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2016 REPORT OF THE BOARD OF DIRECTORS AND THE PRESIDENCY TO THE GENERAL MEETING OF
SHAREHOLDERS

Dear Sharehclders:

Pursuant 1o legal and statutory provisicns, it is a pleasure to present this management and suslainablity
reparl for the year 2016, which includes the most relevant achievements and perspeclives for 2017,

Generaling opportunities in population, enhancing  strengths  of  territories and improving  their
competiliveness, are some of the benefits ablained when planning the regions in an intelligent and
sustainable manner; this 15 the way in which Findeter has understood that it is the best way to bring *vision
into action.”

To this end, we have consahdated as the leading development bank for the construction of sustainable
territories, a fact that is reflected in the leadership that civil society has recognized upon Findeter. To the
extent that “£l Espectador” newspaper granted us the reward in the calegary, “Ethics and Corporate
Government”, last November,

On such a grounds, Findeter has contributed these lasl years to the sustainable developrent of the regions
by means of planning, pricritizaticn, funding and execution of projects that generate well-being and improve
the quality of life of the Colombian society.

To achieve lhese purpcses, the Company continued in 2016 the execution of the Mega-route 2018, {ramed
within the 2015 — 2016 Strateqic Plan, which incorparates two strategic approaches {or the growth of the
company in the shart and middle term as well as sustainahility and inncvaticn.

With respect to the outcomes of the year 2016, it is worthy 1o recognize that Findeter kept a disbursement
level exceeding COP 2.3 billion. Particularly, the Health sector was the one receiving the larger investment,
equaling 40% of the 1ctal of placements (COP 930 Billion, thanks to the health compensaled rate credit line,
with which 134 health institutions in 42 townships of the country have been supparted.

On the cther side, the gross portfclic grew to COP 7.8 billion growing 13.6% respect to 2015; a 0.14%
credit qualily, © basic points below the index recorded in 2015; and an income before taxes equaling CCP
80,317 millicn, a 86% growlh respect 1o 2015. These outputs show that the Company has dene a great
job 1o faver stability and Financial Sustainability,

The appropriate financial handling has been upheld in the strengthening of our fundraising sources through
multilateral banking, by means of credit lines approved for USD $600 million with Inter-American
Develgcpment Bank, disbursements conducted with BCIE Bank for USD $50 million, KRW Tor USD $100
millicn, and with commercial banks Tor USE 125 million in their equivalent toc COP. Additionally, we are
conducting procedures with the German Development Bank (KFW} Tor EUR 160 million,

Thanks to Findeter’s financial consolidation in the last years, the conhdence of our investors and interest
groups has heen reflected with the ratificaticn of the risk gualification in level "AAA (Caly and "F1+(Cal)’;
Slahle Perspective, by Fitch Ralings. Likewise, Colombia Stock Exchange (BVC, for its Spanish abbreviation)
renewed the “[ssuer Investor Relations IR” certificale with which Findeler mamtains the leadership as a public
financial entily, for its practices in disclosing information to the market and its relaticnship with its investors,

Likewise, the oulputs of the audit conducted in 2016 by the CGR, in regards to the year 2015 had very
satisfaciary results; on one side, canclusion of the account for 2015 was achieved and, on the ather side, the
rating of the cantrol body respect 1o management conducted in that fiscal year was 98.078 paints over 100,
which outlines 100 peints achieved in the financial management component,

As o sustainability, the Company continued progressing in each cone of its fundamental pillars
(envircnmental, sccial and economic) by means of programs such as “Sustainable & Compelitive Cities”,
“Emblematic Cities” and “Caribbean Diamond and Santanderes.” In 2016, we supported the national
territery in an integral manner, thanks to cur Territarial Development Integral Strategy by means of which
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solulians are outlined Lo transfarm regions into sustainable terrilories that support planning, prioritization,
funding and executicn ol projects.

The “Sustanable and Competitive Cilies” has been joined by 17 cities nationwide, where nine action plans
have been implemented y and progress has been made in the construction of other 8 This program has
moved COP 4.1 hillion in credits for integral and sustainable developrment of these territories.

Meanwhile, the “Emblematic Cities” program has heen joined by 31 municipalities of strategic relevance,
generating disburserments for more than COP 750,000 million. Likewise, the “Caribbean Diamend and
Santanderes” initiative concluded successTully with the identification of 65 key projects for this regicn.

Said investments aim at better developrment opporlunities and at promoting sustainable crtena. To this
effect, Findeter benefitted 3,400 children in several cities of the country by means of the socio-sparling
schools; likewise, it participation in the assembly of the photovoltaic solar system in the Housing Project
“Lorensa Marales™ in Valledupar is also outlined. 1L helped many families 1o reduce power costs as well as
emissicn of green hose gases.

Likewise, the Company has conlinued accompanying the national government in the execution of more than
742 housing projects such as " 100 thousand free houses” costing COP 8.2, In addition, it has supervised
the construction of about 51,000 houses in the "Priority Inlerest House™ initiative for holders of savings
accounts (VIPA, Tar its Spanish Abbreviation), by means of which 140 projects for more than 67,000 houses
have been enabled.

In the case of the “Water for Prosperily” Program, 246 projects costing COP 2.1 Billion have been supervised,
in the Social Infrastructure line, Findetler arrived o 285 projects in 128 municipalities funding about COP
833,000 million. These projects have benelitted more than one millicn people, generaling 54,235
educational spots and mare than 925.000 m? have been built,

As 1o administrative managemenl, it is important o outline that that the company provided training
averaging 15.6 hours/persen/menth, with 90% coverage. The organization conducted the assessment of
360° leaders, which allowed contributing ¢ its development aligned with then Sirategic Plan. Likewise, the
Family-friendly Company model was mamntained, it ranks Findeter as one of the best places Lo work in the
Colembian business group.

For 2017, we have planned deepening inlo funding state road plans, contributing to the improverment of the
Higher Education infrastructure and progressing in the health secler through credit lines for EPS (Health
Provider Company; regarding porllolio streamlining 1o the IPS {hospilals) and other line for the IPS
infrastructure. Another target seclor for Findeter is the one related to mobility projects, outlinng funding of
cable cars Tor which work is been conducied with the IDB, With these strategies it is expecled 1o disburse
around COP 1.9 bilhon

Strictly ahiding hy the provisions of the requlations in force, information contained in this document respect
to Financial Statements, oheys Lo criteria such as inteqrity, rights, obligations, valuation, presentation and
disclosure, duly verified and gathered frem accounting records of the Company, processed pursuant to
accounting rules and principles established in Colembia.

As o provisions of ltem 4 of Article 47 ol Act 222 of 1995 as modified by Article 1 ol Act 603 of 2000, we
nclify that Findeler complies with all rules on intellectual property and copyrights provided for in the
Colembian legislaticn.

Pursuant 1o Article 87 of Act 1676 of 2013, we cerlify that the Cempany did not hinder the free circulation
of invaices issued by vendor or service suppliers,

Finally, we slate that the results contained in this report are proofl. of the permanent and efficient work
conducted by all workers of the Company, Of Lhe suitability and professional commitment of the Board of
Directors. Cf the compliance of the presidential policy collaborating wilh the different Ministries. Of the
suppart and aclive participation of the commercial and multilateral banking and ather interest groups, meant
to provide techmcal and financial soluticns to the different sectars with a high social responsibility degree
that will he cantinucusly develeped during 2017,
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Ana Lucia Villa Arcila Luis Fernando Arboleda Gonzalez

Chairman of the Board of Directors President

ABOUT THE REPORT

This Findeter’s Management and Sustainabilily Report abides by the hasic principles and contents eslablished
by the G4 Guide of the Global Reporting Initiative o prepare sustainability reporls, with an Essential
Compliance Level and the sector supplement for Finandial Services has been applied upon it Data published
carrespond 1o the penod belween January 150 and December 315t 2016, We have been conducting this
transparence exercise since 2012 and, Tor second time we chose an online fermat 1o report to our interest
groups on the most relevant economic, sacial and environmental impacts of our activity.

The scope of this report was deflined based on the materialily analysis conducted, taking as a basis the
consults made upon interest groups and the GRI G4 aspects under which the material contents will be
presented. Malerial aspects analyzed this time vary and gel breaden in respect to those of the former report
thanks 1z a new more delailed materialily analysis.

Likewise, this repart complies with provisions established in ltem 4 of Article 47 of Act 222 of 1995 as
maodified by Article 1 of Act 603 of 2000, and Arlicle 87 of Act 1676 of 2013,
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1.2 Achievements and Recognitions
Achievements IN 2016
Follewing, we list same of the main achievernents of Findeler in 2016:

128% comphance of the 1otal goal of loan dishursements, with placernents amounting COP 2.3 hillien in 88
municipalities and 25 departments.

13.6% growth of the gross pertfolic respect 1o 2015, achieving an amaunt of CQOP 7.8 hillion,

Validation of technical and financial surveys of Lhe Public-Private Alliance for renewal, enlargement and
operation of “Colfisco Ef Carmpin™, which becomes the {irst Public-Private Alhance initiative of the territorial
and sacial type awarded in the country.

Caonsolidation and signature of four new agreements to render technical assistance service amcunting
appraximately COP 120,000 billion with entities such as “instituto Colombiano do Bicnestar Familiar (1CBF)”

"Agencia de Desarrollo Rural”, " Empresa tbaguerena de Acucducto y Alcantarillado (BAL™ and “Secrelaria
de Estado para Asuntos Economicos SECO (Swatzerland) / 1IDB”,

Completion of Acticn Plans in Sanla Marta, Villavicencio and Valledupar as to the Suslainable and
Compelitive Cities Program; and Maganque, Aracataca, Lorica and Barrancabermeja in the Emblematic Cities
Program.

3,400 vulnerable children were henefitted with the socic-sporting schacls program in partrership with Real
Madrid Foundation in six cities,

Commussianing of the first photovoltaic solar system in Priarity Interest Housing projects i the Housing
Project “Lorenso Morales” localed in Valledupar, implementing the cooperation agreement undersigned
with USAID, in representation of the US Foresl Service.

Accomplishment of external credits Amounting USD 325 million wath Multilateral Banking and International
Banks like the Inter-American Development Bank, the *Central American Econemic Integration Bank,
Citibank N.A and Bank of Takyo — Mitsubishi UFJ, LTD.

Negaotiation of cooperation funds amounting near € 17 million with entities such as NAMA Facility, French
Fund for the World Environment {FFEM, for its French ablreviation} and the Global Fund for the Environment
through 1DB.

Securitization of pertfolio of rediscount cperations amounting COP 233,900 hillien and Tundraising
amounting COP 3.24 hillion thraugh issuing Time Deposits in the local market

Implementaticn of an Integral Non-financial Risk System Lo manage operative risks as well as those regarding
infermation securily, business continuity, suppliers, laundering and terrorism funding under the same model
and methodology.

During 2016, training averaged 15.6 hoursfperson per month; as to measurement of the development
management for workers integraling innovative aspects such as cullure and crganizaticnal climate, skills and
improvement of the wark envirenment, went up from 73.4 in 2015 to 84.6 n 2016.
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Recognitions
“Issuer Investor Relations™

The Colombian Steck Exchange {BVC, for its Abbreviation in Spanishi renewed us the “lssuer Investor
Relalions™ recognition reflecting the good praclices as Lo Information Disclosure and Relationship with
invesicrs, This way, our Company is included in the list of the most transparent companies of the Colombian
Market and we remain as the First Public Financial Entity receiving this recognition.

Listed [
BvVC V: m

2016 ALIDE AWARD

2016 ALIDE Award in “Information, Technical Assistance and Social Responsibility” category with the "Waler
for Prosperity” program. In the context of the 468" annual meeting of the Latin American Financial Institutions
for Development (ALIDE, for its Spanish ablireviation}, Findeler received the 2013 ALIDE Award.

EL ESPECTADOR'S "ETHICS & CORPORATE GOVERNMENT™ AWARD

“El Espectador” Newspaper, [or Findeler's commitment to the developrnent of its worker’s 7
competences and skills, by strengthening and balancing labor, personal and family life, as LIDER
well as the recognition of the investors as a lransparent and reliable company in the V
management of resources.

Leadership award in “Ethics & Corporate Governrment Leadership” category, granted by ‘H,

Family-Friendly (efr) company Certificate

Findeler renewed cne more year ils certification as Family-Friendly Company, granled by “Fundacion
MasFanmifia”™ of Spain, October 2016,



2016 MANAGEMENT & SUSTAINABILITY REPORT

1.3 Financial and Economic Context
Economic Context

Colembia finishes 2016 with economic outpuls that consolidale slowdown trends eccnomy has been
shawing during last two years. During the third quarler the ecanomy grew 1.2 % respect to the same period
in 2015, For the Jan-Dec period, the unemployment rate was 9.2% and inflation was 5.75%. Said context is
framed within data provided by financial and construction sectors, unlike recession presented in farming and
mining. However, in relation to Lalin American countries, the growth of the Colombian economy ranks third
place in the region behind Peru (4.2%} and Mexico (2.2 %),

Economic Perspectives FOR 2017

Caonsidering the country’s ecenemic situaticn and identifving the lrends of the macroeconomic indicators, it
is possible to anlicipate the behavior of the economy in the near future. In 2017, it is expecled that an
econcmic recovery will be strengthened in the hands of the construclion sector and investments in Civil wiorks,
To this end, multilateral agencies predicl an improvement in econamic growth for 2017, The OECD suggests
that Colombian economy will grow near 2.45% by the end of next year, while the World Bank or the
International Monetary Fund estimates a higher groweth around 3.0%.

Al national cope, the Nation's General Budget for 2017 presents opportunities for Findeter's activity in the
regians. Mainly, CCP 1.8 billion is allocated Tor investrent in Housing, Sanitaticn and Potable Water, This
sector has COP 1.88 billion available for territonal entities through the General Participation System, frem
which 4494 is allocated for aqueducts, 32% for sewerage, 17% for hygiene and 7% for debt payment and
others (Ministry of Treasury, 2017 Budget for the News Economy, 20165

In addition, Education sectar presents an increase of COP 2.1 billion in the PGN compared o 2016 and has
COP 20.5 hillicn through the GSP. A fact deserving 1o be cutlined is that there are COP 403 billion available
for educational infrastructure, which should contribute to the commitments of the Maticnal Plan for
Educational Infrastructure, which ameng its goals aims at constructing 39,000 classrooms in the four-year
pericd.

On the other hand, the Transport seclor has COP 4.85 billion for investment in which pricrity is given to
constructicn and maintenance of road infrastructure with COP 3.4 billion, from which 45% will be allocated
APP projects and concessions, and the remaining 55% 1o non-concessioned infrastructure projected and
mainly 1o the Routes Tor Equity.

Finally, the Health Care & Social Protection grewe CCP 1.2 hillion respect to 2016, from which 1.8% ol the
funds are allocated 1o investment, This seclor has COP 8.6 billion available through the SGP, from which
20% are meant 1z insure the population.

Behavior of the Financial Sector

For 2016, there was a positive evolution in investment, credit portfolio, and balance sheet and solvency
indicators of the Colembian banking seclor.

Banks have showed a growing behavior as 1o the value of Lheir invesiment partfclic, which have grew 0.48%,
according to data provided by Colombian Financial Superintendence (Superfinancicra), These have grew
0.49% in September, equaling a total of COP 98.1 hillicon.

Credit pertiolio has grown 9.2% respect to the former year. The pasi-due portfolio proportion compared to
total portfalic is love, which places portfolio quality at 3.12% so far this year. Commercial portfclio stands
out ameng the (1otal portfolio, with a 57.1% share, equaling CCGP 213.2 billion. This same partfolic showed
a 6.5% increase aver past year.

As to hanks' balance sheel, assets increased 13.2%, equaling COP § 61.5 billion, to total COP 527.4 billion.
Liahilities grew by a similar percentage, to 13.1%, slanding at COP 456.6 billion. Likewise, equity of credit
institutions increased by 13.8%, equaling COP 8.6 billion, to end in September 2016 in COP § 70.7 kllion.

During the first nine menths of 2016, bank’s earnings were COP 6.4 billion, equaling 71.96% cf the total of

13
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2015, In comparisan to Seplember 2015, bank's eamings were reduced by 10.2%, equaling COP 0.7 hillion.

Finally, regarding the banks' abilily 1o assume risks asscciated with the development ol their operations, in
September 2016, Lhey obtained a 15.5% sclvency ratio, presenting an increase nol only in comparison &
the previous month, going from 14.9% to 15.5%. Given these figures, it may be said thal Lhe banking sector
is complying with the minirmum levels required and defined by the requlation indicated by the Cclomizian
Financial Superintendence as 1o the tolal solvency margin which should remain at levels exceeding 9.00%,
and at the same time by guidelines of the Basel | implementation process, smce in Colombia, implementations
of Basel | were determined and Basel Il is undergcing implementation, and Basel Il in undergcing analysis
pracess.

1.4 Impaortant Events Taking Place After the Fiscal Year

Sa far this year there have been na relevant evenis deserving lo be mentioned in this report.

2 Findeter
2.1 About Findeter

We are a Development Bank, which provides integral solutions to construct suslainable territaries through
planning, structuring, funding and lechnical assislance of infrastructure projects that improve the Quality of
Life of Colombian people.

We were incorporated pursuant to authonization of Act 57 of 1989, under Decree-Law 4167 of 2011; were
are constituted as a Mational Semi-Public Company, belonging to the limiled companies type, organized as
a Credil Agency, with privale law scheme, attached to the Ministry of Treasury and Public Credit supervised
by the Financial Superintendence of Colombia.

We are headquartered in Bogota, D.C and we have presence to implement our operations nationwide
through five reqional offices, two zones and different satellite offices. Our Grganicational Structure is adapted
to our competences as 1o technical assistance, strucluring and funding of projects, for thatl end we have
certified 17 processes in 1SO9001, 1SG14001 and NTCGP1000 Standards and we are certified as a Family-
friendly Cempany. Additicnally, we apply the best Corporate Government, and social and envirecnmenial
respansibility practices,

In 2011 we started an institutional transiermation that has allowed us getting consclidated as the strategic
Partner in the regicns generating well-being for people, providing integral and sustainable solutions to
develop projects thorough a set of Financial and non-finandal Products; the last cnes are referred 1o as
integral Territorial Developmoent - 1TD.

2.2 Locatian of its main Branches
Headquarters
Calle 103 No. 19-20
Bogela, DC
Colombia
Office
Calle 104 No 18A-52, Floars 3 &6
Bogela, DC

Colombia

Localization of regional branches, zones and satellites in the cauntry
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2.4 Mission, Vision & Corporate Values s

Pursuant o provisions of the Good Governance Code and the 2015 — 2016 Strategic Plan, approved by the
Board of Direclors in ils meeting held on December 15 2015, strategic routing aspects were defined; lhey
are as follows:

Mission: VWe are the strategic partner in the regions, which generates well-being for people,
Vision: Being the banking of the leader development that transforms regions in sustainable territories.
Value Promise: integral and sustainable solutions to develop your projects.
Corparate Values:
e Service Vocation
o Respect
e Integrity
o Commitment
o Teamwork

e Innovation

A5 a Corporate Government good practice lraining sessions were continucusly conducled an disclesure of
the Routing and Strategic Plan addressed to all co-warkers. Didactic campaigns were also conducted through
PRISMA Intranet Application *FINDEHOME™ and digital partfolios, devices through which we pretend
internalization of ethical principles and corporate values in the entire organization.

2.5 Products & Programs
Financial Products: Rediscount & Compensated Rates

At Findeter, Public and private entities may acquire rediscount credits to fund up ta 100% of the lolal cost
of their projects; wath payment deadlines up to 15 years, including up to three years of grace; with possibility
of partial disbursements that may be on COP or in US$, and at interest rates in {CPI} Consurmer Price Index,
(TD} Time Depesits or IRMI} Reference Banking Indicator,

These rescurces can be used by the beneliciaries for working capital, debt replacement or investment projects
related to the construction of infrastructure, the acqguisiticn of goods and implementation of new
techneologies in 11 sectors of the economy such as health, polable water, housing, transport, energy and
others.

In addition i rediscount loans, our portiolio of financal products includes the administration of public
resources and the granting of sureties and guaraniees.

Within the Rediscount product we have two product lines, The first, our ordinary resources, are where
Porticlic rates are in both pesos and dollars, The second is our scft rates, which include the Special Lines,
which are developed by Findeter with 1its own rescurces and where its objective is to premote a specific
sector, in common agreement and in algnment with the provisions of the National Government. We also
have Compensated Rales, a joint iniliative between Findeler and the Nalional Gavernment Lhat seek 1o
strengthen a speciflic sector, These resources come from the Ministry of Finance or another MNational
Governmental Entity {municipalily, department, among cthers) and the use of these rates has a specific
amount and destinatian, as well as Lhe viabilily of the projects.

SUPPLY CHAIN STRUCTURE

Qur Rediscount process begins al the mament when the commercial area defines the strategy to meet the
stated goal and to generate a work plan for the year. Taking intc account the management that is carried
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out through the commercial arm of Findeler in the regions and the suppert given to customers at the naticnal
level, there are several commercial tools to meet the objectives and the seeding of businesses, the Prospecto
Datahases of clents, thal are used for tracking and identifying pclential businesses, Once the commercial
offer is presented to the clients and an invesiment is required we get 1o know all the information aboult the
client and the praject in order to advise the best path for cur future clients. Cnce the project is defined and
structured, itis presented 1o the Finanaal Intermediaries, in order for them Lo evaluate the clients according
to the defined standards in the Colombian financial system and according to the requirements of each
financial intermediary, if the cusiemer credil request is not approved then the process stops. If the project is
approved by the Financial Intermediary, support 15 provided for the Rediscount applicalion process. The
request of the financial intermediary about the operations 1o be disbursed at the internal level of the Entity
is received and all the information and the documentation of the request of credit is verified and later il is
necessary 1o perform the dishursernent.

Thanks 1o all the abave we have strengthened our position as an effective instrument in the implementation
of prnority programs of social inclusion, managing to arliculate the public policies with the needs and
requirements of the regions.

2.5.1 INTEGRATED TERRITORIAL DEVELOPMENT - ITD

TERRITORY PLANNING

We promote the development of the country from the regions with shorl, medium and long term integral
solutions, in strategic programs such as; Gudades Sostenibles v Competitivas (hereinafter *Sustainable and
Compelitive Cities”), Ciudades Emblomaticas ("Emblematic Cilies™, and Diamante Caribe y Santanderes
{hereinalter “Caribbean Diamond and Santanders”).

o Sustainable and Competitive Cities is a Flatform led by the IDB and Findeler 1o pramote
strateqic projects, onented o transforming intermediate cities through crderly planning
and improving the quality of life of its inhahitants.

. The Emblematic Cities program aims to close the inequality gaps and suppert the planning
and development processes of cCities of stralegic importance for the country, located n
areas of vulnerability, basically in Tour dimensions: envircnmenial, fiscal, urban, economic
and sacial,

o The Canbbean Diamond and Santanders initiative is implemented in parlnership with
Microsefl, the Metrdpoli Foundation and Colciencias, and allows the identification and
management of physical or digilal projects that improve the competitiveness of the 12
deparimenis thal make up this region,

On the other hand, through the lechnical assistance service, we support the Maticnal Government and other
governmental enlities, carrying out the pre-contractual and contraclual processes and monitaring the
implementation of sccial infrastructure programs, such as 700,000 Viviendas Gralis (100,000 Free Houses),
PIHS, Aqua para la Prosperidad (Water Tor Prosperity), Centros de integracion Gudadana (Centers of Citizen
Integration), from Cero a Sicmpre (Zera 1o Farever), and other programs of impact and national interest.

FORMULATION AND STRUCTURING OF PROJECTS

We formulate projects at the profile level or using the Adjusted General Methodology (AGM) in order 1o
evaluatle the feasibility of their implementation with basic information. We provide lechnical, finandial and
methodelegical assistance toinfrastructure projects in sectors such as health, transportation and water, under
the AGM.

In maore advanced structuring stages we contract, through the pre-investment fund, studies in pre-feasibility
or feasibility, in order 1o satisfy the needs of public entities that require technical assistance lor said purpase.
These studies include the techrical, legal and financial aspects.
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PRE-INVESTMENT FUND

The pre-invesiment fund is a naticnal development instrument, 5o ils action is aimed al promoting and
supperting pre-investment projects (Studies and Designs). I is basically oriented toward the financing and
structuring of pre-feasibility and feasibility studies for physical infrastructure projects, the execution of
technical, econcmic, financial, envirenmenial, requlatery and leqgal studies and cansultancy services for the
development and execution of infrastruclure projecis through contracts, by which PPPs; concessions;
construction, cperaticn, and transfer (BOT) contracts; operation and maintenance centracts and other similar
mechanisms in Colombia are implemented, based on the resgurces provided by the Trustees and any another
contribuler..

SUPPORT FOR THE MATURATION AND VALIDATION OF PPPs

Findeter, in ils role as a second-tier bank and promoter of the country's infrastructure development, has as
one ol its ohjeclives to support public entities in the technical, legal and financial validation of PPP projects.
In addition, public entity clients are also given support when dealing with the Ministry of Finance and Public
Credit (MHCP) for the valuation and approval of contingent labilities, as well as when dealing with the
Naticnal Planning Department (DNP} or Planning Secrelariat for the approval of its implementation through
the PPP scheme.

TECHNICAL ASSISTANCE FOR PROJECTS

Findeter provides technical assistance, evaluation and supervision services to high impact projects in the
sectars of housing, waler and basic sanitation, and social infrastructure.

2.6 FINANCIAL STRENGTH

In order to maintain cur financial strength and to respond to regional develepment expectations, in addition
to raising funds through certificates of deposits (CDs) we have developed new scurces of funding such as
portfalic securitization, local and international bond issues, lcans with mullilateral banks and international
banks.

Our international debt is currently rated BBB by Fitch Ratlings and Standard & Poor's fequal 1o the sovereign
credit rating) and is assigned “AAA" naticnal rating by Fitch Raling (highest local rating).

In addition, the Colombian Stock Exchange granted us the "IR Issuer” recognition fer our good practices in
the disclosure of infarmation to the market and for our relationships with investors,
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INSUMMARY, WHAT ACTIVITIES DO WE PERFORM?

Nate: We are no
COpanies or cont

We rediscount loans o public entities, to private legal entities and aulenomaous equily for
infrastructure and environmental projects.

We capture domestic savings through the issue of securities and the subscription of other
documents, and we enler inte internal credit agreements.

We recewve deposils from pubilic entities, which are immediately available or for a fixed
term, and we recognize special relurns or considerations for them.

We enler into exlernal credit operations.

We adminisler securities issues and enler inlo trusl, guarantee, agency, or payment
agreemenis, and enter inte trusl agreements i manage the funds transferred by other
public entities.

We provide technical assistance services, project structuring, and lechnical and financial
consulting.

We manage third party instruments.
We issue surelies and guaraniees.

t in supcrior-subordinate relationship. We neither have any rolationship with parent
rofting companics nor do we have subsidiaries or subordinated companics.
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2.7 ALLIANCES AND ASSOCIATIONS

2.7.1

ASS0CIATIONS

Findeter is currently a member of the Tollowing associations;

o Asohancaria (Colombian Banking Association)
o  Alide (Lalin American Assccialion of Development Banks)
e Colombia Global Compact and Global Compact Network
e  UNEP Finance Initiative.
o ‘Woarld Energy Council - WEC Caolombia
< L
‘L<\-\ a 0\'0“1\ O@
7 Y & %
p “A‘aﬁ = -‘\' ) WORLD
A AsoBaNCARIA ‘@ UNEP SR council
LIDE ;LNANCE Red Pacto Global
ITIATIVE Colombia

2.7.2

ALLIANCES AND COMMITMENTS

Findeter currently maintains the following alllances and is linked to different initiatives such as:

Table 1- Alliances and Commitments

m

Protccolo Verde
(Green Prolocol)

Comité Financierg
del Clima -
Sisclima

(Climate  Finance
Committee -
Sisclima)

Andesco — UPME
(Energy efficiency
award)

FAQ

EUROPEAN
UNIQN

Agreement signed on June 7, 2012 between Lhe government and the Financial Secicr
to facilitate the corvergence of efforts to incorporate and implement environmentally
respensibile polices and praclices that facililate sustainable development that meet the
needs of the present generations withoul compromising the possibilities of future
ones.

The Sisterna Nacional Ambiental (Mational Environmental System) - SISCLIMA - is
focused on coardinating, articulating, formulating, monitaring and evaluating policies,
narms, strategies, plans, programs, projects, aclions and measures regarding
adaptalicn to climate change and the mitigaticn of greenhouse gases. Findeter is parl
of the 12 institutions that carry out this wark throughout the national territory.

Asacfacion Nacional de Empresas do Scrvicios Publicos y Comurnicaciones (Mational
Association of Public Services and Communications Companies)

Findeter signed a letler of intent with FAQ Lo undertake joint actions related to the
work areas of the Marco Programatico del Pais (Country Program Framework) and
Findeter's financeable sectors which are of commaon interest for a four year pericd.

The European Union supparts Findeler and all the regions of the country through pre-
investiment technical assistance; the institutional strengthening of government
instilutions and the dissemination of best practices.
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The Inler-American Development Bank supparts Findeler's mission through credit and
DB . . . S o
technical coaperation and the Sustainable and Compeltitive Cities Program.

The German Develepmenl Bank (Kreditanstalt fur Wiederanufbau) has provided a
KW S . .
credit lire 1o supperl prejects that premete suslainahle urban develcpment.

