payment of the unearned portion of the premium,
which is then returned to them. The liquidation order entails the immediate and automatic termination of
all outstanding insurance policies, except for (a) general insurance, which may be extended for 2 months,
(b) surety bonds, which may be extended for up to 6 months, and (c) social security related products which
must be assigned to another insurance company. In cases (a) and (b) the policies will not be terminated if
an assignment is made before the termination date.
115.
Also, all claims that occur after the liquidation is ordered and before the policies are terminated
will be paid in the insolvency proceeding, even if it was not included in the initial inventory of liabilities,
provided that the claim is filed within one month following the occurrence of the event.
116.
In the last ten years, only one insurance company, Cóndor S.A. Compañía de Seguros Generales
(hereinafter “Cóndor”) has been subject to mandatory liquidation. 18 With the passing of the owner, who
also acted as President of the company, corporate governance irregularities surfaced and problems in
succession materialised preventing the transfer of control of the company to new owners. The SFC placed
Cóndor under special surveillance in 30 April 2012, in order to pursue the rehabilitation of the company,
after the SFC established that the company had filed inaccurate financial information, was delaying the
registration of claims, and had exceeded the maximum concentration limits.
117.
Efforts were made to sell the portfolio of Cóndor, given that its portfolio was mainly in surety
insurance for large infrastructure projects with high risk, and its failure could lead to problems in the
continuation of these projects. During the pre-intervention stage, a foreign reinsurance group made an offer
to purchase Cóndor, which did not materialise in the sale of the company. As the company became
insolvent, SFC intervened and decided to place it under administrative takeover (toma de posesión),
removing it from the care of the administration and tendering the company to a Special Agent appointed by
FOGAFIN (Colombian deposit insurer) for management and rehabilitation if possible. The liquidator
appointed by FOGAFIN managed to assign 99% of the general insurance policies (mainly casualty) and
98.5% of the surety bonds. The lesson learned in this instance was to adequately prepare with the
resolution authority, in a joint effort, for any possible scenarios.
118.
It is possible that the power to force the sale of the shares of Cóndor given the public interest
could have helped to prevent the liquidation of Cóndor, provided that the buyer could capitalise the
company to strengthen its financial condition.
2.9 Insurance associations
119.
FASECOLDA: The official trade association of insurance companies, reinsurance and
capitalisation companies in Colombia. It actively participates in the development of new regulation that
may have an impact on the insurance industry, provides technical, legal and economic advice to its
members, and promotes financial education programs designed towards insurance products.
120.
ACOAS (Colombian Association of Insurance Brokers) was created to represent the interests of
insurance brokers, as well as to help unifying criteria on insurance brokerage activities. It also participates
in the development of regulation related to insurance broker activity and presents initiatives of interest for
the insurance industry and insurance brokerage.

18

Cóndor was a non-life company focused in the surety and liability markets, particularly to insure public contracting
and procurement, and owned by a single owner. Cóndor had been receiving warnings from SFC for
providing misleading financial information to the SFC when the owner of Cóndor passed away in 2011.
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2.10 Appeal processes, judicial review and dispute settlement procedures
121.
SFC’s decisions are administrative acts that are subject to appeal or recourse, as well as judicial
review by administrative courts. Article 335 of the EOSF provides that SFC’s decisions on particular
matters are subject to recourse, unless otherwise stated by law. Sanctions imposed are subject to appeal
before the Superintendent.
122.
Every decision (numeral 1, article 149 of the Administrative Code) of SFC can be subject to a
filing to nullify the action, and the Counsel of State must review the decision and confirms its validity, or
nullify it. The filing of administrative recourses or judicial actions does not suspend the execution or
validity of the decision during the time of recourse or judicial action takes place.
123.
Pursuant to Law 1328 of 2009 (letter g), article 2 and letter e), article 5), financial consumers
have four options to file complaints against insurance companies and insurance brokers supervised by SFC.
Under the Constitution, consumers are given the right to directly demand rectification of a detriment and
hence the following four options are offered as result of a decision by the Constitutional Court:
− File the complaint before the financial institution directly: Pursuant to article 8 of Law 1328 of
2009, supervised entities such as insurance companies and brokers must have implemented a
Financial Consumer Attention System (SAC for its acronym in Spanish). These proceedings must
guarantee a prompt resolution of the complaint.
− File the complaint before the Financial Consumer Ombudsman: Chapter VI of Law 1328 of 2009
provides that supervised entities such as insurance companies and insurance brokers are obligated
to appoint a Financial Consumer Ombudsman (hereinafter “FCO”), which is a person specifically
in charge of the protection of their clients’ rights. FCO’s main function is to resolve, in an
autonomous and objective manner, the complaints filed before him. There are strict fit and proper
and prevention of conflict of interest requirements of FCOs, and they can act for a number of
financial institutions. Their decisions are only voluntarily complied by financial institutions.
−

File the complaint before SFC: The handling process for complaints filed before SFC is set forth
in Basic Legal Circular (External Circular 029 of 2014). The process is: (i) the consumer files the
complaint before the SFC; (ii) once the complaint is received, SFC must decide if the motives of
the complaint correspond to matters of its competence; (iii) if SFC considers that additional
information is necessary for admitting the complaint, it will require the consumer to submit
necessary information; (iv) once the complaint is admitted, SFC will remit it to the supervised
institution, requiring it to submit the necessary information, and file the arguments in which it
sustain its position; (v) the supervised entity must provide a complete and clear answer to SFC’s
requirement in eight working days from reception of the request; (vi) FCO can require additional
information if he deems it necessary; (vii) SFC’s decision on the complaint can lead to the
opening of sanction proceedings against the supervised entity; (viii) if SFC decides to terminate
the complaint proceedings for not finding it appropriate, the consumer can initiate legal actions
against the supervised institution before the courts.

