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FOREWORD

This annual Financial Inclusion Report,as was the case with the two previous editions, has been developed
jointly by the Superintendencia Financiera de Colombia: Financial Superintendence of Colombia (SFC in
Spanish) and the Banca de las Oportunidades Program (BdO in Spanish). It compiles and analyzes the
main financial inclusion figures and indicators in terms of access, use, consumer protection, and financial
education.

The chapter on access analyzes the coverage of financial services through the different points of access
(PoA) including several analysis variables such as type of PoA, type of financial intermediary, indicators for
every 10,000 adults and for every 1,000 km2,and by municipality by its population size and according to
its urban and rural classification.

The chapter on use analyzes transactions through the various channels available in the country,remittance
levels and costs, liability products (savings and checking accounts) and asset products (various credit
modalities). Also,a section on insurance has been included, and the chapter closes with an analysis on the
use of savings accounts at the national level and by municipality.

The third chapter presents the progress obtained in terms of consumer protection, while the fourth and
last chapter presents the main challenges the promotion of financial inclusion faces in Colombia today,
identified from the individual perspectives of important representatives of the public and private sectors.

The purpose of this publication is to provide the different stakeholders interested in the topic of financial
inclusion such as the Government, industry, academics, and the general population, quantitative and
qualitative information to enable a greater understanding of the status of financial inclusion in Colombia,
to analyze its evolution since 2008 and its situation compared to the rest of the world, to identify possible
market failures as well as opportunities for the development of private initiatives and public policy that
will jointly help close existing gaps in the supply and demand of financial services.

Particular appreciation is due to Marfa Mercedes Cuellar, President of ASOBANCARIA; Ketty Valbuena
Yamhure, President of CIFIN (one of the bigger credit bureaus in Colombia); and Olga Lucfa Londono
Herrera, Superintendent of Cooperative Economy for their participation in the discussion on the main
challenges to promote Financial Inclusion in Colombia, identified from each one of their own perspectives.
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Spanish), for sharing their experiences in the development of Financial Education programs.

To the Ministerio de Comercio, Industria y Turismo: Ministry of Trade, Industry, and Tourism- Micro, Small,
and Medium Size Enterprise Office- for providing information on microcredit NGO's.

To the Superintendencia de Economia Solidaria: Superintendence of Cooperative Economy and to
CONFECOOQP (Confederation of Cooperatives — in Spanish) for their permanent contributions in terms of
information related to Savings and Credit Cooperatives.

To CIFIN for providing information related to the use of credit and savings products by the Colombian
population.
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GLOSSARY

Low Value Payment System Administrators (Administradores de Sistemas de Bajo Valor
- ASPBYV in Spanish): A legal entity that manages and operates one or several low value payment
systems.

A payment system is an organized set of policies, rules, agreements, payment instruments, entities and
technological components such as equipment, software, and communication systems that enable the
transfer of funds between users through reception, processing, transmission, offsetting and /or settlement
of transfer and collection orders.

A Low value payment system administrators (ASPBV in Spanish), in addition to fulfilling the above
characteristics, process transfer or collection orders, including those derived from the use of credit or
debit cards. The ASPBV that exist in Colombia for automatic teller machines are Servibanca and ATH, and
for Points of Sales (POS) are Redeban Multicolor, Credibanco, and Visionamos.

Mobile Consultants: persons who perform the functions of a commercial consultant, who inform
and advise potential customers about the products and services offered by the financial institution they
represent; the difference is that, being “mobile] they can go wherever their potential customers work or
live in order to offer them the financial institution’s service portfolio.

Audio-response: telephone system that provides information interactively to the users and allows the
performance of some transactions.

Bank: financial institution whose main function is to obtain resources from the public through on-
demand deposits and term deposits in order to place them again as loans, discounts, advance payments,
or other credit asset transactions.

Mobile Banking: electronic bank channel where a mobile device is used to perform transactions and
its line number is associated to the service.

ACH channel: system that enables electronic money transfers between financial institutions through a
clearing house established to settle and offset transactions of this type. The abbreviation ACH stands for
“Automated Clearing House”
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Financing Company (Compariia de Financiamiento - CF in Spanish): institutions whose main
function is to obtain term deposits with the fundamental purpose of performing asset credit transactions
in order to facilitate trading of goods and services and to perform financial leasing or leasing transactions.

Financing Companies specialized in leasing: a type of financing company that focuses on leasing
operations. Most of these entities have merged with the banks they were affiliated with.

Confederation of Cooperatives of Colombia (Confecoop in Spanish): groups together,
represents, and guides the cooperatives of Colombia, promoting consolidation and recognition of the
cooperative business model.

Cooperatives supervised by the Superintendence of Cooperative Economy
(Superintendencia de Economia Solidaria — SES in Spanish): these cooperatives have a savings
and credit section; the (SES in Spanish) is in charge of their supervision.

Cooperatives supervised by the Financial Superintendence of Colombia (Superintendencia
Financiera de Colombia - SFC in Spanish): cooperative organizations whose main function
is to develop financial activities; their juridical nature is ruled by the provisions of Act 79 of 1988, and
additionally, they are supervised by the Superintendencia Financiera de Colombia (SFQ).

Financial Corporation:institutions whose main function is to obtain term resources through deposits
or term loan instruments in order to perform credit asset transactions and make investments. The
fundamental objective of these entities is to promote the creation, reorganization, merger, transformation,
and expansion of companies in sectors defined by law.

Agents (Corresponsales bancarios in Spanish): individuals or legal entities contracted to render
diverse financial services on behalf of credit institutions (Title IX of Part 2 of Decree 2555 of 2010, regulated
by External Circular Letter 29 of 2013))

Checking accounts: the amount that people or entities have on demand in Banks. Usually, they do not
earn interest,and they are managed by means of a check book.

Savings accounts: A type of account offered by a financial establishment whose objective is the
protection of savings. These accounts allow savers to earn income on their deposits and make it easy for
them to obtain loans depending on the average amount of their deposits.

Electronic Savings Accounts, (Cuentas de Ahorro Electrénicas - CAE in Spanish): these
electronic savings accounts are for persons belonging to level 1 of the System for Identification of Social
Programs Potential Beneficiaries (Sistema de Identificacion de Potenciales Beneficiarios de Pogramas
Sociales - SISBEN in Spanish) and displaced persons registered in the Unified Registry for Displaced
Persons (Registro Unico de Poblacion Desplazada in Spanish), whose contracts include, as a minimum,
the following agreements with the customer besides the standard features of an on demand savings
account:

a) The contracts shall be called electronic savings accounts and shall enjoy the prerogatives stipulated
in Section 127 of the Organic Statute of the Colombian Financial System (Estatuto Organico del Sistema
Financiero Colombiano — EOSF in Spanish).

b) It shall be possible to perform transactions through cards, cellular phones, automatic teller machines,
or any other means or channel determined in the contract.

¢) Deposits shall produce income.

d) Authorized credit institutions and cooperatives shall not charge the account holders for account
management or for the channels established for its operation. Likewise, at least two (2) cash withdrawals
and one balance enquiry performed by the customer per month shall not generate commission charges
in favor of the authorized credit institution or cooperative.

The customers must be clearly informed about the scope of this benefit and, particularly, they must be
precisely informed of the charges for additional transactions or enquiries.

e) No initial minimum deposit or permanent minimum balance shall be required for such accounts.

Simplified Procedure Savings Accounts (Cuentas de Ahorro de Tramite Simplificado -CATS
in Spanish): savings accounts with the following characteristics: i) destined to individuals only; i) upper
limit on debit transactions of three (3) current monthly legal minimum wages per calendar month; iii)
their maximum balance must never surpass eight (8) current monthly legal minimum wages; and iv)
the customer is only allowed to have one savings account with these characteristics in the respective
financial institution (regulated by External Circular Letter 013 of 2013.)

Inactive accounts: savings or checking accounts which, for a period of at least six months, have not
performed any type of transaction such as a deposit, withdrawal, transfer, or in general any credit or debit
affecting it.

Points of Sale (POS): device used in commercial establishments in order to perform payments and
other transactions. The abbreviation POS stands for “Point of Sale’

Financial Ombudsman: A body every financial institution must have in place for the protection
of financial consumers. Its functions include: i) assist the consumers of each financial institution in an
effective and timely manner; ii) mediate between consumers and financial institutions; and iii) represent
the consumer before the supervised financial institution,among others.

Electronic money deposits: deposits on demand offered by credit institutions; they are different from
checking and savings accounts, and the holders are individuals or legal entities that fulfill the following
conditions: i) credit transactions must not surpass three (3) current legal monthly minimum wages per
calendar month;ii) the maximum balance of electronic money deposits must not surpass three (3) current
legal monthly minimum wages; and iii) the financial consumer is only allowed to hold one (1) electronic
money deposit in the respective financial institution (Title | of Part 2 of Decree 2555 of 2010, regulated by
External Circular Letter 07 of 2013).