The UK Embassy in Colombia has been a strategic ally to strengthen Findeter's
United Kingdem  sustainahility and international positioning pregrams, supporting a number of mobility
plans threugh cooperation funds.

A Memorandum ¢f Understanding was signed with COFIDES wath the objeclive of
COFIDES {Spain)  fadilitating medium and long-term financing for viable private mvestment projects
abrcad in which there is a Spanish nterest,

Conseja The CCSC is an assodialion that works to raise the level of sustainability of all nevy and
Colembiane para existing buildings, and cilies in general,

la  Construccicn

Saostenible

(Colembian

Council for

Sustainable

Construction)

2.7.3 INTERNATIONAL PRESENCE

Findeter has been able to consclidale its internaticnal position through participation in international events,
threugh invitations to missicns and trainings from our international allies, and by welcoming visils from
various countries.



2016 MANAGEMENT & SUSTAINABILITY REPORT

Curing 2076 we participated in several events including: UN Habitat, Smart City, Cities for Life, IDB Annual
Meetings, Warld Bank and CAF, and the ALIDE Assembly, amang others, Highlights include the Lraining of
Findeler team members in countries such as China, lapan, Korea, the United States, France, lsrael, Turkey,
Canada, Singapore, Uruguay and Paraguay,

It is noteworthy that durng 2016 we received visits frem banks and foreign governments with the goal of
learning about the Findeter model. These inclided the European Union Parliament, members of local
governments from Germany, the Ministry of Production of Argentina, BANOBRAS fram Mexico, BANDESAL
from El Salvadar, the Korean Research Institute for Human Resetilemenls and the National Development
Bank of Paraguay.

2.7.4  STRATEGICPLAN 2015-2018

Findeter is implementing its Slrategic Plan 2015 — 2025, that begins wilh Megaruta 2018 {"Megaroule
2018"], which includes the objectives to achieve the visicn "To be the leading development bank that
transfarms regions into sustainable territaries”. With this Strategic Plan, we wanl to go beyond that, o
strenglhen knowledge and experience in order o offer integral sclutions, which mean offering intergral
products and services, completing the planning cycle, prioritizing, financing and execution.

The Plan is developed upon six interrelated strategic perspectives thal revolve arcund a central axis: the Vision.
The perspectives are; linancial, cusicmer/markel, efficiency, innovation, sustainability and strategic capital. I
is also supporled by s institutional values: integrity, service vocation, respect, commitment, leamwork and
innovation.

For its execution, 16 stralegic objectves were defined that are implemented when developing 36 projects
within the six proposed perspectives, as illustrated below,

Figure 1- Perspectives, objectives and strategic projects

,:. IMEGARUTA

G PERSPECTIVAS
e 16 OBJETIVOS
36 PROYECTOS

CLIENTE
MERCADO

FINDETER

olo) -
PLAN ESTRATEGICO /

2015 - 2025

SOSTENIBILIDAD

Ser la banca
del desarrollo
lider que
transforma las
regiones en
térritorios
sostenibles.

CAPITAL
ESTRATEGICO

4 Uk eln

| MOVALC R
1 Gty

From the financial point of view, we are working an diversifying revenues, oplimizing Lhe capital structure
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and keeping a precise control of costs,

With regard 1o cuslomers, the first strategy is to updale and imprave the definition of the products and
services offered. The route for strengthening the customer service competencies of all collaberators has
already begun; so that it is nat the responsibility of an area but of thern all.

In arder o achieve the objectives of the Plan, it is necessary to integrally manage the projects, by applying
the best praclices of Projecl Management, and also by reinforcing the work through processes and the
implemeniaticn of the monitoring and control of the risks of the non-financial preducts by using the new
risk methodology supported by a new software program. These issues are developed fram the perspeclive of
Efficiency.

From the peint of view of Innovation, the Contro de innovacidn y Conodimiento - CIC ("Innovation and
Knowledge Center"y was founded in order to apply knowledge and innovation in the search for new and
better solutions. The institutional memory is alsc being collated with the lessons learned and experience
garned in arder for it to be shared with all the stakehalders.

With reference to sustainabilily, we are working with slakeholders 1c generate value-sharing projects that
are a win-win for all parties.

These impertant challenges can only be met with cur main asset, the cellaborators, and our focus is on
working 1o help farm sacially respensible and integral professionals,

2.7.5 FOLLOW-UP OF THE STRATEGIC PLAN

The progress of the Strategic Plan as of December 2016 is 53%, with 99% compliance wath the planned
result. Pragress for each perspective is presented below.

Graph 1- Progress of the Strategic Plan to December 2016
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For the control and moniloring of the execution of the projects, the project management practices of the
PMI (Project Management Instilute) are being applied. The project platform of Findeter is being used which
allews the administration of projects using online data, with updated corporate information that is available
in web environments, with high levels of security. It also has centralized information with histoncal records
of the projects that allows the corporate memary o be updaled and provides the facility to quickly get 1o
kncw the slate of the projects.
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With the implementation of this Plan, Findeter hopes to consolidale ilsell as the strategic pariner in the
regicns, through a promise of integral value and excellent service. This implies that il is permanently
propasing sclulions, is innavative, and works as a tearn lo continue 1o grow and benefit thousands of
Calombians.

2.8 SOCIAL AND ENVIRONMENTAL RESPONSIBILITY

2.8.1 SUSTAINABILITY MANAGEMENT

We are a development bank that is governed by suslainahility guidelines, in accordance with our mission and
vision aimed al supporting sustainable prejects, under Lhe social, econcmic and environmental pillars of
sustainahility, which permeate our value chain and under the parameters of the code of good governance,
which is the umbrella that governs the ethical and transparent actions of the entity and its officers.

The management of institutional sustainability that supports our financial sustainability 15 ntegrated by:

° Qur Corporale Governance
. Our palicies on sustainability, social respensibility and environmental responsibility
. The Environmental Management System for cperaticnal eco-efficiency and censolidation

of the internal culture,

o Financial, nen-financial, socially profitable and environmentally respensible products and
services, including green products.

. Good practices incorporated inlo the credit analysis processes that suppaort the objective
of sustainabile finances through the application of the System of Analysis of Environmental
and Social Risks.

o The management of sodial responsibility with collaborators, our clients, territeries and their
communities, as well as with our suppliers and Contractors,

° The active participation in scenarios of the definition of public palicy such as the Financial
Management Commitlee of the National Systern of Climate Change SISCLIMA,

We highlight some of the initiatives that were launched and censolidated under the guidelines of Findeter's
Corporate Secial Responsibilily in 2016;

o With collaborators and the environment; Implementation of a shared bicycles program for
collaborators in partnership with "Mefor cn Bic/" ("Beller hy Bike") SIBUC and the
adaptation of workspaces that encaurage crealivity, ameng athers.

o With the territories: The various projects carried cut in 2016 in the "Susiainable and
Competilive Cities" and "Emblematic Cities" programs, which provide the participating
local governments with a Plan of Action to lead their territory lowards suslainability,
integraling Social, economic and environmenlal aspects, considering the proposed criteria
for the adaptation and mitigation of climate change.

. With the communities: two emblematic shared-value projects for Findeter: "Social-sports
schools” and the "Design and installation of a solar photovellaic system in the Lorenso
Morales priority interest housing development in Valledupar'. These projecls were
conceived with the awareness thal we are jointly respensible actors in the development
processes of the regions and therefore we undertake strategies that reflect our
commitment to supperting the wellare of the population and the constructicn of a more
just, equitable and peacelul society.
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. For us and our external Customers: The integration of the Rediscount finandial product
management focused on supporting the fulfillment of the Sustainable Development
Objectives, with the development of the system of Measurement, Reporting and
Yerification of finances for the Sustainable Development Goals and Climate change for
the rediscount product.

. With our Financial Institution peers: As signatones of the Green Protocol led by the
Asobancaria (Coloembian Banking Association] by which the “Pilolos do innovacidn
Financicra” (" Pilots of Finanaal Innovation") preject is advanced, for the design of financial
mechanisms thal encourage the {inancing of projects that contribute to the fight aganst
Climate change, in which Findeter leads the water and energy tables, as well as
participating in the transport table.

2.8.2  CONSIDERATION OF ENVIRONMENTAL AND 50OCIAL RISKS

Findeler's Envircnmental and Social Risk Analysis System (ESRIMS) has as its main objective 1o conslitute the
set of policies, mechanisms, taols and procedures for the timely identification, measurement, control and
manitering of the enviranmental and social commitments generated {or the beneficiaries in the financing of
its projects, so that Findeler's chances of assuming the costs transferred by these risks in its role of "second
flocr" bank are minimized.

In this way, Findeter ensures that the system lunctlions and improves in a proper and continuous way, given
its dynamism, and is strengthened progressively thanks to its accumulated experience.

2.9 GOALS 2017

During 2017 Findeter will continue with the execution of its Megaruta 2018, with which il is expected 1o
complete important prajects such as the:

o Completion ¢f the first issue of subordinated bends

. Definition and dissemination of the pertfolio of products and services

. Implementation of the cost methadolegy for the lines of husiness

. Optimizaticn of the financial missicn and critical support processes

. Cefinition and implementation of the madels for knowledge managemenl and innavation

managemeant.

. The measurement, reporting and verification of the rediscocunt resources that support the
management of the Suslainable Developmenl and Climate Change Goals,

. Strengthening the develapment plan far high-potential leaders and talents,

For products and services, we alse have important gaals 1o continue contribuling 1o the canstruction of
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sustainable terrileries:

Placement of COP 1.9 billion in invesiment projects at the national level, 31% in the
Central Regicn, 21% in the Caribbean Region and 16% n the Pacific Region.

Impact in 42 cities through the delivery of the Action Plans carried cut under the
Sustainable and Compeltitive Cities and Emblematic Cilies Programs.

Implementation of the Bosques de Pas (" Forests of Peace") program, as an allernative to
compensation for environmental icenses pending compliance with projects in the mining,
infrastructure, hydracarbon and other seclors.

Thraugh the technical assistance service to projects, to continue with the implemenlation
of the water, housing and sccial infrastructure projects and in the integral improvement
of the Ulility Companies providing Water and Sanitation Services, through the
implementation of the AguaRating standard.

From the institutional point of view, inihatives will be taken to strengthen corporale governance, risk
management, and cperaticnal management, amang which are:

27

The review and updating of the Code of Good Governance

Caonsolidaticn of the methadelegy {or the estimation of ecenomic capital,
Implementation and validaticn of the first resistance tests asscciated with financial activity.
Establishment of a global indicator of hinancial nisks.

Extensicn of the functionality and use of the Findeter Virtual ool by cur intermedianies
and clients, prowviding agility and opportunity in the service, making the processes of
arigination and management of the credits mare efficient.

Transiticn to the 2015 version of the 150 2001 and 15C 140017 standards to ensure that
the Integrated Management System meels the requirements defined by these standards.
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3 CORPORATE GOVERNANCE

3.1 COMPOSITION AND GOVERNING BODIES

Pursuant to the provisions of article & of Decree Law 4167 of 2011, the Financiera de Desarrollo Territorial
S.A. Findeter is a private company and in all cases will be subject 1o the regime of mixed econamy campanies
not assimilated to the industrial and commercial companies of the State, regardless of the share of public
capital in its assets.

The different governing bodies of Findeter and their composition are described below:
3141 GENERAL SHAREHOLDERS' MEETING

The shareholding composition of the entity as of December 31, 2016 was as follows:

Table 2- Shareholding composition as of December 31, 2016

Sharehalders

Mation 92.5477
Departaments 7.2036
IFINORTE 0.2487

The General Assembly of Sharehalders at its meeting on March 30, 2016, agreed to the practices adopted
by the Entity and ncorporated into the Code of Good Governance of Findeter for the year 2015, as a result
of the updating of this Code according 1o the Guidelines issued by the Financial Superintendence of Colombia
in External Circular Letter No. 028 of September 30, 2014, through which said Control Entity presented the
News Country Code,

The most relevant aspects were as {ollows:

. Updating of the Strategic Direction (mission, vision, values, promise of value, ethical
principlesy 1o the nevy Stralegic Plan 2015-2025.

. Incorporation of the Emprosa Familiarmente Responsabie — Efr (Family Friendly Company)
policy,

. Adjusting the scope of the policies of Sustainabilty, IMS Quality and Anti-Fraud and
Corruption.

. Disclosure Palicy, Extension of the mechanism for handling Complaints and Claims

allewing the adaplation of an internal line for ancnymous whistleblowing.

. Measures suggesied by the Calombian Financial Superintendence are included in the
Cauntry Survey.
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3.1.2 BOARD OF DIRECTORS

The Beard of Directors of Findeter is composed of the following members:

Principles:
e  Two represenialives of the Ministry of Finance and Public Credit
e  Qne Governcr
o  Arepresenialive of the Naticnal Flanning Department
e (One Independent Member

Alternates:

A representative of the Naticnal Planning Depariment

A representative of the Ministry of Housing, City and Territory
Qne Governar

Two independent members

* The Principal and Altemate representatives are elected by the Sharehalders' Meeting, for a period of two
years,

Table 3- Board of Directars as of December 31, 2016

Dr. Ana Lucia Villa Arcila Dr. José Mauricio Cuestas Gomez

Direcicr General of Fiscal Support WMHCP Director of Finance and Public Investment DNP

Dr. Eduardo Verano de la Rasa* Dr. Carlos Eduarde Osario Buritica*

Governor of the departrment of Atlantico Governar of the department of Quindio

Dr. Manuel Fernando Castro Quiroz Dr. Alvaro Rodriguez Pérez

Territorial and Pubslic Investiment Depuly General Independent Member
Director NP

]
@ ‘
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3.1.3 MANAGEMENT TEAM

Luis Fernandeo Arboleda Gonzalez
President

Rodolfo Enrique 2ea Navarro

General Secrelary (E)

Hilda Cristina Alzate Martinez Ramira Augusto Forero Corzo
Vice President of Operations Wice President of Credit and Risk

Rubiela Hernandez Velasco Price Waterhouse Coopers
Head Office of Internal Cantrol of Management Stalutery Auditor
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3.1.4  GOVERNMENT ACTIVITIES

MEETINGS

In 2016 there were twelve crdinary sessions of the Board of Directers, The decisions are recorded in the
respective minutes that are in the custody of the General Secrelary of Findeler. The attendance of each of
the members of the Board is published below:

Table 4- Attendance by Board Member

Board member Attendance |y nate Attendance
Sessions Sessions

Dr. Ana Lucia Villa Arcila
Direcier General of Fiscal Support

Dr. José Mauricio Cuestas Gome:z
Direcior of Finances and Public

Ministry of Finance and Public 2 Investment Maticnal Planning >
Credit Depariment
Dr. Lina Quircga Vergara Dr. Radl José Lacculure Dasa
Head of the Legal Advice Cifice 9 General Secretary 4
Ministry of Finance and Public hinistry of Housing, City and
Credit Terrilory
Dr. Eduardo Veranc de la Resa b, IC.aflos Eduarda Osorio
Buritica
Governor of the department of 4 e e d " 5
Allantico overnar o the department o
Quindic
Dr. Cesar Negret Mosquera 11 Dr. Francisco Eslupinan Heredia 5
Independent Member Independent Member
Dr. Manuel Fernando Caslro
Quirgz g . .
Depuly General Director 11 b, Alverie Resligues Peres 11

Territerial and Public Invesiment -
Natiznal Planning Department

Independent Member

The remuneration of the Board of Directors is established in Resalution No, 1130 of April 30, 2012 issued hy
the Ministry of Finance and Public Credit, and is equivalent to three Minimum Monthly Minimum YWages, per
SESSICN,

The meetings of the Beard of Direclors include the aclive participation of the President, the Secretary General
as Secretary of the Board of Directors, the Vice President of Finance, Credit and Risk, and the cfficers who
parlicipale in the presentation of reports to the Board of Direclors.

There were no canflicts of interest affecling the members of the Board of Direclors.
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OTHER CORPORATE GOVERNANCE ACTIVITIES

Completicn of the Counlry Code 2016 survey in compliance with the provisions
established by the Financial Superintendence of Celembia,

In June 2015, the Board of Directors approved, within the arganizational structure of the
Bank, a person to be in charge of the contacl wath the investors, who reports to the
Financial Vice-Presidency. This collaboralor is in charge of the direct relationship waith the
investars and  stakeholders. Amang the management activites performed by this
professicnal is the realization in 2016 of three events aimed al Findeler's investors and
market analysts, which have connecled investors, mullilateral develcpment banks and
international banks from the United States, England, Peru, Chile and Colombia with the
Entity, laking advantage cf the new information technclogies.

The Investor Relations section was crealed in the Findeter website. This section
incorparates the most relevant corporate and financial informalion of the Entity, where
the quarlerly financial slatements of the Financial Company (Balance Sheet, Income
Statement, Cash Flow and Statement of Changes in Equity) are published.

& "Direct Contact" link was also included on Lhe website, which allows Tor quick and fluid
interacticn with investors, allcwing a timely response to the cancerns ahout the cperation
and performance of the Entity.

In September 2016, the Colombian Slock Exchange BYC renewed the "Invesicr Relaticns
IR" certificate. The goal of the Entity is 1o not only renew the certilication every year, but
to also deepen the integration of belter practices of good governance, disclosure of
information, and investor relations.

3.1.5 BOARD SUPPORT COMMITTEES AND INTERNAL CONTROL MECHANISMS

SUPPORT COMMITTEE FOR CORPORATE GOVERNANCE

Through Circular Letter No, 018 of December 16, 2015, the Findeler President's Cammittee was updated,
including functions directly relaled to Corporate Governange, This Committee is made up of the Senior
Management of the Entily and will act as a consultant, guide and contraller of the policies, general chjectives
and actions of the Institution towards the future,

The President's Commitiee is compased of the following members:

President . Technical Vice President
General Secretary o Planning Manager

Financial Vice-President o Suslainability Manager

Vlice President of Credit and o Project Structuring Manager
sk . Director of Communications

Vice President of Operations , ,
. Presidential Adwvisors

Commercial Vice President

In accordance with the same Circular Letter, the Committee of the Presidency will meel ordinarily cnce a
month and extraordinarily when the President considers it convenient, Following this guideline, the
Committee held 19 sessions during 2016,
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AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The Audit Committee acts based on Internal Circular Letter Mo, 9 of June 7, 2012, It is made up of; the
representative of the President of the Republic; the delegate of the Maticnal Planning Department and a
representative of the Terrilorial Entities.

The Commiltee is composed of the following members:

. Alvarc Rodrigues {member of the Board of Direclors of Findeter), who chairs it
. Lina Quiroga Vergara {(member of the Board of Direclors of Findeter}

o Cesar Negret Mosquera {member of the Board of Directers of Findeter).

° Francisco Estupinan Heredia {independent member)

Dr. Francisco Eslupifidan Heredia jcined this Commiltee in December 2016,

During 2016 Tour sessiens were held by this Committee and the Statulory Auditor atlended in special cases,
as well as the Second Level Directors of the Entily, with the chjective ol carrying cut the follow-up 1o Lhe
Improvement Plans as a result of the audits carried cut in each area.

The remuneration of the Audit Commitlee of the Beard of Directors is eslablished in Resolution Mo, 1130 of
April 30, 2012 ssued by the Ministry of Finance and Public Credit, and is equivalent to one and a half
Caolembian Maonthly Minimum Salaries, per sessicn.

COMMITTEE ON RISKS AND MANAGEMENT OF ASSETS AND LIABILITIES

Findeler's Cammitiee on the Risks and Management of Asset and Liabilities is constituted and regulated by
Internal Circular 0% of April 11, 2013, The primary objective of this Committee will be to support the Board
of Directors and the Presidency of the Bank, in the definiticn, monitonng, control and implementation of risk
management policies and procedures,

The Committee shall be composed of the followang members:

o The President, wha chairs the commitiee, and in his/her absence will be presided by one
of the legal representatives
o The Secrelary General
o The Vice President of Finance
o The Vice President ¢of Operations
o The Commercial Vice President
o The Vice President of Risk and Credit
o The Head of the Office ¢f Internal Contrel, with voice bul no vole
SARLAFT COMMITTEE

The Commitlee for the System of Risk Management of Money Laundering and Terrorist Financing - SARLAFT,
is constituted and requlated by Agreement Na. 013 of December 18, 2008 of the Board of Directars, Its
primary objective is to support and advise the Board of Directors, the Presidency of Findeter and the
Compliance Gfficer, in defining policies Tar the prevention of Lhe crime of money laundering and terrorist
financing in the activities carried out by Entity, and the establishment of monitoring, control and prevention
mechanisms.

The Cemmittee shall be compaosed of the following members;

o The President, who chairs the cammitiee, and in histher absence will be presided aver by
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one of the legal representatives,
. The Secrelary General

° The Vice President of Finance.

3.2 GOOD GOVERNANCE, ETHICS AND TRANSPARENCY
321 GOOD GOVERNANCE

In the Code of Good Governance, the Enlity describes its values, policies, mechanisms and instruments,
processes and besl practices with which it direcls, performs and manages its risks, under a cantrol system
that ensures its transparency, efficiency, effectiveness and, in particular, the reliability of the stakehclders in
the processes that surrcund institulicnal management,

With the Code of Good Governance, the management and administralion bodies of Findeler establish the
framewacrk for their governance actions, with the purpose af strengthening the permanent and planned
improvement for its proper management, the adequate use of available resources, mitigate the related risks,
improve the decision-making capacity and reduce conflicts hetween stakehalders,

In the development of Lhese guidelines and in compliance with the External Circular Letter 028 of 2014 of
the Financial Superintendence ¢f Colombua, Findeter updated the Code of Goed Governance to strengthen
the organization, achieving continuous improvement of its processes, strengthening the culture of service
and order established through clear and precise rules that allow an integral control of the management to
be achieved. Findeter submitted to the Superintendence ¢f Finance in a timely manner the report on the
implementation of best carporate practices for 2015, which is published on the corporate website.

In accordance with this commitment, the General Shareholders' Meeting for March 2015 approved the
statulary reform, which included the commitrnent of the Entily, its managers and employees to complying
with all the recommendalticns made by Findeter, especially those issued by the Financial Superintendence of
Colembia and those relatled 1o the practices adopted in our Code of Good Governance,

e  Review and update cf the Fir

3.2.2 COMBATING CORRUPTION

The Findeler Code of Good Governance points oul that unethical behavior or the commissicn of fraudulent
acts can negalively affect the image of the Entily and, therefore, the attainment of corperate vision and
goals. In line with the above, the Board of Directors of the entity approved the anti-fraud policy in which it
Clearly states which actions constitute fraud, which persans are responsible Tor the prevention, detection and
investigation thereof, as well as the procedure to carry out the denunciations, This policy is intended to
premete the highest ethical conduct among its managers, employees, customers, suppliers and other
inlerested parties,

The "Anti-Fraud and Corrupticn Program” defines the scope of the policy, details the actions that are
considered Traud, as well as mechanisms to prevent the misuse of privileged or reserved informaticn.

There is also a system for whistleblowing and a procedure whereby Findeter's employees, its clients, suppliers
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or third parties may bring any fraudulent conduct to the atlenticn of the financial administration, as well as
mechanisms to prevent the misuse of privileged or reserved infarmation.

During 2016, lhe methodelegy for the identification, measurement, control and monitoring of fraud and
carruption risks and the risk profile of the associated matrix were reviewed. The oculcome of the evaluation
was moderate risk. On the other hand, there was no evidence that any event or alleged event invalving
managemeni or employees was filed.

3.23 UNFAIR COMPETITION

See complete information on
preventing unfair competition in
Annex 2

3.2.4  EXERCISE OFINTERNAL CONTROL

The internal control of the activities carried out by the Entity is exercised by the Office of Internal Contral of
Management, the Internal Conlrol Coordination Committee and the Statutery Auditar.

Through this option, any person or entity may file a complaint or denunciation against Findeter before the
Cffice of Internal Contral of Management, the Internal Control Cocrdination Committee and the Statutory
Auditor.

For the internal contrel of the mstitutional management, the Entity counts on the Glflice of Internal Control
of Management that performs the systematic evaluation of the Entity, identifying successes and deviations
thereof; evaluates the existing controls wverifying thal they are sufficient and adequate and issues
recommendations aimed at strengthening the Internal Control System. This evalualion should cover the
examinaticn, proper assessment and effectiveness of Findeter's internal control.

The Head of the Internal Control Office is a public employee, appainted by the President of the Republic to
whom hefshe is directly answerable. In order to {ulfill their Tunctions, they will have a multidisciplinary group
of professicnals, with duly established procedures and methedclegies. The Tindings and reports resulting
from the audits carried out must be reported to the Office of the President and General Secretarial of the
Institution; likewise, the person in charge will prepare the necessary reporis requesied by the Beard of
Directors and the control and manitaring entities that will account for the development of their function,

INTERNAL CONTROL COORDINATION COMMITTEE

The chijeclive of the Internal Control Coordination Committee is 1o order the necessary actions to guarantee
the articulated, efficient and effective functioning of the Internal Control System and the Quality
Wanagerment System as established in articles four to ten of Decree 1826 of 1994, the regulaticns of article
13 of Law 87 of 1993 and in Decree 4110 of 2004,

This Committee is made up of the President of Findeter who chans the committee, the General Secretary
who will chair the committee in the absence of the President, the Direclor of Technology and Processes, the
Head of the Planning Office, the Commercial Wice-President, the Financial Vice-President and Cperations and
the Head of the Risk Office; the Delegate ¢f the Ministry of Finance and Public Credit and the Head of the
Office of Internal Control of Management shall also atlend wath a voice but withoul vote, Any offical who
is deemed necessary by the Chairman or the Committee may attend as a guest. The Technical Secretary of
the Cammitiee shall be the Head of the Office of Internal Cantrol of Management,

The Secretary will have as their basic functions, Lo advise the President in the definition of strategic plans and
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in the evaluation ol the fullillment of geals and objectives of the Entily, within the plans and sectorial pelicies.
The Committee shall meetl quarterly en an ardinary basis.

STATUTORY AUDITING

The Entity will have a Slatutory Auditor, elected by the General Assembly of Sharehclders for a period of two
years lhat can be re-elected for a further period and will have an alternate, appointed for the same period.
The Statulory Auditor must comply with the functions of Law, the Bylaws and those compatible with the
ahove, that are entrusled t¢ il by the Sharehclders' Meeting or the Board of Directors.

The Statutory Auditor in Findeler exercises the roles of inspection and supervision, accompanies, watches
and certifies that all the accounting and financial operations or acts ol the Entity comply with the legal and
statutary requirements and the decisions of the Gereral Assermbly of Sharehclders and of the Board of
Directors; its field of action is withcut limits, this is why il must have full knowledge of the operations or acts
of the Entity withoul any reservation; it will be chliged to ensure the confidentiality of the information that
is supplied 1o it, and it may only be communicated cr dencunced in the form and in the cases that the rules
indicate.

The Statutory Audilor shall render 1c the General Assembly of Sharehclders, to the Board of Directers, to the
Presidency and to the control and monitoring entities, the pre-established reports an the defined dates and
the others that are required.

The Board of Directors and the Presidency of Findeter will be informed on the findings and reports wath the
recommendatians that are presented by the Statutory Audilor and vall act accordingly to respend to them in
a timely manner.

325 TRANSPARENCY AND DISCLOSURE OF INFORMATION

AL Findeter we promote the besl information disclosure praclices and strengthening of our investor relations.
This management has been recagnized by the Colombian stock exchange with the BYC Committed issuer
recagnition,
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With the objective of prowiding specialized attention and in order to transmit relevant, pertinent and updated
infermation:

. We have appointed a bilingual professional wilh sufficient technical and commercial skills
to handle the queries of inveslors, analysts and credilors, both in Spanish and English,

o We conduct quarterly results events for invesiors, analysts, multilateral banks and
inlernational banks. In these evenls we present the relevant finandial, commercial and
technical information of the period.

. We publish our quarterly finandial statements under IFRS {Inlernaticnal Financial Repartling
Slandards).
o We mainlain cur websile in Spanish and English with the most important financial and

corporale information of the Institution.

Findeter also uses as channels of cuslomer service, the national toll free ine 01-8000-116622, the Findeter
websile v findeter.gov.co, the chat service, the institutional email findeter@findeter.gov.co, and also has
presence in sccial networks:

NGO EC

Findeler makes the financal information available 1o the Shareholders and Stakeholders at the end of the
year, in a publication that  has  been uploaded to  its  website  since 2071
[httpifranenee findeter. gov. co/docurnentos.phip?id = 111]

Another way 1o connect directly with the Entity is by accessing the websile in the Investor Relalicns section
where the financial and corporate information is available with issues, risk ratings, relevant information,
financial resulils, and direct contact information.

[link http/Aseas findeter.gov.co/publicaciones/relacion_con_inversionistas_new_pub]

ACCOUNTABILITY

On Novernber 1, 2016, the Entity held a Public Hearing wath the purpose of publicly responding to the public
for the mission management carried out during the period from Octeber 2015 to October 2016, This hearing
was conducted under the modality of interview and dialogue between the President of Findeter and its main
execulives.

These resulis are published in the following link;

http:feeeney. findeter.gov.co/publicaciones/participacion_ciudadana_pub
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4  FINANCIAL SUSTRINABILITY

4.1 ECONOMIC RESULTS AND FINANCIAL MANAGEMENT
41.1  MAININDICATORS

Findeler's return on equity (ROE) at December 31, 2016 was 4.21%, higher than al December 31, 2015
when it was 2.92%. In 2016, there was an increase in Findeter's equity due to the capilalization of the
entily's prafits as determined by the enlity's Asserbly.