−

Financial consumers have special consideration under Law 1480 issued by the government in
2011, which gives judicial power to the SFC with respect to financial consumer protection under
Article 116 of the Colombian Constitution. As a result, SFC established, in 2012, an independent
judicial office with responsibilities for enforcing financial consumer rights, with direct
accountability to the Superintendent.
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124.
FCOs must report quarterly to SFC on the statistics of complaints. Based on this data and the data
collected by SFC of complaints, reports are issued on a quarterly, semi-annual and annual basis. Statistical
information on complaints is used by SFC to implement supervisory measures.
2.11 Market conduct rules
125.
Law 1328 of 2009 establishes the financial consumer protection regime applicable in Colombia,
stating the set of rights and obligations of consumers, obligations to supervised institutions, and special
obligations of SFC. Pursuant to article 8 of Law 1328 of 2009, supervised entities, such as insurance
companies and brokers, must implement a Financial Consumer Attention System (SAC) to guarantee
financial consumers’ rights.
126.
SFC has a Financial Consumer Protection Office dedicated to promoting initiatives for the
protection of consumer rights. Through this office, SFC undertakes programs for increasing financial
awareness among the population, as well as a complaints handling process by the SFC.
127.
Law 1328 of 2009 prohibits the use of unfair or abusive practices. External Circulars 038 and 039
of 2011 issued by SFC provide minimum conditions to be observed by all supervised financial institutions
when providing information to consumers to avoid abusive clauses and unfair practices.
128.
Decree 034 of 2015, and External Circulars 049 and 050 of 2015, set forth regulation for mass
commercialisation of insurance through network use agreements and correspondents, while External
Circular 050 also addresses suitability standards and information duties regarding insurance intermediaries.
2.12 Actuarial standards
129.
In Colombia, “actuary” is not considered a profession and there is no certification process.
However, there are universities and educational institutions that offer an actuarial sciences program as
undergraduate major or graduate study. The Constitution requires that any professional career must be
legally recognised by the Government.
130.
External Circular 023 of 2010 issued by SFC requires that all technical notes remitted for
approval must be signed by an actuary. Furthermore, paragraph of article 2.31.4.1.2 of Decree 2555,
modified by Decree 2973 of 2013, related to technical reserves, established that insurance companies must
submit monthly financial statements to SFC, accompanied by a technical support document in which the
actuary of the company certifies the adequacy of the disclosed reserves, in accordance with the instructions
given by SFC.
131.
The new technical reserves regulation (Decree 2973 of 2013) requires the company actuary to
evaluate and issue a report on the adequacy of the insurers’ technical reserves. External Circular 022 of
2015 requires insurers to appoint said company actuary, who can either be an employee of the company or
an external actuary, provided that certain suitability requirements and reporting/appearing obligations can
be met by the appointee. It is recommended that appointed actuaries belong to an actuaries’ association
recognised by the International Actuarial Association. Current existing actuaries’ organisations or
associations in Colombia are private and therefore, their decisions are applicable only to their members.
Those who are interested in joining one of these associations must meet the requirements that each set to
its regulations for admission.
132.
Actuaries are required to comply with External Circular 022 of 2015 in the exercise of their
duties, and the new risk-based supervision methodology requires SFC to conduct an evaluation of the
appropriateness of the actuarial function in insurance companies.
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III. Market liberalisation in insurance and private pensions.
3.1 Establishment and operation of branches or agencies of foreign insurers
133.
Foreign investors can participate in the capital of a financial institution supervised by the SFC,
including an insurance company, without limitation as to the percentage of shares. Foreign insurers can
gain establishment in Colombia by:
−

Incorporating a local subsidiary with foreign capital following the procedure set forth in Article 53 of
the EOSF and the instructions contained in Chapter One of the First Title of the First Part of the Basic
Legal Circular (Circular Básica Jurídica19, hereinafter CBJ); or

−

Establishing a foreign branch under the terms of Articles 65, 66 and 68 of Law 1328 of 2009.

134.
In both cases, subsidiaries and branches of foreign insurers must comply with the same legal
requirements applicable to the initial authorisation of local insurers, in accordance to the provisions of
Article 53 of EOSF, as modified by article 66 of Law 1328 of 2009. The approval process for the
incorporation of a new insurance company or for the establishment of a new branch, is comprised of two
stages: (i) the authorisation for incorporation or establishment (autorización de constitución), and (ii) the
licensing or authorisation to begin insurance operations (certificado de autorización). Branches of foreign
insurers can provide any live of insurance subject to prior approval.
Table 28. Timeframe for approval of a foreign subsidiary or branch
Subsidiary
The review process of the authorization for incorporation has a
maximum term of 4 months from the filing of the application
in accordance with Article 53 of EOSF, provided however that
the filing must contain all required documents and the term will
be suspended every time an additional request for information
or clarification is made.
The SFC has a five-day period to issue the license (certificado
de autorización), once the company has provided evidence of
compliance with the applicable legal requirements.