Credit institutions: financial institutions supervised by the SFC including banks, financing companies,
financial corporations,and financial cooperatives.

Consumer Price Index (CPI): indicator measuring the price variation of a group of goods and
services representing what Colombian households consume (Departamento Administrativo Nacional de
Estadistica National - DANE in Spanish).

Financial Consumer Price Index (FCPI):indicator created by SFC allowing the measurement of price
trends and the improvement of available information so that consumers can adequately choose the
products and services offered by credit institutions.
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Regular bank interest: interest rate that SFC certifies for two types of credit: Microcredit and
Consumer and Ordinary Credit (according to section 11.2.5.1.2 of Decree 2555 of 2010).This interest rate
is the basis for determining the usury rate that applies to these types of credit.

Micro-finance Non-Governmental Organization (ONG microcrediticias in spanish): non-
profit organizations specialized in granting credit to microenterprises.

Banca de las Oportunidades Program (BdO in Spanish): National Government program created
in 2006 with the objective of promoting financial inclusion in search of social equity. As a result of policy
recommendations included in the Conpes document 3424 of 2006, Decree 3078 was issued in the
same year creating the Banca de las Oportunidades Investment Program, allocating budget to it, and
determining that its management would be assigned to Banco de Comercio Exterior (Bancoldex).

More Families in Action Program (Programa Mas Familias en Accién in spanish):an initiative
of the National Government to deliver money transfers conditioned to fulfilling nutrition and/or education
requirements to poor and vulnerable families with children younger than 18 years as per a SISBEN Ill score;
they must belong to Red Unidos (a special Government Program), be displaced persons, or be indigenous
persons.

Points of Access (PoA): For the effects of this report, these are defined as the following channels
the people can use to access different financial products and services: branches, agents, automatic teller
machines (ATM), and Points of sale (POS).

Remittances: money transfers performed by Colombians residing and working abroad to their relatives
in Colombia (International Monetary Fund).

Current Monthly Legal Minimum Wage (Salario Minimo Mensual Legal Vigente - SMMLV
in Spanish): minimum wage determined annually with the participation of businesses, workers’unions,
and the Government.For 2013, the monthly legal minimum wage was COP 589,500; this amount does not
include the transportation subsidy that workers are entitled to.

Consumer Care System (Sistema de Atencién al Consumidor - SAC in Spanish): group of
policies, procedures, and controls adopted by financial institutions to provide due protection to the
financial consumer, offering the consumer a caring and respectful environment.

Personal insurance:insurance covering risks associated to a person including funeral services, personal
accidents, group life and individual life.

Property and Casualty insurance: insurance covering risks associated to properties, including fire
and/or earthquake, theft, unemployment,and home insurance.

Funeral services insurance: compensation through reimbursement for expenses incurred for the
funeral services of insured persons.

Personal accident insurance: covers the risk of death or body injury due to accidents.

Group life insurance: protection against the risk of death and permanent total disability for a
determined or determinable group of persons, under a master policy.

Individual life insurance: protects a person against the risk of death and grants payment to the
beneficiaries or to third parties for valuable consideration.

Fire and/or earthquake: protection against damages to insured properties caused by hostile fire or
lightning or their immediate effects such as heat, smoke, and damages caused by water. Earthquake
insurance protects against damages to insured goods due to this seismic natural phenomenon.

Theft insurance: protection against loss or damages on insured goods in establishments or residences
caused by theft with or without violence.

Unemployment insurance: protection against loss of employment by discharge without just cause,
generating payment of an amount with specific destination (credit installment payment, contributions)
for a determined period of time.

Home insurance: covering multiple risks in order to provide comprehensive protection for real estate
and its contents such as furniture and household goods.

Monetary transactions: transactions related to payments, withdrawals, deposits, transfers, and
international transactions.

Non-monetary transactions: transactions that don’t imply the use of currency such as balance
enquiries.
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as Internet and mobile banking products. Additionally, it includes topics such as the use of international
remittances and asset and liability financial products, and it updates the survey of insurance companies
on acquisitions of personal and property & casualty insurance.

In chapter 3, two specific topics are discussed: (i) financial consumer protection, which includes an update
of the analysis submitted in the previous version of the Financial Inclusion Report,and a description of the
international principles for financial consumer protection proposed by the Organization for Economic
Cooperation and Development (OECD), and (i) efforts related to financial education carried out by
several actors who have promoted initiatives and developed relevant programs, including a diagram
that synthesizes the main financial education programs as a tool for overcoming poverty and accessing
financial services.

Lastly,chapter 4 discusses the challenges identified by different public and private entities to further close
the gap between supply and demand in order to achieve greater financial inclusion for the population.

METHODOLOGY NOTE

The information used for formulating the indicators presented in this third edition of the Financial
Inclusion Report for Colombia come from the financial system’s control and surveillance bodies, from non-
supervised entities and from the various associations and business groups that comprise the financial
system in the Country.

Information related to population,area by municipality,and territorial administrative political divisions has
been obtained from DANE.

Forchapter 1,onaccess,information on financial coverage through branches,Points of Sale (POS),automatic
teller machines (ATM),and Agents come from the Superintendencia de la Economia Solidaria SES and the
Superintendencia Financiera de Colombia SFC; and the information on non-supervised entities such as
microcredit NGOs come from the reports these entities submit to Banca de las Oportunidades and to the
Microenterprise High Council (Consejo Seperior de la Microempresa - CSM in Spanish).

This chapter presents the performance of the different PoA and their evolution over time, measured
through indicators of adult population for each 10,000 adults and for each 1,000 km2; also, an analysis at
the National, Departmental, and Municipal level has been carried out, as well as by type of municipality
(urban and rural) and by population range.

Information on the number of PoA, branches,and automatic teller machines (ATM) for each 100,000 adults
of other countries comes from the last data registered in the World Bank’s database as of year-end 2012.

For chapter 2, on use, the figures come from the entities mentioned above including other information
sources such asthe Credit Bureau CIFIN, the Ministry of Communication (Ministerio de Telecomunicaciones
- MINTIC in Spanish), the National Guarantee Fund (Fondo Nacional de Garantias - FNG in Spanish),
Banco de la Republica (the central bank), and international reports and studies promoted by the World
Economic Forum,the Inter-American Development Bank (IDB), the Micro-insurance Center,the Multilateral
Investment Fund (FOMIN in Spanish), and the World Bank (WB) .

The information presented in this section is related to the transactionality of the different channels —
branches, Agents, ATMs and POS - and also describes the evolution of non-face-to-face channels such




INTRODUCTION

As of 2014, out of 132 economies, Colombia is in the 52nd. place in the Social Progress indicator, which is
defined as “a society’s capacity to satisfy the basic needs of the population and of the communities to improve
and sustain their quality of life and create conditions for all individuals to achieve their potential”; therefore, this
indicator measures a country’s capacity to transform its development and economic success into social
wellbeing and vice versa'.

Considering the above statement and notwithstanding the many efforts made to achieve the objective
of turning economic development into greater benefits and better opportunities for the people, it is clear
that there is still a long way to go, not only from the perspective of public policies on health, housing,
employment,and other matters, but also from the private perspective related to access and use of formal
financial services that enable the people to improve their quality of life.

In this same line,in 2013,the World Bank published the 2014 Global Financial Development Report placing
special emphasis on the progress and the status of financial inclusion at international level. Said report
highlights the great potential public and private financial intervention has on financial inclusion because
of their ability to jointly modify the financial system?.

In terms of the public sector, it highlights the need to focus objectives on identifying and resolving market
failures that are barriers for the use of formal financial services such as high costs, lack of availability,difficult
access,or even cultural factors, which require development of adequate regulatory frameworks to protect
financial consumers, to regulate and monitor the performance of financial institutions,to promote market
competition,and to demand transparency standards and financial education.

The World Bank's experience in its case studies has led it to conclude that governmental intervention
to promote access and use of financial products and services works, and it indicates that, in terms of
supply, it is advantageous to promote the creation of innovative products and information and payments
systems based on the adoption of new credit and savings technologies. In terms of demand, the success
of this intervention depends on the financial education initiatives and other measures that promote the
responsible use of financial products and services.

1.Social Progress Imperative (2014), Social Progress Index 2014.
2.World Bank (2013), Global Financial Development Report 2014, Financial Inclusion.
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Nevertheless,any initiative related to use and access is successful to the extent there is cohesion between
the private sector and the public sector.Even though innovation in the development of financial products
that are inclusive and satisfy consumers' needs is a job that fundamentally corresponds to the industry,
their implementation and sustainability in the long term requires regulatory frameworks and consistent
supervision promoting the responsible acceptance of risks in the framework of sustainable financial
inclusion.

