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Introduction  
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Published on April 4, 2013, the new 
Insurance and Bonding Institutions Law 
(new law) seeks to ensure that insurance 
companies have the solvency, stability and 
financial security to cover the obligations 
assumed with policy and bond holders. 

Julio 2, 2013 About the New Law – Oportunities beyond compliance 



PwC 

Beyond compliance. . . 

To meet the standards that market 
marks, today the insurance and 
bonding institutions require to 
institutionalize their government 
bodies, and to go beyond 
compliance, it is essential to give 
them life and real functions to 
each of the members of its 
corporate governance. 
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Main changes in the 
Insurance and Bonding 
Institution Law   
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Introduction 
Chronology of New Law  
 

• The new Law is to take effect 730 calendar days following publication thereof in the Official Gazette. 

• Through general provisions, the Commission will establish the terms and measures for insurance 
companies' gradual adoption of the regime to ensure they meet all capital solvency requirements 
(RCS by its acronyms in Spanish).  
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2010 April 4, 2013 April 4, 2015 

Period of gradual 
adoption Bill 

1935 

LGISMS (by 
its acronyms 
in Spanish) 

Publication  
of new law 

 

Effective date on 
which new law is to 

become effective 
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Structural changes 

Formerly - Ley General  
de Instituciones y Sociedades 
Mutualistas de Seguros (Mutual 
Insurance and Insurance 
Companies Law) 

Comprised of 147 articles  

 

Ley de Instituciones  
de fianzas (Bonding Institutions 
Law) 

Comprised of 130 articles  

 

Total number of articles 277 

 

New - Ley de Instituciones  
de Seguros y Fianzas (Insurance 
and Bonding Institutions Law) 

Comprised of 501 articles 

• 348 Regulate insurance and bonding 
activities 

• 103 Regulate specific insurance 
activities 

• 59  Regulate bonding activities 
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68% 

20% 

12% 
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What's new in the LISF? 

• The Corporate Governance is strengthened for a proper management and the 
Audit Committee emerges as the body responsible for overseeing compliance 
with internal regulations. 

• A Solvency Capital Requirement  emerges, eliminating the minimum 
guaranteed capital item and it also requires securing Admissible level of Own 
Funds to meet the solvency capital requirement. 

• Other regulatory aspects are incorporated as well: 

 It regulates, relations between financial institutions and the entities with 
which the former have economic or business ties.  

 It incorporates aspects of accounting and financial information, etc. 
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What's new in the LISF? 

Corporate 
Governance 

Solvency Capital 
Requirement 

Other regulatory 
aspects 
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What's new in the LISF? 

Corporate 
Governance 
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Corporate Governance 

Regarding to Corporate 
Governance, the new Law 
requires the creation of 
the following areas: 
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Internal 
Controller's 

office 

 

 

Internal Audit 

 

Actuarial Area 

Comprehensive 
Risk 

Management 
Unit (UAIR by its 

acronyms in 
Spanish) 
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Corporate Governance 

Must be independent to 
operational areas and subject 
to internal audit review. 

 

• The area is created with the 
institution's own resources. 

• A periodic auto-evaluation is 
required of risks and solvency. 
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Contraloría 

 

 

Auditoría 
Interna 

 

Actuarial 

Comprehensive 
Risk 

Management 
Unit (UAIR by its 

acronyms in 
Spanish) 
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Corporate Governance 

• The role of the Compliance controller 
disappears. 

• Controls must be designed, 
established and updated to ensure 
compliance of internal and external 
regulations. 

• To provide the Board of Directors 
with sufficient elements to evaluate 
compliance with the legal, regulatory 
and administrative provisions. 
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Internal 
Controller's 

office 

 

 

Auditoría 
Interna 

 

Actuarial 

Unidad de 
Administración 

Integral de  
Riesgo (UAIR) 
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Corporate Governance 

• The area is created with the 
institution's or the Group's 
resources. 

• The results and recommendations 
arising from the internal audit must 
be notified to the Institution's Board 
of Directors and Management. 
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Contraloría 

 

 

Internal Audit 

 

Actuarial 

Unidad de 
Administración 

Integral de  
Riesgo (UAIR) 
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Corporate Governance 

• Keep the Board of Directors 
informed on the reliability and 
reasonability of the calculation of 
technical reserves. 