The performance of the Operational Income/Average Total Assel indicator increased frem 18.69% in 2015
to 21.17% in 2016, respectively. Findeler's lotal assets increased by moere than COP 1 billion, generated by
the increase in the portfolic, which rose from COP 6,875,825 million in 2015 to COP 7,811,732 million in
2016, Operaling revenues were generaled by the increase in the perifolio and the increase i interest rates.

Table 5- Summary of the main financial indicators as of December 31, 2016

N T T

Operaling income / average lotal assels 18.69% 21.17%
Grass financial margin / average tolal assets 2.29% 2.97%
Gross financial margin / initial equity 17.69% 25.71%
Gross finangial margin%e financgial income, 12.81% 14.12%
Financial Services/Operating Revenues 5.11% 4.97%
Pre-Tax Profil /Average Total Assets (ROA) 0.75% 0.94%
Net Income/nilial Equity (ROE) 2.92% 4.21%
N N
Productive assets / total assets 97.42% 97.73%
Partfolic coverage {provisions / past due portfalio} 463.92% 611.06%
Average Porifolic Performance 7.41% 8.72%

38



2016 MANAGEMENT & SUSTAINABILITY REPORT

EFFICIENCY ANALYSIS

Findeter's corporate stralegy is reflected in ils indicators. On the one hand, the ratio of Operational
Expenses/Average Total Assels shows anincrease from 18.11% 1o 20.23% in 2016, In spile of the growth
in total assets of the entity, an increase in the behavicr of the Operational Expenses of the entity is witnessed
as a result of the increase of the losses presented in derivatives, due to the loans in dollars. The increase in
interesi rates and higher deposits of CDs explains the increase in operating expenses,

On the other hand, the indicator of Cperational Expenses/Operating Revenues, decreased from 96.88% in
2015 1z 95.56% at the close of 2016, reason for which in spite of presenting increases in the operational
expenses, due to the alorementioned situation, it is noted that the operating income of the entity showed
an increase generated by the prefit in valuation in derivalives and Lhe interest thereof.

As for the ratio of Administrative Expenditures with respect Lo Findeter's average total assets, in 2015 an
equivalence of 1.68% was presented, and in 2016 a ratio of 1.62% was presenied. Therelore, the Entity
increased ils expenses marginally against the acceleraled growith of its assets.

Table 6- Efficiency indicators as of December 31, 2016

Operaling Expenditures/Talal Average Assels 18.11% 2023%
Operaling Expenses/Operating Revenues 96.88% 95.56%
Admin Expenses/Tolal Average Assets 1.68% 1.62%
Admin Expenses/Operating Income 9.01% 7.66%

ANALYSIS OF EQUITY SUFFICIENCY (SOLVENCY)

As of December 31, 2016, the sclvency indicalor, defined as the technical capital over assels weighted by
the level of risk, was 11.28%, displaying a reduction compared to the lotal solvency ratio of December 2015,
which was 12.83%. Likewise, the basic solvency ralio was 10.84%, lower than thal reporled in the same
pericd of the previous year, which was 12.28%. The variaticn presented is explained by the nel increase in
the portfolio by COP 933,915 million and the credit line in the amount of COP 896,235 million.

Table 7 - Solvency indicators as of December 31, 2016

Basic Sclvency Relationship 12 28% 10.84%

Tedal sclvency Ratio 12.839% 11.28%

41.2 ANALYSI5 OF THE GENERAL BALANCE SHEET

When comparing Lhe close of 2015 against the Balance Sheet 2016, the assels of Findeler increased by 13%
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(COP 1,014,800 million), the Liabilities presenled a 14% increase {COP 984,912 million and Equity displayed
an increase of 3% (COP 29,887 millicn). ILis impertant Lo clarify that the Tinancial results for 2016 and 2015
were generated under the IFRS (International Financial Reporting Standards) methodclegy and the results
presenied in the Management and Suslainability Report 2015 are based on the COLGAAP methodology
(Celombia Generally Accepted Accounting Principles;

Graph 2 - Structure of the assets
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The Bank's gross portfolio increased compared o 2015 by COP 935,907 million, which represents a
percentage increase of 13.6%; ils relative share in total assets went from 86.6% 1o 87.2%. Provisicns grew
by 3.1%, which means an increase in the net portfolio of COP 933,914 milhion (13.7% ) and a change in its
relative share by 0.7 percentage points, The change in the net portfolio is explained by a 122% Tulfillment of
the disbursement budget (COP 1,900,000 million hudgeted and COP 2,015,000 million in pesos/USD %8.9
millicn); disbursernents grevy by 0.52% compared ¢ 2015, In addition, the cellection of portfolio interest
and prepaid expenses amcunted to COP 539,033 million and COP 302,814 millian, respectively, The
significant increase in inlerest rates explains why the prepayment volume was not similar to that cbserved in
previcus years; in 2015 prepayments were COP 750,347 millon (40% of that prepaid in 2016),

In 2016 Findeter's credit qualily (pasi-due portloliofgross portiolio) was 0.14%, six basis paints below the
2015 score. In terms of the portfolio hedging ratio (partfolio provisions/past duel, 2016 closed at 611%
compared to 4639 in 2015, These results show thal the Bank has perfermed significant management in
terms of overdue lcans and in the generation of provisions in order 1o achieve stability and financial
sustainability.

The availalzle armount had a reduction in its relative parlicipation in assets from 7.1% to 5.9%. The average
monthly balance of this item was COP 532,724 million, which is 0.8% lower than the balance of 2015 {COP
536,957 milhon). This behavier of the availahle amount is due to a significant increase in the resources
received by the mullilateral and international banks,

The investment item had a significant change compared to 2015, increasing 19.2% from COP 210,777
millicn to COP 251,330 million, The reascn {or this variation s explained in part by the Title B purchase during
the securitization that was executed with the Titularizadora Colombiana and by acccunling adjustments
when maving from COLGAAP 1o IFRS. The relative share of assets in 2016 was 2.65%, compared 1 2.81%
in2015.
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Finally, the Bank's other assels increased 12% frem COP 230,753 mullion Lo COP 259,322 millicn, which is
mainly explained by the increase in accounts receivable and the halance of tax advances.

Graph 3- Analysis of Liahilities and Equity
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The item with the largest relative participation in total liahilities is the Deposits and Credits (CDs), which
represent 60%. Compared Lo the previous year, CD issuance increased 37 % from COP 2,357,044 million to
COP 3,235,272 million in 2016 due Lo the higher execution of disbursements compared to that budgeled
and the deceleraticn of prepayments,

However, it is importanl 1o highlight the strategy diversification of the sources of Tunding five years ago.
Among the funding decisicns that have been implemented is the portfolio securitization, multilateral and
internaticnal banking resources, and the 1ssuance of honds in the international markel. Between 2012 and
2016 the Enlity has performed two securilizations; the first tock place in 2012 for a value of COP 289,650
millicn and the second in 2016 for CGP 233,900 million. In 2014, an international bond issue was performed
for an ameunt equivalent to USD 500 million or COP 946,175 million,

Bank loans and other financial chligations have increased their relative share 1o represent approximalely a
quarter of the total liabilities, compared with 20% in 2015, As mentioned above multilateral banking
resgurces are an important support not only due to their financial cenditions that improve the indicators of
Findeter, but hecause they allow the financing of projects in the infrastruciure seclors Lo be sustainable, The
balance in United States dollars increased from USD 421 millien to USDR 527.7 milhon in 2016; Lhe lcans in
pescs closed with a balance of COP 417,756 million. Resources came rom the following institutions: IDB
LS 9.7 million, BCIE USE 50 millien, KFW USD 75 milion, Bank of Tokyo COP 248,206 million, Citibank
COP 169,550 million.

All of the abave explaims the fall in the relative weight of CDs in the total of liabilities, down from 65% 1n
2015 1o 60% in 2016.

Other liabilities, which include interest payable on CDs, on Bonds and credils, and the income received for
third parties as a result of the recovery of the secunticed porticlio and {or the tax provision, increased by
35% (CQOP 237,364 millien in 2016 1o COP 175,874 millicn in 2015}, The higher grewth is explained by the
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INCrease in tax provisions,

Findeler's equity increased by 2.9% due 1o the capitalication of the profils of the previous year.

41.3  STATEMENT OF RESULTS

In 2016, Findeter's operating revenues increased 31% from COP 1,373,596 million in 2015 1o CQOP
1,805,027 million. Cperaling expenses increased at a slower pace to 30%, from COP 1,330,335 million 1o
COP 1,724,710 millicn, generating an increase in cperating income of COP 37,056 million and an increase
in operaling margin: from 3.15% 1o 4.45%. The increase in operating revenues is mainly explained by the
behavicr of portlolio interest and the valuaticn of derivatives.

Graph 4 - Income statement. 2016-2015
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Porticlic inlerest increased 49% due to a double effect: a significanl increase in interest rates, which affected
the hase rales al which the partfolio is indexed, and the increase in the average portfolic balance {19%
growth),
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Graph 5- Evolution of portfolio interests
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The Tollowing lahle shows the compaosition by index of the rediscount portfolio:;

Table 8 - Composition of the rediscount portfolio

Time Deposits 5,055,667 65%
IPC 1,453,951 19%
IBR 3 Manths 341 676 4%
IBR 1 Month 301,612 4%
FLIA 104,249 1%
LIWVR 33,238 0%
Liber 1 Month 64,022 1%
Libar 3 Manths 329,273 4%
Libar & Maonths 120,619 2%

Tatal Balance 7,804,306

The intervention rate of the Colombian Central Bank closed 2016 al 7.5%, which is an increase of 175 basis
points compared to the end of 2015, This increase was explained by the acceleralion of inflation; the average
CPIfor 2016 was higher than that of 2015 by 254 basis points, hitting a rate of 8.97% i July 2016, For Time
Deposits, the average for 2015 was 4.58% E.A, while in 2016 it was 6.84% (it increased by 226 basis points).,
The average IBR in 2015 was 4.78% E.A. while in 20161t was 7.23%, an increase of 245 basis points,

As mentioned abave, in 2016 the Bank received USD 134.7 million lrom mullilateral and internatianal banks
and disbursed lcans of USD 98.9 million. Given these changes in assels and liabilties in foreign currency, and
in campliance with the hedging policy to mitigate the risk of changes in the exchange rate, Findeler increased
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the average halance of derivatives, which increased from USD 145.7 million n 2015 to USD 275.7 million in
2016, In addition, this explains the significant change in the valuation of derivatives (58% growth) and its
impact on operaling revenues (this item weighs 43% in the operational income).

Curing 2016, non-financal income generated by the inter-adminisirative agreernents executed by the
Technical Vice-Presidency, recarded in the proegram lees and commissions account, increased 19% from COP
56,946 million in 2015 to COP 67,678 millicn in 2016). This growth reinforces the trend of the importance
for Findeler of net only diversifying its scurces of income but of being an ally for the territories through the
support 1o sustainable pregrams, These nen-financial revenues have a relative share of 3.7% in operating
revenues.

Changes in cperating expenses are explained by moverments in the inlerests item (up 48% compared Lo
2015}, exchange adjustment {decreasing by 70% compared Lo the previous year) and the increase due Lo the
loss of valuation of derivatives {116% increase).

Like the portfolio interests, interest on COs and loans increased due to an increase in the average manthly
balance (19%] of these liabilities and the increase in interest rates, The average monthly balance of CBs in
2015 was COP 4,334,124 millicn and in 2016 was COP 4,627,138 millicn. The composition of the liability
of CDs hy rale is presented in Lhe table below:

Table 9- Tax liahility composition of the CDs by rate

Balance -
R s
m (mllllonS) s

IBR 1,742,507 37%
IPC 1,225,698 26%
Time Deposils 1,284,560 27%
Fixed rale 502,567 11%

Total balance

In terms of loans, the average manthly balance increased from COP 1,004,038 millien to COP 1,743,872
millicn, Given thal approximately 75% of the credil balance in 2016 is denominated in dollars, the
devaluation of the exchange rate in 2016 impacted the amount paid {ar interest; the exchange rate displayed
an average increase of 11% compared 1o 2015,

The increase in the loss in the valuation of derivatives is explained by the increase in the average balance of
hedges during 2016 in relation to 2015 {as explained above), as well as by the volatility of the dollar against
the Colembzian peso,

The ret income for 2016 grew signiflicantly compared to the previous year and the ROE for 2016 closed at
4.21% (it measures prafitabilily against the Equity ¢f the entity}, which means an increase in 129 basis points
compared 1o that achieved in 2015, This ROE was above the goal proposed in the Strategic Plan: 2.95%.
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4.1.4  RISKRATING

STANDARD & POOR’S

In 2015 the country had a long-term internaticnal rating of BEB with a slable oullock, butin February 2016
the outlook was reduced {c negative. This reduclion is explained by the deterioration of the growth outlook,
the fiscal situation and the balance of external accounts that is derived Tfrom the less cptimistic projections
abcul the oil price made by the rating agency at that time.

With this reduction, {ive Colombian banks were affected, including Findeter, which went from having a long-
term international rating of BBE + to BBB-. However, in August, Standard and Poor's improved lhe
internaticnal leng-term risk outlook for Colombian banks from negative 1o stahle.

FiTcH RAITINGS

In the case of Colombia, the country closed 2015 with a long-term foreign currency rating of BBE with a
stable outlook. In July 2016 Fitch Ratings changed its risk rating cutlock for Calombia from stable Lo negative
considering the external imbalance, the evolution af external indebtedness, the growing tendency of the
fiscal deficit, a narrow fiscal margin for maneuver, and the acceleralion of inflation.

Findeter ended 2015 with a long-term intemational rating of BBB with a slahle cutleok, and as a resull of
the reduclion in Colombia's sovereign rating, this was reduced 1o a negative outlook. The main reason for
these decisicns is Lhat for Fitch, the banks' prospects must be aligned with that of Colombia's sovereign debt.
Therefore, althaugh the report presented by Filch acknowledges that the banks' long-term BBE rating is due
to their own meril, they cannot be above thatl of the country, and therefore the Colombian outlock is
refllected in their rating.

Fitch Ratings affirms Findeter rating in "AAA (col)' and 'F1 + (coly'; Stable Outlook, (November 21, 2016);

» National long-term rating affirmed at 'AAA {cli'; Stable Outlook
= Naticnal short-term rating affirmed in 'F1 + (col)’;
* Ralings are based on;

= Government Support: Filch Ratings's perception of the State's willingness and ability to provide it
with timely and sufficient suppaort, if required.

= Cantributlion 1o Econemic Develepment; stralegic imperiance within the Naticnal Development
Plan.

» Low profitability, according to goals: arientaticn to the public service and contribution tc
econcemic development, Objective of diversification of the Tunding allernatives of the entity.

National International s
186 F1+ BBB @
Fitch Ratings
Long-term Short-term ‘ Standard and Poor's
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SECURITIZATION

/o
~/

RATING WITH HELM

Fitch Ratings affirms the ralings on the TIF sub-seres; Stable Outlack (March 28, 2016):

INTERNATIONAL

Fitch Ratings

Fitch has affirmed the ratings for the sub-series that will comprise the Credit Content
Securities issued by the "Findeler Securitization Trust (TIFI" fer COP 282,650 million.

TIF Sub series AZ - 48 months up to COP 91,500 million
Affirmed the "AAA (cal)' rating; Stable Gutlock.
TIF Sub-series A3 - 72 months up to COP 98,500 million
Affirmed the 'AAA {col)' rating; Stable Outlook.

The ratings are hased on: 1) Strong Credil Suppart Mechanisms; 2} Adeguate portfolio
characteristics; 37 Structure of the transaction; 4} Findeter's Operational and
Administrative capacily and 5% Legal framewwark

Adequale Portfolio Features: The underlying asset of the issue is represented in different
modalities of Rediscount credits granted by Findeter 1& financial instituticns in Colombia,
The credits selecled Lo support Lhe issue present satisfactory characteristics in terms of risk,
rale, term and concentration by seclar, financial institution and Tinancial group

Structure of the Transaction: The transaction has credit support mechanisms, such as a
high overcollateralization, a prepaid account, a series of liquidity Tunds and a stnct policy
of returning surplus to the originator. In addition, the structure greatly mitigates the
interest rate risk given thal securitized loans are indexed at the same rate as the securities
issued. The priority of payrments established Tor the issue generates a significant strength
to the structure because it limits the dislribulion of excess cash in the case of a default cf
more than 3%. The credit substitution mechanism, in which Findeler acguires the
commitment to replace credits with prepayments greater than 3% quarlerly, mitigates the
prepayment risk 1o which inveslors would be exposed

BOND RATINGS

Senior Notes Rating 'BBB' (November 21, 2016); 10-year bonds denominated in COP, senior and unsecured,
maturing in 2024 at BBB

The rating is based

Standard & Poors
[ ]
[ ]

o

The long-term foreign currency lssuer Default Rating (IDR) is 'BBB' with negative outlock
and the local currency IDR ('BBB') with negative outlook, The IDRs are in hine with
Colembia's sovereign debi ratings, as Filch Ratings considers Findeler an integral part of
the government given its rele in the developrnent of the regions,

In recent years Findeter has diversified its financing alternatives, thus improving funding
sOUrces.

Findeter rating, an March 31, 2016, Carporate Creditl Rating (CCR) BBB/Negative/A-2.
Rating of Seniar Unsecured Bonds BBB

The individual credit profile {SACPYis "bbb-".
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. Findeler i1s a second-tier entity highlighted within the financal system, with a "very
important rele” because it is an entity that prometes strategic develepment in Colombia,
in the main sectors of the country's economy, such as infrastructure, transportation,
housing, energy, technalagy, among cthers,

. "Adequale” risk pasiticn,
. The fund's averall liquidity and liquidily assessment is moderate.
o Findeler's perspective is negative, since il is hased on Colembia's perspective.

4.2 BUDGET AND SOURCES OF FUNDING
421 BUDGET

The final budget of sources of the Entity for 2016 amounted to COP 285,291 million,

The execulion of scurces regislered a value of COP 839,150 million, equivalent to 85% of the currenl budget.
Of these scurces, the Financial Revenues stand out with an execution of 849, which mainly onginated, due
to the ccllection of interest of the actve porticlic whose value was COP 512,241 million, Similarly, another
figure that stands out1s Other Operating Income with a 139% execution, generated by the entry of Fiduciary
Commissions and Cemmitment fer COP 12,086 million.

Table 10 - Execution of budget sources

o Income Difference 5
Current Initial 2 .
Sources Budget (1) target (2) Year Execution Compliance
£} (4)=(1-(3) (5)= (3M(1}

F nancia income G- 0,455 580,89 /62,874 147,595 84 %
I[reame AgraEmenis = £ or 65, /50 65, /50 63,433 2,326 6%
SrongTAms
Crher Goeratro Inco~e 5, /08 5, /08 12,088 (3,378 135%
Crber Mon-Cperat ro Ircome a0z 2°3%

oo r e hons
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As for the final budgetl implementaticn, Lhis tolaled COP 813,019 million, equivalent to an 83% of
compliance with the current budgel.

Within the implermentation iterns are Financial Expenses wath 83% executicn, These expenses correspend to
the payment of the interest and commissiens for obligations, the expenditures for derivalives and other
financial expenses that amounted 1o COP 687,527 million, Another cancept corresponds to 80% execution
of the agreements and programs administered by Findeter for COP 36,714 million,

Tahle 11- Budget implementation items

Curren: Iritia target

Financial expenses 833,352 493,236 687,527 145,825 33%
Tax ~ Expenses  and 5, oq 53,021 30,708 4,081 88%
Contributicns

General and

Administrative  Expenses 53,490 58,372 55,925 12,565 52%
General

Agreements and / or
Pragrams Expenses 46,075 48,755 36,714 9,361 50%
Operalion

Acquisition of Assels

With respect to the execulion of sources of the Royallies Execution Unit, for the years 2014 1 2016, resources
were eslimaled for COP 50,393 million with 99% compliance on accumulating an income value of COP
49,874 million.

Table 12 - Execution of Sources of the Royalties Execution Unit

Revenue : &
: %
Approved Execution Difference ]

Resources 2014 - 2016 Execution Compliance

Royalties Resources Projects 50,393 49,874 519 99 %
Total Sources Royallies 50,393 49,874 519 99 %
oo r e hons
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In relation 1o the implementation budgetl items of COP 58,393 millicn at the end of 2016, there are
commitments amounting to COP 49,874 million, for a 99% execution.

Table 13 - Execution of implementation Royalties Execution Unit

Resources

Approved Accumulated Uncommitted

: VS.
Resources Commitments Value

Commitments

Projects Resources Royalties

ooy e oew s

99%

4212 FUNDING

During 2016 at Findeter we have been able to raise funds through CDs worth COP 3.24 bin, which represents
a 37% increase in the volume of placements of these secunities in the markel. Mo hond issues were
performed.

Direcl issues tolaled COP 1.74 bn; In addition, the renewals of the securities totaled COP 1.18 bn without
forgetting the placement of securities through the Dutch Auction mechamsm on the Celombian Stock
Exchange that reached COP 317,000 million,

Table 14 - Comparison Funding Findeter 2015-2016

I K N I N )

CD Primary Issue 1,526,786 65% 1,735,380 54% 14 %
CD Renewal 524,258 35% 1,182,809  37% A5,
CD Auction 0% 417,083 10% 100%
Bonds 0% 0% 0%

liaeresan kAL s

In terms of the distribution by type of ndicator, the issues of 2016 were led by the IBR with 43.95%, in
second place the Time Depasits with 37.06%, showing an increase in the cutstanding volume compared to
the previous year, in third place the Fixed Rale with 15.58% and finally the CPlwith a 3.41% share.
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Tahle 15- Funding hy Indicator Findeter 2015-2016

mm

—[r)lg[‘:l%SilS 594,758 25% 1,198,367 37%  102%
CPI 268,226 11 % 110,357 3% -59%
IBR 1,227,987 52% 1,421,844 44% 16%
Fixed rale 260,073 11 % 504,204 16% 94 %

: 044 | 100% } 235,27 100%

higeresan kAL s

Renewals of maturities and repurchases of CD securities reached 58.78% of maturities, which allowed us to
premote the permanence of resources with investers, improve the maturity prefile and the use of liquidily
surpluses.

Monetizing and hedging management

Guring 2016 we menelized resources from loans with International Banks for USD 155 million, facilitating
their availability for local currency rediscount cperaticns. At the same Lime, our management allowed us to
maintain clese to 100% coverage of foreign currency liabilities threugh the formation of Ferward and natural
hedges, which allowed us 1o reduce the vulnerabilities of exchange rate risk in a year that recorded historical
and important volatilities resulting in a revaluation of 4.72% at the end cf the year.

4.2.3  INVESTMENTS

During 2016, global market volatility continued, which is why we preferred to maintain the conservative
position of low exposure with mainly short Lerm investments.

In lerms of Treasury Bonds, we did not make investments during the year due to the great impact suffered
by assel prices in emerging markels in the first part of the year; however, we managed to rmaterialize the
yield of scme securities purchased the previous year.

The Enlity's investment portfolio was focused on the use of temporary cash surpluses, mainly with shori-term
CDs (less than cne vear) to a greater exlent with buy backs of CDs, which facilitated the management of the
maturity predile by lowering concentrations and lengthening the duration of said liahilities.

Finally, it is worth mentioning that in line with the prowvisions of the structuring of the rediscount porticlio
securitication cperation we acquired TER IPC B securities,

4.3 INTERNATIONAL BANKING

Findeler maintained its international position by oblaining credits frem Multilateral and Internaticnal Banks;
non-refundable ntemational cooperation resources and being present at world-class events. 2016 was the
year with the highesl level of disbursements in international credits and the signing of internaticnal
cooperation agreemenls.
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During 2016 Findeter oblained fareign loans worth USD 325 million, represented in loan agreements and
credil agreements with Multilateral and International Banks, as cutlined below.

Within the framework of the Multi-seclor Conditicnal Credit Line Agreement for the Fiscal Strengthening
and Public Investment Expenditure Pragram of the Territarial Entities, the secand individual lean under the
Credit Line was signed: "Program for Fiscal Strengthening and Public Invesiment Expenditure for
Municipalities, its Decentraliced Entities and Metropclilan Areas” for a value of USD 150 million thatl aims to
contribute 1¢ the improvemen! of liscal and urban sustainability in Bucaramanga, Manizales, Maonteria, Pasto,
Pereira, their Public Service Companies and the Metropolitan Areas to which Lhey belong, through the
financing of institutional strenglhening and investrment projects.

Findeter signed the Global Credit Line Agreement No, 2142 for USD 50 million with the Central American
Bank for Economic Integration {CABEI).

&5 for International Banks, Findeter received credits frem CITIBANK M. A for USD 50 millicn and the Bank of
Tokyo - Mitsubishi UFJ, LTD fer USD 75 millicn.

In order to leverage the growth achieved in the Entily, in the course of 2016, external credit disbursements
amounting te approximately USD 260 million were obtained from CITIBANK N4, Bank of Tokyo - Mitsubishi
UFI, LTD, Central American Bank for Integration Economics - BCIE, Inler-American Development Bank-IDB
and KR,

In the field of internaticnal non-reimbursable cooperation, resources were approved wilh inlemational funds
for appraximately USD 35 million, making 2016 the year with highest level of approved resaurces.

The NAMA Facilily approved approximately € 14,7 million to the Entity for the development of projects
focused on reducing greenhouse gas emissions and the developrment of a public policy framework for
Suslainable Transport Oriented Development (TOD). The French Fund for the Global Environment (FFEM in
French), through the French Development Agency, awarded Findeter € 350,000 to carry out a value caplure
study based on TOD projects. The Global Enviranment Facility, through the Inter-Amencan Development Bank
(IDB], granted FINDETER non-reimbursable cocperation resources for energy efficient public lighting for USD
2 million.

Disbursements for internaticnal cooperaticn warth approximately COP 10,000 millicn were executed from
varicus sources of international cooperation such as the Latin American Investment Facility (LAIF), the Inter-
American Develecpment Bank, and the Low Carbon Resilient Development Program (LCRD / USAID).

In additicn, during 2016 Findeler received technical cooperation from the Dutch Embassy for the Cartagena
Infrastructure Project of the IDB far the structuring and possible issuance of green bonds, and the German
Develepment Bank KRV {or the identification of potential waler and basic sanitation projects.

4.4 RISK MANAGEMENT

441 RISK MANAGEMENT APPRDACH

Risk management al Findeter aims 1o manage the varigus financial and non-financial risks faced by the Entity
by virtue of the execution of its corporale purpose and its own existence as such, Thisimplies the construction
and implementation of policies, procedures and methedologies to identify, measure, contral and monitar
these risks, whether through requlatary compliance or as a result of the voluntary adoption of good practices.
For this purpose, Findeler, through the Vice-Presidency of Credit and Risks, has an appropriate human
resource and an adeguate technolagical support for the management of the different types of risk,

In this way, through appropnate risk management, senior managemenl is provided with sufficient and timely
infermatian Tor appropriate nisk-taking.

On the other hand, in the case of the malerializalion of risk events, the control mechanisms adopted in the
different processes manage 1o minimize the impacis that are generated. In addition, appropriate risk
management generates a high level of cenfidence of the Entity Lo all its stakeholders.
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Figure 2 - Findeter Risk Management System
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According to the validation performed 1o the different risk management systerns managed by the Entity, and
as a resull of the audit results, we note that Findeler is complying with what is defined by the Colombian
Financial Superiniendence regarding lhe stages and elements, Notwithstanding this recommendations were
generaled thal will allow it Lo cantinue strengthening the dillerent systems, in the following aspects.

4412 INTEGRATED FINANCIAL RISK SYSTEM

During 2016 we cansolidated the individual provisions medel for the rediscount operations in order to make
it more efficient in accordance with the assigned portfolio coverage according Lo the risk associated with this
type of operation.

In accerdance with the policy of continuous improvement established at the Entity, procedures for the
identification, measurement, control and monitoring of the Management Systems for Liquidity Risk {LRMS),
Market Risk IMRMS) and Credit Risk (CRMS) have been updated and optimized. Each of these systems has
models, methodologies, policies and limits defined in each of the respective manuals. All these components
are approved by the Board of Direclers of the Entity and focused on strenglhening the decision making
pracess.

Below, Lhe performance of these aspects is presented per system.

CREDIT RISK MANAGEMENT SYSTEM — CRMS

The credit risk management system allows the assessment of credit risk in the process of granting, tracking
and contral of a loan by the Entity.

Credit Risk management within the Entity is carried cut in accardance wilh the rules issued by the Colembian
Superintendence of Finance and the guidelines eslablished by the Board of Directors, The policies, limits,
procedures, models, constilution of provisions and methedologies of allocation of Maximum Exposure Value
(MEVS, monilaring and control for each type of intermediary, are recorded in the enlity's CRMS Manual,
During 2016 this manual was updated several limes, the lasi of which was approved on September 27,

The methodologies implemented in the Entily are differentiated by Lhe lype of intermediary to be evaluated,
qualilied and controlled; these methodologies are based on financial analysis, likelihcod of defaull, qualitative
aspects and visits, which allow the objective of assigning the Maximum Exposure Value {MEV) to each
intermediary Lo be realized. It should be noted thal all MEVs are approved exclusively by the Board of Direclors
of the Entity, Tallowing analysis by the Risk Committee and GAP. In 2016, with the approval of the Board of
Directors, the CRMS Commitlee was created to analyze different aspects related 1o the credit risk
management system.