Public-private interaction is also fundamental to promote financial capacity and adequate knowledge,
aptitudes, and behaviors among the population through well-designed and focused intervention.
According to the World Bank, financial education has a measurable impact and enables reaching people
who are in the education and learning processes, for example at schools, new work environments, or even
when acquiring a new financial product.

At the international level, financial inclusion initiatives have been developed under different definitions
but very similar approaches, as described below:

TABLE 1.FINANCIAL INCLUSION DEFINITIONS

ORGANIZATION/

COUNTRY DEFINITION

Through financial inclusion, we endeavor to include the non-bank using
Alliance for Financial Inclusion population in the formal financial systems in order to give them the opportunity
AFP? to access financial services, ranging from savings, payments and transfers all the
way to credit and insurance.

Financial inclusion considers that households and businesses should have
Consultative Group to Assist the access to and effectively make use of appropriate financial services. These
Poor CGAP* services must be provided in a responsible and sustainable manner in an
adequate regulatory environment.

Process of promoting easy, timely,and adequate access to a range of regulated

Organization for Economic financial products and services and to expand their use by all segments of
Cooperation and Development society through the implementation of existing and adapted innovative
OECD? approaches, including financial awareness-raising and education aimed at

promoting financial wellbeing as well as social and economic inclusion.

The proportion of individuals and companies using financial services. It is a
multi-dimensional concept that reflects the variety of possible financial services
(ranging from payments and savings accounts to credit, insurance, pensions,
and securities markets.)

World Bank®

3. AFl Global Policy Areas

4,CGAP Topics. Financial Inclusion

5.0ECD (2013).Financial Literacy and Inclusion

6.World Bank (2014). Global Financial Development Report

ORGANIZATION/

COUNTRY DEFINITION

Access and use of formal financial services within an appropriate regulatory
framework that guarantees consumer protection arrangements and promotes
financial education to improve financial capacity in all segments of the
population. It includes 4 dimensions:

Access: this refers to “the financial infrastructure available to provide financial
services and products such as branches, automatic teller machines, point of sales
terminals, mobile banking,and Internet banking.”

Mexico’ Use: ‘related to the number of financial products available to people such as
savings accounts, checking accounts and payroll accounts, term deposits, credit
cards, mortgage loans, car loans, and personal loans, life insurance, car insurance,
liability and medical expenses insurance, retirement savings accounts,and others.
Financial education:"knowledge and responsible use of financial services and
products.”

Consumer protection: “‘promotes the creation of more equitable conditions
between providers and consumers of financial services.”

In Colombia, the financial inclusion policies implemented to date use a definition similar to that adopted
in Mexico, following the recommendations of the World Bank and AFl in terms of promoting access and
use of financial services and products in a sustainable manner by people and businesses. Additionally
they cover implementation of financial education strategies to promote quality and a financial consumer
protection plan as an appropriate approach to wellbeing.

In recent years an effort has been made for Colombians to have access to innovative and safe transactional
channels, products and payment systems, reaching a level of banking penetration equivalent to 71%® of
the Colombian adult population, with 1,872,482 persons included during 2013.These figures have been
possible thanks to the successful implementation of the agents model, which has succeeded in taking
financial services to all the areas of the country, to the design of new, inclusive and high-quality financial
products, to the development and implementation of a strong plan for financial consumer protection,
and to the promotion of economic and financial initiatives.

Duringthe lastyearin particularand with the purpose of offering consumers new financial products linked
to low-cost mobile banking, the Communications Regulatory Commission (Comision de Regulacion de
las Comunicaciones — CRC in Spanish) issued Resolution 4458 of 2014 establishing measures for the
supply of mobile financial services benefitting consumers, setting limits on text message fees,and forcing
the mobile telephone companies to reduce the prices they can charge financial institutions for the use
of mobile banking services, and advocating a reduction in the cost of these services for to the financial
consumer.

Likewise, Act 1676 of 2013 was issued with the objective of promoting access to credit by redefining the
concept of guarantee on movable property and allowing such properties to be submitted as counterpart
in credit applications. The enactment of this Act and the registration of movable guarantees are expected
to promoted greater inclusion for the small- and mid-size business segment®.

7. Comisién Nacional Bancaria y de Valores (CNBV in spanish)- 2013. Financial Inclusion Report 5.

8. Source: CIFIN. Percentage of adults with at least one financial product (commercial credit, mortgage credit, consumption credit, micro-
credit, savings account, and checking account).

9. Semana Econdmica, Asobancaria - Garantias Mobiliarias: La hora de la verdad (Chattel Guarentees: The moment of truth) (March 10,2014).
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More recently,through Decree 457 of 2014, the Administrative National System for Economic and Financial
Education (Sistema Nacional Administrativo para la Educacion Econdmica y Financiera in Spanish) was
organized in order to coordinate initiatives related to this issue, and the Inter-sector Commission for
Economic and Financial Education (Comisién Intersectorial para la Educacion Econdémica y Financiera in
Spanish) comprised by the Ministry of Finance and Public Credit, the Ministry of Education, the Financial
Superintendence of Colombia, the SES, the National Planning Department (Departamento Nacional
de Planeacion — DNP in Spanish), the Financial Institution Guarantee Fund (FOGAFIN in Spanish), the
Cooperative Entities Guarantee Fund (FOGACOOP in Spanish) and the Special Administrative Unit for Legal )
Projection and Financial Regulatory Studies (Unidad Administrativa Especial de Proyeccion Normativa y ldid VA B
Estudios de Regulacién Financiera in Spanish). The Central Bank and Banca de las Oportunidades are 1RO
permanent members. Thus consolidating the National Government’s intention to design policy related
to financial education leading, in medium and long term, to providing financial consumers greater and
better capacity to make decisions regarding the acquisition and adequate use of financial products.

I

The access of financial services in Colombia has been improving. By the end of 2013, just three
municipalities have no presence of banks. Just one municipality has no presence of any type of financial
institution.The last two years (2012 and 2013) showed a great increase in the number of points of access.
The most significant increases were in Agents and Points of Sale. The increase in the number of Agents is
explained by some banks and financial companies, while the increase in the number of Points of Sale is
explained by the addition of about 50,000 Points of Sale focused on allowing operations without debit/
credit cards, using an authentication mechanism known as OTP (One Time Password).

Branches continued to be the channel that mobilizes the greatest volume of funds, and are in second
place in terms of number of transactions compared to the other channels, concentrating 52% of the
transacted amounts and 21% of the number of transactions; nevertheless, a downward trend has been
observed both in the number of transactions and in transacted amounts between 2012 and 2013, which
is the opposite of the trend displayed by the Internet channel, which has been one of the channels with
greatest growth in recent years.

Continuing with last year's trend, remittances represent an important source of income in some regions;
nevertheless, there is still the need to create incentives and/or products that would enable the funds
channeled through the formal financial system to remain in the system, to promote savings and the
use of transactional channels to make payments according to the recipient’s needs, since it has been
observed that the funds reach the recipient families mostly through cashier’s windows (719%,.

empreso>
Likewise, the figures shown in the present report ratify the importance of leading the people to use the rﬂblﬂ

products they acquire effectively and constantly because,for example,out of 51.2 million savings accounts,
close to 51% were inactive; the number increased by 3.4 million in 2012, and it originates primarily in the -
segment of low income customers.

Lo H
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Even though the figures continue to support the hypothesis of greater financial inclusion, the constant
search for mechanisms to potentiate the use of financial products beyond those offered by traditional
banking is one of the challenges the market actors, as well as the regulatory and supervision bodies,
currently face.




CHAPTER 1:

ACCESS INDICATORS
FINANCIAL INSTITUTION COVERAGE THROUGH DIFFERENT

POINTS OF ACCESS

The access dimension refers to the capacity (real possibility) of the population to use the products and
services offered by financial institutions.

In this dimension, the results derived from the main indicators of financial inclusion are presented so as
to allow comparisons at the international level, providing a diagnosis for the status of access to financial
services at the national level,and generating comparison and assessment parameters in order to develop
public policy.

For this Report’s purposes, the access dimension will focus on analysis and coverage indicators of financial
institutions as follows:

MAIN INDICATORS TO BE DEVELOPED:

% COVERAGE GEOCHART

Points of Access: « National
In Units + Departmental

For each 10,000 adults + Municipal

For each 1,000 KM?

TYPE OF ANALYSIS '

* By type of PoA:Branches, Agents, ATM,and POS
* By type of financial institution: Banks, Financing Companies, Financial
Cooperatives (SFC and SES) and NGO
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Below is an analysis of financial institution coverage and of the real capacity or possibility that the
population has to access the financial products and services offered by said entities through the different
points of access (PoA), as well as an analysis of these indicators’ historical performance during the 2008-
2013 period.

