FINANCIAL SUPERINTENDENCY OF COLOMBIA 


ANNEX 2: DISCLOSURE OF INFORMATION ON SOCIAL AND ENVIRONMENTAL ISSUES, INCLUDING CLIMATE RELATED ISSUES

Considerations

In development of the faculties provided for in the second paragraph of Article 5.2.4.1.1. and first paragraph of Articles 5.2.4.2.2. and 5.2.4.2.3. of Decree 2555 of 2010, the SFC herein indicates the applicable rules for the disclosure of information on social and environmental issues, including those related to climate change (hereinafter, climate related issues), by the issuers.

By virtue of the foregoing, it provides instructions regarding: (i) the classification of issuers according to their characteristics and size, (ii) the materiality criteria applicable to the disclosure of information on such matters, (iii) the specific content of the chapter devoted to practices, policies, processes and indicators in relation to social and environmental issues, including climate related issues, as part of the annual report, in accordance with the established classification, (iv) the definition of "material change" for the disclosure of the quarterly report on these matters, and (v) the deadlines for the submission of this information through the RNVE.

The annual report and the quarterly report shall be submitted through the RNVE in the following route: www.superfinanciera.gov.co > Supervised Industries > Interest of Supervised Entities > Procedures > Online Procedures and Submission of Information > Services, Option 3. Relevant information > Enter > Enter > Topic: annual report, or that which is subsequently determined for the submission of such information. In the "Summary" box, issuers must indicate the name of the report they are submitting.

 Scope

Issuers, including foreign companies registered in the RNVE, must disclose information on social and environmental issues, including climate related issues, in the periodic year-end report and in the quarterly periodic report, in the terms provided in this Annex. 

To this end, issuers should incorporate the information referred to in this Annex in a complete and sufficient manner, without making references to the content of other documents.

In any case, index funds are exempt from the application of the instructions contained in this Annex.

Classification of issuers

For the disclosure of the information referred to in this Annex, issuers shall be classified into the following categories:

(i) Group A Issuers: Issuers that are part of the MSCI Colcap belong to this category, and those that meet two of the following criteria as of December 31 of the immediately previous year: a) have assets greater than 3,8 million current legal minimum monthly wages (SMMLV, in Spanish); b) have annual income equal to or greater than 1,9 million current legal minimum monthly wages (SMMLV); or c) have a payroll equal to or greater than 1,000 employees. In no case shall trusts, collective investment funds, private equity funds and securitization schemes be considered Group A Issuers.

(ii) Group B issuers: Trusts, collective investment funds, private equity funds and securitization schemes belong to this category. 

(iii) Group C Issuers: Other issuers that do not comply with the characteristics of Group A Issuers, Group B Issuers and Group D Issuers belong to this category.

(iv) Group D Issuers: Belonging to this category are: a) issuers that are under temporary registration and b) issuers of pension bonds.


Materiality criteria in the disclosure of information on social and environmental issues, including climate related issues 

In development of the materiality criteria provided for in Article 5.2.4.1.2. of Decree 2555 of 2010, for the disclosure of information referred to in this Annex, issuers must also consider as material information that is related to the current and future impacts, positive and negative, generated by social and environmental issues, including climate related issues, in the financial situation of the issuer (hereinafter, material information).

Annual report

In development of the provisions of Article 5.2.4.2.2. of Decree 2555 of 2010, the issuers must observe the following guidelines and minimum parameters in the disclosure of information on social and environmental issues, including climate related issues, in the chapter dedicated to practices, policies, processes and indicators in relation to these matters, within the annual report.

Disclosure of Information by Group A Issuers

Group A Issuers should include a brief description of the procedures implemented for the identification of material information in clear, simple and easy-to-understood language for the general public. Additionally, they must disclose the material information identified and the reasons that support its materiality.

In the event that after the application of the implemented procedures, Group A Issuers consider that no social, environmental or climate related issue is material information, they must include a description of the reasons that support these results both in qualitative and quantitative terms.

Group A Issuers must include information on climate related issues, in the terms of the recommendations of the Task Force for Climate Related Financial Disclosure (TCFD), or any framework or standard that replaces it. Notwithstanding the foregoing, it will be optional for Group A Issuers to use scenario analysis to describe the resilience of their organization's strategy to the different scenarios related to climate change.

[bookmark: _Ref88835237]Group A Issuers must include the following information related to social and environmental issues, other than climate related issues:

(i) The environmental and social metrics provided in the Value Reporting Foundation's (VRF) SASB Standards, or any standard or framework that replaces it, according to the industry to which they belong. In the event that they do not disclose any of the metrics pertaining to their industry, they should include the reasons behind that decision.

(ii) A qualitative description of the revealed metrics, which should include, as a minimum, an analysis of the following elements, in line with the provisions of the VRF’s SASB Standards, or any standard or framework that replaces it: a) the governance of the issuer in the face of the impacts, both positive and negative, generated by social and environmental issues, addressing the role of the board of directors, its committees and senior management in the assessment and management of these impacts; (b) the issuer's strategy for managing social and environmental issues in its business and financial planning; and (c) the identification, assessment and management of social and environmental risks.

Group A Issuers must disclose the information required under sub-section 5.1.3 of this Annex to their subordinates, if any. In any case, to comply with this instruction, Group A Issuers can choose which of them will disclose this information, for which they must include a brief justification of the reasons that support said selection. 