Findeter, as a result of the application of its models of evaluation, gualificatiocn and follow-up to the
counterparties that make up the loan portfolio, maintains the credit risk indicators at levels that place it
among the best in the financial system, a situalion that is shown in The following graphs;
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Graphic 6 Graphic AA - Portfolio Quality (Past due portfolio / Gross Portfolio)
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As for the portfelic quality indicator, it has historically been at very low levels with respect to the system. In
December 2016 this indicalor decreased compared 1o 2015 1 a level of 0.1375%. L is important 1o mention
that this perifolic includes the portfolio of Tormer employees.

As regards the coverage chart, il is important to clarify that due to the effect of the decrease in past due
portfolio, as a result of a portfolio write-off in 2011, the coverage indicalor as of that date had values
that are not visible to scale in the graph, By December 2016 it was at levels of 611.06% higher than that
repoerted the immediately preceding year. It is imporlanl to clarify that, as of December 2015, the
methodolegy of provisions was amended in compliance with External Circular 032 of November 2014 of the
Financial Superintendence of Calombia, this new methodology allows the Entity 1o be more efficient in
recognizing the risk associated with each ntermediary conjugated with a companent of systemic risk and in
this way to calculate the expected losses.
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Figure 7 Coverage {Provisions / Overdue portfolio)
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The distribution of the portfolio by rating is as lollows:

Table 16 - Portfolio Rating

Portfolio

Category balance % Share

Calegory A "MNormal Risk" 7,800,406 99.86%
Category B "Acceplable Risk" 1,502 0.02%
Category C "Appreciable Risk" 38 0.00%
Calegery D "Significant Risk” 69 0.00%

0.12%

Calegory E "Mon-recoverable”

lires e o

As can be seen, 99.85% of the total portfolio of the entity is in category A, the share ¢f 0.12% of calegory
Eis due to a part of the porticlio that Findeter received far direct collection product of the liguidalion of
Financiera Internacional and the BCH, which was fully provisioned because il is under judicial collection ar
under Law 550/99 and 617/00.

LIQUIDITY RISK MANAGEMENT SYSTEM - LRMS

The LRMS is the liquidity risk management systermn that entities must implement in arder to identify, measure,
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control and monitor the liguidily risk 1o which they are exposed in the develcpment of their authorized
operalions both for the pasitions of the so-called banking book and the treasury book, whether on or off the
balance sheet {debil contingencies and creditor contingencies). The Liguidity Risk Management System -
LRMS of the Entity complies with the External Circular 042 of November 2009 of the FRnancial
Superintendence of Colombia. The main indicalor used by Findeler for monitoring in this system is the
liquidity risk index - LRI as defined by the aforementioned circular letter.

During 2016 we performed weekly manilcring activities, which are projections in which the indicalor is
oblained up to 60 days from the dale of calculation, which allows us to anticipale changes and Lo know the
impact generaled by the daily dynamics of disbursements ar withdrawals in the hguidity of the Entily. We
perfarm monthly calculations applying the mternal model of liquidity risk, in addition to strictly Tallowing the
policies of the Board of Directors,

As can be observed, at the monthly closes the LRI for the bands of 7 and 30 days remained positive;

Graph 8 - LRI 7 days
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Graph 1- LRI 30 days
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At the end of the year the indicator was COP 473,611 million far the hand fram 110 7 days and COP 428,668
millicn for the band from 1 to 30 days, which reflects that an adequate level of resources is maintained in

the Entity 1o Tulfill its chligations and to carry out its activities.

Findeler, m order to meniter and control medium and long-term liquidity risk, develeped an internal model
based on the liquidity requirements and contractual flows defined in the Financial Superintendence of
Colembia's standard medel, but including the analysis of the liquidity risk indicaler in other time bands
according to the nature of the Enlity's operalions. During 2016, the behavior of the 90-day band was as

follows,
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Graph 10 - Accumulated Liguidity Gap 90 Days

349.769
312.786

345.019
328.549

199.122

133.132

53.003

31.316 37.965

i (26.085)
(96.170)
SO L S SN S S . S S SN -
&% & g X @7’* '\\’o ¥ & ) & ® &

In this way, the internal model allowed the raising of funds Tor the fulfilment of conlractual cbligaticns to
be properly programmed, and also allowed the mosl cpperiune moments 1o be analyzed in order to boost
the cemmercial work of the Entity.

MARKET RISK MANAGEMENT SYSTEM - MRMS

Findeter has implemented the Market Risk Management System, which allovs {or limely decisions to be
taken to mitigate this risk. The value at markel risk is estimated using the methodolegy suggesled by the
Financial Superintendence of Colomibzia. Al the close of 2016, the value-at-risk (VaR} resull was COP 17,423
millicn, representing 1.79% of the value of Findeter's technical assels, which is below Lhe limit established
by the Beard of Directors, which is 8.0%.

The following graph shows the value-at-risk {aR) behaviar, which remained below the limitl established by

the Entity's Board of Cirectors,
Graph 2- VaR
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EXCHANGE RISK

In compliance with the provisions of the External Regulatcry Circular Letter DODM 285 of the Colombian
Central Bank, in order 1o cover the exchange exposure of the Entily and with the provisions of Exiernal
Circular No. 041 of the Financial Superintendence of Colombia regarding Lhe transmission of the Glchal
Exchange Rate Positicn, Findeter has been hedging the exchange exposure of ils [oreign currency liabilities.

Therefare, the Entily adopled the policy of hedging its liabilities in Toreign currency prior to the issuance of
the regulations in 2005, strictly cemplying with the provisions of External Circular 014 of 1998 issued by the
Fimancial Superinlendence of Colombia, as stated in the minules of Board of Directlors No. 131 of January
23, 2003,

As part of its strategy to reduce its foreign exchange risk during 2016, Findeler made forward transactions
and dollar dishursements as a natural hedge for foreign currency habilites amounling 1o USD 274.1 million
and USD 166.5 million respectively at the close in December. The Entity's liahility coverage program closed
2016 with a 99.90% foreign exchange hedge.

443 INTEGRATED NON-FINANCIAL RISK SYSTEM

During 2016, Findeter worked on the implementation of an integrated system of non-financial risks, which
seeks 10 manage, under a single model and methodology, the risks for operations, information security,
business continuily, suppliers, money laundering and Tinancing af terrorism, taking as a framewark the
processes of the Entily as defined in its Integrated Management System,

In the development of this work, the migration of six processes to this new scheme was performed
(Commercial Management, Active Qperations, Financial Operaticns, Portfclic Management, Risk
Management and Assistance 10 Inlegrated Terrilorial Development), which was accempanied by the
implementation of the WRM application that will allows the Enlity to perform betler risk governance.

Conlinuing with the integrated systerns model, Findeler worked on the definition of methodologies and risk
matrices for the projects to which technical assistance is provided, seeking to extend the risk management
to said projects, strengthening their execution and increasing the trust deposited in us by cur customers,

Next, the performance of these aspects per system is presented;

SYSTEM OF RISK ADMINISTRATION OF ASSET LAUNDERING AND FINANCING OF TERRORISM -
SARLAFT

SARLAFT is the system adopted to promole the Risk management culture and to prevent crimes assoCiated
with Money Laundering {LAY and Terrorism Financing (FT. Money laundering 1s incurred when any person or
company acquires, stores, invests, transports, transforms, custodies or administers goods that are of an illegal
origin.

Findeler has implemented the Syslermn of Risk Management of Maney Laundering and Financing of Terronsm
- SARLAFT, which includes the policies, procedures and crganizaticnal infrastructure, in accordance wath the
Basic Legal Circular of the Financial Superintendence of Colambia.

In 2016, periodic reports were presented to the Beard of Direclars on the activities carried out by the
Compliance Cificer, as well as the transmissicns of the Suspicious Operations Report SOR, and the Products
Reparl 1o the Financial Analysis Research Unit - LIAF,

Annual traming and evaluation was carried oul ic the Entity's employees on SARLAFT, chbiaining coverage of
97%, corresponding to 394 employees,

In accordance with the provisions of the Basic Legal Circular, SARLAFT was monitored by evaluating the
elements that compose it, obtaining an aptimal result of the same, seeking in this way to adequately shield
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the Entity against this risk. Additionally, it was established that there were no elements that modified the
prafile of the Entily for this type of risk, with said risk remaining low.

OPERATIONAL RISK ADMINISTRATION SYSTEM - ORAS

The Operational Risk Management Syslem, aims to identify, measure, contral and effectively monitor the
operalicnal risk associated with the different processes within Findeler, camplying wath the provisicns of the
Accounting Basic Circular 100 of 1995, issued hy the Financial Superintendence of Colombia, Chapter XIII.

In addition 1o the migration of process, 35 risk events were presented in the Entity, which did net generale
econcmic losses and have heen a scurce for strengthening of cur processes. Also, during 2016 we continue
warking an the culture of risk, completing the training sessions called "Towards a culture of risk", achieving
979% coverage as mentioned in the SARLAFT section,

Business Continuity Plan - BCP

For this issue we update the business impact analyses. This tool allcws beth the criticality level of the processes
and their critical activities to be updaled. Based on these analyzes, varicus operaticnal tests were carried out
to maintain reascnable assurance ahcut the continuity of the Entity in the event of an interrupticn in its
operalions, as well as a return 1o normality once the crisis has passed.

Project Risks

Findeter, through the non-financial product called "Advisement o Integrated Territorial Development -
AITD", has been developing technical assistance 1o waler, infrastructure and housing programs, amang
others. In the management of these products and projects, the Entity is exposed to a variety of situations that
generale potential risks that may materialize. These can lead to ecanomic cosls, legal sanctions, damage 1o
its image and repulaticn, and eventually the continuity and survival of the husiness. For this reason, we
contemplate the implementation of a methadology airmed at effectively and efficiently managing these risks.
A5 a result, the process of hiring a consultancy specialized in the subjecl was initiated, which allows for the
strengthening of the managemenl of the risks associated with the projects emanating fram the
aforementicned programs, as well as their adaptation and adjusiment to other programs, preducts and
projects led by the Entity,

Anti-Fraud and Corruption Program

Once the risk prefile was evaluated, there were no elements thal modified 1t with Lhe nisk remaining as
moderate, Additionally, the evaluation of the elements that compose the program was performed, oblaining
an acceptable result. Finally, during the year, the actual or presumed occurrence of any event (hat involved
the workers of the Entity was evidenced.

INFORMATION SECURITY MANAGEMENT SYSTEM - ISMS

Findeler, commitled te information security, approved the scope of the Information Security Management
System, the Information Security and Privacy Pelicies, the Nen-Financial Risk Comprehensive Methadalogy
and the Contracting of the CYBERSECURITY Palicy.

Progress was also made in the implementation of measures aimed al strengthening the Entity's informaticn
securily, such as: Restriction of access to the area of [T infrastructure management; the Physical idenlification
of workers and visitors; Control of access 1o the corporate network of the Entity; Restriction of navigation
through the Internet in critical areas of the Entity; Informaticn Exchange Porial; Control of printing in the
regicn offices; Proleclive measures against Ransomware; Separation of the lest and development
envircnment; Control of generic users; Equipmenl security and the pregrammed shuldown of equipment,
amang others,

With regard to requlatory compliance related 1o information security, the followang activities were carried
out:

o Regisiration of the Personal Databases in the Malional Registry of Databases - NRDB, in
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compliance with External Circular 002 of 2015 of the Superintendence of Indusiry and
Commerge,

. Review of the Entily's personal data protection palicy and establishment of measures o
ensure compliance with Law 1581 of 2012 and requlatory decree 1377 ol 2013, regarding
the protection of personal data.

. Delinition of the identification and classification guide of the Enlily's assets, according Lo
the levels of classification of information established in Law 1712 of 2014 "Law on
Transparency and the Right of Access to National Public Information”.

° Compliance with the security requirements eslablished in External Circular 029 of 2014 of
the Financial Superintendence of Colombia.

In addition, Findeter contracled a comprehensive managed security service, with the chjeclive of
strengthening the Entity's capabilities 1o detect, analyee, prevent and respond to attacks, incidents ar the
presence of vulnerabilities that may jecpardize the security of ils information.

ENVIRONMENTAL AND SOCIAL RISKS MANAGEMENT SYSTEM - ESRMS

The ESRMS constilutes the set of policies, mechanisms, tools and procedures for the easy and timely
identification, evaluation, reduclion and manitering of the environmenial and social risks generaled by the
beneliciaries in the development of their activities, so as Lo minimize the possibilities of FINDETER to assume
the  cosls  translerred by these  risks, in its role as a  second  floor  Bank.

Findeter's Board of Direclers approved a madificalion to the organizaticnal structure in February 2016 that
included, within the changes, the reassignment of functions from the previcus Social and Environmental
Respensibilily Directorale to the areas of the Entity that according 1o the reviews carried out, had said functions
assigned to them.

The results of the executed analysis were that the Entity has a Vice-Presidency of Credit and Risks that has
within its responsibilities to identily, analyze, evaluate and manage the risks of the Entity based on an integral
risk management; and that it alsa has the compelent professionals 1o manage each of these, For this reasan,
it was delermined that the Environmental and Sodial Risk Analysis System (ESRMS) should also be under the
administration of this Vice Presidency, since itis in charge of providing the guidelines on risks and performing
the manitaring and contral for the praper functioning of all these syslems.

Due to the above, the Findeter ESRMS is now under the control of the Vice-Presidency of Credit and Risks,
which in its role as the Middle Cifice of the system, has the Tollowing functions:

o Ensure the correct application of the system,

° Ensure compliance with legal requirernents and other requiremenls applicable to the
ESRIMS.

° Design and propose the ESRMS policy,

o Define the instruments, methodologies and procedures for the implementation and
operalion of the system and its improvement, in accardance with established policies.

o Support the monitoring of social and environmental risks based on decisions made by the
exeCUlive committee,

o Manage with the relevant areas the internal and external training programs, related tc
enviranmenial and social risks,

° Prepare the system effectiveness reports when requested.

° Provide support on environmental and social risk issues in Lhe negotiation of Findeter's

loan agreements with multilateral banks.
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It s pertinent 1o clarify that due to the medification Lo the organizational structure, changes had 1o be made
in the Manual and other instrurments, i order to update the documenlation contained in the Integrated
WManagement Systemn. The Board of Directors approved the Manual, with its changes, cn December 13, 2016.
Likewvise, the Entity's employees and financial inlermediaries have been trained on these new adjusiments.

As for the management developed by Findeter during 2016, regarding ESRMS, the following behavior wias
presented:

Table 17 - ESRMS Indicators

Tolal ESRMS Projects 32
Disbursed Projects 22

Praject with Evaluation 7/ Without
Gisbursement

The categorization of projects is assigned due to the level of environmental and social risk, with "A" being
the highest incidence and "C" the least.

Graph 12- Category of projects by ESRMS - 2016

Categoria A
32%

Categoria B
53%
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4.5.1 INTERNAL CONTROL MANAGEMENT APPROACH

The Internal Control System of Findeter seeks its suslainabilily and strengthening in leading practices and
applying the guidelines established in the current regulations related to Lhe review and adapiation of the
Internal Contrel System which has allowed Lhe Entily 1o have management systems oriented to leveraging
the Tullillment of objectives based on its business model.!

Figure 3 - Conceptual Framework of the Internal Control System

SISTEMA DE CONTROL INTERNO

The Internal Contral Office perfarms its assurance and consultation functien by evaluating 100% of the
Entity's processes, the Regional offices, the Management Sysiems and contributes to the strengthening of
the Systerm. Additionally, it perfarms special audits with the purpose of identifying preventive improvement
oppariunities and supports the strengthening of processes. According 1o these evaluation and audit actions,

T 1me eva uztion of ke Internal Control Syste~ was carried out in accordarce with DECSEE 923 of May 21, 2014, by
whicn the Stardard rierna Cortre Model (5100 s updatec witn rescect to the 2 modules, & components, 13 elements
and one tfransversa axis; and witk eacn of the elemers cefined inpart |, 1tle |, Chaster W of the external creaar 029 of
2074 s=aed by the Finarcial Saperireenderce of Colorbia, incucing leckne ogical Maragemers and Accounting
Yaragement.
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the recermmendations cblained allowed the strengthening of the different control elements as follcws:

Cantrol Environment:

Strengthened through the definition and documentation of policies and procedures
applicable to the new areas and programs or projects managed by the Entity, as well as
the updaling of existing documentation, in accordance with changes in each area or
process.

The Entity also delined a new slrategic plan in which the objeclives were aligned wath the
mission and wision of the Entity and highlighted the principles and values
that govern i, generaling a climate of trust adequate for the Tullillment of the
fundamenial purpcse and the achievement of their resulis.

Finally, we note thal the recommendations made in the internal audits through their
reparls are appled by the areas Lo improve the processes contributing to the continuous
improvement of the Integrated Management System.

Risk Management:

Recommendations were made regarding the methodolegy and design of the fraud and
corruption risk matrix so that it is aligned with the parameters defined by the
Administrative Department of Public Function (ADPF), as well as the docurmentation of the
methadalegy implemented. Likewise, recommendations were generated for the different
stages and elements of the systems for the administration of the operational risks, maney
laundering and terrorist financing, market credit and liguidity. Cn the other hand,
recommendaticns were generated for the strengthening of the awareness campaigns on
the reports of operational events by the different areas, as well as in the generation and
manilcring of action plans for their mitigation.

Control Activities:

Information and

Monitaring:

The recommendaticns generaled for this element, are aimed at strengthening the design
and eflectiveness of the controls implemented by the different process owners, to miligale
the risks that affect the achievernent of the crganization's objectives. As a resull of our
evaluations, reccmmendations were issued in each area related 1o the identificaticn of
new contrals and the execution and improvement of the efficiency of the existing cantrols.

The strengthening of this element has been evidenced by the definition of new controls
for enterning into compensaled rate agreements for the return ¢f the financial yields, the
following up of the correction of abservaticns in the evaluations of eligibility projects, the
definiticn of phases for the evaluation of waler projects, the creation of a new leqal area
for the different government programs, in addition 1o others.

Communication:

Improvement opportunities were generated for the strengthening of information assets in
terms of security {confidentialily, inlegrity and availability), quality (effectiveness, efliciency
and reliabilily} and compliance with the information generated,

For this contral element, the documentaticn of the new classification definitions of the
Findeter information was evidenced, as well as the updating ol the matrix of primary and
secondary information of the different processes.

Recammendatians were made on the definiticn of management indicalors for the new
areas, projecls or programs managed by the Entity. Likewase, opportunities for
improvement were generated an the definition of action plans {or the Tulfillment of the
established goals.
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. Planning management carried out traming campaigns in different areas, to quide the
definiticn, fermulaticn and menitering of management indicators. I alsc carried cul a
permanent Tollow-up on the implementation of aclion plans from the ISOLUCION tool.

Accounting Management:

o Recommendaticns were made for the strengthening of the policies and procedures
defined by the Entity in accardance with the entry of the IFRS. Likewvise, recommendations
were made on the recanciliation of fixed assets and accounts payable.

° In order to have adequate planning and struciuring in the implementation of IFRS, the
Entity has hired the advice ol accounting, tax and labor experis 1o minimize errors in the
application of the new requlations.

. The Accounting Department has defined contrals to ensure the accrual of monthly
operalions, by deflining and monitoring figures at the close; it also generates
reconciliations with the different areas that provide information such as human talent,
portfolio, administrative and operations,

IT Management:

. The recommendations generated during 2016 focused on strategic 1T planning,
technclogy and infrastructure acquisition, the management of system projects, quality
management, service management with third parties, technclogy continuity, the
management of {acilities, software acquisiton and maintenance, IT change management,
systems accreditation, performance, capacily and availahility, and data management.

o &5 a product of the exercises of Ethical Hacking, information secunty and technolagy
management performed from the Cffice of Intemal Contral, the Entity has strengthened
its controls in the education and training of users and the administration of IT operalions,
it has also carried out different awareness campaigns on information security, password
changes for equipment, among clhers,

In order to meet the recommendalions, the process owners developed actlion plans aimed at strengthening
and improving Lhe Entity's Internal Control System, which have been implemented based on the dates
defined in the audit reporis and special evaluations,

Findeler has implemented and developed within the crganization the guidelines issued by the Administrative
Department of Public Functicn - ABPF and the guidelines of the Financial Superintendence of Colombia. The
commitment and the managemenl of the managers, and in general all the levels of the Entity, has been
observed to the continuous improvement of the processes and the identification and implementaticn of geod
practices of the Internal Cantral System.

A5 a result of the above, it is concluded that the Entity has a defined and documented contrel environment,
identified and monitored risk systems, contral activilies implemented in ils processes,  transversal
communicaticn and infermaticon systems and a menitoring scherme for the fulfillment of 1its objectives which
has allewed the sustainability and strengthening of the Internal Cantrel system. However, management must
continue with the action plans designed for the continuous improvement and sustainability of the Internal
Caontrel System, as well as continue 1o strengthen its conlrols in the Water for Prosperity, Free Housing and
Infrastructure programs, which minimize the reputaticnal, legal and ecanomic risks of the Entity.

452 AUDITING

The internal management audils were carried out with a structured and integraled work appreach, based an
risks, leveraged in a methodology that allows the Tollowing components 1o be evaluated in each process:
Contral enviranment, risk management, control activities, information, communication and monitaring, as
well as the contrels associated with accounting transactions and thaose of the applicalions that suppaort it
These assessments have identified possible risk situations ar aspects that may impact business cperaticens and
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their control envirenment.

Figure 4 - Scheme for strengthening the Internal Control System

Internal
Control

Strengthening Sustainable

! = = compliance
in a cost
effective

way

support to the
business decisions

Note: COSO: Committee of Sponsoring Organizations of the Treadway Commission
fCOSON: initiative of five agendics (o imprave internal control within organizations.

AUDIT PLAN
Pursuant to the 2016-2017 Audit Plan approved by the Audit Committee of the Board of Directors at its

meeting on MNovernber 24, 2015, as of December 31, 2016, 12 specal evaluations has been executed, 19

internal management audits were carried out and six audils are in the completian and validaticn stage with
the process owner,

Graph 13 - Number of Internal Control Audits
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AUDIT RESULTS

As a result of the evaluations carried cul as of December 31, 2016, a (otal of 233 ohservations and
oppartunities for improverment were generaled, on which the same number of action plans were set up o

strengthen compliance with the objectives of the Entily and the different control elements defined in the
external circular 029 of the Financial Superintendence.

Graph 14- Evaluation Results 2016

Observacion Oportunidad de mejora

he Tollowing qraph shows the number of chservations and oppertunities Tor improvement by control
lement:
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Graph 15- Ohservations and opportunities for improvement by control element

Gestion de Tl 38
Gestién contable 7
Monitoreo 17
Informacién y comunicacion 4
Actividades de control 139
Gestion de riesgos 10

Ambiente de control 19

As a result of the execution of the audits, silualions were identified that will enable the Entity to continue
strengthening its Internal Control System in each of the processes defined in the current value chain, on
which recommendations were made and aclion plans were generated.

In accordance with the previous recommendations and thase presented in previcus years, we note that the
new methcdalogy implemented by the Entity to Tollow the strategic abjectives has the following strengths;

* The PMC Project Management Office has an Information System for Project Management (ISP,
which supports the control of documentation, the moniloring and control of the Project
Management process.

* The projects work under the PMBOOK (Project Management Body of Knowledge) methodology,
with 10 areas of knowledge (Scope, Time, Cost, Quality, Human Resources, Communications,
Stakehclders, Risk, Procurement and Integration).

* Good praclices have been adopted, risk managermenl is carried out and a record of exchange
controls and a centrol of payments are kept for each deliverable of Lhe strateqic projects.

= The ISPM platform leaves the evidence of deliverables and cther documentation required for all
projects,

SPECIAL AUDITS

Throughout the year, special audits were carried out regarding campliance with regulations and best practices
with respect 1o the Anti-Corruption Matrix, Ethical Hacking, Findeter ET-Water Credits Trust and Risk
Management, on which recommendations were made and the corresponding aclion plans were generated.

453 AUDITS OF THE INTEGRATED MANAGEMENT SYSTEM
The Office of Internal Control of Management {GIC) coordinaled the Ninth Cycle of Internal Audits of the
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IS, frem November 17 to 25, 2016, supperied by the audit team of the Entity.

The result of the audil is detailed in the following table:

Table 18 - Results of the ninth cyde of IMS internal audits

PROCESS

TYPE OF
PROCESS

Routmg and Planning

Assets Operations

Technalogy
Management

Human
Management

Financial operaticns

Caribbean Regicn

Talent

MO o= MNon Corformrity

CB = Chssrvation

Ol = Tpporurity for mprover-ers
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Accarding 1o the results of the ninth audit cycle, il can be concluded that the Integrated Management System
al Findeter shows a satisflactory level of compliance with Lhe provisions.

FOLLOW-UP OF AUDITS OF THE INTEGRATED MANAGEMENT SYSTEM

Curing Lhe 2016, the guarterly monitoring of compliance with the action plans of the seventh and eighth
cycle of internal audits of IMS (guality and environmental) was carried oul. As a resull of this menitoring, all
the action plans defined by the process owners far the seventh cycle were ahle 1o be completed by December
31, 2016,

For the eighth cycle of audits, 29 acticn plans were completed with one Non-Confermity, one Observaticn
and one Opporlunity for Improvement pending for implementation, which are aimed al updating the
Integrated Management Systern documents, the definition and measurement of the Nonconferming product
and training on the budget, respectively.

454  AUDIT OF THE INTERNAL ACCOUNTING CONTROL SYSTEM

Based on the development of the audit procedures of 2016, it can be established that the Internal Accounting
Caontrel System of the Entily was carried out in accardance with legal regulations and accounting technigue.

Findeler has documented and implemented manuals, procedures and contrals that allow the management
of financial and accounting informaticn, applying generally accepled accounting principles in Colombia.

In the audits of the Enlity's processes, the identified chbservations and improvement cppariunilies were
managed by those persons responsible for the process, and they signed action plans aimed at strengthening
accounting management.

4.5.5 FOLLOW-UP AND IMPLEMENTATION OF THE ACTION PLANS

The Office of Inlernal Contral of Management carries out manthly monitoring of the action plans
implemenied by process owners as a result of the generated recammendations, for which a verification
process is performed using the tool provided by the Entity (ISCLUCION} regarding compliance wath the time
and activities as well as the supporting decument that are required,

In the result of the monitaring carried cul by the Office of Internal Control (CIC) Management 1o the 233
acticn plans generated for 2016, it was cbserved thal 144 action plans are closed and 89 are pending 1o be
implemented.

4546 INTERNAL AND EXTERNAL REPORTS OF MANAGEMENT CONTROL

The Office of Internal Control of Management, in the performance of the "relationship with external entities”
role and as a dynamic component of the Inlernal Control System, during 2016, has produced, in addition to
others, the following reperts and requirements of the Conlrol Entities: Internal Accounting Control Report,
Improvement Plan of the General Comptroller of the Republic Report, Certifications of the Follow-up of the
Ekcgui State Unigue Information System, the Integrated Maodel of Flanning and Managemenl, Follow-up to
the Anti-Corruption Plan and Citizen Customer Service, Delailed Report of the State of Internal Contral - Lav
1474 of 2011, Monitoring of Petition Rights, Expenditure Austerity Reporl, The preparation of these reports
is requlaled by the existing standards for this purpose, as well as their periodicity: manthly, bimonthly,
quarterly and semi-annually.

4.5.7 IMPROVEMENT PLAN OF THE GENERAL COMPTROLLER OF THE REPUBLIC OF COLOMBIA
The General Comptroller of the Republic of Colombia, based on the powers granted by Article 267 of the
Political Constitution, performed an audit of Findeter for 2015, through the evaluation of the principles of

fiscal management: efficiency, effecliveness and economy with which it administered the resources made
available 1o it, and the results of its managerment in the areas, aclivities or pracesses, the review of the balance
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sheel as of December 31, 2015 and the income statement {or the year ended on this date. These financial
statements were reviewed and compared wath those of the previcus year. The audit included, in addition 1o
the management review, the examination of a seleclion of acccunts from Findeter's operations, in order o
determine whelher its administrative and economic operation was carried out in accardance wath the legal
norms and applicable procedures, It alsc evalualed the internal contral,

As a resull of this evalualion, the Office of the Comptroller General of the Republic of Colombia (CGR},
declared thal based on the principles of efficiency, effectiveness and economy, the managemenl carried out
by Findeter in relaticn to the activities evaluated for the year 2015 is favorable, with a rating of 98.078 paints
out of 100.

On completion of the 2015 audit, belows we show the result cblained for the evaluated components;

Table 19 - Results of the Improvement Plan of the General Comptroller of the Republic of

Colombia
“ WEIghted Ratlng
94,33 20% 1887
Management central
Q
Control of Results 100 30% 30
g 0 -
Cantrol of Legality 98.33 10% 9.83
%)
Finandial Control 100 30% 30
93.8 10% .38
Internal control
Total Management and Results Rating 100% 98 078

Findeter created and subscribed to the Plan of Improvemenl thraugh the System of Electronic Surrender of
Accounts and Reports - SIRECI This plan is established for four findings with seven activities scheduled during
2016 and 2017, As of December 31, 2016, it presents an execulion rate of 71%, eguivalent to five activities
carried cul as scheduled.