Branch
The review process of the authorization for the establishment
has a maximum term of 4 months from the filing of the
application in accordance with Article 53 of EOSF, provided
however that the filing must contain all required documents and
the term will be suspended every time an additional request for
information or clarification is made.
The SFC has a five-day period to issue the license (certificado
de autorización), once the branch has provided evidence of
compliance with the applicable legal requirements.

135.
Up to this date, there has not been an authorisation request for establishment of a branch of a
foreign insurer. The SFC conducts an examination of a prospective general manager of the foreign
insurer’s branch and a prospective legal representative of a domestically incorporated insurer in order to
ascertain his/her suitability, character, trustworthiness and financial condition (subjective review) and to
determine if the individual incurs in any incompatibility or disability as set forth by in Articles 53 and 75 to
78 EOSF (objective review). Taking into account that any legal representative of a supervised entity or
branch requires prior approval of the SFC, the general manager or legal representative cannot engage in
business without this authorisation.
136.
Institutions are not required to post financial guarantees other than meeting the minimum capital
requirement (MCR) which is the same for as local insurers. In the case of a branch, the Law 1328 of 2009
requires that the assets representing the capital must be located in Colombia.
137.
Colombia has national treatment of foreign insurers. Therefore, the legislation is designed to
require local insurers, local subsidiaries of foreign insurers and branches of foreign insurers the same
market and regulatory conditions as local insurers.

19

External Circular 029 of 2014.
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138.
Branching in Colombia is allowed, but such branches of insurance intermediaries may only
provide intermediation services for insurance contracts related to i) goods in international trade under item
D/2 of the Code of Liberalisation of Current Invisible Operations (CLCIO) and ii) to reinsurance and
retrocession services. This restriction is reflected in a proposed reservation under item I/A of the Code of
Liberalisation of Capital Movements (CLCM) and under item D/7 of the CLCIO.
139.
Restrictions apply on the opening of representative offices in Colombia by foreign insurance
companies. According to Colombian authorities, the reason for the restriction has been initially one of
financial consumer protection as solicitation is not permitted. The Colombian authorities have indicated
that, in light of the role that representative offices of insurance companies could play in actively promoting
insurance products, they are not ready to authorise their establishment. The Colombian authorities consider
that the regulations in force, while providing residents with enough freedom to purchase most insurance
products abroad, also ensure that resident consumers are not under the false impression that foreign
providers are subject to the SFC’s surveillance and are therefore under the obligation to comply with
Colombian prudential and conduct standards. The Colombian authorities may consider less restrictive
alternatives by examining the experience of Codes’ adherents which have been able to reconcile the need
for protection of policyholders and enforcement of prudential rules with a liberal treatment regarding
representative offices. There is also the possibility that what Colombia calls representative office may, in
fact, be an agency in the terminology of the Codes.
140.
As per Decree 2031 issued by the Government in October 2015, foreign reinsurers registered at
REACOEX may establish a representative office in Colombia immediately after filing a notice of intention
to open the office, and do not require the SFC’s prior authorisation.
3.2 Establishment and operation of branches or agencies of private pensions
141.
Establishment rules for private pension funds in Colombia require funds to be incorporated in the
country and to remain subject to SFC’s supervision. Foreigners may participate in the Colombian pension
system as foreign investors by incorporating a subsidiary. Mandatory pension funds may only be
administered by either pension fund managers (sociedades administradoras de fondos de pensiones) or
pension and severance fund managers (sociedades administradoras de fondos de pensiones y cesantías).
Voluntary pension funds may also be managed by trust companies and insurance companies duly
incorporated in Colombia. This restriction is reflected in a proposed reservation under item I/A of the
CLCM and under item D/8 of the CLCIO.
142.
The establishment of private pension funds through branches is not permitted in Colombia. This
restriction is reflected in proposed reservations under item I/A of the CLCM and item D/8 of the CLCIO.
3.3 Treatment of Cross-Border Transactions
143.
Paragraph 1 of article 39 of EOSF provides that foreign non-resident insurers can offer insurance
associated with marine transportation, international commercial aviation and space launch and
transportation, covering risks related to the transported goods, the vehicle of transportation, and the
liability that could arise from them, as well as insurance to cover goods on international transit. To offer
these products in Colombia, the foreign insurer must register in RAIMAT, which is a registration system of
foreign insurers administered by SFC. Ship-Owners Mutual Protection & Indemnity Association, Lloyd's
of London, Amin Europe N.V. and Club Mutual Insurance Limited are the foreign insurers registered in
RAIMAT.
144.
Paragraph 2 of article 39 of EOSF provides that any person or legal entity may acquire abroad
any type of insurance except for: (i) insurance related to the social security system; (ii) mandatory
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insurance; (iii) insurance in which, prior to the execution of the agreement, the policyholder must prove the
acquisition of a mandatory insurance; and (iv) insurance in which the policyholder or the assured is a
public entity or organization.
145.
As a general rule, article 869 of the Commerce Code provides that any contract entered into
outside the country with risks in Colombia is subject to Colombian law and regulation. This rule does not
apply in the event that an international arbitration clause is agreed upon, in which case, a different
applicable law is agreed upon. As for contracts executed in the country with risks abroad, it is possible to
agree on an applicable law different from Colombia.
146.
Pursuant to the EOSF, local insurers may acquire its reinsurance with: i) foreign reinsurance
companies registered in the Registrar of Foreign Reinsurers and Reinsurance Brokers (Registro de
Reaseguradores y Corredores de Reaseguros del Exterior – REACOEX), a registration system
administered by the SFC, ii) local insurance companies authorised by the SFC to act as reinsurers, or iii)
foreign reinsurers with representative offices in Colombia.
147.
To register in REACOEX, foreign reinsurers must fulfil the following requirements: have an
international rating from a qualified international rating agency; and provide certification from the
supervisor of its domicile that attest to the fact that the company is authorised to execute reinsurance and
complies with local regulation, financial statements that demonstrate that the company has sufficient
capital and solvency to enter into reinsurance agreements, and other information regarding the company’s
directors and officers.
148.
Foreign investors must be registered at the central bank. Once registered, foreign investors have
the right to transfer monies under the Colombian exchange regime, such as free transfer abroad of net
profits and proceeds of the liquidation of investment, whether a direct or portfolio investment (Law 9 of
1991). According to statutory provisions, these rights may not be modified in a manner that adversely
affects the foreign investor. Notwithstanding the above, legislation provides that the conditions for
repatriation and remittance of profits in connection with foreign investment and the rights conferred by the
proper registration of such foreign investment may be amended in a way that may affect the foreign
investor when the country’s international reserves are equivalent to or less than three months of imports.
These measures can only be maintained for a limited period of time and should be withdrawn as soon as
international reserves recover (Article 11 of Decree 2080).
149.
Non-resident providers of insurance products and services are not permitted to actively promote
or offer insurance products or services to Colombian residents, with the exception of insurance relating to
goods in international trade and for re-insurance and retrocession services, prior registration of the foreign
insurer in the RAIMAT, and agricultural insurance, prior registration in the RAISAX.
150.
Regarding item D/2, cross-border supply and promotion in Colombia and to Colombian residents
of insurance relating to goods in international trade is permitted, with respect to insurance of: i) risks
relating to maritime shipping, commercial aviation and space launching and freight (including satellites),
with such insurance to cover any or all of the following: the goods being transported, the vehicle
transporting the goods, and any liability arising therefrom; and ii) goods in international transit subject to
the company registering in RAIMAT. A proposed reservation covers the activity of promotion, for
insurance of international road and railway transport, under item D/2 of the CLCIO.
3.4 FTAs
151.
Colombia’s FTAs cover a large range of trade and investment-related issues, establishing
protection for investment, expanding market access for services and providing improved transparency and
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dispute settlement mechanisms. A significant portion of these agreements also includes chapters on
financial, insurance and private pension services.
Table 29. Colombia’s membership in FTAs
Country

