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FONPET An Example To Follow

(FONPET: Fondo Nacional de Pasivos Pensionales de Entidades Territoriales)

Proposal for the finance of the subnational entities pension liabilities.
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InNTRODUCTION

A crisis arose In Colombia due to the lack
of coverage of pension liabilities by the
subnational entities, posing a risk on their
financial viability and the protection of the
elderly.

FONPET was created as an answer to
these serious problems , with excellent
results up to this date. The pension liabilities
have already been quantified and every
entity has allocated Its coverage funds In
FONPET.

FONPET s duties include collecting
and administering funds for the coverage
of pensions and allocating funds into the
accounts of every Entity. The Ministry of
Finance and Public Credit is in charge
of this project.

FONPET’s financing is obtained from
subnational tax revenue and from
required National contributions from
specific sources: The General System of
Shares, The General System of Royalties,
Coljuegos, etc., some of these established
In the 1991 Constitution.

MaTeRIaLs anD MEeTHODS

In order to quantify the pension liabilities
- unknown as of 1999 — the Ministry of
Finance and Public Credit was appointed
for the design of a unigue methodology
that should start with the reconstruction
of the work history records. For this aim,
two computer programs were created:

PasivoCol Is a system
for the retrieval and
validation of the entities
work history records; it
was distributed for free to the territorial
entities in Colombia.

PasivoNal system
guantifies pension
llabilities. Training,
technical assistance and received file
backups are performed on a permanent
basis. Other applications were also
developed to be easily used by the entities.

ReSULTS: FONPET Operation

FONPET consists of several steps: 1) Annual collection and updating of work history records, 2)
Quantification of pension liablilities, 3) Savings for the coverage of pension liabilities, and 4) Dissaving for
pension payments and for coverage of the 125% of pension liabilities, as shown in the following diagram.

ANNUAL COLLECTION AND UPDATING
Of the work history records of Colombian
Territorial entities using PasivoCol program.
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ACTIVE RETIREES PENSION RETIRED
EMPLOYEES OLD AGE OR DISABILITY BENEFICIARIES PERSONNEL

ACTUARIAL CALCULATION
OF PENSION LIABILITIES
of Colombian territorial
entities using the system
called "PasivoNal”.
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WITHDRAWAL OF FUNDS
by public entities to pay
other pension obligations
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SAVINGS TO AMORTIZE TRANSFERS

the pension liabilities
of Colombian territorial
entities.
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with this presentation at the 2014 ICA Congress. « turn are divided unicipaiities.

Total Departments = 32
Total MunicipalitieS = 1101
TOTAL Subnationals == 1133*
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* Entities with funds in FONPET
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Works Cited : Constitucion Politica de Colombia, 1991 (Colombian Political Constitution of 1991); Ministerio de Hacienda y Crédito Publico (Ministry of Finance and Public Credit), 2013; Departamento
Administrativo Nacional de Estadistica (National Administrative Department of Statistics), 2013; Law 549, 1999; Law 863, 2003; Evolucion y Perspectiva de las Reservas Pensiones Administradas por FONPET

(Evolution and Perspectives of Pension Reserves Administered by FONPET); Arias A., Gerlein E., Historias Laborales en la Seguridad Social (Work History Records in Social Security); OIT, 2013.

ConcLusions

The following charts show the advantages of the
FONPET project. As of December 2012, after 12
years of operation, the results are highly positive.
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estimate for all the entities has been in place since
the year 2000.

100% of the entities (1133)
reconstructed the work history
records of their employees

94% of the entities (1056) have

RECONSTRUCTED WORK HISTORY RECORDS AND ACTUARIAL
CALCULATIONS GENERATED
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35% of entities, approximately 396,
have their pension liabilities 125%
covered as required by regulations. Furthermore,
between 35 to 40 entities (3.5%) were allowed
to withdraw surplus funds and still maintain
125% covered.

The average level of pension liabilities
@ covered up to December 31st, 2012,
was 37%, represented by USD $16,804 Million
in FONPET funds and USD $44,876 Million in

pension liabilities, as can be seen in the
following chart.
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Source: Charts. Ministry of Finance and Public Credit

Note:
The information as of December 31, 2013 is in the process of being updated
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