It also transmitted through the System of Electranic Surrender of Accounts and Reports - SIRECH, the Tollow-
up to the Plan of Improvemenl cerresponding Lo the 2015 term of the Entity and an activity from 2014 with
a report date of December 31, 2015,

458  INTERNAL CONTROL COMMITTEES

AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

In order to establish the general guidelines for the supervision, manitering and improvement of the Internal
Control System-ICS, as well as the process used to review the effecliveness of the ICS and aspects related to
Risk Management, in varicus session the Audit Committee performs a follcw-up to the resulls of the Audit
Plan presented in 2016,

The management of the Audit Committee was carried out through the permanent and active supervision of
the functions and activities carried out by the Internal Centrel Office, in order to establish an adeqguale
independence in relation 1o the aclivities being audiled, providing the means to comply with the audit plan
appraved for Lhe term for which [our sessions were held in February, May, August and November 2016, The
correspanding minules were drawn up for said sessions.
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INTERNAL CONTROL COORDINATION COMMITTEE

The Coordination Committee of the Internal Control System of Findeter, as a collegiate organ of support to
the Administraticn, and in accordance with the provisions of the applicable requlations and other requlatory
Decrees, is in charge of ordering the necessary acticns in order to guarantee the articulated, elficient and
effeclive use of the Internal Contral System and the IMS.

The Cffice of Internal Control of Management performs the Technical Secretarial role for this Commitiee,
being responsible for the preparation, compilation and custody of the respective minutes. During this period,
the Cammittee met in four (4} cpporlunilies: February, May, August and Novernber 2016,

At lhe meetings held hy the committee, the Office of Internal Contral of Management presented the
evaluations made 1o Findeler's management models, as well as the Tollow-up 1o action plans, generated in
accordance with observations and opportunities for improvement resulling from the performed audits,
activities carried cut in terms of promating the cullure of control and relations with external entities.

459 PROMOTING THE CULTURE OF CONTROL

The Internal Control Gffice, in the development of its role of "promaoting the culture of contral", developed
a Self-Control campaign aimed al disseminating the information, raising awvareness and empowering
Findeler's employees, who are responsible for evaluating and analyaing their cwn responsibilities and the
controls that centribute te the continucus improvernent in the fullillment of the institutional mission.

As a resull of this activity it was identiflied thal Findeter has an Organicational Culture focused on
strengthening the Internal Contral Systern and continuous improvement,

4.6 FINANCIAL STATEMENTS AND THE REPORT OF THE STATUTORY
AUDITOR

See the complete information on
the Financial Statements and the
Opinion of the Statutory Auditor
in Annex 3.

5 COMMITMENTTO THE SUSTRINABILITY OF THE REGIONS

5.1 REDISCOUNT CREDIT
5.1.1  REDISCOUNT MANAGEMENT

In 2016, Findeter managed rediscount operations through which COP 2.3 hillion was disbursed, with the
goal for the year being CCP 1.8 hillion far the placement of rediscount credits, Said targel was widely
exceeded with 128% compliance (134% for Private Management and 112% {or Public Management). This
highlights the commitment and respansibility of the human talent of the organization o Tulfill the propased
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During 2016 Findeter contributed to the sustainable development of the country with disbursements in 88
municipalities and 25 departments.

Millones de Pesos

5.1.2

Graph 16- Budget achievement vs. Dishursement
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Same imporlant public sector dishursements that support the susiainable development of the
regions can he highlighted:

For the District of Barrangquilla, COP 125,000 million was dishursed Tor the execution of
invesiment projects under the city's 2016-2019 development plan,

A credit of COP 106,000 million was approved for the plan for the replacement and
modernization of the networks and transmissicn lines of the Empresa de Centrales
Eléctricas del Norte de Santander 5.4, (" North Santander Electncal Plants Company”).

In the Department of Cesar COP 20,000 millicn was disbursed Tor the road plan and the
execulion of lertiary roads.

In lhe city of Medellin, 16 new trains were purchased for COP 20,000 million for the
Empresa de Transporte Masivo del Valfe de Abwrrd ("Aburrd Valley Mass Transit
Company"),

The District of Bogota also received an investment in the Transportation Sector with the
Ciudad Belivar Cable Car project for approsimately COP 18,000 millicn,

DESCRIPTION OF DISBURSEMENTS 2016

In the following Lable we can see the 2016 dishursernents by Rescurce Line, The line with the largest amaunt
of disbursements is Ordinary Resources with 44% of lhe total, We want 1o emphasice, amcng the
Compensaled Rales, the Compensated Health Rate of Decree 1681, where COP 685,914 million was
disbursed in 2016, vath 979 for Privale seclor beneficiaries and the remaining 3% for the Public sector, This
decree 15 intended for public and private Health Service Providers at the national level in order 1o provide
liquidity 1o the sector.
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Tahle 20- Disbursement of rediscounts by resource line

Resource Line 1,815,303
Ordinary Resources 968,695
Compensaled Rales 295,025
Dollars (LSO} 31,283

I gures m B ons of Fesas

With respect to the disbursements by type of channel, we can see how mast of our disburserents are made
in the Private seclor, wath a little more than three limes what was disbursed in the Public Sector. The chjeclives
set at the beginning of the year for the two MNational Management Units, bath Private and Public, were
complied with. In tclal, 650 rediscount operations were carried cul in 2016,

Graph 17- Total disbursements per channel
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During 2016, the most prevalent use ol resources was for investment, This was thanks 1o generated business
including those agreed in the city of Barranquilla for more than COP 125,000 million and the Pablo Tobon
Uribe Hospital in the city of Medellin for COP 70,000 million. Second place in disbursements for the use of
resources is Debt Substitution and finally Werking Capital with 239 of lotal dishursements,
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Graph 18- Disbursements by use of resources
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With respect 1o terms, we can see that almaost 90% of the 1otal disbursements are for terms of five years and
longer, with 45% from Tive 1o eight vears and 45% {or over eight years. This shows that the Entity is focused
on long-term loans.
Graph 19- Dishursements by terms
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Qur largest resgurce line continues Lo be Ordinary Resources with 44% of the tolal disbursements in 2016,
But we also have 42% for the Compensated Rate, thanks to the aforementioned Compensatled Heallh Rate.
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Graph 20- Dishursements hy type of resources
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For disbursements by Region, we can see how the Central Region has the largest participation in the
dishursemenis of 2016 with 29%, followed by the Northwest Region and the Caribbean Region,

Graph 21- Dishursements by region
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The disbursernents by Departrment fallow the line of disbursernents by Region, with the Capital District being
the area where most lcans were made 1in 2016, followed by the Departrment of Antioquia and Atlantico. In

tolal 26 deparimenls were the recipients of Findeler rediscount loans, supparting the Entity's premise of
bringing suslainahle development ta the regions.

Graph 22- Dishursements by Department
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The sector that had the mest dishursements in 2016 was Lhe Health Infrastructure, This is thanks Lo the
Health Compensation Rate avalable during 2016, which was Tully implemented during this period.

Graph 23- Dishursements by sector
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Tabla 1- Type of Operation vs Dishursements 2016

Dishursement
Type of Operation No. Operations % Operations (Millizns of Disbur:’iments
COP)
Credit 429 50.4% 2,071,387 89.7%
Leasing 78 9.4% 52,771 2.3%
Credileasing 100 12.0% 178,098 7.7%
SIH 226 27.1% 8,049 0.4%
Rejected 10 1.2% - -

REVIEW OF REDISCOUNT OPERATIONS

Findeler reviews the rediscount transactions performed with the financal intermediaries, which include,
among others, the supporting documents presenied by the beneficiaries, study of loans, application of
current regulations, established procedures and centrols, consistency of the informalion recorded in their
dalabases versus those of Findeter, and the portfolio recovery process. The detail of this exercise duning 2016,
with 29 reviews that included 449 operations, is presented below:

Graph 24 - Review of Rediscount Operations 2016

Place of Reviews

In situ 22 76%
Off-site 7 24%
Tolal 29 100%

Current status of the reviews

Open 4 31 %
Closed 20 £9%

Result of the Reviews

In conformity 11 38%
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WWith chservalions 18 62%

Review by Type of Operation

Loan 14 48 %
Leasing 4 14 %
SIH 11 38%

Number of Operations Reviewed

Loan 219 48 %
Leasing 57 13%
SIH 173 39%

By 2017 the
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5.2 INTEGRATED TERRITORIAL DEVELOPMENT

5.2.1 TERRITORY PLANNING

We promole Lhe developrient of the country from the regions with camprehensive solutions in the short,
medium and long term through the comprehensive planning cf the lerritcry.,

This is a comprehensive strateqy that takes advantage of the characteristics of our lerrilaries combining them
with the strengths of our economic sectors, the specialization of our technicians and professionals, and the
use of technalogy.

SUSTAINABLE AND COMPETITIVE CITIES

In 2012, the Inter-American Development Bank (IDB) arrived in Colombia with the Emerging and Sustainable
Cities Iniliative (ESCI), the bank chose Findeter as the partner for the application of the methadclogy,
adapting the name cf the initiative e Sustainahle and Competitive Cities (SCC).

The Sustainable and Compelitive Cities Program (SCCY aims 1o generate a short, medium and long-term
planning tccl that allows the priontization of relevant sustainahility actions for the intermediate aties of the
country due 1o their cantribution to the development of Colombna. Likewise, il seeks Lo be an articulator of
naticnal policies in the areas of land use, hcusing, waler, education, mobility, environment, public
management, cempelitiveness and income generation; among others.

The final product delivered to cities s an Action Plan, which addresses four dimensicns; Urban, Environment,
Sccio-ecaonomic and Fiscal-Governance, in four phases; the first is the collection of information from a hattery
of indicators thatl exist 1o analyee the state of the four dimensicns in the cities, then some filters are
implemented (working technigue wilh the territory, 1o validate the resulls of Lhe indicalors and to collect
qualitative informaticn on the preblems and opportunities identified by the territorial actors), a comparative
or benchmark analysis is carried out to dassify the different subjects, and a situational diagnosis of the city is
elabcrated in the four aforementioned dimensians.

Based on lhe results of the diagnasis, the Action Plan is prepared, which develops the pricrity themes such
as the investment projects that allow the City to be mobilized towards sustainable development. Subsequent
phases are then executed; Project development and monilaring and evaluaticn,

As of 2016, the project has covered the cities of Barranquilla, Pereira, Manizales, Bucaramanga, Pasto,
Waonteria, Valledupar, Santa Marta, Villavicencia, Ibagué, Cartagena, Neiva, Popayan, Riohacha, Rionegre,
and the functicnal system of Sinceleje-Corozal,

Table 22 - Coverage indicatars of Sustainable and Competitive Cities

N° completed
actian plans
2016

N° completed action
plans

Coverage

17 cities & 3

In 2016 the Actlicn Plans for Santa Marta, Villavicenao and Valledupar were finalized. The eight action plans
delivered to dale have an investment forecast of approximately COP 12 .4 billicn, of which, as of December
2016, COP 3.2 billion has been disbursed. Findeter has mohilized COP 4.1 billion in loans lor all the cities
included in the Pregram,
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Table 23 - Action Plans Sustainable and Competitive Cities. Costs and dishursements to date

Barranquilla 27,453 2,188,920 2,216,373 1.517.1

Manizales 16,950 890,050 907,000 159,402

Pasto 44,690 1,721,310 1,766,000 156,464

Valledupar 20,730 1,810,500 1,831,230 71,746
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EMBLEMATIC CITIES

Follewing the Sustainable and Compelitive Cities (SCC) program, a number of municipalities in the country
expressed an interest in being part of the IDB network of ICES cities, but due tc the nature, magnitude and
focus of the program, the municipalities were unable 1o meet the selection criteria for the platform, which s
why the Emblematic Cities {CE} was created.

Findeter decided 1o adapt the ICES methodology 1o a smaller scale by providing lechnical assislance in specific
areas according Lo the prohblems and needs of each territory. The objective of Lhis program is to preamate
sustainable development in muniapalities with strategic importance for the country or localed in areas of
vulnerahility, which have indicators of Unsatisfied Basic Needs above the national average, and have
instituticns commilted 1o the comprehensive planning and implementation of strategic projecls in the cities.

The mission of the Emblematic Cities program focuses on closing inequality gaps and supporting its planning
and development processes. The methodology focuses on feur dimensions of sustainahility, Enviranmenial,
Urban, Socio-ecanomic, Tax and Governance, which are disaggregated in different topics of relevance for
each of the dimensions. In addition, it also takes inlo account existing planning tools in cities and the available
infarmation preduced by different territorial and naticnal entities.

The project has covered the municipalities of Quibdo, Galapa, Buenaventura, San Gil, Tumaco,
Barrancabermeja, Magangué, Aracataca, Lorica, La Calera, San Andrés, Chinching, Gramalole, Anapcima,
Villanueva, Teld, San Bernardo del Viento, Villa de Leyva, Carmen de Bolivar, as well as the 11 municipalities
of the Sabana Centro (" Central Savannah ™) region.

Table 24- Emblematic Cities coverage indicators

N° Completed action

N° Action plans in

Coverage N® Plans delivered plans
process

31 cilies 17 3 "
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CiupAT - SUSTAINABLE MOBILITY

Based con the mission of Findeter as an entity in charge of promoting development, planning,
intergovernmenial collaboration and financing of local infrastructure, the Center for Urban Interventions for
Advanced Transport Development (CIUDAT) is crealed under the Sustaimability Management. One of its
objeclives is to create a space where national polices are aligned in different Tields arcund Sustainable
Transparl Criented Development (TOD) praojects, For this, CIUDAT has a board where all decisions are made
and an advisory commitlee where technical support is given in order to take said decisions. The board and
adviscry commiltee are composed of representatives from the Ministry of Envirenment and Suslainahle
Development, the Ministry of Transpart, the Ministry of Heusing, City and Territary, the MNational Plarning
Department, Findeler and a representative of the Clean Air Policies CAP (at the advisor level),

The functicns of CIUDAT include the carrying cut of sludies and consullancies that lead Lo the creation of
policies that increase the public and private investrment in TOD type projects, Assislance will be provided to
initially design and finandially structure pilot projects. Technical assistance is also provided throughout the
project pracess hy its technical staff or external consultants,

In addition, CIUDAT is leading the development of National Appropriate Mitigation Actions (NAMAS) which
were agreed within the framework of the Uniled Naticns as a voluntary mitigation oplicn for developing
countries, TOD-NAMA Colembia is a national program whose main objective is to transform the current
urban develepment medel inlo a Sustainable Transport Oriented Development-TOD,

To achieve this objective, national policy studies are carried out 1o identify legal and economic gaps and
constraints for the censtruction of TOD projects in the country, Following these studies, recommendations
are made 1o the CIUDAT Sleering Commitlee (Center for Urban Interventicns for Transporl-Criented
Development) so they can issue laws, CONPES (Mational Council for Economic and Social Policy) documents,
decrees and other requlatory documents to solve and regulate the problems detected during the execution
of the program. Gn the clher hand, it is planned to build Tour (4) pilet projects in different cities across the
country {from the idea phase, through preleasibility and feasibility to the censtruction phase) that vall identify
policy gaps and vaids in issues that are fundamental 1a the implementation and success of TOD projects.
Likewise, these will serve as an example 1a follow in future projects and will show Lhe economig, social and
environmental benefits of implementing these types of projects in the cities of the cauntry.

The NAMA TAnDem (NAMA of Active Transport and Demand Management] is a national government
initiative lhal seeks {o encourage nen-motonzed mades of transport {active modes) and discourage the use
of private vehicles,

The bereliciary cties of the project during 2016 have been Bucaramanga, Cali, Cartagena, Chinching,
Galapa, lhagué, Manizales, Medellin, Manteria, Pasta, Pereira, Papayan, San Gil and Villavicencic,
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Tahle 25- Coverage indicators CIUDAT Program

Coverage Executed Projects | Projects in Project target
s 2016 Progress 2017
14 Cities 3 11 13
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COMPETITIVENESS AND TERRITORIAL DEVELOPMENT

Findeter's initiatives with a territonal approach guide the agglomeraticns, assoaations of municipalities and
territorial alliances so that they can design and implement programs of socio-econamic complementarity,
strategies of local ecenemic development and mega-sustanable projects hased on the collective and
articulated work of the lerritories, managing to leverage ambilious processes, for the medium and long term,
for the development and well-being of inhabitants, It harmanizes the rural-urban visicn including rural
development projects and their relationship with the city. Managementl has several programs such as:
agrapelis, Territorial Complementarily and Supramunicipal Planning.

Among the projects with a territarial Tocus are the following:

Caribbean Diamond and the Santanders

The main objective of the Caribbean Diamond and Santanders initiative is to delermine the key
competitiveress factors of the Colombian Caribbean region and the departrments of Santander and Norte de
Santander (Morth Santander) for the design of a model of territorial and urban development inspired by the
concepl of Intelligent Territory, Through the study of the physical infrastructure and digital platicrms of the
regicn, as well as ils integration, the goal is to increase scientific capacity, lechnclogical innovation and
competitiveness, through the identification of funclional profiles for each of the cities, but which may be
complementary 10 the entire region. The Caribbean Diamond and Sanlanders projecis have coverage in the
departments of Santander, Norte de Santander, Atlantico, Bolivar, La Guajira, Cérdoba, Magdalena, César
and Sucre; and in the seclars of Agriculture, Waler and Sanitation, Spert, Recreation and Cullure, Logistics
and Transport, Envirenment, Health, ICT, Tourism and Urbanism.

Table 2- Coverage indicators of the Caribbean Diamond and Santanders initiatives

Prajects in
management to take
to Phase IlI

Projects executed

Phase Il 2016

75 3
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The Tollowing lahles list the strategic projects by department and the Diamond scale:

Table 27 - Main projects of the Caribbean Diamond and Santanders program

Santander-Barrancabermeja

Barrancabermeja PLUS

Ecociudad del Agua v la Energia ("Water and Energy Eco-
city”)

Ecohulevar del Ferracarril (” Rail Eco-Boulevard™)

Malecon District
Puerto Wilches Agropolis

Atlantico-Barranquilla

Hybrid Part of Barranguilla

Ecobulevar 4.0 {“Eco-Boulevard 4.0™}

Histcrical Cenler

Urban Part

Transparte Asul (”Blue Transport™)

Arco logistico Industrial {Industrial Logistics Arch”)
Salamanca Island

Norte de Santander-Cucuta

Cucula TEC

Libertadores park

Water park

Diaganal Santander road

Distrita 7 (" District 77}

Corazones de Barric (“Neighborhood Hearls"™)
Ronda Fulura {“Fulure Round”)

Tachira Binacicnal logistical program
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Richacha Tourist Mode

Sind Ecclegical Corridor
Metropalitan Circunvalations
Ecchulevar 21 ("Eco-Boulevard 217)
Sina Eco-city

Cordoha Agratech

Arca Sur (“Sauthern Arc™}

Linear Cily of lhe Coast
Eco-cammunities of Magdalena
Cienaga Agrepolis

Histarical Center

Tourism Technolagy Park

Cardoba-Monteria

Magdalena-Santa Marta

Ecolegical Corridors

Metropolitan roads

Ecobulevar Siman Belivar (“Simén Belivar Eco-Boulevard™)
City River Pragram

Cesar Agrolech

Cesar-Valledupar

Ecelogical Corridors

Metropolitan Ringroads

Ecobulevar de Sincelejo (*Sincelejo Eco-Boulevard™]
Pargue road

Sucre Agrotech

Historical Center

Sucre-Sincelejo

Barrangquilla 4.0

The Airport City
Sanlander LIFE

Bahia Digital (" Digital Bay”)

La Metropoli del Mar (“The Metropolis of the Sea”)
BB NEXT

Guajira Desert

The Triangle of the Sierra Mevada

Paisajes del Agua

Morte de Santander Binacional logistical program
Gulf of Morrosquillo and Montes de Maria

Sinu Regicnal Park

La Derada PLUS

San Andrés Eco-island

Diamante Cloud

Strategic Diamante Scale Projects

The future

The projects under management to take to Phase lll, derived rom the Canbbean Diamond and Santanders
program, which are part of the newy initiative of innovation and new businesses, are: Bahia Digital {Digital
Bayl, which was born as a component of the INNOVATUR project; Marrasquille Gull and Manles de Maria,
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which is born as a component of the Bosgues de Paz (“Forests of Peace”) and Metropolis del Mar (Sea
Metropolis), which is born as a component of the Tren del Caribe {Caribbean Train).

White paper Caribbean Diamond and Santanders

In 2016 the While Paper of the Caribbean Diamond and Santanders Praject was published, which is the
synthesis of the results of the research carried out by the Metrépoli Foundation, Universidad Industrial de
Santander and Universidad del Morte Foundation, and the incorporalion of ideas, references and peints
contribuled by nstitutions, sacial represenlatives of the cities, participaling departments, ministries and
agencies of the national govemment, in which a set of slrategic projects of sustainable development are
presenied, supported by the competitive advaniages of the territory. These results provide references
applicable 1o other areas of the ternitory in order to transform the country through the regicns, Two thousand
copies were printed.

Agropolis

Findeler has understood the impariance of carrying out development pelicies that define and implerent a
set of tactical and strategic actions of urban-regional development, mainly hased on the expansion and
valarizalion of agra-food praduction. Accordingly, Findeter worked an the following definition of Agropolis
as "Globally competitive innavative urban-regional systems thanks to the intelligent integration of services,
infrastructures and institutions, territonal actors that allows the extension of the value chain of agricultural
products to all sectors of the ecanamy”. In this way, Lhe enlity proposes the development of a program that
generates a Territorial Econemic Development Strategy (TEDS) to establish and impulse the rural-urban
relationship and agroindustry and to promate, guide and strengthen the agricultural and agro-industrial
sector as a moler of economic development, determined by the urban-rural reality. As a result of the pragram
strategies, programs and projects will be deflined that pose agro-economics as the central nucleus of the
development of the terrilory. Therefore, il is an initiative thal promotes the integral development of cities
with agricultural capacity and potential for sustainable growth, aimed at boosting the synergies of agricultural
develepment between urban and rural spaces,

This initiative has an analysis in five fundamental dimensions: human capital, local productivity, infrastructure,
institutionality, investment and foreign trade, The methodology is divided inle Tour phases, and consists of
performing a diagnosis based on the indicators of the dimensicns (Phase I}, and will then continue with the
formulation ol a rcadmap towards the competitiveness and empowerment of the agricultural seclor (Phase
1. Then the structuring, management and financing of stralegic projects (Phase I} will followe, 1agether with
the developmenl and implementaticn of pilol projects (Phase V), In parallel to these four phases mechanisms
of public-private management and strategies are implemented Lo disseminate the strategy.

Local Economic Development Strategies

The Local Economic Development Strategies (LED} aim Lo promaote lerriterial planning and revitalizing projects
from an endogenous reading of the territory, based on local aclors with a botlem up approach that integrates
the different visions and levels of governance (country, region, municipality and territory). The efficiency of
LEDs is demenstirated by their results in terms of harnessing the potential of the territories in the management
of their own development.

Supramunicipal Planning

The program seeks to provide technical assistance to identify possibilities for improvement in the planning,
definiticn and execution of strategic projects, by identifying common challenges and cpportunities for
complementarity offered by agglomerations, especially deepening the generation of employment and
econcmic dynamism through unified or complementary strategies of local econcemic development for the
territory,
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Table 28 - Indicators of coverage of projects of Competitiveness and Territorial Development

FreEEm Initiatives
underway 2016
Agropalis™ 2
Supramunicipal Planning** 3
Campelitiveness studies* ** 1

Local Economic
Development*=** 0

= Agropalis: Agropol £ del Sin Yorerial ars Agropol s de la Sabana (Sincclojol

= Sapranunicipal Flannirg: Usban Faotpr rtBagold - Region, Suprariuiic pa Visiors in carireseiz with Winistey of Hous ~g {3); Lond
5o Plar1ing Samgader

== Compatitiveness S es: Mermeid ond $ rooljo-Corszl

==+ * Loval Zeonomic Deve ooment: ClH-peak energy by reauest of Prodeca.
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or 2017 are;

ocess within the framewark of the Sustainable Cities for the

INNOVATION AND NEW BUSINESS

This is a new initiative crealed to advise, structure and execute the strategic projects that arise in the planning
of the territories, in the dimensions of the cily, CIUDAT or competitiveness and territorial development. In
this way, a comprehensive sclution is offered to the territcries. It is in charge of projects that arise in the
different sectors such as tourism, logistics and transport, digital, {orestry, urban-terntorial and the creative
eCONOMy.

The coverage of projects led by the management of innovalion and new prajects cavers the departments of
Santander, Morte de Santander, Atlantico, Bolivar, La Guajira, Cordoba, Magdalena, César, Sucre, Quindio,
Risaralda, Caldas and the Urakd region in Antioquia; and for the following sectors: Sparls, Recreation and
Culture, Logistics and Transpert, Environment, Health, ICT, Tourism and Urbanism,

Table 2% - New Business and Innovation coverage indicators

Projects under
negatiation

Managed projects 2016

The Tollawing projects and initiatives are highlighted;

District 4.0 in Barranquilla

In order to deepen and begin o develop the projects identfied in the Caribbean Diamond program, in this
case Lhe District 4.0 project, an agreement was made vath Probarranguilla and the Chamber of Commerce
of Barrangquilla, with resources from the LAIF -FDA cooperation for COP 28 million, Distnct 4.000s an urban
renewal operation for the city's riverfront thal by incorporating the river as a key element of urban identity
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and identity will drive the transfermation of industrial and port areas Lhat currently cccupy very central sites
of urhan space and hinder lhe connection between the city and the Magdalena River.

Through this agreement, Team Mazzanti was hired together with Columbia Universily where six conceptual
architeclural proposals were made for the area of influence of the District 4.0 project in Barranguilla.

As part of the agreement, the Mayor's Office, the Governor's Office, ANDI Barranquilla, Probarranquilla and
the Chamber of Commerce were in Mew Yaork for the final deliveries of the projects.

Master Plan of Barrancabermeja

Inter-administrative Agreement N, 130-2016 was signed belween the Mayor's Office of Barrancabermeja
and Findeter, whose purpose is: The provision by Findeter Lo the municipality of the technical assislance and
administration of resources necessary 10 contract the consulting firm that carries cut the formulation ¢f the
Masler Plan for the Municipalily of Barrancabermeja, for a value of COP 1,000 million. The terms of Reference
were defined for the subsequent contracting.

Inter-administrative contract of the Ministry of Housing

The Inter-administrative Contract No. 563 of 2016 was signed between the Ministry of Housing, City and
Territary and Findeter, whose purpose is the: Provision of technical assistance and administration of public
resources for the contracting of visions for the urban agglomerations and axes, which articulate the different
actions that arc proposed in the documoent CONPES 3819 of 2014 (Nationaf Policy to consoliddate the System
of Cities in Cofombia), for a value of COP 1,650 million.

Bosques de Paz (“Forests of Peace”)

On December 6, 2016, the Ministry of Environment and Sustainable Bevelopment (MESD} issued Resalution
No. 2028, through which the Forests of Peace Program was created, whose regulations are bxased on the
joint abjectives of the Regional Authorities and the Ministry. The resources that will be applied to the program
are based on the projects of compensations [or environmental licenses pending te be Tulfilled in the different
regicns of the country, Tor projects in the sectors of mining, infrasiructure, hydrocarbons, among others,
based cn the ANLA {(National Environmental Licensing Authonty), and thal must contact the licensees to
involve them in the Program.

Praject components include environmental conservation, complementarity, stralegic alliances, sustainable
development for beneficiary communities, community parlicipation and environmental education.

The MESD and Findeler are currently preparing an operation contract of the Program where it will be defined
that the Enlity will be the operalor.
Governments and strategic local stakeholders

During 2016, eight Departments were contacted to present the Forests of Peace Program and to identifly, in
conjunction with the regicnal authorities, possible projects that could be developed under the program. From
these presentalians the following contacls were achieved and 13 possible projects were identified:
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Table 30- Potential projects for the Forests of Peace Program

Bolivar Carmen de Balivar

Sucre Sincelejo, El Tintal Environmental Services Park and
Qvejas

Cesar Being defined

Magdalena Departmental Project and “Heart of the World

Farest Rangers”
Talima lbagué Conservation Ring

Caldas Chinchiné River Basin Biclogical Corridor, Regianal
Water Companies of Caldas and Campoalegre
River Biological Corndor

Santander Northeast Regicn Farests of Peace

Valle Being defined

Likewvise, it was possible to form warking groups with the autherities and regional acters in five departments:
Balivar, Sucre, Tolima, Caldas, Santander,

Partnership agreement with the Metrépoli Foundation

A collabaration agreement was signed with the Metrdpoli Foundation with the chbjective of facilitating the
continuity of the collaboration between the parlies in newr cppartunities and projects related to the social,
econcmic, urban and territorial development in Celembia, Through this agreement the Metropol Foundation
and Ciles Lab joned Findeter as strategic knowledge partners in the projects and initiatives wilh a territorial
component thal they decide 1c jaintly execule.

As a highlight of the project, the While Paper - Caribbean Diamond and Sanlanders was published, This is a
synthesis of the results of the research carried cul by the Metrdpoli Foundation, the Universidad Industrial de
Santander and the Universidad del Morte Foundation, and the incorporation of ideas, references and
sensihilities provided by institutions, socal representatives of the cities, participating departments, ministries
and agencies of the national government, in which a sel of stralegic projects of sustainable develepment are
propesed, supporled by the competitive advantages of the lerritory, These resulls provide relerences
applicable 1o other areas of Lhe territory in order to transform the country through the regions, Two thousand
Copies were printed.
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5.2.2 PROJECT STRUCTURING

During 2016, eighl projects were managed through the pre-investiment fund, three of which came {rom
previcus years and five were signed during 2016. In addition, the validaticn of two Public Private Partnerships
(PPP} was compleled. These projecis generated gross revenues for technical assistance to Findeter for COP
1,211 million. Here 1s a brief description:

PUBLIC PRIVATE PARTNERSHIPS - PPP

During 2016, the validations of the "80 - CIM 30 Modal Exchangers" were completed for the District Mahility
Secrelarial and "Light Rail Avenida 68" for the Transmilenioc bus service, In both cases, chservaticns were
made so that the projects can be adjusted and supplemented o comply with the requirements defined in
Law 1508 and ils regulatory decrees, as well as with the terms ol reference and technical annexes of the
public entities receiving said initiatives.