Current Status

Entry into force

Type/Status

Mexico*

In force

Jan-95 Free Trade and Economic Integration Agreement

United States*

In force

May-12

Canada*

In force

Aug-11 FTA

EFTA* (Switzerland, Norway,
Iceland and Liechtenstein)

Signed/In force

European Union*

In force**

Panama*

Signed

-

FTA

Israel*

Signed

-

FTA

Costa Rica*

Signed

-

FTA

Pacific Alliance Current
Members: Colombia, Peru,
Chile, Mexico*

Signed***

-

Free Trade and Economic Integration Agreement

Japan

Under
negotiation

Switzerland and
Liechtenstein: Nov-09

Free Trade and Economic Integration Agreement

FTA

Aug-13 FTA

FTA (A separate BIT has been signed)

* These trade agreements include an investment chapter. Under the FTAs with EFTA countries and the European Union, investment
protection is granted solely to pre-establishment, leaving open the possibility for the Parties to regulate post-establishment issues by
means of BITs.
** The EU-Colombia FTA is already under temporary implementation. Procedures for final approval are still pending
*** The General Framework for the Alliance was signed on 6June 2012. On 10 February 2014 an Additional Protocol to the General
Framework was signed, including deep commercial and investment integration measures. Procedures for definitive approval are
pending.
Source: Colombia, Ministry of Trade, Industry and Tourism.

152.
As a result of specific commitments acquired in the context of some of those agreements
(especially with United States, Canada and the EFTA countries), the Government presented in 2008 a bill
(a financial reform) intended, among others, to adjust the legal framework to such commitments. The
resulting statute, Law 1328 of 2009, therefore includes provisions facilitating cross-border transactions in
financial services – especially in connection with insurance products – and permitting branching in the
banking and insurance sectors 20.

20

As a result of this reform, which entered into force in 2013, non-residents who want to conduct banking or insurance activities in
Colombia may either incorporate a subsidiary or establish a branch. Both processes require prior authorisation from
the SFC, which is the entity in charge of supervising the financial system and granting banking, financial intermediation
and insurance licenses for residents and non-residents.
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IV. Compliance with OECD Legal Instruments on Insurance
153.
Under the Roadmap, the IPPC has been asked to examine Colombia’s willingness and ability to
implement the following substantive OECD legal instruments within the committee’s competence.
Colombia provided a self-assessment of its implementation of insurance-related instruments in its Initial
Memorandum. Colombia’s positions on insurance-related instruments appear mostly satisfactory, but the
timeframe for implementation of the Recommendation of the Council on Good Practices for Mitigating
and Financing Catastrophic Risks will need to be reviewed.
4.1 Recommendation of the Council on Guidelines on Insurer Governance
154.

Colombia accepts this Recommendation.