The supply information herein comes from the different supervisory bodies as well as from information
provided by NGOs, as described below:

ANALYZED FINANCIAL INSTITUTIONS

Institutions supervised

by the Superintendence Non-supervised
of Cooperative Economy financial institutions
(SES in Spanish)

Institutions supervised
by the Financial
Superintendence of
Colombia (SFC in Spanish)

24 Banks
22 Financing 164 . 20 .
companies Savmgs_ Microcredit
) i and Credit NGOs
6 Financing Cooperatives

cooperatives

In Colombia, there are two official bodies that supervise financial institutions:

+  The Financial Superintendence of Colombia (SFC in Spanish), whose main functions are to inspect,
supervise and control persons carrying out financial, stock market and insurance activities and
any other activity related to the management, use or investment of resources obtained from the
public in order to preserve stability, security,and trust, as well as to promote, organize, and develop
the Colombian securities market and provide protection for investors, savers, and insured persons.
Entities supervised by the SFC include banks, financing companies, financing cooperatives, and
insurance companies. '°

+ The Superintendence of Cooperative Economy (SES in Spanish), which supervises the savings and
credit cooperatives and performs control, inspection, and surveillance to protect the interests of
cooperative economy organizations’associates, of third parties,and of the community in general."

For the purposes of the present Report, it is important to mention that one of the differences between
these two control and supervision entities is the type of cooperatives they supervise:

10. Source: Superintendencia Financiera de Colombia https://www.superfinanciera.gov.co/jsp/loader.
jsf?IServicio=Publicaciones&ITipo=publicaciones&IFuncion=loadContenidoPublicacion&id=60607
11. Source: Superintendencia de la Economia Solidaria http://www.supersolidaria.gov.co/es/nuestra-entidad/objetivos

TABLE 2.FINANCIAL COOPERATIVES AND
SAVINGS AND CREDIT COOPERATIVES'?

FINANCIAL COOPERATIVES SAVINGS AND CREDIT COOPERATIVES

Supervised by the SFC. Supervised by the SES.

Specialized cooperative organizations whose | Specialized cooperative organizations whose main
main function is to carry out financial activities | function is to carry out financial activities exclusively
and which offer their services to non-associated | for their associates.

third parties.

In addition to the above financial institutions, this Report incorporates information from the microcredit
NGOs whose only authorized business is to provide microcredit, either to individuals or groups, and
which report information to the Ministry of Commerce, Industry and Tourism (MinCIT in Spanish) and
to Banca de las Oportunidades.

The above provides a full overview of the entities that carry out financial activities as their main business,
so as to better explain financial inclusion in Colombia.

1.1 POINTS OF ACCESS: TOTAL AND BY TYPE OF POA

In Colombia, people have the possibility of accessing financial products and services through the
following PoA™:branches,agents,automatic teller machines (ATMs),and Points of Sale (POS).Between
December 2008 and December 2013, the number of PoA increased 172.3% from 133,180 to 362,670;
in the last two years, substantial growth has been observed, of 33.2% and 35.6% respectively (Table
No. 4), with 66,593 additions in 2012 and 95,220 more in 2013, for a total of 161,813 new additions.
If this figure is compared to the 159,685 that were available as of December 2009, we find that the
possibilities offered to the citizens to access financial services have doubled in these last two years
in Colombia.

380,000 CHART 1.NUMBER OF POINTS OF ACCESS 362670
330,000 267,450 ~
© 280,000
“g 200,857
S 230,000
2 183,560
180,000 159,685
133,180
130,000
Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec-2012 Dec-2013
Year

Source:SFC{Forms398,322-and444)-and BdO, Including SES cocyzerarives and NGOs
12. Source: Superintendencia de la Economia Solidaria http://www.supersolidaria.gov.co/es/preguntas-frecuentes

13. “Cellphones and personal computers are not considered points of access because it is not possible to perform physical operations such as
money deposits or withdrawals through them.” (Source: AFI: Alliance for Financial Inclusion - Financial inclusion measurement, main group
of Financial Inclusion indicators, March 2013)



FINANCIAL INCLUSION REPORT

It is important to mention that there is another mechanism besides the PoA analyzed in this Report:
the mobile consultants, through whom the NGOs offer their products to the population. These financial

CHART 2.POINTS OF ACCESS BY TYPE

institutions have 2,128 mobile consultants working in 26 departments and in 386 municipalities. INCLUDING POS NOT INCLUDING POS ®
As of December 2013, 298,751 Points of Sale (POS), 42,638 agents, 13,679 automatic teller machines g
(ATMs), and 7,602 branches had been recorded. 5 lN 8
TABLE 3.NUMBER OF POINTS OF ACCESS IN FINANCIAL INSTITUTIONS 5 5 E g g I 8 _ @
: 2 2 o 1 1 . .s 2g 8z | &
Type of point of access | Dec-2008 | Dec-2009 | Dec-2010 mmm i H I I I I 2gs g2 -2 & o g 2
(O D B (TN (S | THT I i I |
BranCheS 6’1 91 6’41 9 6’438 6’488 7’096 7’602 Dec-2008 Dec-2009 Dec-2010  Dec-2011 Dec-201 Dec-2013 Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec-2012 Dec-2013
Agents 41880 51618 9:704 161685 281166 421638 “ Branches Agents = \;\ejtromaticteller-ATM = Points of Sale-POS u Branches YeaArgents = Automatic teller-ATM
Automatic teller - ATM 8,577 9,274 10,127 10,889 12,281 13,679 Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs
Points of Sale- POS 113,532 138,374 157,291 166,795 219,907 298,751
Banks have 356,041 PoA and the greatest market share (98%) followed by financing companies with

| TOTAL | 133,180 | 159,685 | 183,560 | 200,857 | 267,450 | 362,670 |

4,975 (1.37%) and lastly the cooperatives with 1,054 and NGOs with 600 (0.29% and 0.17% respectively.)

TABLE 4. ANNUAL GROWTH IN THE NUMBER OF POINT OF ACCE
Y © Y OF PO OF ACCESS CHART 3.POINTS OF ACCESS BY TYPE OF FINANCIAL INSTITUTION

Type of point of access Dec-2009 | Dec-2010 mmm
1 0.29%

Bancnes 3.7% 0.3% 0.8% 9.4% 5.1% .
Agents 151% | 727% | 719% | 688% | 51.4% 1.37% 017%
Automatic teller - ATM 8.1% 9.2% 7.5% 12.8% 11.4%
Points of Sale - POS 219% | 137% | 60% | 318% | 359%

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs

& Banks
& Financing Companies

The growth displayed by agents since 2010 and by POS since 2012 has a strong weight in total
performance.The branches increased their growth during the last two years while ATM annual growth
has been close to 10% in the last years.

& SES &SFC Cooperatives
& NGOs

In 2013, financial institutions established 14,472 new agents, and 78,844 new POS were established,
displaying growth of 51.4% and 35.9%, respectively. There were 608 new branches, equivalent to 5.1%
growth.

As theinformation shows,both the branches and the ATMs require greater investment and infrastructure, Source: SFC (Forms 398, 322, and 444) and BAO. Including SES cooperatives and NGOs

since they have been the PoA that have displayed the least growth.

1.1.1 Agents:

The agents stand out as the driver of PoA growth. These agents were authorized in 2006 as a new
channel to offer financial services, with low implementation costs in terms of infrastructure and
operating costs, allowing financial institutions to expand their coverage in areas of the country that in

the past they did not consider venturing into.

14. Agents shared by Citibank and Colpatria have been counted only once;for the analysis related to type of population and type of municipality,
it is not possible to make that distinction.
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CHART 4.EVOLUTION IN THE NUMBER OF AGENTS

54,500
49,500
44,500
. 39,500
£34,500
229,500
'S 24,500
™ 19,500
14,500
9,500
4,500

9,704

Dec-2008 Dec-2009 Dec-2010 Dec-2011 Dec-2012 Dec-2013
Year
s Total Agents s Agents excluding those shared by Citibank and Colpatria

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs

As of December 2013, 49,181" agents were recorded, covering 1,069 municipalities of Colombia,
equivalent to 97% of the national territory. As of that date, this type of POA had been implemented by
23 financial institutions distributed as follows: 45,000 operated by 15 banks (91.5%),4,145 by 5 financing
companies (8.4%), and the cooperatives supervised by SES and SFC operated 36 Agents (0.1%).