PPP - El Campin Coliseum in Bogota

This project was accepled by the local administration and awarded during this period aof gaovernment. It is
currently in the pre-constructive stage. It is a project for the renovation, expansion and cperation of the El
Campin Caliseum, which estimates investments for COP 70,000 millian. The implementation of this project
will allew the city of Bogota to have a world class venue Tor high impact cultural, musical and sparts events.

Findeler participaled in the validation of the technical and financial studies, providing IDRD, the entity in
charge of the initiative, the necessary elements for the approval of the project. Likewise, important guidelines
were provided in the section on risks and contingent liabilities, for subsequent approval by the Ministry of
Finance and Pulslic Credit.

This is the first privale initiative PPP of territarial and social type awarded in the country, in which the entity
had a definitive role n reviewing and proposing adjustments 1o the project that finally allowed ils posilive
validation and were decisive for its approval by the Ministry of Finance and Public Credit, allowing its
subsequent award.

PRE-INVESTMENT FUND
Projects Execuled in 2016:

= Cartagena Cenventians and Fairs WVenue, Agreement signed with the Chamber of Commerce of Cartagena
in 2015 for up to COP 1,560 million.

= Central American Games of the Caribbean 2018 Road Map. Agreement signed in 2015 between the District
of Barranquilla and FINDETER for COP 290.5 millian, in order to structure a project that aims to develop and
consclidate a sustainable, integrated, optimal and balanced territory, with the capaaty to efficiently support
the execution of the waorks and infrastructure necessary for the proper and successful slaging of the 2018
Central American and Caribbean Games, Master Plan of Pubilic Space for Pereira, Agreement signed belween
the Municipality of Pereira and Findeter,

» Environmental Studies Tor bagué and Neiva, A COP 1,161 million agreement was signed to carry out
envircnmental studies Tor the diagnosis of the dimensicns in the Sustainable and Competitive Cities program.

= Start of the Hospital Sanla Sofia process. An agreement was signed with the Governor's Office of Caldas
for COP 3,303 million in order to prepare the designs in phase Il for the new headquarlers of the Hospital.
Currently, the tender for censulting and auditing is being developed.

» Slarl of the Pereira Maobility Plan process. An agreement was signed between the Municipality of Pereira
and Findeler, to he executed with rescurces from the Municipality (COP 1,040 million} and the FDA (COP
650 milliom). Start of the Mobility Plan and Ibagué Roads process. An agreement was signed for COP 3,626
millicn,
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5.2.3 TECHNICAL ASSISTANCE FOR THE EXECUTION OF PROJECTS

Through its lechnical assistance service for waler, sodial infrastructure and housing programs, Findeter has
established itself as the vehicle for implementing National Government programs and policies in the regions,
resulting in the execution of 742 projects for COP 8.2 billion.

In arder to optimize this service, the new Inlegrated Territorial Development Advisory (AITD] process was
appraved during 2016, which includes the complete management of the projects {start, planning, executicn,
closing and moritoring and control), in accerdance with the hest practices of PMI (Project Management
Institule}, Prince2 and 1SG S0G1.

With the implementation of this new process, it is expecled 1o increase efficiency, facilitate interaction with
the olher processes of the crganization, as well as risk reduction, preservation of knowledge in the Entity
and an adequale management of the volumne of agreements, contracts and prajects 1o be signed.

HOUSING AND URBAN DEVELOPMENT

Findeter continues with its commitment 1o contribute 1o a greater number of Colombians accessing belter
living caenditions thanks to ils work to fermulate, execule, evaluate and supervise the housing projects
contemplated in the pregrams led by the National Government.

The expenence accumulated since 2002 in the evaluation of urban sacial interest housing plans, in the legal,
technical and financial aspects, has allowed the Entity to make the granting of eligibility and viahility 1o the
projects more expeditious and, therefere, the granting of subsidies by the Mational Government to the Family
Compensalion Funds.

Thanks to the above the dynamics of free housing construction has been maintained, which means that
Findeter has been able to consclidate ilsell as the tool of the Naticnal Government for the fulliliment of the
goals of the housing program, promoting better housing canditions for Colombian families.

Free Houses Program

The following aclivities related 1o the evaluation and supervision of projecls in 2016 are highlighted:

Supervision of projects of the Free Housing Program - Phase 1 (100 thousand Free PIH)

As of December 31, 2016, the projects under supervision by Findeler reflecled a 100% execution in the
activities carried gut and a balance of 51,147 homes with certificates of existence issued that were subject
to supervision by Findeter.
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Table 31 - General Summary of the Execution of the Free Housing Pragram - December 2016

Allantico g 3,346 Q0%
Bogota 2 270 100%
Bolivar 3 3,734 100%
Caldas 1 244 100%

Caguetd 1 160 100%
Cauca 1 1,644 100%
Cesar 1 1,900 100%

Cardoba 6 5,794 100%

Cundinamarca 5 2,079 100%
La Guajira 5 2,186 100%
Magdalena 5 5,553 100%

Mela 1 196 100%
Narifio 5 2,348 100%
Norte de Santander 5 3476 100%

Quindio 3 279 100%

Risaralda 4 1,813 100%
Sucre 5 3,180 100%
Tolima 2 201 100%

Walle Del Cauca 9 6,648 100%

Evaluation of the Public Tenders for the Free Housing Program - Second Phase

In 2016 Findeler began evalualing the legal and technical aspects of 432 projects that will be carried out on
urban land, for the construction of pricrily interest houses in the framework of the second tender for the
second phase of the pragram of free housing carried cut by the Ministry of Housing, City and Territory in
category 3, 4, 5 and 6 municipalities, in which the geal is to select the prajects that will be awarded through
agreements signed between FONVIVIENDA and the Terrilcrial Entities,
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Table 32 — Assessment of projects of the Free Hausing Pragram evaluated in 2016

Department No. Projects m

Amasonas 1 170
Arauca 4 1,116
Boyaca 34 2,550

Cagueta 7 1,000
Cauca g 1,142
Chacd 14 1,260

Cundinamarca 36 2,952

Guaviare 5 399

La Guajira 9 1,962

heta 5 544

Quindic 5 687

Sanlander 28 2.751
Tolima 13 2,070

Waupés 4 437
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Evaluation of Tenders for the selection of private projects and builders. Free Housing Program - Second Phase

In 2016, Findeter initiated the evaluaticn of the financial, legal and technical aspects of 103 private projects
to be developed in sites located on urban land, through the lenders published on the website of the Alian.a
Colpatria Trust for the construction of priority interest houses in the second tender of lhe second phase of
the free housing program carried cul by the Ministry of Housing, City and Territary for category 3, 4, 5 and
6 municipalities, 25 private projects for 4,571 houses were enabled.

Builders were also approved for 102 public projects in arder to build 16,840 homes.

Table 33- Evaluation of private projects for Free Housing

No. Enabled Enabled Total Projects

Department

Bolivar 2,262 2,663

Caguet 3 330 3 330
Cauca 4 837 5 933
Chocd 1 0
Cérdoba 3 968
Cundinamarca 1 439
Mela 1 520
Norte de Santander 26 5,750
Putumayo 4 780
Sucre 12 2,835
Valle del Cauca 10 2,995
Nacional - Tolima 2 778
MNacional - Amazcnas 1 300

Chaoco
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Table 34- Evaluation of public projects for Free Housing

Enabled
No. Projects
Antioguia 1 190 3 490
Adlantico 51 11,900 72 14,140
Balivar 2 400 6 1,200
Boyaca 19 1.590 28 2,340
Caldas 10 260 16 1,390
Caguetd 1 180 2 360
Casanare 7 1.040 10 1,500
Cauca 3 1.000 12 1,500
Cesar 21 4.200 £} 6,200
Chacd 2 400 5 1,000
Cérdoba 33 7.950 39 9,380
Cundinamarca 11 1.950 13 2,290
Huila 12 2.400 16 3,200
La Gugjira 17 2.660 23 3,580
Magdalena 1 200 9 1,770
Mela 2 200 3 300
Narifio 7 970 15 2,340
Norte De Santander 3 340
Putumayo 1 100 2 200
Quindic g 280 10 1,100
Santander 6 260 8 1,210
Sucre 2 400 4 800
Tolima 5 570 8 760
Valle Del Cauca 2 350 4 700

—
o
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—
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Priority Interest Housing Program for Savers - PIHPS

In 2013, the National Govemment, through the Ministry of Housing, City and Territary, presented a news
program of Priority Interest Housing that will benefit households that currently have an income of up to two
Colombian Legal Minimum Monthly Wages and that could have their awn hause withcout having 1o commit
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more lhan 30% of their income in the payment of credit installments for home purchasing, 86,000 priority
interest homes will be generated within the framewark of this program.

Specifically, the be

neficiaries of the program can be househalds that;

Have a total monthly income notl exceeding twe legal menthly Colombian minimum
salaries.

Go not own a hame in the national territory.

They have nct been heneficiaries of a family housing allcwance (that has been applied),
nor beneficianies of interest rale cover. The exception to this is when the beneficiary has
lost their house because they were unable to pay the loan when they acquired il, orwhen
the dwelling has been totally destroyed or rendered uninhabitable as a result of natural
disasters, public calamities, emergencies, or terrarist attacks.

Have savings equivalent to 5% of the value of the house, that is, approximately COP
2,000,000.

Have a pre-approved credit for the value corresponding to the missing resources required
to abtain the house.

They have not been disqualiflied for previcusly having submitted documents or false
infermation in crder Lo be awarded a subsidy.

Supervision of Selected PIHS Projects

Findeter executes

the activities of manitoring and supervision of PIHS projects under the contract for the

pravision of services signed with Lhe Fiduciaria Bogold lidudiary. Therefare, as of Decernber 31, 2016, the
program has 127 projects with Findeter starting supervision for them, out a total of 140 selecled projects, Of
these projects under supervision, approximately 45 projects are already fully certiflied.
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Tahle 35- PIHS supervised projects

Amount Amount Amount
N° Proj. N°Hou. (millions) N° Proj.  N°Hou. (millions) N°Proj. N° Hou. (millions)
45 20,971 COP 1.0 ag 46,367 COP 2.2 140 67,338 COP 3.2

Eligibility of SIH Projects

During 2016, 39 projects of Socal Interest Housing (SIH; were filed in Findeler, with an offer of 2,737 houses,
for the evaluation of their technical legal and financial aspects. In the same period, 23 housing plans were
declared as eligible thal aim 1o receive subsidy resources from the Family Compensation Funds and the
National Housing Fund - FONVIVIENDA (Displaced persons due to Violence).

Table 36- Status of SIH Projects 2016

Under evaluaticn 4 127
Eligibsle 23 2,011
Mot Eligible 12 599

Graph 25 - Number of SIH projects according to eligibility 2016

M En Evaluacién
M Elegibles
"/ No Elegibles

Findeter, in the development of the Mational Policy of Social Interest Housing in urban areas, during the
terms of President Santos' government, has issued certificates of eligibility for 67,280 houses in 525
projects.



Findeter

Financiera del Desarrollo

Tahle 37- Status of SIH Projects during the Santos Period (August 2010 - December 2016)

Under evaluation 4 451
Eligible 525 67,280
Mot Eligible 735 124,424

Graph 26 - Number of SIH projects according to eligibility. Santos Period

0%

M En Evaluacion
M Elegibles
7 No Elegibles

WATER AND BASIC SANITATION

We closed 2016 with a tetal of 246 projects Tor water and basic sanilation, for a value of COP 2.1 hillion,
The projects are divided as follows:
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Graph 27- Status of Water and Sanitation Basic Projects - 2016

M Por Contratar
M En Ejecucion
M En Liquidacidn

Liquidados

Graph 28- Typology of Water and Basic Sanitation Projects
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During 2016 we signed two new inter-administrative agreements;

» Contract 451 of 2016 with a value of COP 18,000 millicn, with the Ministry of Housing, City and
Terrilcry.

» Contract 068 of 2016 with a value of COP 12,500 millicn, with IBAL (Water and Sewage Company of
lhagué)

Therefare, Findeler has eighl inler-administrative cantracts:
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Table 38 - Inter-administrative Contracts for Water and Basic Sanitation 2016

438 Ministry of Housing, City and Territory 706,810
T
36 Ministry of Housing, City and Territory 684,353
N e
541 Ministry of Housing, City and Territory 20,002
R T
451 Ministry of Housing, City and Territory 18,000

(IS R ol N B A ol AT o

1o Lo match mg funms
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SOCIAL INFRASTRUCTURE

Findeter closed 2016 with a lolal of 285 Social Infrastructure projects for a value of approximately COP
833,000 millicn. The projects are divided as followes:

Graph 29- State of Infrastructure Projects 2016

B Por Contratar
M En Ejecucion
M En Liquidacién

Liquidados

Graph 30- Typelogy Infrastructure Projects 2016

Jornada Unica (Colegios)
Equipamientos
CIC (Centro de Integracion Ciudadana)
Parques Recreodeportivos
Cero A Siempre (CDI y Bibliotecas)
Infraestructura ICBF
Espacios de Vida
Megacolegio
Restauracion y Recuperacion

CDI (Centros de Desarrollo Infantil) -...
Biblioteca
CIS (Centro de Integracion Social)

Malecon
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During 2016 we signed two new inter-administrative agreements;

» Contract 1564 of 2016 for COP 19,295 million, wath the Colombian Institule of Family Welfare
(ICBF}.

» Contract 068 of 2016 for COP 56,571 million, with DAPRE {Administrative Depariment of the
Presidency of Lhe Republic).

Therefore, Findeler has 16 Inter-Administrative Social Infrastructure Centracts which are distributed as
fallows:

Table 39 - Inter-administrative Contracts of Social Infrastructure

Tatal Amount

Contract No. Client {Millions of
COP)
2453-2015 Ministry of Culture 2,600
FA42-2013 Ministry of the Interior 28,160
330 of 2015 Fonvivienda 320,000
1013-2014 Ministry of Education 66,203

Buenaventura Mayor's Clfice - Valle

Agseneit o Department Governor's Office 274000
1000 of 2013 Ministry of Education 52,004
1260 of 2013 Ministry of Education 57,923
2717 of 2013 Ministry of Culture 11,248
1564 of 2016 ICBF 19,295

1



Findeter L
Financiera del Desarrollo q

SUPPORT PROGRAM FOR THE SUSTAINABLE DEVELOPMENT OF SAN ANDRES, PROVIDENCIA AND
SANTA CATALINA

Under CONPES 3778 of 2013 and Loan Contract No. 3104 / GC-CO between the Republic of Colomba
and the Inter-American Development Bank, the National Fund for Disaster Risk Management -
Fiduprevisara S.A. signed Agreement No, 9677-SAPI013-281-2015 on March 20, 2015 with Findeter for
the implementation of the Suslainable Development Support Program of the Archipelago of San Andrés,
Providencia and Santa Catalina, which has five compeonents in terms of reference to urban development,
the provisicn of drinking water, impravement of coastal infrastructure, local ecenemic develepment and
fiscal strengthening.

During 2016 pragress was made in the execution of 15 contracts that were awarded in 2015 and 2016.
Below we show the contracts that were in the execution stage during 2016, with the financial execution
and percenlage of progress:
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Tahle 40 - Contracts in execution San Andrés, Providencia and Santa Catalina

Components Executed as of Percentage of

. . _ 5 . Dec. 31, 2016 | Physical Pragress
in Execulion as of December 31, 2016) (us$) of the Contract

Support Program for the Sustainable Development of San
Andrés, Providencia and Santa Catalina - Loan 3104 / OC-CO 3,822,353

Integral Urkan Development 421,130

Final Design Integral Improvement of MNeighborhoods in o the )
Department of San Andrés, Providencia and Santa Catalina 242,499 100%

Audit of the Final Design for the Integral Improvement of
Neighbharheods in the Department of San Andrés, Providencia and 30,005 100%
Santa Calalina

Construction  Warks  Integral  Improvernent  of  San Andrés

Neighbarhoods First Stage 0 0%
Constructicn  Works  Integral  Improvement  of  Providencia

Neighhorhcods first stage 0 0%
Studies and Design of Works and Furniture for the Revilalizaticn of )
the Urban Center 135,783 100%
Audit of the Sludies and Designs of Works and Furniture for the )
Revitalization of the Urban Center 12,843 100%
Provision and access to water and sanitation services 519,867

Elabaraticn of the Master Plan of the Water Rescurce in the Island of

San Andrés, 399,650 70%
Audit of the elaboration of the Direclor Plan of the Water Rescurce

of the Island of San Andres 52,356 0%
Studies and Designs of the Complementary Works of the \Water ,
Company of Providencia 58,654 100%
Audit of the Studies and Designs of the complementary works of the )
Waler Company of Providencia 9127 100%
Improving Coastal Infrastructure and Coastal Risk 0

Management

Studies, Designs and Warks for the recavery of Beaches, 0 0%
Audit of the Studies, Designs and Works [or the reccvery of Beaches. 0 0%
Economic and Local Development 2,743,823

13



Findeter L
Financiera del Desarrollo q

Entrepreneurship Develoepment Fund - Seed Capital 1,825,356 70%
Guaraniee Fund for Business Development Credits 918 467 10%
Fiscal Strengthering 137,533

Pregram of technical assistance in the formulation and structuring of

projects, directed 1o the officials of the Government 137,533 70%

Graph 31- Sustainable Development Support Program for San Andrés, Providencia and Santa
Catalina - Value Executed Per Component (US$)

Fortalecimiento Desarrollo
Fiscal Urbano Integral Provisiény
3 421.130 accesoa los
servicios de agua
ysaneamiento

/ 540.805

Mejora de la
—— infraestructura
26.739

Desarrollo
Econédmico Local
2.749.441
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NEW BUSINESS

Instituto Colombiano de Bienestar Familiar - ICBF (Colombian Institute of Family Welfare)

The conlract signed with the Colombian Institute of Family Welfare (ICBF) aims 1o provide the Technical
Assistance service far the development of projects vathin the framework of the prmary application of the
infrastructure interventicn plan. To achieve this, the Tollowing projects will be implemented:

Table 41 - Projects to be executed - Contract with ICBF - Primary application of the Infrastructure
Intervention Plan

Studies, Design and Canstruction Hl Girascles - Carlagena (Bolivar) 1
Studies, Design and Censtructicn C7Z Manizales - Manizales (Caldas) 1
Studies and Designs CAE Huila - Neiva (Huila} 1
CAE works Chocd - Quibde (Chooo 1
Adaplation of Properties SRPA - Medellin (Antioguia), Cali (Valle), Ibagué (Talima?, 4
Turbaco (Bolivar)

Studies, Designs CAE Cesar and Constructicn of the Sanitary and Electrical
installations - Valledupar (Cesar) 1
Adaplation SRPA real estate; Manare Farm and Sanitary system works - Yopal
(Casanare; and WWPT warks CAE Naring - Pastc (Narifio) 2
Studies, Design and Conslruclion Hl Nuevo Amanecer - Pacha (Cundinamarca) 1
Studies, Design and Construction El Redentor Zonal Fark, including the formalities
correspanding 1o the formulation and approval of the respective Master Plan - 1

Bogola

Total Projects
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Agencia de Desarrollo Rural - ADR (Rural Development Agency)

In 2014, the Ministry of Agriculture initialed the implementation of the Rural Development strategy with a
territorial approach, whose purpose is the sustainable and integral development of the rural sector, ils
territcries and communities, so thatl rural producers are the basis of a vigorous rural middle class, under
principles of multi-functionality, integration and interaction ¢f helerogeneous sectors,

As parl of the aclicns aimed at improving the ndicators assaciated wilh rural development, Findeter signed
a contract with the Rural Development Agency to implement the Tollowing investiment quidelines, which are
aligned wath the recornmendalions given by the Economic Commissian far Latin America and the Caribbean
- ECLAC and the efforls of the National Government Lo improve the quality of life of Celombians, The purpose
of the cantract is:

1. Analysis, design and construction of irrigation and drainage districts at national level - National
Fund for Land Adaplation. Up o eight projects.

2. Supperl for the implementation of allernative systems of national land adaptation. Minimum 37
deep wells.

3. Sanitation - Contribute to water supply and improve basic sanitation conditions for the rural
population in Colombia, Mirimum 700 units of sanitation units.

Empresa Ibaguereiia de Acueducto y Alcantarillado - IBAL (“Ibague Water and Sewerage Company”)

The purpose of the signed inter-administrative contract is to provide the technical assistance and
administration of the resaurces transferred by Ibagué and IBAL, for the contracling and execution of the
Agueduct and Sewer Projects to be execuled in the Municipality. The above is based on the ccoperation
agreement signed by the Municipality of lhagué and Findeter to join forces between the parties to consalidate
the implemeniation of projects Lhat promale the development of the city and thus cantribute 1o the reduction
of the inequity gap and in order to satisfy the basic needs of <itizens.

AquaRating - International Standard for Evaluating Water and Sanitation Services:

Findeter enlered inlo the integral improvement of the Companies providing VWaler and Sanitation Services
through the implemeniation of the AguaRating standard.

The AQUARATING system was develcped by the Inter-American Development Bank (IDB) with the suppart
of the Internaticnal Water Asscciation (IWA) so thal companies providing water and sanitation services can
self-assess in eight areas;

Figure 5- Structuring Areas of the AQUARATING System

Calidad de / Eficiencia [ Eficiencia . ) Gobierno
Servicio enla - Eficiencia Corporativo

Planeacion Operacion enla Acceso a P

y Ejecucion Gestion Servicio
de Empresarial
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EP EG AS SA

FIABILIDAD
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In April 2016, IDB and Findeter signed an agreement in order to join efforts for the implementation of the
AquaRating system and to promole an integral improvement in the management of the utilities companies,
To achieve this, the waler companies of lbagué, Popayan, Pasle, Villavicencio, MNeiva were selected. After
sessions and trainings wath IDB specialists, the companies began the process of self-evaluation and
uploading of supporling documents in arder to achieve the highest reliability in the qualification to be
obtained. The self-evaluation process by the end of 2016 was successful for all five companies.

Figure 6- Water companies in the AquaRating initiative

POPAYAN

PASTD

In additicn, a Non-refundable Technical Cocperation was requested frem the Secretary of State for Economic
Affairs of Swilzerland (SECQO}, with the chjective of financing the pragram in {four phases:

1. AguaRating Initial Self-diagnosis for ten utilites companies (lhagué, Popayan, Pasto, Villavicencio,
Neiva and five additional companies undergoing the selection process)

2. Development of Strategic Plans (hased on AquaRating resulis)
3. Implementatian of Strategic Plans.
4. Final Self-Diagnosis of the AquaRalting certification

The requested resources amount to USD 15 million and the highest percentage of investment will be
implemenied in phase 3 during the implementation of the sirategic plans and specific acticns aimed at;
cultural changes, quality improvement and planning, infrastructure and modern administrative practices.

5.2.4  SHARED VALUE PROJECTS

SOCIAL-SPORTS SCHOOLS

During 2016, the alliance with Real Madrid Foundation and the Rewvel Foundation continued to benefit
children and young people in vulnerable conditions from different municipalities in the country. During this
year, seven agreements were signed in sewen cities in the country and 19 socal-spart schoals were
implemenied in Galapagos, Pasto, Valledupar, Villavicencio, Cartagena and Bucaramanga, benefiting a ictal
of 3400 children and young people. They received training in valuesand on the culture of peace through
sport.

The purpose of the Socal-Sparts Schaals is o give children a space thal is complementary 1o their basic
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educalicn, where they are given a sclid formation in valuesand a culture of peace, making scceer the ideal
bridge to create fulure agents of change.

We closed the year with 12 partners; the Real Madrid Foundation, Revel Foundation, Galapa Mayor's Office,
Atlantico Governor's Office, Villavicenaio Mayor's Clfice, Valledupar Mayor's Office, Pasto Mayar's Office,
Bucaramanga Mavyor's Office, Construcicra Amarillo (real estate cempany), Universidad de Caldas, Pasic
Mayar's Office, Sociedad Portuaria de Carlagena (Carlagena Port Companyl, and Constructora Valorcon {real
estate companyl.

In crder 1o evaluate the sustainability of the internal operation, we have indicators and goals associated with
the Environmental Management System of the different programs that comprise it, such as per capita energy
and waler censumpticn and non-hasardcus salid waste, amang cthers,

Also within the process of continuous improvement we are advancing in ways of evaluating sustainability. In
order to consolidate the integral institutional vision of social responsibility, the "Social Respensihility Model”
project was launched in 2016, which will praduce a medium-term Action Plan and qualitative indicators that
allow self-assessment.

SOLAR ENERGY GENERATION SYSTEM FOR PIH

With international cooperation resources from the US Forest Service -LSFS, through the agreement signed
between the Low Carbon Resillient Development Program an behalf of the USFS, Findeter executed the
"System of solar photoveltaic generation in the Larenzc Merales urbanization Stage 1 of Valledupar” project,
a national demaonstration project in Priorily Interest Housing, which will contribule to the reduction of
greenhouse gases through the generation of electricity from  unconventional sources. The operating
pholovallaic system of 20KWp was delivered 1@ the joint-ownership an Decemntbzer 22, 2016.

520 low-income vulnerable househalds will benefit, specifically by reducing the costs of the energy service in
the communal areas cof the urbanization, covering the demand generated by the water pumping system and
communal washing machines.

As a demaenstration project, its results and lessans learned will be impertant in the fermulation and design of
future social housing projects in the country, whaose impact on the reduction of service costs will be evaluated
in the Tirst quarter of 2017, ance several utility bills for energy have heen received.

PEGUI - VIRTUAL EDUCATIONAL PLATFORM

PEGLI is a virlual educational platform co-funded by the WMinistry of Information and Communication
Technolegies, and structured in partnership with Findeter, the Ministry of Mational Education (MNE) and
Compulers for Education (CFE), as a strategy Lo improve the quality of Education in the country through
Infermation and Cemmunication Technologies,

PEGLII seeks to promate the sustainable development of the regions of Colembia, promote innovation,
infrastructure development and the application of infarmaticn and communication technologies in the cities
of Bucaramanga, Monteria, Paslo and Valledupar in different regicns of the country, and in this way it seeks
to contribute 1o solving some of the problems of education in Colembia, such as scheol dropout rates and
the irmprovement in areas such as educational planning, quality, the use of digital tocls, Lhe strengthening of
institutions and results in Government tests.

The malerialization of the platform in educational establishments has allowed, in additicn to many others,
the Tellewing achievements:

o PEGUI implemented in 169 campuses of the 196 main campuses in the four cities, through
workshaps on the administrative platfcrm and the LIMS {Learning Management System)
platform,

o 100% licensing to use the platform equal to 594 Official Educational Establishments in

the four cities.

o 400 VLO Mvirtual Learing Objects) in the areas of scence, mathematics and language for
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all the levels of Basic and Middle Education, developed by the Ministry of Naticnal
Education loaded and parameterized in the PEGUI platform and 60C V0LAS mare in process

. 8,429 teachers out of 12,000 received training in the ETIC@ diplomas of Compulers for
Educaticn.

o 60 workshops cn how 1o use the plallorm realized in the PEGLI cities.

. 1,498 1T Vocational Workshaps for students in grades 9, 10 and 11 and IT pedagogical
vocation for teachers implemented. (98% cf achievement of the geal.

° 9,754 promotional kits delivered 1o communities.

o Linking of the Compulters for Education and lerritorial cooperation fer the PEGUI group.

Thirty teachers and officals of the Secretariats of Education participated in the event Educa
Digital Buga {"Buga Digital Education”), in the depariment of Valle (Nov.2016), with the
altendance of approximately 300 people.

ENTREPRENEURSHIP WITH DATA

The Entrepreneurship with Data project consists of fostering entrepreneurship at the national level in the ICT
sector, laking advantage of the country's advances in terms of the mass use of the Internet and the reduction
of the digital divide. For this purpose, it is intended to make permanent calls to teams of entrepreneurs who
have had experience in the sector, who already have a prototype or a viable minimum product, and teams of
entrepreneurs will also be called whao are undergeing the APPS.co imtiative of the MinTic. The targel for this
project is the market segrment of web-mobile applications that allow the resalution of public and social issues
through the use of government data.

To achieve this, we seek Lo strengthen the entrepreneunal ecosysterns in each of the suslainable cities
selected for this purpese (Bogotd, Medellin, Cali, Barranguilla, Bucaramanga and Manizales), each of which
will serve as a cluster for entrepreneurship Tor the different municipalities of the countries inlerested in the
program. Each of the ecosystems will have capacily at the infrastructure and communications level and expert
knowledge 1o he able 1o carry out the support, traming and advice in the lronts of Business, IT Architecture
and Scftware Development for each and every ane of the teams of entrepreneurs selected through the calls
made during the events thal allow the sensitization, preparation and subsequent selection of teams of
entrepreneurs and those coming from the APPS.co initiative, The differenl stages of the project can be seen
in the following image:

A web portal will be developed (o guarantee the traceability of the progress of each of the teams of
entrepreneurs throughout the lifecycle of the project.