155.
Colombian regulation has established clear duties and responsibilities of the board of directors, as
well as requirements regarding board structures, key executives, internal audit and external audit. Some of
the most relevant laws in Colombia include Decree 410 of 1971, Law 222 of 1995 and Law 964 of 2005.
Regarding financial institutions and insurers in particular, it is important to reference Decree 663 of 1993,
Decree 2555 of 2010 and SFC regulation 21.
156.
In addition, FASECOLDA has issued a Code of Corporate Governance, with the purpose of
providing a framework to insurers in order to improve the levels of safety, strength and protection of the
interests of stakeholders and responsible management of insurers. According to the Social Responsibility
Report of FASECOLDA, in 2012, 92% of the Colombian insurance companies have voluntarily adopted a
Code of Corporate Governance.
157.
Concerning the actuarial function, although currently there are no direct provisions establishing a
general requirement for insurers to have an actuary with specific functions, Colombian law and regulations
applicable to insurers mandate that an actuary must intervene in the valuation of technical provisions and
certify the sufficiency of the technical provisions reported by the company to the SFC, as well as
participate in determining the insurer’s rate and pure premium. Furthermore, the SFC, the actuarial
associations, and the insurance industry have worked on a draft bill to regulate the actuarial profession,
particularly to set forth licensing requirements. The bill is due to be filed before Congress for approval.
158.
Regarding whistle-blowing, SFC regulation sets forth the obligation for companies to establish
mechanisms that facilitate the reception of complaints or reports of irregular practices within the
organisation such as telephone lines, designated mail boxes on the webpage, among others. To enhance the
Colombian corporate governance framework by encouraging insurers to adopt a mechanism that permits
employees to confidentially communicate their concerns about illegal or unethical practices to the board or
its representatives, protecting those who use the mechanism in good faith, the Colombian New Country
Code (External Circular 028 of 2014) requires that there are internal tip systems or “whistle blowers”
through which employees can inform, anonymously, any illegal or unethical behaviours, or those that may
contravene the corporation’s risk management and control culture. The Board of Directors receives a report
on these claims.

21

The SFC produces regulation through the issuance of Circulares, which are general communications containing
instructions and general rules for mandatory compliance to the entities under its surveillance, and their
violation is punishable. Circulares are also sometimes used by the SFC to establish its institutional position
on matters under its competence. All Circulares are compiled in the Circular Básica Jurídica (Basic Legal
Circular) and the Circular Básica Contable y Financiera (Basic Accounting and Financial Circular).
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159.
Colombian authorities are currently discussing a draft bill to better define a financial
conglomerate under the law and to attribute powers to the SFC to supervise non-financial holdings and
define large exposures at the group-level, which are parent companies or members of a conglomerate.
4.2. Recommendation of the Council on Assessment of Reinsurance Companies
160.

Colombia accepts this Recommendation.

161.
Foreign reinsurers and foreign reinsurance brokers must register with REACOEX, and therefore
they must comply with certain requirements. Registration in REACOEX is an indication of minimum
parameters of solvency, experience and professionalism of foreign reinsurers and reinsurance brokers.
162.
Insurance companies are mandated to assess reinsurers and evaluate the risks associated with
entering into reinsurance agreements with them. Formal guidelines by the SFC establishing standards for
insurers to evaluate reinsurers and developing the impairment test of reinsurance assets set forth in Decree
2973 of 2013, are being discussed with the industry.
4.3. Recommendation of the Council on Good Practices for Enhanced Risk Awareness and Education
in Insurance Issues
163.

Colombia accepts this Recommendation.

164.
The 2009 Financial Reform mandated the development of financial education programs. In 2010,
a large number of public and private entities of the financial sector released a joint proposal for the
implementation of a national strategy for financial education that assessed the Colombian situation,
promoted the need for action, identified target audiences and set a number of goals in terms of institutional
framework, sources of financing and policy interventions. The National Development Plan 2010-2014
(Law 1450 of 2011) mandated the government and Banco de la República to coordinate the relevant public
authorities and in collaboration with the private sector implement a national strategy of financial education.
Finally, the Central Bank, the Financial Institutions Guarantee Fund and the Ministry of Finance have
joined the International Network on Financial Education (INFE).
165.
The government is drafting a decree that will establish a Commission for Financial Education,
formed by representatives of the sector’s public authorities 22 and private actors, charged with structuring
and implementing a national strategy of financial education. This will be complemented by a document
issued by the National Council for Economic and Social Policy (CONPES), which will draw up the general
guidelines and long-term goals of such strategy.
166.
Both the CONPES’s document and the national strategy designed and implemented by the
commission will be in line with this Recommendation, allowing Colombia to fully comply with them.
4.4. Recommendation of the Council on Good Practices for Mitigating and Financing Catastrophic
Risks
167.
2019.