• To contribute to risk modeling, 
which is the basis of the calculation 
of the solvency capital requirement. 
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Contraloría 

 

 

Auditoría 
Interna 

 

Actuarial Area 

Unidad de 
Administración 

Integral de  
Riesgo (UAIR) 
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Corporate Governance 
Advisory Committees 

Risk Investment Reinsurance Underwriting 
Communication  

and Control 

New Legislation 

Current Legislation 

Audit Investment Reinsurance Underwriting 
Communication  

and Control 
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Chairman 

Independent 
Advisor Advisor Advisor Secretary 

  

Must meet at least quarterly 

Corporate Governance 
Audit Committee’s organizational structure 
 
• Minimum 3 and maximum 5 members of the AC. 

• Can not be employees, directors, customers, suppliers 
or partners. 

• It's primary responsibility is to monitor compliance 
with: 

a) Corporate governance policies adopted by the Board of 
Directors. 

b) Internal and external audit activities.  

c) Compliance with legal and administrative requirements.  

d)  Propose the internal control system for approval of the 
Board of Directors. 
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Chairman 

Chief Executer 
Officer 

Head of Area Advisor 

 
 

Reinsurance 

Minimum 3 
members 

 
 

 

Communication 
and control 

Minimum 3 
members 

 

 
Underwriting  

Minimum 3 
members 

 

Investments 

• Minimum 5 members  

• Inclusion of a non-
voting member of the 
AC and head of the 
UAIR (by its acronyms 
in Spanish) 

Must meet at least monthly 

Corporate Governance 
Audit Committee’s organizational structure 
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Increase in obligations of 
the Board of Directors 
 

Is delegated a greater number of obligations to the Board of 
Directors, including among others:  

 Monitoring and evaluation of compliance with the Corporate 
Governance 

 Approval of policies 

 Implementation of actions to ensure the quality of financial 
information 

 Solvency capital requirement 

 Technical Reserves 

 Risks  

 Products 

 Investments 
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What's new in the LISF? 

Solvency  
Capital  
Requirement 
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Monthly 
calculation of 
the solvency 
capital 
requirement 
 

General formula  
(Article 236) 

 

Internal Model 
(Article 237) 

 

 
Verify and report to the Commission on all matters related to the 

calculation. 
. 

The Institution's 
board of 
directors are 
responsible for 
establishing 
control 
mechanics. 
 

Solvency capital requirement 
Calculation of RCS (by its acronyms in Spanish (Art. 233) 
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Institutions with internal model 
authorization can not use the general 
formula without authorization      
(Art. 239) 
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In pension insurance provided for in 
Social Security 
and Catastrophic Risk Laws, the 
calculation is performed solely  
in accordance with the general 
formula (Art. 234) 
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• Going Concern 

• Include all risks and responsibilities 

• Reserve for unexpected losses in terms of 
risks with a 99.5% trust level and horizon 
of one year or period according to its 
characteristics. 

• Cover technical risks 

• Cover additional risks 
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Unexpected 
loss 

Level of Trust  
99.5% 

Solvency capital requirement 
Considerations of the RCS (by its acronyms in Spanish, 
Art. 235) 
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Underwriting risk as a consequence of claims covered and of 
operating processes related to handling thereof.  

 
 
 

 

 

Death 
Longevity 
Disability 
Illness 
Morbidity 
 
Administration expenses 
 

 
Damage Insurance 

 

Life insurance 
 
Expiration 
Conservation 
Recoveries policy 
 
Extreme events 
 

 

 

 

Accident and illness 
insurance 
 
Epidemic 
 
 
Premiums and reserves 

 

 

 

Solvency capital requirement 
Insurers' technical risks 
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Solvency capital 
requirement 

Market Risk 
-  Interest rate 

-  Price index 

-  Exchange rates 

-  Price index 

Risk of 
mismatch 
between assets 
and liabilities 

Liquidity 
risk 
Advance or forcible sale 
of assets 

Credit Risk 
-  Default inpayment 

-  Noncompliance with contracts 

-  Accounts receivable from 
intermediaries 

Concentration 
Risk 
Inadequate diversification 

de assets and liabilities  

Operating Risk  
-  Legal 

-  Technological 

-   Strategic 

-   Reputational 

Capital solvency requirement 

Additional risks 
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• Application of the model during the last year on a consistent and permanent basis as 
pert of Risk Management. 