External verification

It will be optional for Group A Issuers to attach the opinion of an independent third party, for example, the fiscal reviewer or external auditor, on compliance with the instructions provided for in sub-sections 5.1.1., 5.1.2. and 5.1.3. of this Annex, as well as on the reliability, quality and relevance of the information reported. In this event, Group A Issuers must indicate, as a minimum, the following basic data of the independent third party: name or business name, registered address and main office address. Additionally, Group A Issuers must disclose the experience, certifications or any other element that accredits the suitability of the independent third party to issue said opinion.

The independent third party may be a natural person or legal person. 

[bookmark: _Ref89246561]Disclosure of information by Group B Issuers

Group B Issuers must disclose the explanation of the sustainability and responsible investment practices implemented by their manager, administrator, management agent or their equivalents within the framework of their functions. Such disclosure should include, as a minimum, the following aspects:

In the event that Group B Issuers decide to incorporate social and environmental issues, including climate related issues, into their investment policy, they must disclose how they do it, including their approach or strategy(ies) for the incorporation of these issues and how they respond to their portfolio objectives and their risk management practices.

Group B Issuers that: (i) have a name related to any of the social and environmental issues, including climate related issues, such as: sustainable, responsible, green or similar, or that aim to generate a positive social or environmental impact, or (ii) use social and environmental issues, including climate related issues, in the marketing of the product, should include an explanation of why the strategies used in their investment policy and process contribute to achieving social and environmental objectives, including climate objectives. Additionally, they must indicate whether they use a classification system or taxonomy in the definition of activities and eligible assets in the investment or project portfolio. For these purposes, Group B Issuers can use the Green Taxonomy of Colombia.

In the event that Group B Issuers do not comply or do not apply the situations mentioned in sub-section 5.2 above, they must indicate so. 

Disclosure of information by Group C Issuers 

Group C Issuers must disclose the information set forth in sub-section 5.1.1. of this Annex.

Moreover, it will be optional for Group C Issuers to include the information in sub-sections 5.1.2, 5.1.3. and 5.1.4. of this Annex.

Disclosure of Information by Group D Issuers

Group D Issuers may disclose the information included in sub-section 5.3. of this Annex. In the event that they do not do so, they must include a brief description of the reasons for their decision. 

 Term

Applicable term for Group A, Group C and Group D Issuers. 

Group A, Group C and Group D issuers must submit through the RNVE, within the annual report, the final version of the chapter dedicated to the practices, policies, processes and indicators in relation to social and environmental issues, including climate related issues, according to the instructions contained in this Annex, within 15 working days following the date: i) of holding the general shareholders’ meeting or of the body that replaces it, or ii) of submission to the competent state or territorial body, in the case of national public entities, foreign public entities and/or foreign governments.

Notwithstanding the foregoing, Group A, Group C and Group D Issuers must submit through the RNVE the draft chapter dedicated to practices, policies, processes and indicators in relation to social and environmental issues, including climate related issues, according to the instructions contained in this Annex, within 15 working days prior to the date of the general shareholders’ meeting or the body that replaces it.

The draft chapter dedicated to practices, policies, processes and indicators in relation to social and environmental issues, including climate related issues, will be submitted to the RNVE through the following route: Supervised www.superfinanciera.gov.co > Supervised Industries > Interest of Supervised Entities > Procedures > Online Procedures and Submission of Information > Services, Option 3. Relevant information > Enter > Enter > Topic: annual report, or that which is subsequently determined for the submission of such information. In the "Summary" box, issuers must indicate that this is the draft chapter on practices, policies, processes and indicators in relation to social and environmental issues, including climate related issues.

The cut-off date of the information is the day of the closing of the fiscal year of the immediately preceding year.

Applicable term for Group B Issuers 

Group B Issuers must submit through the RNVE, within the annual report, the final version of the chapter dedicated to practices, policies, processes, and indicators in relation to social and environmental issues, including climate related issues, according to the instructions contained in this Annex. This report with the respective chapter must be submitted no later than 90 calendar days following the closing of the issuer's fiscal year.

The cut-off date of the information is the day of the closing of the fiscal year of the immediately preceding year.

Quarterly report

In accordance with paragraph 1 of Article 5.2.4.2.3. of Decree 2555 of 2010, issuers must include within the quarterly periodic report a chapter dedicated to any material changes to the practices, processes, policies and indicators implemented in relation to social and environmental issues, including climate related issues, in the corresponding quarter.

For the purposes of the quarterly report, material change means new social and environmental issues, including climate related issues, that the issuers have identified as material information in the corresponding quarter, as well as material information that has ceased to be so, in application of the procedures indicated in sub-sections 5.1.1. and 5 .3. of this Annex.

In the event that there are no material changes, the issuers must indicate this in this chapter. 

Issuers must submit through the RNVE the material changes to the practices, processes, policies and indicators no later than within 45 calendar days following the last calendar day of the quarter that is reported. The information cut-off dates are March 31st, June 30th, September 30th and December 31st, of each year respectively. 

This document represents the best efforts of the Financial Superintendency of Colombia to provide an English version of the original regulation, which can be accessed through the SFC’s website. Therefore, it should not be considered an official translation.
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