CHART 5.NUMBER OF AGENTS AND NUMBER OF FINANCIAL
INSTITUTION WITH AGENTS

16
15 50,000
14 45,000
12 40,000
210 S
S 30,000 =
< 8 £
kS £
= 6 5 20,000 5
=
4
2 10,000
2 4,145 1
0 - L) 34 2 0
Banks Financing SES Cooperatives  SFC Cooperatives

Companiés
" No.ofagents ~ === No, of Institutions

Source: SFC (Form 398) and BdO. Including SES cooperatives

15. Including the agents shared by Citibank and Colpatria. Not repeating points, the number of agents is 42,638.

The transactions that can be performed through agents include: collections, payment of obligations,
send or receive cash transfers in Colombian legal currency within the national territory, cash deposits
and withdrawals, transfer of funds, balance enquiry, issuance and delivery of bank statements, and
disbursements and payments in cash related to loan transactions'®.

Each financial institution defines the transactions to be implemented in its agent’s model, authorized by
the SFC and decreed by the Ministry of Finance (MHCP in Spanish). These transactions are described in
detail in this Report’s chapter on Use.

Despite the growth in the number of agents, as of December 2013, 40% did not record any type of
transaction, even though they were operational. The greatest number of agents that did not report any
transactions were located in the capital cities, and in 42 municipalities that only have one agent and
which did not perform any transactions as of the mentioned cut-off date.

The under-utilization of some agents should be reviewed by each financial institution, and the reasons
for under-utilization might be related to diverse factors such as: i) the business model defined by each
financial institution as well as limitations in the technological infrastructure required by some agents'’,
i) the limited supply of transactional services offered by some agents, which compete with other nearby
PoA like branches and ATMs, where a greater number of transactions can be performed, and iii) in some
municipalities, the phenomenon might be associated to low population density and the population not
knowing about the services and benefits this channel offers.

In relation to the limited supply of possible transactions through agents, the following data illustrate this
fact: 10 out of the 23 financial institutions operating this type of channel,equivalent to 43%, offer between
1 and 2 financial services, and 5 of them offer just one service (4 of them offer payment of obligations);
70% of the financial institutions offer payment of obligations, withdrawals from savings and checking
accounts, and collection of utility bills. Only three entities (13%) offer services to send and receive cash
transfers and two entities (9%) allow opening savings accounts through the agents.

Agents in Colombia face a limitation related to the amount of cash they are authorized to handle by
the financial institutions they represent, which set upper limits in order to mitigate the risks involved
in handling cash. When the agents reach a specific amount of cash while performing transactions, it is
required to deposit the cash in the nearest branch of the bank it represents before it can continue to
perform any transactions's,

As of December 2013, 39,700 agents were located in cities with more than 100,000 inhabitants (81%) and
9,481 were located in cities of less than 100,000 inhabitants (19%).In terms of urban versus rural classification,
40,555 Agents are located in areas classified as urban (82%) and 8,626 in towns classified as rural (18%).

16. Decree number 2672 of December 21,2012.

17. One of the technical requirements to operate an agent is having a robust communication system that enables connection with the
represented bank through Internet in real time.

18. In Colombia, the agent model operates through credit lines offered by each financial institution to its agents. The agent uses this credit line
up to the risk limit defined by the financial institution, which is equivalent to the maximum amount of cash it can have in the cash register
at a given time. Whenever withdrawals or money transfers are made, the credit line opens, but once the agent reaches its limit, it cannot
continue performing transactions until such money is deposited at the nearest branch of the financial institution it represents. (CGAP,
February 2013, pages 5 and 6)
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TABLE 5A.NUMBER OF AGENTS BY POPULATION SIZE

Population Size

Dec-2008 | Dec-2009 | Dec-2010 | Dec-2011

Dec-2012

Dec-2013

0- 10,000 inhabitants 234 294 380 487 794 1,690
10,001 - 50,000 inhabitants 650 835 873 1,331 2,526 5,636
50,001 - 100,000 inhabitants 202 242 254 488 1,055 2,155
More than 100,000 inhabitants 3,794 4,247 8,197 17,632 29,834 39,700

TABLE 5B. NUMBER OF AGENTS BY TYPE OF MUNICIPALITY

Type of Municipality Dec-2008 Dec-2009 Dec-2010 mm

Urban 3,877 4,343 8,294 17,845 30,307 40,555
Rural 1,003 1,275 1,410 2,093 3,902 8,626

4,880 m 9,704 19,938 m 49,181

Source: SFC (Form 398) and BdO. Including SES cooperatives

Nevertheless, agents” coverage in rural areas has increased significantly over the last three (3) years, with an
average annual growth rate of 85%;in 2013, the growth rate was 121%, given that 4,724 agents were opened
that year in rural areas.In 2008 and 2010, Banca de las Oportunidades promoted the opening of 187 agents in
rural municipalities through monetary incentives offered to the entire financial sector.

TABLE 6. GROWTH OF AGENTS BY POPULATION SIZE

Population size Growth
2012-2013

0- 10,000 inhabitants 113%
10,001 - 50,000 inhabitants 123%
50,001 - 100,000 inhabitants 104%
More than 100,000 inhabitants 33%

Source: SFC (Form 398) and BdO. Including SES cooperatives

Urban coverage continues to grow at a slower pace: in 2013 it grew 34% while in prior years it had
recorded growth of 91%, 115%, and 70%, respectively.

# of branches

1.1.2 Branches:

As of December 2013, the number of branches reached 7,602, located in 873 municipalities, which
means that this type of PoA covers 79% of the national territory. Most of them, 5,398, are bank branches;
equivalent to 71% of the total. The 164 SES cooperatives had 735 branches (10% of the total), while the 6
SFC cooperatives had 212 branches (2%). The cooperative sector accounts for 12% of the total number
of branches.The 22 financing companies have 657 branches (9 % of the total), and the ONGs have 600
branches (8% of the total).

CHART 6. TOTAL BRANCHES BY TYPE OF FINANCIAL INSTITUTION

8%

& Banks

9% & Financing Companies
0

« SESand SFC Cooperatives

& NGOs

Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs

CHART 7. TOTAL BRANCHES BY TYPE OF FINANCIAL INSTITUTION

8,000
7,500 7,602

7,000

6,419 6,438
6,500 6,191

6,000 —_—
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Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs
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1.2 POINTS OF ACCESS BY TYPE OF INTERMEDIARY

Both banks and cooperatives have the four types of PoA, while the financing companies do not use
ATMs, and the NGOs reach the population only through branches. 83% of bank PoA are POS, while
agents account for 11%. In the case of Financing Companies, 83% of PoA are agents and 13% are
branches. Lastly, the PoA of Cooperatives and NGOs are concentrated in branches. The NGOs are not
authorized to operate though agents due to the nature of their business. Since they have specialized in
placing microcredit, they require specialized consultants who are usually directly associated to the NGO
because it is not easy to outsource this type of service.

The average annual growth in the number of branches is only 3.8%, which is far lower than the growth
of other PoA.This is partly explained by the greater investment required to open a new branch, not only
in terms of physical and technological infrastructure, but also in terms of the required human resources.

Banks were the intermediaries that most increased their branch network, by adding 296 new branches,
followed by the NGOs with 145.

TABLE 7.NUMBER OF POINT OF ACCESS BY
TYPE OF FINANCIAL INSTITUTION

BANKS
D o e o b s v
of access
Branches 4,419 4,487 4,518 4,921 5,102 5,398
Agents' 4,880 5617 9,556 16,157 27,376 38,457
Automatic tellers - ATM 8,575 9,229 10,082 10,834 12,227 13,640
POS% 111,393 | 136,447 156,408 166,401 219,513 298,546

SES AND SFC COOPERATIVES
e oo o o o
of access
Branches
Agents - 1 6 11 31 36
Automatic tellers - ATM 2 30 32 40 38 39
POS 268 262 468 33 32 32
ot ioes | taev | 1334 | s0s | 993 | 1054
NGOs
UL o i o oo s e
of access
Branches
Agents = = = - - -

Automatic tellers - ATM - = - - - -

POS - - - = - -
| ToTAL_ | se1 | es6 635 279 455 600 |

Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs

In the case of agents, both banks and financing companies have displayed substantial growth by
establishing 3,386 new agents during the last year.

Agent growth (51.4%) in the last year is explained by the fact that more financial institutions are using
this channel,and those that had been using it significantly increased their number; for example, Banco
Agrario increased from 302 agents in 2012 to 6,410 agents as of December 2013. The table below

displays similar growth for other entities.