Colombia accepts this instrument with a specified timeframe of implementation until the end of

168.
Colombia has established an institutional framework, led by the National Disaster Risk
Management Unit (Unidad Nacional para la Gestión del Riesgo de Desastres, UNGRD), and composed of

22

The commission will have representatives from the Ministry of Finance, the Ministry of Education, DNP, SFC,
Banco de la República and a number of other public authorities.
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the ministerial cabinet and regional and local governments. This includes separate coordinating councils in
charge of each of the three objectives of the UNGRD and involving all relevant public entities.
169.
The Colombian government is implementing key aspects of Law 1523 of 2012, taking into
account the best practices outlined in the Good Practices. In 2014, Colombia will design the National Plan
for Disasters Risks Management and a National Strategy for emergency response. These will look to (i)
establish a public National Information System, strengthen the culture of assessment and perception of risk
and advance in the quantification of risks and their effects; (ii) strengthen risk prevention, adaptation and
mitigation efforts within the public, private and community sectors and support local governments in their
risk management strategies; (iii) develop better ex ante preparation for emergencies, as well as relief and
recovery strategies; and (iv) implement a national strategy for financial protection against catastrophic
risks and pursue greater development of the private insurance market.
170.
Bearing in mind time necessary for the design and implementation of the National Plan for
Disasters and Risk Management and the National Strategy System, Colombia estimates a 3 year timeframe
for implementation starting in 2016.
4.5 Recommendation of the Council on the Establishment of a Check-list of Criteria to Define
Terrorism for the Purpose of Compensation
171.

Colombia accepts this Recommendation.

172.
Besides the definition of terrorism as a felony in the Criminal Code, currently there is no specific
regulation regarding its definition for the purpose of its compensation or insurability among private
insurers.
173.
Local insurers provide coverage for terrorism risks through a cover named Malicious Acts from
Third Parties (Actos Malintencionados A Terceros) - AMIT, based on market practices. Notwithstanding
the above, the insurance companies that provide AMIT cover must have and file with the SFC sufficient
information to demonstrate the technical foundation of the cover and the rate pursuant to general insurance
practices.
174.
Besides the above, it is important to mention that there are government programs aimed to
compensate terrorism victims. In the Social Security System, there is a solidarity fund (Fondo de
Solidaridad y Garantías) hereinafter FOSYGA, structured on a technical basis, which has a specific
account devoted to attend victims of terrorist actions. These programs, however, are not administered nor
supervised by SFC.
175.
The SFC will work toward the issuance of new regulation applicable to insurers (state-owned and
private insurance entities), as well as a revision of the decree regulating the compensation offered by
FOSYGA.
4.6 Recommendation of the Council on Good Practices for Insurance Claim Management
176.

Colombia accepts this Recommendation.

177.
Insurance companies are not obliged to have forms for the filing of claims, but Decree 410 of
1971 establishes rules regarding the opportunity and manner in which claims should be presented and
determines evidentiary freedom for the policyholder to demonstrate to the insurer the occurrence and
amount of the loss. Once the insured has proven the occurrence and amount of the loss, the insurance
company has a one-month term to pay the indemnification. On the other hand, when the insurance
company denies payment, it must inform the insured of the reasons and arguments for this decision (i.e. the
loss is not covered by the policy; the amount claimed does not correspond with the insured value, etc.).
51

178.
Regarding the protection of the insurance consumer, Law 1328 of 2009 and SFC regulation
establish which practices are considered abusive and therefore are forbidden. This regulation applies to all
financial consumers including banks, trusts companies, pension fund managers and stock brokers, and is
not being exclusive for the insurance market.
179.
Colombian laws require that insurance contracts be executed and fulfilled by the parties in the
“utmost good faith.” In terms of market practices, the SFC often requests insurance companies to
implement some of the good practices mentioned in the Recommendation, such as proper filing and coding
of the claims and the development of claims handling manuals.
180.
Thus, in general, Colombia’s practices and regulation are in line with the Recommendation.
However, the SFC will update its regulation to set forth the minimum requirements for the reception,
assessment and processing of insurance claims.
4.7 Recommendation of the Council concerning a Common Classification of the Classes of Insurance
Recognised by the Supervisory Authorities of the Member Countries
181.

Colombia accepts this Recommendation.

182.
Currently, the existing classification in Colombia is not fully consistent with the classification
recommended by the OECD. A number of classes of insurance listed in the OECD classification are not
currently recognised as insurance products in Colombia. These include marriage, birth, tontines and some
miscellaneous financial loss insurances.
183.
Also, a number of insurance classes recognised by Colombian regulation are not considered
independent classes by the OECD classification. These include traffic accident mandatory insurance
(Seguro Obligatorio para Accidentes de Tránsito), theft, management, weak electrical current, business
interruption, machinery assembly and damage, glass, cattle, funeral, education, high cost health, and
mining and oil. Further, the OECD classification recognises insurance classes that are not considered as
independent classes in Colombia, such as home and contractors’ multiperil.
184.
The Colombian government will work to implement this Recommendation, which implies
modifying SFC regulation, updating insurers’ reporting systems and, in some cases, issuing Decrees
(mainly social security related products).
4.8 Recommendation of the Council concerning Institutional Co-Operation between Authorities of
Member Countries Responsible for Supervision of Private Insurance
185.

Colombia accepts this Recommendation.

