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E-money regulation in Colombia

A dicey step beyond transactional services

The new regulatory framework allows non-bank entities to offer electronic deposits under a
simplified financial license. These deposits are covered by the Deposit Guarantee Fund and are not
subject to amount limits, going beyond the transactional purpose of e-money services. This may
pose some risks if the new players are not properly supervised.

The October 2014 law

In October 2014 the Colombian government enacted Law No. 1735, creating a new type of financial
institution — Specialised Companies in Electronic Deposits and Payments (SEDPEs by its Spanish acronym)
— that, under a simplified financial license, are allowed to raise funds from the general public through
“electronic deposits”. This product had already existed in the Colombian financial system since 2011, but its
provision was restricted to credit institutions. The new law allows the SEDPEs to offer electronic deposits
with the same features as those offered by banks, i.e. deposits may be remunerated and are covered by the
Guarantee Fund for Financial Institutions. However, as the SEDPEs are not subject to the same regulation
and supervision as banks, they are not allowed to conduct financial intermediation and must hold 100% of
the funds raised in overnight deposits either at commercial banks or at the central bank. The law also
establishes that the SEDPEs fall under the supervision of the financial watchdog (Superintendencia
Financiera) and must hold a minimum capital of 5,846 million pesos (roughly 1.66 million euros) — a figure
which is revised annually according to the CPI.

Second-level regulation

The October 2014 law mandated the government to establish additional financial requirements for the
SEDPEs, as well as to define the limits and ‘know your customer’ (KYC) requirements of electronic deposits.
The government did so on 13 July by Decree No. 1491, which establishes a prudential capital requirement
for the SEDPEs of 2% of the funds raised. Regarding electronic deposits, the decree establishes two
different categories: one with a simplified account-opening procedure (no physical presence required) but
subject to limits for balances and debit transactions per month (three monthly minimum wages), and another
one with the standard KYC requirements and AML/CFT procedures but which is subject to no such limits.
This was particularly surprising, as the draft decree released by the government in March 2015 also set limits
for the deposits with standard opening procedures; only special electronic deposits for payment collecting
purposes were not subject to limits.

Colombian regulation in the Latin American context

As shown in Table 1, there are several aspects in which Colombia differs from the general regulatory
approach: i) electronic deposits may be interest-bearing; ii) they are directly covered by the deposit
guarantee scheme, and iii) they are not subject to amount limits when the standard KYC procedures are
applied.
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Table 1
Comparison of the e-money regulatory framework in Latin American countries

Colombia

Paraguay Peru Uruguay

Prudential capital

requirement for non-bank 2% 2%
issuers
L L Yes (standard
,I['rg';é?i (:)rislances and Onlyafgé ;:Jr:ghﬂed Yes accounts: only limit to Not specified
transactions)
Interes_t payable on Allowed Not allowed Not allowed Not allowed
deposits
Deposit guarantee scheme Yes No No No
Bagte?ﬁ%ojr:is’ Bank deposits,
Type of assets in which Y government

securities (up to
30%) or other
authorised liquid
assets

non-bank issuers must hold Bank deposits Bank deposits
the raised funds

securities or other
authorised liquid
assets

Source: BBVA Research

Opening the e-money business to non-bank institutions, such as mobile network operators (MNOS), has the
potential to reach the unbanked population more rapidly, leveraging the MNOs’ infrastructures and customer
bases. However, given the simplified licensing of non-bank players as well as the transactional purpose of e-
money, there should be amount limits for balances and transactions, as is the case in most of the e-money
regulations worldwide. Otherwise, risks may arise if non-bank institutions are not properly supervised.
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DISCLAIMER

This document, prepared by BBVA Research Department, is provided for information purposes only and expresses data,
opinions or estimates pertinent on the date of issue of the report, prepared by BBVA or obtained from or based on
sources we consider to be reliable, which have not been independently verified by BBVA. Therefore, BBVA offers no
warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimates this document may contain have been undertaken according to generally accepted methodologies and should
be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no guarantee of
future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

With particular regard to investment in financial assets having a relation with the economic variables this document may
cover, readers should be aware that under no circumstances should they base their investment decisions on the
information contained in this document. Persons or entities offering investment products to these potential investors are
legally required to provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. Its reproduction, transformation, distribution,
public communication, making available, extraction, reuse, forwarding or use of any nature, by any means or process,
are not permitted except in cases where it is legally permitted or expressly authorised by BBVA.
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