[ TOTL 1207 155780 ts0se4 198313 264318 | 356041 |

FINANCING COMPANIES

of access

TABLE 8.FINANCIAL INSTITUTIONS THAT ESTABLISHED AGENTS
FORTHE FIRST TIME AND INSTITUTIONS THAT MOST
EXPANDED THEIR AGENT NETWORK

Branches Financial Institution m
Agents - - 142 517 759 4,145 OPPORTUNITY INTERNATIONAL, Financing Company 211
Automatic tellers - ATM - 15 13 15 16 = MI PLATA, Financing Company 96
1,871 1,665 415 173 ;
MICROEMPRESAS DE COLOMBIA, SES Cooperative 32
TOTAL 1,027 1,784 4,975
—mm-m-- COOPERATIVA FINANCIERA DE ANTIOQUIA SEC Cooperatie )

19. Adjusted data deducting 6,043 agents shared by Citibank and Banco Colpatria
20. Including ATM and POS own and managed by ASPPBV

39
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Financial Institution

BCSC 2,738 6,626
BANAGRARIO 302 6,410
BANCO DAVIVIENDA S.A. 653 4,440
GIROS Y FINANZAS 39 3,082
BBVA 250 1,218

Source: SFC (Form 398) and BdO. Including SES cooperatives

CHART 8.BRANCHES AND AGENTS BY DECEMBER 2013

BANKS NON-BANKING FINANCIAL INSTITUTIONS
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Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs)

It is important to point out that the transformation of the cooperative Coomeva and the financing
company Falabella into banks has generated abrupt changes in the trends in terms of the number of
some types of PoA.These changes have been particularly observed through the decrease in number of
POS of the financing companies, associated with Falabella turning into a bank, and the decrease of POS
in the financing companies Finamérica and Tuya during 2013.

1.3 POINTS OF ACCESS INDICATORS BY POPULATION AND AREA
The evolution of PoA for each 10,000 adults and for each 1,000 km? is discussed below:

The indicator related to 10,000 adults is of a demographic nature and shows the number of available
PoA in proportion to the number of adults; a high indicator means that there is greater coverage and
that the average number of adults covered by each point is lower. The 1,000 km? indicator intends to
indicate the approximate average distance between a potential customer and the nearest PoA; the
higher the indicator, the shorter the distance the users have to travel to access financial services.

According to DANE population forecasts for Colombia, in 2013, there were 31,567,635 adults, distributed
in 1,102 municipalities including San Andrés?' ,and the total area of the national territory is 956,266 km?22 .

21. San Andrés was no longer considered a municipality as per Act 1a./72. Nevertheless, it is taken into account for statistical purposes. -
Resumen Division Politico-administrativa de Colombia 2012http://190.25.231.237/dvpbuscar/dvpbuscar.html
22. Not including the areas of other administrative units of the country that are not municipalities.

By correlating PoA information with demographic and area data, it was found that there were 114.9
PoA for each 10,000 adults as of December 2013.This indicator displayed growth of 147% compared
to 2008 and 32% compared to 2012.The greatest coverage is provided by the POS and is equivalent to
94.6 for each 10,000 adults, followed by 13.5 for agents, 4.3 for ATMs, and 2.4 for branches. It is evident
that the level reached on the latest date has been driven by the growth of POS and agents.

TABLE 9. NUMBER OF POINTS OF ACCESS FOR EACH 10,000 ADULTS -
TOTAL FINANCIAL INSTITUTIONS

mmm

Branches

Agents 1.7 1.9 3.3 5.5 9.1 13.5

Automatic tellers - ATM 3.0 3.2 34 3.6 40 43
39.6 47.4 52.8 54.9 71.0 94.6

ot ies | sar | eis | eas | sss | s

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs)

Similar performance can be observed for the PoA indicator for each 1,000 km2: it grew by 99.3 PoA,
equivalent to 36%. Coverage as of December 2013 by type of PoA is displayed below:

TABLE 10. NUMBER OF POINTS OF ACCESS FOR EACH 1,000 KM2 -
TOTAL FINANCIAL INSTITUTIONS

| Dosotponieticen | pecions owciow pecavio peion oz oo

Branches

Agents 5.1 5.9 10.1 17.4 294 444

Automatic tellers - ATM 8.9 9.7 10.6 114 12.8 14.3
118.4 144.2 164.0 173.9 229.2 3114

mm

Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs

1.4 PRESENCE OF FINANCIAL INSTITUTIONS BY MUNICIPALITY

This section analyzes PoA coverage by type of municipality and population size for branches and agents,
since ATM and POS information is only available at the national level and not by municipality.

50% of the municipalities have a population of between 10,001 and 50,000 inhabitants; combined they
have 7,490,848 adults representing 67.7% of the total area. The municipalities with population greater
than 100,000 inhabitants concentrate 62.4% of the adults.
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TABLE 11.PARTICIPATION (%) OF THE ADULT POPULATION, 30 Agents
2
AREA IN KM2 AND NUMBER OF MUNICIPALITIES BY POPULATION S 23
SIZE BY DECEMBER 2013 ST 15
i | |
Population size Adult population m Municipalities E,,g‘ 5 ll l
0 o | — - — -
- [0) [0) o)
10,000 inhabitants s 200 ol 0-10,000 10,001-50,000 50,001-100000 | More than 100,000 oL
10,001 - 50,000 inhabitants 23.7% 67.7% 50.2% inhabitants inhabitants inhabitants inhabitants
_ i i 0 0 0 @Dec-2008 1.51 091 0.87 2.15 1.70
50,001 - 100,000 inhabitants 8.7% 8.6% 5.8% oDec-2000 1’87 116 103 235 19
More than 100,000 inhabitants 62.4% 7.5% 5.5% @Dec-2010 242 1.19 1.05 444 3.26
0 »Dec-2011 3.08 1.80 1.94 9.31 6.56
TOTAL 100% 100% 100% @Dec-2012 4.96 3.39 4,05 15.44 11.04
Source: DANE and BdO calculation @Dec-2013 10.48 7.52 7.82 20.14 15.58
During the last years, average coverage through branches for each 10,000 adults has remained stable at
close to 2.2 branches with slight growth during the last year. There are 2.3 branches for each 10,000 adults Branches and Agent
in the municipalities with populations of less than 10,000 inhabitants and 2.7 branches for each 10,000 E 25 anches andngents
adults in cities with more than 100,000 inhabitants. }g’u‘é 2
o
T o
In terms of number of agents for each 10,000 adults, it has increased 9-fold in the last 5 years, from 1.7 §§ 15
in 2008 to 15.6 in 2013; during last year, the increase was 41%. This increase was more significant in S5 10
municipalities with populations of less than 100,000 inhabitants, where the indicator doubled, while the s g 5 ' ' '
growth in cities with populations greater than 100,000 was 30%, from 15.4 to 20.1. Consequently, agents’ s 0 H
coverage for each 10,000 adults reached 20.1 in the cities with more than 100,000 inhabitants; this level .Oh-1k()).,000 1_()’?10;_50’000 59’(:101;00’000 Mo.re}: ?)n 100,000 TOTAL
doubles the coverage in the other municipalities, where this indicator is 10.5 in towns with less than @ Dec-2008 : a43|t6ants : azitgants : a22|t5ants : a45|t9ants 3.87
10,000 inhabitants, 7.5 for those with populations between 10,000 and 50,000, and 7.8 for cities with ® Dec-2009 439 291 244 4.80 412
50,000 to 100,000 inhabitants. @ Dec-2010 5.02 291 246 6.83 5.42
_ , _ _ y » Dec-2011 5.12 328 3.46 11.80 8.69
This trend may reflect the search for a sufficient number of potential customers to achieve profitability @ Dec-2012 703 4.99 583 18.08 1333
goals. This observation contributes to explain why opening new agents in municipalities with lower @ Dec-2013 12.79 9.30 9.72 22.87 17.99

population density has required the support of the public sector through subsidies and co-financing
mechanisms. Despite the Government’s support, in many of these initiatives the established goals have
not been achieved in terms of transaction numbers.

CHART 9.COVERAGE THROUGH BRANCHES AND AGENTS FOR EACH
10,000 ADULTS BY POPULATION SIZE

Branches

1.5
> 1.0
0.5
0.0 — = = =

Branches per each
10,000 adults

0-10,000 10,001-50,000 50,001-100,000 More than 100,000 TOTAL
inhabitants inhabitants inhabitants inhabitants
®Dec-2008 2.85 1.58 1.38 244 2.16
®Dec-2009 2.52 1.75 1.40 245 2.20
@Dec-2010 2.59 1.72 1.41 2.39 2.16
wDec-2011 2.03 1.47 1.52 248 2.13
®Dec-2012 2.07 1.61 1.77 2.64 2.29
®Dec-2013 2.31 1.77 1.89 2.73 241

Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs)

The same trends described in the population indicator (PoA for each 10,000 adults) have been observed
in the geographic indicator (PoA for each 1,000 KM2). As the following tables show, the municipalities
with populations greater than 100,000 inhabitants have 74.8 branches and 561.9 agents for each 1,000
km?2; this is much higher than the indicator observed in municipalities with smaller populations.