186.
Colombia’s legislation allows the SFC, to promote information exchange with supervisors from
other countries to ensure that supervision can be developed in a consolidated way as long as information is
shared in confidence and under the principle of reciprocity.
187.
Furthermore, the Colombian regulatory framework authorises SFC to promote information
exchange with international organisations that group supervisors from different countries to implement an
effective consolidated supervisory approach, to protect investors and preserve the market’s stability and
integrity. Currently, the SFC has MOUs with 22 authorities from 16 countries.
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Table 30. MOUs exchanged
COUNTRY
COSTA RICA

ECUADOR

ENTITY
Superintendencia General de Entidades Financieras de Costa Rica
Superintendencia de Bancos e Instituciones Financieras de Chile
Superintendencia de Pensiones de Chile
Superintendencia de Bancos y Seguros del Ecuador

EL SALVADOR

Superintendencia del Sistema Financiero de El Salvador

SPAIN
GUATEMALA
HONDURAS
ISLANDS
CAYMAN
NICARAGUA

Banco de España
Superintendencia de Bancos de la República de Guatemala

DATE
November 19, 2010
May 11, 2012
April 27, 2012
September 19 1997
May 23, 2007
January 20 2014(upgrade)
October 29, 1998
November 17, 2010

Comisión Nacional de Bancos y Seguros de la República de Honduras

November 17, 2010

The Cayman Island Monetary Authority
Superintendencia de Bancos y Otras Instituciones Financieras de Nicaragua
Superintendencia de Bancos de Panamá
Comisión Nacional de Valores de la República de Panamá
Superintendencia de Bancos de Paraguay
Superintendencia de Banca, Seguros y AFP del Perú
Comisión Nacional Supervisora de Empresas y Valores del Perú
(CONASEV)*
Superintendencia de Valores y Seguros de Chile (SVS)
Comisión Nacional Supervisora de Empresas y Valores del Perú
(CONASEV)*
Superintendencia de Valores y Seguros de Chile (SVS)
Comisionado de Instituciones Financieras de Puerto Rico

August 26, 2013
December 17, 2010
August 13, 2001
May 16, 2007
August 26, 2013
February 16, 1998

Superintendencia de Bancos de República Dominicana

September 10, 2013

CHILE

PANAMÁ
PARAGUAY
PERU
PERU, CHILE
AND COLOMBIA
(1)
PERU, CHILE
AND COLOMBIA
(2)
PUERTO RICO
DOMINICAN
REPUBLIC
VENZUELA

CCSBSO

ASSAL
URUGUAY
PANAMÁ

Superintendencia de Bancos y Otras Instituciones Financieras de Venezuela
SUDEBAN
Consejo Centroamericano de Bancos, de Seguros y de Otras Instituciones
Financieras
(El Salvador, República Dominicana, Costa Rica, Guatemala, Panamá,
Nicaragua y Honduras como Miembros Titulares. Colombia como Miembro
Colaborador.)
Asociación de Supervisores de Seguros de América Latina
(México, Costa Rica, Puerto Rico, Guatemala y Colombia)
Superintendencia de Servicios Financieros del Banco Central de Uruguay
Superintendencia de Seguros y Reaseguros de Panamá

Source: Colombian authorities
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October 28, 2009

January 15, 2010
August 1, 2000

February 16, 1998

Augusto 31, 2012

April 26, 2013
November 5, 2014
February 26, 2015

ANNEX I: COLOMBIA’S INVESTMENT REGIME FOR INSURERS

Technical reserves as a whole must be permanently invested in the following assets and those which don’t