• During the two years following authorization of the internal model, Institutions must 
present the calculation with the general formula together with the calculation made as 
per their internal model. 

 

Application of 
internal model 

2013                2014                 2015                  2016                 2017 

April 4, 2015 
The LISF (by its 

acronyms in 
Spanish) goes 

into effect   

Development of 
the internal 
model  

Authorization of 
the internal 
model  

Determination of the capital 
solvency requirement based on 

the general formula and with the 
internal model   

Capital solvency requirement  
Internal model requirement 
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What's new in the LISF? 

Other 
regulatory 
issues 
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Other regulatory issues  
On business or equity ties 

The Institution 
must submit an 
annual transfer 

pricing study to the 
Commission.  

Consortium 

Business or equity ties 

Group of 
Companies 
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Dividend 
payment 

 
 
 

 

Assets Reserve 

 

 
 

 

Disclosure in the 
notes to the 
Financial 
Statements 

 
 

 
 

 
Variations of   
assets, liabilities,  
Capital and 
memorandum 
accounts 
 
 

Other regulatory issues 
Accounting Records and Financial Statements 
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With so many economic, regulatory, structural, and market challenges, many 
insurance institutions should reconsider the organizational culture. 

 

It is developing a culture more agile, innovative, risk aware and focused on the 
client that will become the main competitive differentiator in the new business 
environment. 

 

To address these challenges of transformation in the most effective, it's 
necessary to make a cultural change. 

 

Therefore, organizational culture based on the opportunities arising from 
this new way of managing the business, rather than limited to 
regulatory compliance, is undoubtedly one of the main competitive 
differentiators of insurance and bonding institutions. 

July 2, 2013 
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Conclusion 
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Faced with so many economic, regulatory, structural and market challenges, many 
insurance companies must consider their organizational culture.  

 

A more agile, innovative, risk-conscious and client-focused culture that will become the 
main competitive differentiator in the new business environment. 

 

In order to take on these transformation challenges more efficiently, cultural changes 
must be made. 

 

Therefore, the organizational culture will be based on taking advantage of 
opportunities arising from this new way of managing the business, rather 
than being restricted to regulatory compliance, and will undoubtedly be one of 
the main competitive differentiators for insurance and bonding companies.  
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Conclusion 
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Beyond compliance…  
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Beyond 
compliance 

Local / 
international 

best practices in 
the sector 

Management by 
processes 

Enterprise 
Project 

Management 
Office (EPMO) 

Migration 
actions 

Corporate 
information 
management 

Determination / 
Documentation 
discipline and   

Knowledge 
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PwC-Mexico 

At PwC Mexico, we understand the importance for you, of implementing the 

requirements of the New Insurance and Bonding Law, and we are at your 

service to assist you in this process. 

 

We have a team of specialists in the insurance and boding sector in each of the 
points involved in this change, from actuaries to corporate governance specialists, 
as well as with international experience in the implementation of Solvency II. 
 
 
The PwC firms help organizations and individuals create the value the need.  We are 
a network of firms with presence in 158 countries and 180,000 people sharing in the 
commitment to offer the best quality in our Audit, Tax-Legal and Consulting 
services .  
 
Learn all about us at:  www.pwc.com/mx 
 

© 2013 PricewaterhouseCoopers.  All rights reserved. 
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PwC-México 

Adriana Rubio 
Leader of the Insurance Sector in Mexico 
adriana.rubio@mx.pwc.com 
Tel: (55) 5263-5718 
 
Javier Zúñiga  
Insurance Sector Auditor 
javier.zuniga@mx.pwc.com 
Tel: (55) 5263-5810 
 
 
Nicolás Germán 
Insurance Sector Partner 
nicolas.german@mx.pwc.com 
Tel: (55) 5263-8536 
 
 
 
 

 
 
 

 

Mauricio Deutsch 

Financial Sector Consultant 

mauricio.deutsch@mx.pwc.com 

Tel: (55) 5263-6133 

 

 

Rodrigo Aburto 
Solvency II implementation specialist – 
Insurance Sector 
rodrigo.aburto@mx.pwc.com 
Tel: (55) 5263- 8618 
 
Héctor Macías   

Corporate Governance Specialist 

hector.macías@mx.pwc.com 

Tel: (55) 5263-5854 
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