The effort to improve coverage levels through agents in municipalities with smaller populations is
evident in the growth displayed by the geographic indicator, which doubled in the last two years
(from 5.1 to 10.9,from 3.9 to 8.7,and from 13.2 to 26 in the municipalities with population densities of
between 0 to 10,000, 10,001 to 50,000,and 50,001 to 100,000 inhabitants, respectively.) In contrast, the
growth observed between 2012 and 2013 in the municipalities with more than 100,000 inhabitants
was barely 33%, from 414.7 to 551.9.
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CHART 10. COVERAGE THROUGH BRANCHES AND AGENTS

FOR EACH 1,000 KM= BY POPULATION SIZE

The following aspects stand out from the analysis of the evolution of coverage through branches
and agents by type of municipality:

. Significant progress has been achieved in terms of national coverage, given that between 2008
and 2013 the number of municipalities without presence of any type of financial institution
dropped from 70 to 3; and two of these non-covered municipalities have very low population
density (less than 10,000 inhabitants.)

ll. Despite the larger financial effort required to open new branches, 33 municipalities served
exclusively by this type of PoA were identified, 14 of which were in the lower population density
range (less than 10,000 inhabitants.)

A substantial number of municipalities, 265, are served exclusively by agents; of these, close to
70% (182) have less than 10,000 inhabitants. This aspect reveals the power agents have to take
financial services to the smallest towns and, at the same time, points out the need to potentiate
them through the development of products adjusted to these towns' needs and by diversifying
the services provided.

IV. Another interesting indicator arises when considering low population municipalities located in
the two lower ranks of population density, between 0 and 10,000 inhabitants and between 10,001
and 50,000 inhabitants,and which have access to both branches and agents simultaneously. While
in 2008, there were 67 and 293 of these, by the end of 2013 those numbers increased to 229 and
445.This confirms that, although initially financial institutions may not find these municipalities
attractive due to their reduced potential market size, once the entities are more familiarized
with them they identify business opportunities that lead them to move beyond having not only
agents, but also to open a branch, resulting in the improvement of the services rendered to the
inhabitants.

CHART 11.TYPE OF COVERAGE OFFERED BY BANKS

December 2008
[————————

100% —
90%
80%
70%
60%
50%
40%
30%
20%
10%

0%

i

0- 10,000 inhabitants | 10,001-50,000 inhabitants|50,001-100,000 inhabitants |More than 100,000 inhabitants
@ |Branches and
Agents 67 293 53 57
@ [Only Agents 133 83 1 2
@ Only Branches 167 174 2 0
® No coverage 57 12 1 0

Branches
= 80.00
§ 70.00
5 E 6000
250,00
ES 40.00
S = 30,00
S 20.00
o« 10.00
0 S — N O '
0-10,000 10,001-50,000 50,001-100,000 More than 100,000 TOTAL
inhabitants inhabitants inhabitants inhabitants
» Dec-2008 3.05 1.69 4.27 60.88 6.45
® Dec-2009 2.79 1.88 436 62.50 6.69
® Dec-2010 2.88 1.89 4.27 62.43 6.71
® Dec-2011 2.07 1.67 4.78 65.31 6.76
® Dec-2012 214 1.84 578 70.95 7.40
@ Dec-2013 2.39 2.05 6.30 74.79 7.92
t Agents
4
S 600.00
< 500.00
5 400.00
©
@ 300.00
£ 200,00
S 100.00 '
< 0 = i
0-10,000 10,001-50,000 50,001-100,000 More than 100,000 TOTAL
inhabitants inhabitants inhabitants inhabitants
o | Dec-2008 1.61 0.97 2.69 53.71 5.09
@| Dec-2009 2.07 1.24 3.21 59.92 5.86
@ | Dec-2010 2.69 131 3.16 115.65 10.12
@®| Dec-2011 3.14 2.04 6.11 245.10 20.78
@®| Dec-2012 5.11 3.87 13.20 414.72 35.66
@| Dec-2013 10.87 8.68 26.01 551.87 51.27
5 Branches and Agents
= w700
35 600
%E 500
=S 400
52 300
$- 200
é‘:g 108 B , L
0-10,000 10,001-50,000 50,001-100,000 More than 100,000 TOTAL
inhabitants inhabitants inhabitants inhabitants
v | Dec-2008 4.66 2.66 6.95 114.59 11.54
@ | Dec-2009 4.86 3.13 7.57 12242 12.55
@ | Dec-2010 5.57 3.20 744 178.08 16.83
@ | Dec-2011 5.21 3.71 10.89 31041 27.55
@ | Dec-2012 7.25 5.71 18.98 485.67 43.06
@ | Dec-2013 13.27 10.73 32.31 626.66 59.19

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs
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December 2013

100%
90%
80%
70%
60%
50%
40%
30%
20%
10% T—

0%

0- 10,000 inhabitants |10,001-50,000 inhabitants | 50,001-100,000 inhabitants | More than 100,000 inhabitants
o |Branches and
Agents 229 445 63 61
@ |Only Agents 182 83 1 0
@ |Only Branches 14 19 0 0
@ |No coverage 2 1 0 0

Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs

The number of municipalities offering the people two access alternatives, both public and private banking,
has grown 129% from 428 municipalities with presence of both in 2008 to 981 PoA in 2013, thus adding
553 new PoA. Likewise, exclusive presence of public baking versus private banking has decreased by an
average of 73%.

As of December 2012, there were 14 municipalities without the presence of banks. An important effort
has been required to make it possible for 11 of them to have some type of financial presence; this issue
was worked on by Banca de las Oportunidades as it performed enquiries in these municipalities based
on the identification of commercial establishments in the area and on contacting the mayors and the
entities and coordinating with both of them to achieve opening of financial services.

TABLE 12. NUMBER OF MUNICIPALITIES WITHOUT FINANCIAL PRESENCE
BY POPULATION SIZE

Municipalities without any type Municipalities without bank
of financial coverage coverage (branches and Agents)

Population size Dec- | Dec- | Dec- Dec- | Dec- | Dec-
P 2008 2009 | 2010 2008 [ 2009 | 2010

— 10,000 inhabitants
10,001 - 50,000 inhabitants 9 5 3 6 6 - 12 7 3 6 8 1

50,001 - 100,000 inhabitants| - - - - - - 1 1 - - - -
More than 100,000 inhabitants

w7 a6 110 170 5 6 11 3]

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs

A complete coverage analysis also requires observing the municipalities that have the presence of at least
one financial institution and the people that live there. In this respect it must be highlighted that, out of
the total of 1,102 municipalities in Colombia, 99.9% (1,101) have at least one financial institution, counting
NGOs, as of December 2013.

Nevertheless, if only data from banks is analyzed, including branches and agents, financial coverage is
lower, given that there were 3 municipalities without the presence of banks in 2013, which implies that
1,099 (99.7%) municipalities had bank services available. The growth in terms of bank coverage between
2008 and 2013 by municipality population size has been the following: 15% in municipalities with
population between 50,001 and 100,000 inhabitants; 14% in municipalities with population between 0
and 10,000 inhabitants.

CHART 12.PERCENTAGE OF MUNICIPALITIES WITH
BANKS BY POPULATION SIZE

99.53% 98.25% 100%

86.56%

% Municipalities with presence
of banking entities
O
o
X

0- 10,000 inhabitants 50,001 - 100,000 inhabitants
Year

" Dec2008 Y Dec2013

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs

As indicated earlier, we can say that almost the entire national territory has coverage, considering that
99.9% of the municipalities have at least one financial institution and that 99.998% (31,566,879 adults) live
in a municipality where at least one bank is present. As of end-2013, T municipality out of 1,102 did not
have presence of any financial institutions, which means that 756 adults do not have face-to-face access.

TABLE 13.POPULATION OF MUNICIPALITIES WITHOUT
FINANCIAL PRESENCE (NUMBER OF ADULTS)

mlmmm

- 10,000 inhabitants 97,366 88,296 5,510 13,948 9,773
10,001 - 50,000 inhabitants 84,437 50,658 27,009 61,814 60,410 -
50,001 — 100,000 inhabitants - - - - - -
More than 100,000 inhabitants

o isiaos iaesa | 32815 | 75762 | 70183 756

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs
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The municipality that does not have presence of any financial institution as of December 2013 is Jordan
Sube, whose characteristics have been summarized in Table 14:

TABLE 14. MUNICIPALITY WITHOUT PRESENCE OF FINANCIAL SERVICES

Department Municipality Lt ;;,c;;;t::a:;gn 211 m
‘ ‘ 756 ‘ 33 ‘

| Santander JORDAN SUBE

The municipalities not having financial presence of banks are:

TABLE 15. MUNICIPALITIES WITHOUT PRESENCE OF BANKS

(BRANCHES AND AGENTS)
Total
Department Municipality | population> | Areain Km?
18 years old
Narifio IMUES 4,402 86
Narifo ROBERTO PAYAN 11,795 1,342
Santander JORDAN SUBE 756 33

Out of the three municipalities without presence of banks, two (Imués and Roberto Payan in Narifio) only
have presence of NGOs.