During the initiation phase of the program, events were held in each of the cilies with the fallowing target
audience impacted:
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Tahle 42- Total people impacted by the Entrepreneurship with Data initiative

City

Barranquilla 48 15 39 102
Bucaramanga 62 27 1 100
Bogatd 68 30 17 115
Cale 26 1 12 48
Manizales 73 40 14 127
Medellin 28 29 9 66

Total Impacted 558

As of December 2016, 125 teams of entrepreneurs were registered, of which 82 met the qualilying criteria.

ENERGY INTELLIGENCE

Beginning in June 2016, a project was started, consisting of an Energy Intelligence strategy for Findeler,
initially applicable in the Caribbean Diamond and Santanders, but scalable throughout the whole country,

The strategy was based on the principles of the World Energy Council (WEC) fer Energy Securily, Social Equity
and Sustainability, and consists of promoting, structuring, financing and implementing energy effliciency
projects and non-caonventional sources of energy, thatl strengthen the energy security of the Caribbean
Diamcnd and Santanders region and the country. The program seeks 1o manage good environmental
praclices through the promotion of eco-efficiency, education for sustainability, the promotion of
envirenmental and social risk management, and cooperation. However, the focus is onincreasing productivily
by applying the efficiency principle of "doing more with the same energy" and replacing energy sources wilh
high environmental impact for renewable sources.

The project consists of three phases: shart {1 year), meadium (3 years) and long-term {5 years). During the first
phase, the strategy will be aligned with the country's energy policies and business cases will be formulated
for the structuring of projects. During the second phase, comprehensive solutions will be financed and
implemented throughout the energy chain {electricity and thermal); and a great emphasis will be placed on
generaticn with renewable sources, 1o make the most of the nalural rescurces wealth of the Caribhean
Diamond and Santanders regions of the country, In the third phase, Findeter will be able 1o deploy all its
financial, commercial, technical and operational capacity, which will consolidate its position as the leading
Develcpment Bank in financing energy efficiency and renewable energy sources in Calombia,

The key indicators of the Strategy are the reduction of the Energy Intensity of production in the related
projects; the increase in the share of renewable energy sources premaoted and financed by Findeter in the
country's energy hasket; the reduction of GHG emissions in projects; and the increase in Findeter's
participation in the financing of energy and renewable energy projects in the country (in terms of new lzans).

The strateqy was validated with the energy authorities, professional associations and technical entities of the
sector (that partners for ils development) and above all, with the possible clients of the solutions 1o be
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financed. Likewise, the proposal for the innovative financing mechanism for energy efficiency and clean
energy, proposed by Findeter as part of the Green Prolacol of the Asobancaria (Banking Association) was
appraved. This will be used to finance the terntorial entities in the quest for energy efficient public buildings
together with the developers of projects and Energy Service Companies. Along the same lines, Findeter's lop
management recommended advancing in the design of a sclar project for the Findeler building in order to
act as an example for public buildings.

INTELLIGENT CITIES STUDY

Within the framework of Agreement 0435 FonTIC-Findeter, a censulting firm was hired 1 carry out a study
to classify Colombian cities according to their maturity level with respect 1o the concept of intelligenl cilies
as deflined by the Ministry of Informalion Technologies and Communications (MinTIC), the Universidad del
Rosario and Findeter.

An "i" Cityis one that, lhrough the appropriation and use of ICT, manages 1¢ be sustainable in an efficent
and innovative way with significant impacts on the quality of life of its citizens. This is achieved through four
dimensions, namely: the ervironment, economic and urban development, sccial sustainability and
gavernance, and conflict resolution.

Figure 7- Intelligent cities diagram
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In this project that culminated on December 15, 2016, 32 departmental capital cities and 50 complementary
cities of Colombia with more than 80,000 inhahitants were studied, including thase belonging Lo the
programs of Suslainable and Competitive Cities, Emhlematic Cities and Caribbean Diamond Caribe and
Santanders. These cties were classilied according 1o a methodolegy designed with simple and coempaound
indicalors based on the defined concept.

The MINTIC will use the results of this study for the formulation of public policies thal will allowe connectivity
gaps 1o be closed and access issues to the [CTs of the cities to be solved when covering the cancept of
intelligent cities.

In addition, the results of this study are complementary to the Suslainable Cities, Emblematic Cities and
Diamand Caribbean and Santanders programs. They also present an analysis of business cpportunities for
our rediscaunt lzans, as the needs of the lerritaries in key investiment sectars for Findeter are clear,

In additicn, the study has as a final product the formulalion of ten standard projects in len different sectors
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related o information and communication technologies formulated in the Adjusled General Methodology
of the Naticnal Planning Deparlment and the Logical Framewark. These allows the territories 1o close gaps in
the lacking sectors, by appropriating the projecls, complete their formulation wilh the support of our Project
Structuring Management and {inance them with Findeter credils or resources of the General System of
Rovyalties.

MSME Vive DiciTAL (MSME LIVE DIGITAL)

On December 15, 2016, the Inter-administrative Agreement 1232 of 2016 was signed belween MINTIC and
Findeler, with the objective of implementing the naticnal MSME Yive Digital - (MSME Live Digital) program
of the MiInTIC, which seeks to roll out an a mass scale the connectivity and the transformation of produclive
processes in small and medium-sized Colembian companies by using and exploiting ICT products and
Services.

With a value of more than Torty five billicn pesos, in the next two years it is planned lo contnbute 1o the
Micro, Small and Medium Enterprises sector of the country in order {o increase their competitiveness and
productivity according o the glehal demands of the market.

The five components of the Digital Roule will be transformed over the coming months into projects
formulated and executed by Findeter, that joins this imporlant national objective providing more than COP
900 million, in addition 1o the experience, support and solidity that is required in the regions 1o achieve the
growth of cur preductive sector with the use of ICT tools.

The initiative has the following goals:

. Naticnal Training Program: A virtual lraining strategy will be implemented for MSME
enirepreneurs in areas identified tc enhance their knowledge, appropriation and use of
ICT in their preduction chain, with the goal of 100,000 Colombian digital entrepreneurs.

. MSME Digilal Tender: Seeks to contribule 1o the implernentation of electronic commerce
by MSME entrepreneurs from the regions of Colombia, Target: 10,000 SMEs transferred
to electronic use.

. Mentality and Culture: Consists of the creation of a Digilal Ecosystem for Colombian SMEs.

. Creaticn of an Incentive Program: This strategy will implerment an incentive plan for small
and medium-sized enterprises in the use of ICT for their production process, in addition
to providing support for the design, development and implementation of products for
technolegical applications,
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5.3 CONTRIBUTION TO THE PEACE AND POST-CONFLICT PROCESS

As a tribute 1o the victims of armed conflict and displacement in Colombia, Findeter and the Ministry of
Envircnment and Sustainable Development (MESD) promole the Forests of Peace initiative. The resources
that will be applied 1o the program are based cn the compensation projects for environmental licenses
pending to be fulflilled in the different regions of the country, for projecls in the sectors of mining,
infrastructure and hydrecarbens, ameng others, based on ANLA (National Environmental Licensing
Autharity). ANLA licensees must be contacted to involve them in the Program. The program is also focused
on giving hack to the communily that is hisicrically affected hy the armed conflict, through the sustainable
development of ils lerritories that includes envircnmental conservation, communily participation and
envircnimental education, Three projects are planned for the reforestation of 600 hectares during 2017, In
particular, the Montes de Maria will nowe be Forests of Peace by planting 250,000 trees {native species).

The MESD and FINDETER are in preparing a conlract of aperation for the Program where it will be defined
that Findeter will be the operalor.

6 ENVIRONMENTAL SUSTAINRBILITY

6.1 ENVIRONMENTAL MANAGEMENT

Through its environmental management Findeter promotes good environmental praclices to generate
envircnmental awareness ameng our collaborators and to promate the efficient use of natural resources and
to properly dispase of hazardous waste, Therefore, we have an envirenmental palicy and cbjectives thal meet
the legal requirements and other requirements signed by Findeler and the significant environmental impacts
associaled with the activities thal we develop.

This is howe the reduction of cur environmental impacts is managed, through energy efficiency programs, the
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efficient use of water, the efficient use of paper, inlegrated waste managemen! and sustainable practices.

Figure 9- Findeter Environmental Programs
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The program seeks o manage good environmental practices through the promotion of eco-efficiency,
education for sustainahility, promotion of environmental and sacial risk management and cocperation.

It is necessary and importanl e create environmental awareness in all our collahcrators with respect to the
efficient use of water, energy and paper resources, in addition to disposal of waste. To this end, we develop
campaigns focused arcund different environmental programs.

With these campaigns we are encouraging suslainable practices and generating environmental avwareness in
all our callaboraters. During 2016 we achieved this through varied fun and educational experiences, invalving
a phase of expeciaticn, Tollowed by a phase of conilextualization about the envircnmental, economic and
social reality of our planetl and, finally, by developing an environmental sensitization phase, facused on
generating changes in the actions and habits of the collaborators.

Figure 10 - Example of an environmental campaign for an internal audience
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6.2 CLIMATE CHANGE

The environmental programs aim to control Findeter's carbon {cotprint. This Tootprint is measured by the
greenhouse gas emissions generated, which are expressed in tons of carbon dioxide equivalent - tCO2e. Cur
carban Toolprint for 2015 was 555.6 tCO2e. In 2016 we expect lo reduce these emissions and this
measurement will be made during the first half of 2017 which is why it is nol expressed in this report.

With the objective that the compensation is integrated and aligned with the programs developed by the
Entity, and specifically with the Forests of Peace pragram, in 2016 we will compensate the carbon footprint
thraugh the planting of trees for the resloration of a high impact water basin that is {focused on the
conservaticn of the forests, water conservation, restoration of degraded ecosysiems and, in general, the
sustainable use of ecosystems considered as carbon sinks. We are currenlly working on the fine luning of the
2016 Carbon Footprint Compensalion Project with the help of FAQ.

The inveniory of these emissions is done under the World Resources Institute's GHG Protocol Corporate
Standard and the World Business Council for Sustainable Development (WBCSD). The dala is derived frem
the consumption of fossil fuels, electric power, waste generation, corporate air lransport, paper consumption
and the way Findeter waorkers commute.

6.3 EFFICIENT USE OF WATER

The efficient use of water program has as its objeclive good environmental practices and to promote its
efficient use in the headquarters of the Entity. In this way, all our headquarters are connected to the respective
public sewer syslem, therefore, no additional contral ar discharge permits are required. Qur financial activily
does not generate any different discharges in addition to the typical domestic discharges.

The goal of the indicator in 2016 of 1.0m3/persaon/ bimester has been surpassed in all its measurements, with
a consumption peak in the month of March, tending to dechine in Lhe following manths. Its average during
2016 was a consumpticn of 0,57 m3 / persen / two month period, which indicates that even with the
installation of the green (plant) wall on the building and the increasing of pressure by the water company,
the use of the water rescurce has been stabilizing on a downwards trajectory. During 2016, there was a
decrease in consumption of 19% compared to the previous year,

During 2016, water consumpticn was 720m°, which compared 1o the figure registered in 2015 showed a
decrease of 6.4%, an effort that was due to the effecliveness of the campaigns for savings and the efficient
use of public services
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Graph 32- Evelution of water consumption {m3}
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6.4 EFFICIENT USE OF ENERGY

The program of Efficient Use af Energy aims to reduce energy consumplion in Findeter and promote the
culture of saving in our daily activities and therefare, to contribute 1o sustainable development. The gaoal of
the indicator in 2016 of 125 KWh/person/manth was surpassed; its average during 2016 was a consumption
of 81.10 kWh/person/maonth. This indicates that the strategies of maintenance and coverage of saving
devices, have helped significantly in the efficient use of the energy.

In 2016 we joined Lhe national campaign in response to the El Nifio Phencmencn and the emergency
situation presented al the country's power slations. In response, we inlegraled the automatic shutdown of
computers and the television screens used as informaticn hoards, as a way of good praclices for saving
energy. Thanks to these measures savings of 34% of kwh/person/month were realized, Dunng 2016 there
was a decrease in consumplicn of 14% in relation 1o the previcus year,
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Graph 33- Energy consumption (kWh/year)
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6.5 MATERIALS AND WASTE

6.5.1

PAPER CONSUMPTION

Findeler has always been aligned with the national strategy Tar the efficient use of paper, so the following
strategies have been implemented within the program of efficent use of paper:

1.

Organizaticnal Culture: Awareness campaigns have been developed, the correct use of printers
has been encouraged through the new card system and/or code Lo access prinling services,
palicies have been established to reduce Lhe size of documents contralling the size and fonts of
text, and the correct configuration of pages before printing, encouraging the reading and
correction on the screen, avoiding unnecessary copies and printing, using email and other
platforms such as Lync and teleconferences, shared spaces, reusing one-sided paper for notes and
correctly recyching using the white bin.

Mare Effeclive and Effeclive Processes and Services: During 2016, the new POXTA document
manager was launched, responding to the needs of the internal and external correspondence
management that allows the {iling of incoming, outgcing and internal correspondence and
requests/claims and complaints in beth physical and digital media. In addition, it centralizes and
integrales the management of correspondence by assigning conseculive numbers with its
traceahility, control, tracking and alerts.

Document and Technology Management, Alternatives were established 1o incorporale the
technclagical facilities that have coniributed to achieving the transversality, coardination,
arliculaticn, greater efficiency and cpportunity at the instituticnal and sector level obtaining lcwer
costs, betlter services, lower risks and grealer security, Among these inilialives are the cansullation
of different certifications, both internal and external, through the intranet and the portal of virtual
services known as Findeter Virtual and the implementation of the application for the management
of ISPM projects.
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Inaddition, we have responsibly replaced the commanly used white paper with ecological paper. This decision
has allowed a reduction in carbon diaxide emissions assccialed wilh paper consumption.

Graph 34- Consumption of paper reams
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The efficient paper pregrams have deflined the reduction target, which for the current program is a maximum
240 sheets of consurption per persan per year with a margin of between 120 and 280 sheets. During 2016
consumpticn has remained within the defined range, although, an increase in consumption was recorded.
This fluctuation has occurred because at various peaks of the year some dependencies, in response 1o the
wark they da, are sulyject 1o external factors that warrant an above normal consumption of paper,

6.5.2  WASTE MANAGEMENT

We are managing our wasle in a comprehensive manner, separating non-hazardous waste at the source and
properly dispesing of waste considered as hacardous, Since the beginning of 2016 we have a collection
center, where waste is stored properly hefore disposal, Inthis way we were able to lake advantage of reusable
and recyclable wasle and we have alsc obtained the different certifications of final disposal of hazardous
waste by type.

We have also developed awareness campaigns in order Lo contribute 1o the achieverment of the pregram's
objectives, Therefore, il has been important to disclose information to generate environmental awareness
amang the collaboraters, and with it, to be able to make an adequale disposal of the wasle generaled during
work, During the 2016 campaign, a new disposal strategy was launched, in which personal waste kins were
removed and larger bins were installed in collection points on each floor of the 103 and 104 headguarlers,
The new bins are classified by colors and legends, with the purpose of visually assisting the separation at
source by type of wasle, eptimizing the recycling process.

Thanks 1o the above, in 2016 a telal of 2,956 kg of paper, AZ's, glass, newspapers and plastics were
recavered it additicn 1o others.
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1 TEAM

7.1 TEAM PROFILE

For the execulion of the different pragrams and projects that Findeter is in charge of 1t has the support of
mission collabarators wha in their majority have specialized studies and experience in the different techmcal
areas thal impact the processes, occupying 57% of the tolal of Findeter's collabaralors as of December 31,
2016, It is permanently required to strengthen the human tearm of the organization 1o count on the
apprapriate professional and technical capacily needed to meet the challenges demanded by each one of
the activities that it currently develops, as well as the new programs that are assigned lo the Enlity by the
National Government.

This team makes it possible 1o carry cul the steps that will enahle the Entity to prowide comprehensive support
to the Government through the angoing Inter-Administration Agreements and/or Technical Assistance
Contracts.

On the ather hand, support services such as surveillance, cleaning, caleleria, amang cthers, are provided by
third party companies hired hy the Entity for this purpose.

7.1.1 CHARACTERIZATION OF WORKERS

Table 43 - Number of employees by type of employment contract and gender

Female
Type contract /
Gender
CONTRALCT Fi:e Indefinite  Works or job Total Fi:e Indefinite  Works or joh Total -
SERMWIANMEM T 6 131 0 134 2 =l 0 92 229
COLLABCRATS
R 0 0 142 142 0 0 130 130 302
TOTAL 6 131 172 309 2 a0 130 222 531

Table 44 - Employees covered by callective bargaining agreements

PEEWTAN % COVERAGE

COVERED BY COLLECTRE BARGAINING

CONVENTION 18 e

NOT COWERED  BY A COLLECTIVE
BARGAINING CONVENTION

ﬂ

44 19%



Findeter 4=
Financiera del Desarrollo q

The rate of rotation of the entity is 11.1%, correspending only to the direct stafl directly employed by Findeter
(permanent). In 2016 there were 34 new hires and 17 peaple left the company.

SCALE OF THE ORGANIZATION

The types of positions defined in Findeter's crganizaticnal structure that are in accordance with the General
Function and General Requirernents Manual are as follows: messengers, administrative assistants, drivers,
secretaries, analysls, professionals, managers, direclors, vice-presidents, the Secretary General and the
President.

7.2 LABOR RELATIONS

Findeler complies with current regulations with respect 1o Colombian labor regulations; therefore it has
established and put into operation the Labor Coexistence Committee and the Copasst Joint Committee ¢n
Health and Safety at Waork). In addition, we develop multiple nitiatives to pramote family recanciliation and
the well-being of cur employees:

. We quarantee the continuity of all welfare, Gecupational Safety and Health programs and
the Training Pregram for collaborators through the IMS,

° We obtained efr certification as an Empresa Familiarmente Responsable — Efr {Family
Friendly Company}, granied by the hMare Family Foundation of Spain.

. The organizational culture and corperate valuesare as importanl to Findeter as the quality
of the producis and services it offers as they are the basis for leveraging the strategy as a
competilive advantage, carrying oul the annual measurement in order 1o be able to
establish the work plan 1o reduce gaps between the current culture and the desired
culture,

o Develecpment of the leadership model with the evaluation under the 360 degrees
methodelegy, which allews the leader's own perceplion (self-assessment) Lo be observed,
together with the perceplion of collaborataors, peers and bosses, taking inlo account
different Leadership competencies.

o Evaluation of the development of collaborators thal seeks the responsible growth of
talent, mixing variahles of Culture and Climale, Competences and Potential,

o Measurement of the organicalional climate that allows the understanding of the work
envircnment in three pillars such as;

o Confidence; inspiring leaders and business
o  The camaraderie presentin the working group

o The Pride that the work, the equipment and the company produces

On the other hand, in order to guaraniee communication between the different organicational levels,
Findeter has established several communication chanrels, such as suggestion boxes, penodic meetings of the
teams, primary groups, the intranet, in addition 1o others that promote the relationship of the workers with
the management of the Organization, Likewise, periodically, the President of the Entity gathers together all
the stalf 1o present the guarterly progress results of the management and holds meetings 1o welcome new
employees and to reinforce the commitment they acquire with the missian, wision and values that govern us.
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7.2.1 SELECTION AND RECRUITMENT POLICY

In the selection and hiring policy for sutable and competent personnel who will play a role in Findeter, the
company has established an equality of cpportunily policy, which bars any discrimination based on sex, race,
social status, religion, regicn ar any ather status.

Likewvise, within the Empresa Familiarmente Rosponsable — Efr (Family Friendly Company) model, in its Equal
Opportunity dimension, the company will make job offers in its selection of persaonnel that do not discriminate
on the basis of gender, nationality, disahility and/or any other condition of a cultural, religious, sexual or racial
nature.

The following table shows the gender compaosition of the positions by level, which highlights that women
have the highest levels of parlicipation across the crganization.

Table 45 - Distribution of positions by gender

Management 60 % 40%

Level 29 19 48

Other levels 280 58% 203 42% 483
Total 309 58% 222 42% 531

In the selection, recruitment and induction procedure that Findeter has established, it is ensured hat each of
the steps to be followed is complied with under the policies described above, as well as its alignment with
the general required competencies, with aspects related to the organizational culture and climate, from the
searching of polential candidates 1o fill the different positions, up to the recruitment of the same.

These contrals are defined from the same procedure used to analyze the applicants' resumes in relation o
the fulfillment of the studies, experience and specific competencies of the applicants, wathoul any
discriminalion based on sex, race, sacial status, religion, region ar any other faclor. This process is subject
both to the management audit as well as the quality audit,

SALARY COMPENSATION

Five years ago Findeter underwent a transformation and since then salary studies have been carned out with
external consultants in arder to obtain, at a technical level, the compelitiveness of the Entily's salaries wath
respect 1o the market rates, recognizing that this is a variable that allows the Talent required 1c achieve the
goals of the Entily 1@ he attracted and retained. As a result of these studies, the Board of Directors approved
the proposed crganizational structure, Every year the consultant updales the infermation accerding 1o the
market,

There are currently two types of remuneration; for the managerial level there is an integral salary and there
is the Beard of Directors which is the body Lhal authorizes the increases each year. For cther positions there
is a nominal salary and the increase in remuneration occurs accerding to what is agreed in the colleclive labor
agreement that is in force,
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7.3 CONCILIATION AND PROFESSIONAL DEVELOPMENT
7.3.1  FAMILY CONCILIATION

As an important Human Management policy, the Entity is commitled 1o the development of competencies,
skills, aplitudes, the suilability of its warkers and the strengthening of the work, personal and family life
balance. In this sense, il determines lhe Human Talent management guidelines and practices, where the
principles of faimess, impartiality and transparency prevail when performing the processes of selection,
induction, training, promotion, performance evaluation and continuous improvement of the Efr (Family
Friendly Company) Systems and health and safety at work, which consclidale us as a Family Friendly
Company.

The efr cerlificalion allows Findeter io be presented as a company that develops Family Friendly Policies and
Praclices, based on {act that the employee's family and the ife project of each collaborator is a priority for
the Entity, which reinforces the sustainability palicy within the Crganization.

The efr certification puts Findeter at the forefront of people management issues by allowing it, under quality
standards, to group the entire portfolio of benefits for its workers, allowing us to be sustainable within the
organizatian.

Three newy initiatives in the elr model were created in 2016 as parl of its continuous improverment;

*» Three day marriage allowance
* |nstallation of an ATM in the Findeter headquarters

*» Strateqic alliance between the lemporary services company, Findeter and Colsanitas, in order to
offer the mission warkers a preferential tariff that covers their family nucleus.

Desarrollo lgualdad de
Profesional J - s O & Oportunidades
I

efr |zmenr

Fi%ﬂhd}aacli . Fnoste! Apoyo a
v Esppa(;ial il las Familias

Calidad
en el Empleo

The pregrams thatl have had the grealest response on the part of the collaborators during 2016, and which
reinforce the work, personal and family balance and also environmental impact, have been:

e “Mejor en Bici" ("Better by Bike") initiative: a measure that encourages physical activity,
envircnmental improverment and time savings through frequent use of bicycles, with 85 people
enrclled in the program, who on average saved 4.5 days to enjoy with their families, more than
COP 400,000 pesos per month. CO2 savings of 3,372 kg were obtained, correspending 1o what
the users stopped polluting according 1o the usual means of transportation per kilomeler traveled.
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Tahle 46- Results of the "Mejor en Bici" ("Better by Bike") initiative

Trips 3812 233

Distance {krm} 26,898 1.843
CO2 savings (kg) 3,372 275

Saving Time (Days} 724 4.5

Ecanomic Savings CQP

3,065,000 COP 413,706

e Cardiovascular risk program, vath which we seek to prevent cardiovascular diseases and pramote
healthy habits.

o Working day flexibility, with which we encourage workers to spend rore time with their farilies,

The measurement of satisfaction with the Entity's Wellness programs for 2016 shows that, on average,
91.4% of the workers confirm that the best practices implemented in the administration of human talent
have promated the balance between persanal, Tamily and work hife.

7.3.2 WORKING CLIMATE

Findeter, in the quest 1o make the Enlity the best place 1o work, has for four years performed work
enviranment surveys in accordance with international standards, under the methadology of the Greal Place
to Work® Institute who have developed and validated, on a global basis, a model for understanding the
wark envircnment in three planes whose pillars are;

* The Canfidence Inspired by Leaders and the Company
* The Camaraderie present in the working group

= The Pride that the work, the team and the company produces

The laber climale survey has allowed us 1o know the perceplion of all workers abiout the type and quality of
relaticnships in their workplace, as well as the feelings thatl the different facets of the company produce.
From the results obtained, aclion plans are developed with the different work teams in order 1o reduce the
gaps of the lowest scaring variahles,

Findeter oblained an LEI {Lakor Environment Index) score in 2016 of 84.6 compared to a largel LEl of 79.6,
which demansirates Extraordinary performance, as the result in 2015 was 73.4 which makes il possible to
affirm that the actions taken to close the gaps generated a positive impactl on the improverment of the
organizational climate,

For 2017, it is expected 1o maintain the growth rate chiained in the 2016 measurement, in order o cbiain
at least an Quistanding LEI of 88.1 according to the GFTW target.
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Tahle 47- Index of Labor Environment and Compliance
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7.3.3  TRAINING

The evalution of the training in Findeter has made il possible & systemnalically update the knowledge and
skills of workers in crder to improve their skills in the development of their functicns, aligned with the
strategic direction of the organization, promoting the participation in different specialized or technical {non-
formal} courses aimed at updating and complementing knowledge,

This is how the training of 590 pecple in the different programs results in an investment of 15.6 person-
hours on average per month,

Training in Findeter is the supporl for the strategic plan in the short and medium lerm hecause it is aligned
with the organizational culture, which allcws integral collaborators to think about sustainable and prefitable
growth, in order 1o have the necessary elements to achieve the vision "To be the leading development bank
that transfcrms regicns into sustainable Llerrilories” .

Four years ago the Professicnals in Training program was implemented, which provides new professicnals
with a comprehensive and systematic knowledge of Findeler, so that they understand the meaning and
significance of their acticns in the crganization, strengthening their commitment and sense of belonging, in
order to oplimize their contribution and work perfermance, thus gaining a competitive advantage from their
organizational learning. This group of professionals is the seedbed for future generational relief,

Based on the training needs of the various units, the arganizational competencies to be developed and the
pravisions of the strateqic plan, each year's plan is buill and executed according 1o the dynamics of the
business. The parlicipation of collaborators in different programs that allow them 1o develop their soft skills
as a complement 1o the technical training they receive is encouraged by the Human and Administrative
Management Department.

Training programs are classiflied according 1o the {ollowing modalities:

o Corporate: Legal and Judicial Framewark, Strategic Directicn, Products and Services, Sacial
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Respansibility, Occupaticnal Safety and Health, Geed Governance, Ethics and Values,

e Specific Risk management, Project management, Public administration, custormer service,
Monitoring and  control,  administralive, accounting, lax and financial matters, housing
infrastructure, sustainahility, legal aspects

o Complementary: Update on lechnological tools, Quality standards update, Cnline Government,
QRAS - SARLAFT, SICM, Infarmation security,

e Improvement of organizational or managerial skills: Provision for change, Sell-development,
Innovation and Crealivity, Teamwark, Cuslomer Orientation, Results Orientation with Qualily,
Execution and Follow-up, People Development,

e  Pre-pensioners program: Findeter implemenied the pregram Lo prepare for a lifestyle change and
facilitate the adaptation 1o said change by developing a seminar lhat addresses the psychalogical,
econcmic, family and legal aspects when collaberalars retire, The program starts for persons that
are three years away from retiring taking inte account everything related Lo the current requlations
of the Ministry of Labor and Social Security,

In order 1o ensure the follow-up of the training, a control of the parlicipation of each worker is performed in
which the time invesied in the learning and the program that they attended is recorded, together with which
strategic dimensicn they correspond to or the organizational competency thal they want to develop or
strenglhen with said training.

We have a measurement indicator for man haurs and the coverage of the same. The average man hours per
menth for 2016 were 15.6 hours with an average coverage of 90%.

For Findeter the training seeks to unify the corporate strategic criteria and guidelines for the satisfaction of
clients and stakeholders, in the integrality of the products and services offered, as well as to update and
expand the knowledge required in specialized areas and 1opics, to contribule 1o raising and maintaining a
gocd level of individual efficiency and ccllective performance and to generate the apprepriation and
application of knowledge: to impact on collaborators the three dimensicns of learning: be, know and know
how 1o do, s thal they can be better comprehensive pegple, inding meaning 1o their work and aiming and
focusing on the balance of persanal, Tamily and work life..

This is why the evolution of training in Findeler is the response o the policies of talent development that
have been implemented and Lhe training is aligned to supporl the programs that the Enlity leads for the
regicns, which require ever mere specialized and integral professionals, aligned with the corporate culture
and values.

Tahle 48- Training Hours

2014 437 1

20,892 473
2015 21,919 537 40,32
2016 29,040 590 49.22

In 2016, there were 361 training events, which trained 590 people, who on average recewved 49 hours of
training. The programs with the greatest number of atlendees are related (o topics including: Lhe strategic
plan, recruilment, leadership, quality standards, customer service and envirenmenial awareness, among
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olhers,

Table 49- Training of warkers according to gender and position

Employee

hours

category

No. female
participants
MNe. male
participants
Total No
participants
Female training
Male training
hours
Total hours of
training
Average hours
of annual
training

[MTERMS 26 g 34 /54 243 99/ 26.32

ANALYSTS  AND

PROFESSICMALS 264 215 4/9 2,144 8,401 21,545 45.04
MANAGERS 13 6 19 1,744 5/9 2,326 122.42
PRESIDENT 1 1 218 218 2°8.00
WICE PRESIDEMNTS 2 4 6 322 474 /96 132./0

the Entity.

