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	Operational Requirements


	No changes have been introduced to these operational requirements since 1997.

	The Chilean financial services sector is partially compartmentalized, that is to say the institutions, domestic and foreign, authorized to operate as banks may not encroach on the insurance and securities business and vice versa.  However, subject to authorization from the Superintendency of Banks and Financial Institutions, domestic and foreign banks operating in Chile may set up subsidiaries, with their own capital, to supply other financial services in addition to their main line of business.  The main business of banks is accepting or receiving money from the public on a regular basis and granting money credits represented by securities or negotiable instruments or any other credit instrument.

 

In Chile, there is a local presence requirement to provide financial services, with the exception of the reinsurance activities.

In Chile, the insurance business is divided into two groups:  the first group comprises companies that ensure goods and property against the risk of loss or damage, while the second includes those that provide personal insurance or guarantee, within or at the end of a certain term, a capital sum, a paid-up policy or an income for the insured or his beneficiaries.  The same insurance company may not be constituted in such a way as to cover both categories of risk. Credit insurance companies, even though classified in the first group, must be established as corporations with the sole purpose of covering this type of risk, i.e. loss of or damage to the property of the insured as a result of the non-payment of a money debt or loan, being also permitted to cover guarantee and fidelity risks.


	

	Licensing and 

Qualification Requirements of Service Providers


	With the reform to the capital market introduced in 2001, banks can start operations with a paid-in capital of UF 400,000 (US$ 11.2 million in March 2004), with no required date to reach the minimum of UF 800,000. However at the same time they have to comply with a higher capital adequacy ratio if their paid in  capital is lower than UF 800,000 (over 12% if their capital is lower than UF600,000; 10% if it is between UF600,000 and UF 800,000 and 8% if it is above UF800,000.


	According to the General Banking Act, founding shareholders of a bank must meet the following requirements:

a) Solvency. To have, as a group, a consolidated net worth equivalent to the projected investment and, whenever it is reduced to a lower value, inform of such a situation in a timely fashion.

b) Integrity. Absence of material or fraudulent or negligent conducts, which may place a risk to the stability of the entity whose establishment is proposed or the security of its depositors, to which end they will provide all the information regarding commercial activities and, especially, with respect to banking or financial administration in which they have participated. The existence of the fraudulent or negligent conducts previously indicated shall also be taken into account when a shareholder attempts to control 10% or more of a bank’s capital.

Minimum required paid-in capital is UF 800,000 (aprox. US$ 22.3 million in March 2004).

In the case of insurance companies, the minimum required paid-in capital is UF 90,000 (aprox. US$ 2.5 million in March 2004).


	

	Foreign Entry


	
	To operate in Chile, banking companies must be legally constituted as corporations according to Chilean Law, and obtain an authorization from the Superintendency of Banks and Financial Institutions.  Foreign banking institutions may only operate through share-holdings in Chilean banks established as corporations, subsidiaries and branches.  They can also operate in Chile through a representative office but such offices cannot supply banking services

Insurance services can be provided only by insurance corporations established in Chile for the exclusive purpose of developing this line of business, either direct life insurance or direct general insurance.  In the case of general credit insurance, they must be established as insurance corporations with the exclusive purpose of covering this type of risk.  Insurance corporations can be legally constituted only in accordance with the provisions of the law on corporations.  Insurance may be taken out directly or through insurance brokers who, to engage in that activity, must be enrolled in the Register maintained by the Superintendency of Securities and Insurance  (SVS) and must satisfy the requirements of the law.

Chile signed the Fifth Protocol to the GATS on Financial Services., thus making market access and national treatment commitments in banking, insurance and other financial services.


	

	Discriminatory Treatment/

MFN


	
	The banking companies established in Chile (Chilean Banks as well as subsidiaries and branches of foreign banks) are subject to the same rules of operation and supervision.  Among others, they are subject to the same capital requirements, credit limits, requirement of asset classification, and transparency obligations.  Their deposits are partially guaranteed by the State. 

 

Foreign insurance companies established in Chile are subject to the same rules of operation and supervision as Chilean companies.


	