The distribution of credit institutions” branches and agents by population size displays a greater
concentration of PoA in municipalities with more than 100,000 inhabitants, with 5,380 branches (71%
of the total) and 39,700 agents (81% of the total). Nevertheless, 11% (5,636) of the agents are located in
municipalities with populations of between 10,001 and 50,000 inhabitants.

CHART 13.TOTAL NUMBER OF BRANCHES AND AGENTS
BY POPULATION SIZE (DECEMBER 2013)

45,000
40,000
35,000
30,000
25,000
20,000
15,000
10,000

39,700

5,636 5,380
3001 375 1,600 1,328 52 24> .

Number of branches and agents

0-10,000 10,001 - 50,000 50,001 - 100,000 More than 100,000
inhabitants inhabitants inhabitants inhabitants

Population size

' Branches Y Agents

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs

84% of Banco Agrario’s branches (622) are located in municipalities with less than 50,000 inhabitants. This
trend is related to the fact that one of the main mission objectives of this financial institution is to bring
financial services to the rural sector to finance agriculture, livestock, fishing, forestry, and agro-industrial
activities?. Out of the private sector branches, 90% (4,172) are located in municipalities with more than
50,000 inhabitants,and it is there where the greatest increase was found in the period of the study.

CHART 14A.BANKS  BRANCHES BY POPULATION SIZE

BANCO AGRARIO'S BRANCHES BANKS BRANCHES
(OTHER THAN BANCO AGRARIO)

4,656

3,889 3,679
3,151
320 459 283
B 5 geeofl Saeng

0-10,000 10,001 -50,000 50,001 - 100,000 More than TOTAL 0-10,000 10,001 - 50,000 50,001 - 100,000 More than TOTAL
100,000 100,000
inhabitants inhabitants

mi Dec-2008 ms Dec-2009 Dec-2010 Dec-2011 m Dec-2012 m Dec-2013

Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs

CHART 14B:BANKS"  BRANCHES (WITH AND WITHOUT BANCO AGRARIO)
BY POPULATION SIZE (DECEMBER 2013)

450 393 3889 4,500
!
o 400 4,000 =
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< 300 3,000 =
S 250 229 2,500 -
o ’ i
= T Ts0 £
s ! S
100 50 1,000 S
459 70 5
50 25 o 500 S
0 ————

0-10,000 inhabitants 10,001 - 50,000 inhabitants 50,001 - 100,000 inhabitants  More than 100,000 inhabitants

s Branches - Banco Agrario (2013) L.l Bank Branches - Without Banco Agrario (2013)

Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs

On observing the agents information, we find that the trend both in private and public banking is to
concentrate the largest number of agents in municipalities with more than 100,000 inhabitants.

23. http://www.bancoagrario.gov.co/acerca/Paginas/default.aspx
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CHART 15.AGENTS (WITH AND WITHOUT BANCO AGRARIO) BY
POPULATION SIZE (DECEMBER 2013)
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Source: SFC (Forms 398,322, and 444) and BdO. Including SES cooperatives and NGOs

Out of the 600 branches that NGOs have in place as of December 2013, 34% (206) are located in
municipalities with populations between 10,000 and 50,000 inhabitants. Out of the new 145 branches
opened in 2013, 30 were opened in municipalities with less than 10,000 inhabitants, a four-fold increase,
and 68 were opened in municipalities with populations between 10,000 and 50,000 inhabitants,
equivalent to growth of 49%.The NGOs are only able to offer microcredit and consequently do not offer
deposit products.

CHART 16.NGOS" BRANCHES
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As mentioned above, the service that NGOs render is complemented with 2,128 mobile consultants offering
microcredit financial services in 26 departments and in 386 municipalities in such a way that while residing
in a specific municipality, they can travel to other municipalities to visit potential customers; 52% of the
municipalities where they perform their job have between 10,000 and 50,000 inhabitants.

TABLE 16. PRESENCE OF MICROCREDIT NGO MOBILE CONSULTANTS

. . Number of mobile Number of -
Population size Ao Porcentaje
consultants municipalities

0 - 10,000 inhabitants 99 69 18%
10,001 - 50,000 inhabitants 507 202 52%
50,001 - 100,000 inhabitants 312 56 15%
More than 100,000 inhabitants 1,210 59 15%
TOTAL 2,128 386 100%
Type of municipality

Urban 1,315

Rural 813

TOTAL 2,128

Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs

In terms of cooperative coverage, with 947 branches in operation as of December 2013, 541 (57%)
are located in cities with populations greater than 100,000 inhabitants, and 254 (27%) are located in
municipalities with populations between 10,001 and 50,000 inhabitants. The 55 new branches that
opened during the last year were in municipalities with less than 100,000 inhabitants. The decrease
observed in the number of branches in 2011 is due to Coomeva turning into a Bank.

CHART 17.COOPERATIVES  BRANCHES
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Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs

In general, branches and agents continue to be concentrated in urban municipalities of the country with
40,555 agents (82% of the total) and 8,626 branches (73% of the branches in the country). Likewise, the
PoA indicator for each 10,000 adults in the urban sector is 22.5 while in the rural sector it is 9.7, and the
coverage for each 1,000 km2 for the urban sector is 555.1 while for the rural sector it is 12.2.

The above trend is in spite of having achieved improved coverage in the rural sector, as displayed in the
growth of the PoA indicator for each 10,000 adults, which grew 83% between 2012 and 2013 and 257%
in the whole period from 2008 to 2013, while PoA growth per 1,000 km2 was 86% during the last year and
287% in the whole period studied.
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CHART 18. TOTAL BRANCHES AND AGENTS (DECEMBER 2013) The analysis of coverage indicators at the departmental level indicates that the number of departments
with more than 11 PoA for each 10,000 adults increased three-fold from 5 (15%) in 2012 to 15 (47%) in
2013 (excluding Bogotd), which presented a growth of 200%. In 2012, 14 departments (43%) had an
40,555 indicator lower than 5 PoA for each 10,000 adults, while in 2013, only 3 departments (9%) had an indicator

Urban lower than 5 PoA for each 10,000 adults.

TABLES 18A AND 18B.POINTS OF ACCESS FOR EACH 10,000 ADULTS
(HIGHERTHAN 11)

Municipality type

Rural 2012
2,042 Total Coverage Coverage Each
Department population without each 10,000 1.000 KM?
0 5,000 10,000 15000 20,000 25,000 30,000 35000 40,000 45000 2012> 18 \\[c{o] inhabitants !
# of POA .
@ Agents @ Branches Atlantico 1,592,815 3,388 2,890 18.1 853
Source: SFC (Forms 398, 322, and 444) and BdO. Including SES cooperatives and NGOs Santander 1:397:570 301537 21228 15.9 73
Valle del Cauca 3,134,666 22,140 4,780 15.2 2159
The rural vocation of Banco Agrario is worth highlighting; it is a financial institution that has 89% of its Meta 587,089 85,635 853 14.5 10
branches in rural areas. On the other hand, 86% of this financial institution’s agents are concentrated in Risaralda 652,505 4,140 775 11.9 187.2
urban municipalities, which supplement its lack of presence in municipalities of this type. In contrast,
private banking is present mostly in urban municipalities through branches (86%) as well as agents (82%).
2013
The NGOs have 308 of their 600 branches in rural municipalities (51%). For their part, the SES supervised
cooperatives have 43% of their branches in rural municipalities and 71% of their agents in this type of Total Coverage Coverage Each
municipality. Department population Area KM? without each 10,000 1.000 KM?
2013>18 NGO inhabitants !
Lastly, financing companies and SFC supervised cooperatives have most of their POA in urban areas. Santander 1,415,856 30,537 3,384 23.9 110.8
TABLE 17.BRANCHES AND AGENTS COVERAGE Ssanladre 2;3,32(1) 4:,164400 1437514 ;1) Z 31207.61
BY TYPE OF MUNICIPALITY >aralc ' : ' : :
Meta 602,459 85,635 1,124 18.7 13.1
Banks without Valle del Cauca 3,190,262 22,140 5,761 18.1 260.2
EIEE A9"*"° Banco Agrario Atlént] 1,622,971 3,388 2,862 17.6 844.7
antico ,622, ; ; d :
m Branches | Agents | m Cundinamarca 1,739,719 22,605 2,992 17.2 1324
| R“:" | 1,328 ‘ 7,868 | 666 | 6.954 | | | Huila 718,532 19,890 1,110 154 55.8
Urban 4,070 37,132 3,990 31,596 5,536
Boyaca 845,010 23,189 1,292 15.3 55.7
TOTAL | 5398 | 45000 | 4,656 | 38590 —m e 028,043 22562 | 1393 150 so.1
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