meet the requirements needed won’t be catalogue as technical reserve investment:
1. Securities or units of participation of domestic issuers.
1.1 Government bonds.
1.1.1.1 Internal and external public debt securities issued or guaranteed by the Nation
1.1.1.2 Other government bonds.
1.2 Debt securities whose issuer, guarantor or acceptor is a SFC supervised entity including
Financial Institutions Guarantee Fund (FOGAFIN) and Cooperative Institutions Guarantee Fund
(FOGACOOP).
1.3 Bonds and mortgage securities, Law 546 of 1999, and other securities of credit content
derivative from securitization mortgage portfolio processes.
1.4 Credit content securities derived from securitization processes whose underlying assets are
different from mortgage portfolio.
1.5 Bonds or securities from Central Bank (Banco de la República).
1.6 Debt securities whose issuer or guarantor is an entity not controlled by the SFC
1.7 Investments in open collective funds whose investment policy considers as eligible assets other
than securities and/or equity securities.
1.8 Investments in open-closed collective funds, whose investment policy considers as eligible
assets other than securities and/or equity securities.
1.9 Investments in real estate collective funds.
1.10 Equity securities.
1.10.1 High and medium marketability shares, negotiable deposit certificates representing such
shares (ADRs and GDRs) and shares from privatization or in connection with the
capitalization of companies in which the State has participation.
1.10.2 Low and minimum marketability shares or negotiable deposit certificates representing
such shares (ADRs and GDRs).
1.10.3 Investments in open collective funds, including equity collective funds, whose
investment policy considers admissible equity securities as assets.
1.10.4 Investments in open-closed or staggered collective funds, whose investment policy
considers admissible equity securities as assets.
1.10.5 Participatory or mixed securities derived from securitization processes whose
underlying assets are different from mortgage portfolio.
1.10.6 Shares not registered in the National Registry of Securities and Issuers (Registro
Nacional de Valores y Emisores – RNVE)
1.11 Investments in private equity funds whose purpose is to invest in companies or production
projects, including funds that invest in private capital funds, known as "funds of funds". Considering
the nature of private equity funds, the insurer or the capitalization company, must have as available
for the SFC:
a) Investment and risk criteria taken into account to invest and the risk-return assessments
against the expected outcomes and,
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b) Documentation regarding to the investment or its participation. The obligation provided should
be included in their investment policies.
When making investments and during the term thereof, the insurer or the capitalization company will have
to verify that the manager of the private equity fund stating at least five (5) years in management of the
fund’s underlying asset within or outside Colombia.
2. Securities or units of participation of foreign issuers.
2.1 Debt securities issued or guaranteed by foreign governments or central foreign banks.
2.2 Debt securities whose issuer, guarantor, acceptor or originator of a securitization is a foreign
bank, commercial bank or investment bank.
2.3 Debt securities whose issuer, guarantor or originator of a securitization is a foreign entity other
than banks.
2.4 Debt securities issued or guaranteed by multilateral credit agencies.
2.5 Investments in index funds fixed income, including ETFs and shares in mutual funds or
international investment (mutual funds) or collective investment schemes which have as their main
objective is to invest in debt securities.
2.6 Equity securities.
2.6.1 Investments in commodities and shares including ETFs index representing funds,
investments in commodity prices and mutual funds or international investment (mutual funds)
or collective investment schemes which have as their main objective to invest in shares.
2.6.2 Shares issued by foreign entities or certificates of negotiable deposits regarding of such
shares (ADRs and GDRs).
2.7 Investments in private equity funds established abroad, including funds that invest in private
equity funds, known as "funds of funds".
Considering the nature of private equity funds, the insurer or the capitalization company, must have as
available for the SFC:
a) Investment and risk criteria taken into account to invest and the risk-return assessments
against the expected outcomes and,
b) Documentation regarding to the investment or its participation. The obligation provided should be
included in their investment policies.
As mentioned, when making investments and during the term thereof, the insurer or the capitalization
company will have to verify that the manager of the private equity fund stating at least five (5) years in
management of the fund’s underlying asset within or outside Colombia, among other requirements.
3. Other investments and operations
3.1 Demand deposits in domestic credit institutions, including national branches of domestic credit
abroad.
3.2 Demand deposits in foreign banks.
3.3 Operations repo active and active concurrent operations.
3.3.1 Active repo operations and active simultaneous operations on qualifying investments.
3.3.2 Active repo operations held through trading systems such as Colombian Mercantile
Exchange upon Commodity Depository Receipts (CDM).
3.3.3 Transactions with derivative financial instruments for hedging and investment
purposes. For this effect the definition provided by SFC is taken into account.
3.3.4 Derivative financial instruments for hedging purposes.
3.3.5 Derivative financial instruments for investment purposes.
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3.4 Capital protected structured products, that means, those which guarantee 100% of invested
capital, domestic or foreign issuers.
3.5 Temporary transfer of securities operations.
3.6 Loans secured on policies of life insurance or capitalization securities to their redemption
value.
3.7 Balances available in cash.
3.8 Risk transfer for reinsurance contracts.
3.9 Productive real estate localized in Colombia.
The investment regulations also include limits according to each one of the investments of the insurer’s
portfolio; these limits must be met in all times during the investment time.
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ANNEX II
COLOMBIA’S PROPOSED RESERVATIONS TO THE CODE OF LIBERALISATION OF
CURRENT INVISIBLE OPERATIONS

D/2

Insurance relating to goods in international trade.
Annex I to Annex A, Part I, D/2
Remark: The reservation, which includes the activity of promotion, applies only to the
insurance of international road and railway transport.

D/3

Life assurance.
Annex I to Annex A, Part I, D/3, paragraph 1
Remark: The reservation, which includes the activity of promotion, does not apply to the
provision of insurance services if:
i) the insurance policy is taken out at the policyholder’s initiative, in which case the
policyholder shall not be contacted by a non-resident insurance undertaking or by a
person, whether mandated by the undertaking or not, for the purpose of promoting
or offering insurance services; and
ii) it is a policy that is not compulsory by law or insurance, pension products or
services offered by insurance companies in connection to the social security system.

D/4

All other insurance.
Annex I to Annex A, Part I, D/4, paragraph 4
Remark: The reservation, which includes the activity of promotion, does not apply to the
provision of insurance services if:
i) the insurance policy is taken out at the policyholder’s initiative, in which case the
policyholder shall not be contacted by a non-resident insurance undertaking or by a
person, whether mandated by the undertaking or not, for the purpose of promoting
or offering insurance services;
ii) it is not a policy that requires the policyholder, insured or beneficiary to
demonstrate, prior to the acquisition of the insurance product or service, that the
policy holder has acquired an insurance policy that is mandatory by law; and
iii) it is not a policy in which the policyholder, insured or beneficiary is a governmental
entity (entidad del Estado), unless otherwise authorised.
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D/6

Conditions for establishment and operation of branches and agencies of foreign insurers.
Annex I to Annex A, Part III, D/6
Remark: The reservation applies only to the establishment of agencies of foreign
insurers by foreign individuals who have resided in Colombia for less than one year.

D/7

Entities providing other insurance services.
Annex I to Annex A, Part IV, D/7.
Remark: The reservation, which includes the activity of promotion, applies only to
i) intermediation services for insurance contracts other than those relating to (a) the
goods in international trade that are not covered under reservations under item D/2
and (b) reinsurance and retrocession services; and
ii) establishment of representative offices of insurance companies.

D/8

Private pensions.
Annex I to Annex A, Part IV, D/8.
Remark: The reservation, which includes the activity of promotion, applies only to:
i) cross-border provision of services except if the relationship is initiated at the
policyholder’s initiative and it is not a pension product or service that is linked to
the mandatory general pension system (Sistema General de Pensiones);
ii) the establishment of branches of pension funds in Colombia; and
iii) the more favourable tax treatment of voluntary contributions to resident pension
funds, which is not applicable to contributions to non-resident funds.
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