7.3.4  PERFORMANCE

In 2016, the performance evaluation for the pericd 2015 was carried out, with a participation of 345 workers
ahle to participate in the pracess, It should be noted thal for this evaluation of develepment management, a
new 100l was used thal measured not only the competencies of the collaborators, but also the contribution
to the impravement of the Climate and Qrganizational Cullure and the poetential therec,
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Table 50 - Performance Evaluation

PRGFESSICGNAL CATEGORY FEMALE MALE TOTAL

Analyst

Director

Boss

Professional

General secretary

Vice president

7.35 OCCUPATIONAL HEALTH

The Administrator of Professional Risks (ARLY has classified Findeter in the minimum risk level, at present it is
in Class | (Financial companies, office and administrative work, educational cenlers, restauranis) due 1o its

econcamic activity. To date no new developments have been filed with the ARL with respect to alleged work-
related illnesses.

As of 2016 no incapacities were generated due to occupational diseases or fatalities. This is the result of the
preventive program of Occupalional Safety and Heallth, which with the support of the ARL and the
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management that is performed frem the Human Resources and Administralive Management has oblained a
reinvestment in 2016 of more than COP 48 millian that allowed all the collaborators to be participanis in the

different programs that focus on their good health and safety.
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8 RELATIONS WITH STRKEHOLDERS

8.1 VALUE CHAIN

Within the strategies that Findeler carried out inits management during 2016 was to continue strengthening
its relations with its stakeholders. This was performed through the infoermation and communicalion channels,
complying with the policy of Sustainability and Corporate Social Responsibility. We have been building Lhis
relationship not only from a basis of mutual trust and transparency, but we have also lried to emphasize the
inlerests of lhe stakehclders and in satislying them, considenng thal they are vitally important due to their
impact an the results of the company and for being imporiant actors with respect 1o sustainability, due to
their direct and indirecl impact on its management.

In the global environment where changes are increasingly significanl, the role of stakeholders becomes
fundamental in terms of the business, as the betlter prepared the business strategy is the more possibilities
the company will have to identify new opportunities and challenges, and al the same time anticipale the risks
and be prepared to minimize them. All this wall eventually result in a better economic performance in addition
to creating value for society and the envirenment.

Findeler in its relationship building process with 1ts groups of interesl as part of the materiality process
researched for each of them, their needs, expectations and interests, through a direct relationship with some
and wilh surveys wilh athers, in order to achieve and assess the extent 1o which they can and will conlinue
to respend.

This was possible thanks to the sustainabilily strateqgy that the Entity continues to develop this year and which
we are erbodying in our Management and Sustainahility Report 2016 and that has provided the appropriate
framewaork Tor the management of relevant issues in social, environmental and economic issues . In this
strategy, we outline the Entity's vision, principles and pclicies, and deline its approach to governance,
stakeholder engagement, and communication with stakeholders from all areas of the business.

The Tellowing are the stakeholders taken into account:

eSharehclders, Board of Directors and Investors
eSuppliers

e oniraciors

o ullabarators

8.1.1 CUSTOMERS AND MARKETING

Regarding our final clients or beneficiaries, the relaticnship lies directly with the Regional and Entity Zones.
Fach account manager, according 1o our institutional values, is criented to the vocalion of service, respect
and commitment Lhat as a resull has led 10 a loyally of 64% of our Beneliciaries, according Lo the most
recent salisfaction survey conducted by the Entity,

On the other hand we have the Financial Intermediaries, who are allies of the Entily in the placement of
credits, Loans are made available to the Final Beneficiary through them, which is Findeter atlaches such great
imporiance 1o these aclors.

Currently we have a Financal Intermediation Management that is responsible Tor relaticnships with these
intermediaries. In this way a close relationship is maintained with the managers of finanaal institutions and
as a resull we win businesses or projects that are not obtained frem the Regional offices but through the
branches of the banks. With this, Financial Intermediation Management helps to meet expectations for Lhis
year.

We are always leoking to achieve an efficient communication with the financal inlermediaries, which allows
the disclosure of information of interest to the parties, we achieve this through relationship campaigns
constantly focused on the understanding of Findeter by providing up Lo date information to the Finandcial

139



Findeter

Financiera del Desarrollo

Intermediaries.

Finally, we are always woarking on the positioning of Findeler and its products with the Financial
Intermediaries, being present at events and providing commercial support, in order G achieve credibility and
prestige. We constantly tran the Intermediaries with the purpose of publicizing our new lines of products
and updating them on those already in force,

TARGET MARKET

Our target market is arganizations, whether public or privale, within the Colombian territory, that are within

the secters that can be financed hy the Bank.

The financeable seclors are;

» Transportation Infrastructure

* |nfrastructure [or Energy Development

» Development of Urban Infrastructure, Canstruction and Housing
* Infrastructure for Drinking Water and Basic Sanitation
= |CT Infrastructure

= Envircnmental Infrastructure

= Educalion Infrastructure

* Health Infrastructure

= Tourist Infrastructure

= |nfrastructure for Sport, Recreation and Culture

= Territorial Tax Disencumbrance

CUSTOMER SERVICE

During 2016, Findeter oriented its stralegies, actions and chjectives towards the client, seeking 1o provide
the market wilh an excellent level of service, supported by the developrment of an internal organizational
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culture focused loveards the client; managing 1o project itsell as a competitive entity in the market.

Itis for this reason, that in 2016 efforts were made to improve and/or maintain the levels of satisfaction of
the customer service channels, establishing as a geal excellence in the atlenticn of the provided services such
as chat, questions and suggestions.

In additicn Lo this during 2016 the customer service project was alse started, in which market research was
carried out and a benchmarking on cormpanies that could help in the developrment of the same, allowing the
crealicn of a consolidated stralegy for the project, which fecuses on four major iterns: develcpment of
compelencies, creation of service agreements, structuring of the service area and creation of service policies.
The developrrent of this strategy will begin in February 2017 and will be one of the main pillars to make
customer service kncwn as a key toal in Findeter's organizational structure,

See the complete customer service
information in Annex-4

LOYAL CUSTOMERS

According 1o the company's latest satisfaction study, Findeter saw an increase of approximately 5% in the
numbers of loyal customers between 2074 and 2015, up from 56% in 2014 to 61% in 2015, We can explain
this by the work that has been perfarmed by all the members of the Cormmercial Vice-Presidency to create
lasting relaticnships with our customers.

BUSINESS INTELLIGENCE

The {ollow-up, monitaring and cantrol of both the finandial market and the commercial managerment of the
commercial vice-presidency for the Enlity is performed. We momitar the results of he commercial vice
presidency through Management indicators. We plan, arganize, direct and build reports and tools to achieve
what is propased within the cbjectives cullined by the commercial area and the Entity.

As workflow, on a weekly basis, we monitor the Entity's business through videoconTerences, we analyze lost
or deferred business, we consolidate and provide the results of manthly closes, of the account managers,
regicnal office and commercial vice-presidency. In additicn, we provide reports on results and indicalors by
market segment. We communicate the manthly repert 1o each ane of the members of the commercial vice-
presidency, so that they have enough information and tools Lo help the development of plans that support
the Tulfillment of the oullined objectives,

On the other hand, one of lhe most cutstanding functions of the area is the prospectling of clients through
the study of client information from the Colombian market, With the support of market databases and
communication networks, we have acquired a compendium of companies [rom which potential customers
and potential businesses can be drawn, The Business Intelligence area is in charge of analyzing and
segmenting the information up 1o the point of oblaining the companies that are matches for the products
and services of Findeter. These companies are then distributed among all the commerdial workforce of the
enlity depending on the coverage of each of the <cnes and regions by the Entity,

8.1.2  SUPPLIERS

During 2016, Findeter entered into contractual negotiations with suppliers for approximately COP 57,531
millian,

Table 51 - Contracting with suppliers

CONTRALTS AOQC
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_ QUANTITY AMOUNT {COP) QUANTITY AMCUNT (COF)

Extras and Other Items less than

P )
COP 35.000,000 13 174,069 0 /6 /4 458,37 f, /96
Extras and Others aver COP i i —
35,000,000 18 1,607,830, 9598
Extras and Other llems hetween

COP 35000001 and COP 11 1,305,919,52 7 - -
350,000,000

Extras and Other ltems over COP o o

350,000,001 3 18,904,409, 142 - -
womsneaes
Conlracts over CGP 350,000,001 24469917 /83

Conlracls Belween COoP 7 1 661,359 702

35,000,001 and COP 350,000,000

Conlracls less than CoF

13 4 230 /20 193 2,293 450 438
35,000,000 et SRR

Conltracls over CGP 35,000,001 6,030, 6/5,643

8.1.3 COMMUNICATION CHANNELS WITH STAKEHOLDERS

In order to connect and interact with stakeholders and to achieve a positive perception and reputaticn with
them, Findetler uses four axes of organizational communication:

» Exlernal communication that includes the delivery of management results, the strategic plan,
mission and vision, service partfclio, relationship plans, business negotiations, government polices
and corporale sccial responsibility

» Internal communicalion, covering topics on: Organizational cullure, change, leadership,
inncvaticn and values;

= Corperate communicalion developed for brands, reputaticn, marketing and customer service,

* Virtual communication Lhatl includes sodial netwarks, connectiaty and website, among cthers;
through which it inferms, and interacts with, the different stakeholders, while disseminating
important issues for each one,

Specifically, Findeter strengthened its relationship and continued communicaticn with external stakeholders,
improving the attention of requests, complaints, suggesticns and now denunciations that have enabled the
Entity to identily its needs 1o build improvement plans with the client:
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. Website: Through the websile users are able to access information about Findeter,
allewing them tc find out more about the Entity. The wehsite has a "Contact Us" aption
where they can also submil their concerns and suggestions, and they will receive a salution
ina maximum time of 15 waorking days from the specialized areas.

o During the analyzed period 217 submissions were received, and the response tme was
three days wilh a satisflacticn level of 93%, maintaining the response limes compared {c
the year 2015,

o Virlual Chat: This tool cn the website allows citizens direct and immediale conlacl wath
the Entity, allowing them 1o get answers to any questicns in the mast agile and {ast way.
Since 2015 improvernents have been made that have been well accepted by customers,
with a current salisfaction level of 91%

° Maticnal toll free line 01300011662 2: This line provides Citizens with an immediale contact
and they receive a persenaliced service and obtain support within the established times

. Social Networks: These are all those virtual means that the Entity has 1o mamntain a two-
way communicatien with citizens, clients and strategic allies, such as: Instagram, Facebook
and Twitter.

o Instituticnal Mail: This allows stakeholders 1o send their requests and requirements,
receiving their salution as 500N as possible,

Cn the other hand, the lanquage that Findeter uses is very technical and that is why i is necessary to maintan
the institutional discourse bullt during 2016, implementing sirategic communicative actions that are very
simple to undersiand, in order to be able to demanstrate the high impact works of the Entity to the different
stakeholders, in an experiential way and with a regicnal and social approach.

The results of the Enlity's work have a greal impact on the inhabilants of the different departments and
especially on the regions with the greatest basic needs 1o be satisfied; which is why it is necessary to issue
permanent informaticn abhout the projects, programs and works thal will generale benefits in the medium
and long-term. Thereflare, during 2016, the Enlity developed a communication strategy aimed at humanizing
and bringing the results of the projecls and programs thal Findeter implemented in the different regions, in
an experiential way and with a regicnal and sccial approach, threugh specific actions, such as;

o Workshaps and dissemination forums on the progress of the Susiainable and Compelitive
Cities program in cities such as Barranquilla, Riohacha, Pasie, Monteria, Valledupar,
Cartagena, Villavicencic, Sanla Marta, Neiva and Ihagué.

o Forums and acadermic meetings in the Emblematic Cities such as; Barrancabermeja,
Buenaventura, Galapa, Magangué, Quibdd, Sabana Centro, San Gil and Tumaco,

o Dissemination workshops with specific groups for the presentation and progress of the
Caribbean Dramond and Sanlanders programs in Colombia, Pacific Diamond, Agropolis
and Forest of Peace.

° Findeter also participated as a sponsor in mare than 61 events in topics related to
infrastructure, sustainable development, ecenomic prospects, Compelitive cities, among
others, allowvang it visibility and positioning itself as the Entity thal supparts sustainable
projects, generating wellare in the regions.

Accordingly, each year, and in accardance with the scope of its Strategic Plan, the Enlily builds an
Crganizaticnal Communication Plan that includes tools and channels to disseminate its management and
that centain a specific language, accarding 1o the targel audience,
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8.2.1 IDENTIFICATION, PRIORITIZATION AND VALIDATION OF ASPECTS AND MATTERS

In order 1o delermine the relevant aspects for Findeter (internal enviranment} and the stakeholders {external
enviranmenty, we conducted a consullation and dialogue pracess in accordance with the Global Reporting
Initiative's G4 Suslainability Reporting Guide,

The process of materiality analysis has been carried cut considering Lhe vision of internal groups such as the
collahorators, the steering commiltee and the Board of Direclars, as well as externally with suppliers, clients
and contractors, considered as prionties {or this 2016 materiality exercise. Likewise, the content and quality
principles proposed by GRI G4 have been taken as a reference both for the definition of contents and the
preparation of the management and suslainability repart 2016,

The dentification of aspects and issues relevant Lo Findeter has been performed based con the consultation
of primary and secondary information scurces:

Primary information sources:
e Consultation via electronic survey 1o the Findeter Board of Direclors

= Consultation via physical survey to these attending the Audience of Accountability 2016 held on Novermnber
1, 2016

= Cansullation via electronic survey aimed at customers, employees, suppliers and contractors

» Cansultation via multi-stakeholder workshop with clients, collaborators, supplers and contractors, which
was held at Findeler's Bogota facilities on November 17, 2016

Secondary information sources:
External:

e Principles of the Global Compact

e Coresubject matters of 15026000

o Keyissues of the Mational Development Plan 2014 - 2018 Celombia
Internal:

e "Indicalors for Findeler” Document in Excel

e  Findeter strategic plan 2015-2025

o Materialily 2015 Findeler Management and Suslainability Report

PRIORITIZATION OF ASPECTS

After the identification of the relevant issues oblained from secondary sources, a definition of the GRI G4
aspecls to be consulted was carried out, tegether with the sub-aspects that conshtuted them and which
served as a basis for the presentations and formats used within the 2016 consultation and dialogue exercises
with stakeholders.

The prioritization of the aspects is related Lo the perceplion of the stakehclders consulled, taking into account
the degree of importance of each one and the social, environmental, and economic impacts of the
organizatian.

The groups of interest consulted and Lhe mechanisms by which the pricritization of aspects for the year 2016
was carried cul were as {ollows:
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VALIDATION AND REVIEW OF PRIORITIZED ASPECTS

In arder 1o validate the material matters and aspects the fellewing is evaluated:
o Scope; the sel of Aspects that are addressed in a report,
o Coverage; the description of where the impacts of each malerial aspect are preduced
o Time; completeness of the selected infermation for the period subject to the report

Validation ensures that the repart pravides a reasonable and balanced representation of the organization's
sustainahilily performance, for bath its positive and negative impacts. Therefare, il an indicator is considered
material, hut the aspect to which it corresponds was not idenlified as such, 1t is necessary to evaluate whether
to cansider it material,

In this context, in order i ensure that the matenality reflecis in a reasonable and balanced manner the issues
relevant to Findeter's sustainable performance, after cblaining the final scores for each GRI G4 pricritized
aspecl, the cross referencing was performed Both for Findeler and its stakeholders, with a ictal of 40 aspects
oblained, of which 19 are considered material {identified with a "* " in the following Lable). 11 is emphasized
that although the "training and education” aspect was not calculaled as material, alter reviewing the
materiality matrix and considering it to be a generatar of positive impact on the collaborators, Findeter has
alse selected il as a matenal aspect.
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Table 52 - Prioritization of material aspects

Prioritized aspect

1 Envirenmental regulatory compliance *

3 Fight against Corruption *

5 Indirect ecenomic consequences ™

7 Inncvation *

9 Good governance practices, ethics and transparency *

11 Energy™

13 Mondiscrimination®

15 Laber relaticns™

17 Enviranmental management system®

19 Training and education *

21 Regulatory Cempliance Clients



2016 MANAGEMENT & SUSTAINABILITY REPORT

Prioritized aspect

23 Human Rights Assessment Suppliers

25 Employment Assessment suppliers

2/ Envirenmental impact of products and services

29 Associations and alliances

31 Public politics

33 Water

34 Freedom of assaciation and callective bargaining

ey Mechanisms Tor labor practices claims

39 Acquisition Practices
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8.2.2

/o
~/

MATERIALITY MATRIX

The materiality matrix 2016 is presenied below, which graphically plots the resull of the analysis, locating the
identified issues and aspects based an their internal and external significance for the organization:
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Graph 3- Materiality Matrix
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®Agua

® Asociaciones y alianzas
Cambio climético

® Capacitacion y educacion

® Comunicaciones de mercadeo
Comunidades locales

© Consecuencias econdmicas indirectas

@ Cumplimiento regulatorio ambiental

» Cumplimiento regulatorio Clientes

® Cumplimiento regulatorio Comunidades

® Desempefio econdmico

eEmplec

®»Energia

® Evaluacion a proveedores en DDHH
Evaluacidn ambiental de proveedores

® Evaluacion internaen DOHH
Evaluacién laboral de proveedores
lgualdad de retribucion hombres - mujeres

@ Innovacién

® Inversion DDHH
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# Libertad de asociacion y negociacion colectiva

® Lucha contra la Corrupcién

& Materiales

® Mecanismos de reclamacién en materia ambiental
Mecanismos de reclamacion practicas laborales
Medidas de Seguridad en DDHH

® Mo discriminacién
Optim izacion de procesos y procedimientos
Politica publica
Practicas de adquisicion

© Précticas de buen gobiemna, ética v transparencia

@ Practicas de competencia desleal

# Privacidad de clientes

® Productos y servicios impacto ambiental

@ Relaciones laborales

» Salud y Seguridad Clientes

#® 5alud y Seguridad Trabajadores

® Sistema de Gestign Ambiental
Transporte

® Vertidos y residuos



8.2.3

no.

COVERAGE OF MATERIAL ASPECTS

Material aspect

Envircnmental
compliance

requlatory

Economic perfarmance

Fight against Corruplion

Climate change

Indirect BCONOMIc

conseguences
Equal pay for men - wornen

Inncvaticon

Training and educaticn

Table 53- Coverage of material aspects

Corresponds to:

Compliance with applicable envircanmental regulaticns

Econamic management of Findeter and positive evalution of
economic resulls, improvement of public wellare derived from
the activity of Findeter and Cooperative/joint cooperation
activilies and programs with other organizations

Mechanisms for preventing corruption and preventing money
laundering and fraud

Emissicns of greenhouse gases to the almosphere, mitigation
and adaptation plan

Impact an the regions and integrated terntorial development

Equitable compensation

Innovalion prajects, in particular Findeter's Center for Innovation
and Knowledge {CIK)

Training plans for all workers, including training in environmental
and social policies applied to the business, performance
evaluation and retirement programs
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Relevant within
Findeter

v

Relevant
outside Findeter
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9 PROCESSES AND CONTINUOUS IMPROVEMENT

9.1 INTEGRATED MANAGEMENT SYSTEM

The Integrated Managemenl System, which is composed of; the Quality Management System (QMS), the
Environmental Management Systern (EMS), the Standard Internal Contrel Model (SICM], the Operaticnal Risk
Management System (ORMS), and the model for the management of the reconciliation of persanal, family
and work life, continued with its maintenance as a basic input to achieve continucus improvement in the
management ¢f the Entity, internal control and allention Lo instilutional risks.

The analysis and measurement of the management indicators shows thal the efficacy, efficiency and
effectiveness of the Entity showed a positive behavior with the Tollovang results.

Graph 36- IMS Compliance Level
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The objectives of the IMS showed compliance above 93%, with the exceplion of the indicator of
Environmental Management that recorded compliance of 87.80%.
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Graph 4- Compliance with IMS objectives
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Objetivo 1 Objetivo 2 Objetivo 3 Objetivo 4 Objetivo 5 Objetivo 6
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Chbjective 1. Increase the level of satis‘action of Hrdeter & rema and exierna castomers.
Chbjective 2. o increase <he level of opoortun ty in Findeser's corre~unication.

Chjective 3. Cotim ze the svel of eectiveness of the ensity s controls.

Chbjective < I~prove the level of coportanity with acourate, necessary and clear irformasion.
Chbjective 5. o increase the level of cor-petence and quality of life of emo oyess.

Chjective B [0 manage good practicss to gensrate ervicgn~enzal awareness among Hodeter s partners to promote <be
efficient use of nataral rescarces ane to adeguately dispose of naza-dous wasies.

At Froeter we nave identif ed six renceatorming products (NCPY whick dar ng 2006 oressried the fellow ng cenav or:

Table 3- Nonconforming Products 2016

bjection 1o the MVCT evaluation report - 0.00%
Inconsistencies af Titles = 3 0.00%
Return for warranly review 7 493 1.42%
Certificales of Eligibility 1 48 2.08%
Certificates of Existence 1,000 10,475 9.55%
Praject tracking sheets - - 0.00%

Graph 38- Nen-conforming Product

152
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Fichas de seguimiento por proyecto
Certificados de Existencia 9,55%
Certificados de Elegibilidad

Devolucién por revisidn de garantias

Inconsistencias de Titulos 0,00%

Objecidn al informe de evaluacion MVCT | 0,00%

0,00% 2,00% 4,00% 6,00% 8,00% 10,00% 12,00%

During 2016 we formulated 219 corrective, preventive or improvement actions distributed as follows: 68
corrective actions and 151 improvement acticns which indicate that the evolution with respect to the
continuous improvement of the sysiem was 69%. Likewise, we closed 2016 with 270 executed actions
carrespanding 1o 108 corrective actions, ane preventive action and 161 improvement actions. These aclions
were Tormulated during 2013 10 2016, The actions derived frem heth the internal audil of the IM5 and the
internal management audit were the sources that had the largest participation with 80%.

Graph 39- Actions formulated in 2016
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Graph 5- Actions completed in 2016
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Graph 6- Completed formulated actions by year
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112

N 2013 m2014 m2015 m2016

The first follow-up audit to the Quality Management System reaffirmed our Cerlification until 2018,
demaonstrating compliance with the requirements of 1SO 9001; 2008 and NTCGP1000.2009, Likewise, the
second follow-up certification audit for the 15014001-2004 Environmental Management System standard
showed that Findeter is committed to identifying the environmental impacts that we generate at our
headquarters and that we propose pragrams to cantrol them,

This is confirmed by the ninth IMS Internal Audit cycle, which reflected the commitment, sense of belenging
and work of our teams in the internalization of the Systerm in their daily work, As of December 2016 we have
17 processes certified in both slandards.
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e with the implementation of the |
integraling it inl¢ the Findeter 1 ment 5

9.2 INNOVATION

The Center for Innovaticn and Knewledge (CIK) of Findeler premetes and facilitates the conceptualization
and approach of new initiatives and actions that enhance innovation and knowledge management as
elements of differentiation of the Entity, in order 1o generate value and to support the fulflillment af the
Institutional missian.

The CIK aims 1o

* Channel and promote the innovation and management of knowledge to improve the
competitiveness of the entily, through initiatives supported in the research, development and
innovation {R&ED&N) and the transfer of knowledge in key areas cr sectors of Findeter's stakeholders.

» Capitalize and share the knowledge generaled from the interaclion between individuals,
institutions, companies, and scciely, derived from financing aclicns, project develepment, technical
assistance and cther specialized services provided by Findeler in the public and private sectors,

» Promcle the innovation culture of Lhe instilution,

» Supportall R & D & | activities in the different programs of the enlity, in order Lo find sclutions to
the problems of the territories,

The executlicn of the different integrated territorial develocpment programs has allowed the generalion,
adaptaticn and transfer of knowledge, enriched by good practices and lessons learned, thal must be
managed to leverage innovation in the Institution, The CIK seeks to make this knowledge accessible to more
pecple and increasing the learning capacily of the organization.

In 2016 several actions were taken to strengthen innovation in Findeter, among which two agreements stand
out that were formalized in the framework of collaboration with academia, specifically with the Universidad
Nacional de Colombia and Universidad de Ios Andes, with the consolidation of the magazine Pensamiento
Urbanc (Urban Thinkings, and the implementation of the Public Private Partnerships Bocklel,

In the shart term, the develepment and implementation of the Knowledge Management model is planned,
which entails actions such as alignmen! with the organizational culture and the formalization of agreements
with Universidad del Valle, Universidad del Norte and Universidad de Antioguia. For Innovation Management,
the purpase is to implement and appropriate a model for the institution,
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9.3 LEGAL MANAGEMENT

9.3.1 WRIT FOR THE PROTECTION QF FUNDAMENTAL RIGHTS

With respect 1o the legal processes of the Entily, an ellective legal and judicial representation is hughlighted.
This is evidenced by a favorable percentage of close 1o 100% in the decisions with respect to writ actions
where the Entily was invalved. In the year 2016, a lotal of 74 constitulional actions of this type were replied
to, which were all ruled in favor of Findeter.

9.3.2 LEGAL ACTIONS AGAINST FINDETER

Tabla 4- Legal actions against Findeter

Requested Provision Value .

Insclvency 156,951,168

Arbitration 135,918,702

Direct

Damaqges

Compensalicn 3,795,361,149 - 7
Action
Incidental action 169,886,850
Contraciual acticn 1,351,815,261 875,000,000
Total 37,824,066,938 3,495,274,658

* Corresponds 1o Processes against the Funds adminisiered by Findeter,
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Table 56 - Processes Against Autonomous Equity

Requested amount N ° of

Attorney Process class (COP) Reserve (COP) Processes
External Arbitration 7,289,891,261 7,832,057,692 3
attorneys

Ordinary Lahaor 2,626,355,323 437071296 13
In house Direct Damages 426,210,697 426,210,697 1
attorneys

Claims - - 1

Extrajudicial cenciliation 506,574,331

Tahble 57- Processes promoted by autonomaus patrimony

Reguested amount N ° of
Attorney Process class (COP) Reserve (COP) Procasses
External 1 tion 5,875,849,439 915,769,249 3
attorneys

Total 5,875,849,439 915,769,249 3

QLSNP A 340 9,611,108,934

Table 5- Others - Against Findeter

Process class Amount reguested

(COP) Provision Value (COP) N? of Pracesses

Claims 925,921,144 - 2

Qut of court
settlements

2,761,520,268 -
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Tahle 59- Processes initiated hy Findeter

Process class Amount Pravision Value N° of
requested (COP) {COP) Processes

Civil Ordinary 1,827.864,000 = 1
Execulive - Former employees 1.078,867,658 - 15
Execulive — International 37.804,571,143 - 3
Executive - BCH 75,468,541 - 2
Executive — INSFOPAL 6,191,690,137 - 10
E;eéﬁg\ge-r)mcal Monitor {program created 54,960,000 ) )
Executive - Utilities  ({co-financing 130,255,844 )

agreerments)

In tctal, there are 121 processes of which 106 carrespend to judicial processes ar ¢ther instances.

933 PORTFOLIO SALE TO CISA

In 2012, an inter-administrative agreement was signed with CISA and the Ministry of Finance, in order to sell
the portfolio of the processes that due 1o the concept of collection al rescurces of the Funds Administered
by Findeter were undergoing summary collection proceedings in the contentious-administrative jurisdiction
and liability restructuring PrOCESses under Law 550 of 1999,
As a resull of this sale, a perifolic represented by 813 obligations under executive proceedings for a value of
COP 35,130 million and 268 agreements for the restructuring of habilites of territorial entities for an amount
of COP 171,800 million were disposed of.

All of the above has allowed a significant reduction of this perticlic, which as of Novernber 30, 2016,
amounted to COP 8,151 millicn, which implies a reduction between 2011 and 2016 of 24.25% of the
partfolio.

Table 680 - Portfalic sale to CISA

m Balance to be refunded Balance to be refunded Nov.

158
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Dec 31/2015 30/2016

Total 16.840 8,151 8,688

51

greements
1,618 6,608 408

Total Reduction 8,688

Lo i B sns 07 e,

QOther highlights of the legal management of the entity were:

Securitization 2016: From the beginning of 2016, wath the Titularicadora de Colombia
("Colombian Securitization Company”) it was possible to secuntize rediscount credits for COP
233,900 millicn in May.

Protection of Personal Data: Through the recommendations issued Lo different areas of the
Entity, the applicability cf the requlations Tor the protection of personal data and access 1¢ public
infarmation has been interpreted, as well as the establishment of guidelines to comply with said
rules.

Technical Assistance Assessments: Legal evaluation of Housing projects, recreational sports
parks, urban facilities, water, Priority Housing for Savers - PIHS and urban and schocl infrastructure.

Elaboration of internal opinions during 2016: The entity's cpinion an relevant issues of the legal
field was announced as a result of the concerns raised by the dillerent areas, In this sense and as a
result of the apinicns, we released the legal opinions related to the Trusts administered by Findeter;
of prepaymenis by the Municipalities in the operaticns of Water Bends, of real estale valuation
updates on which there is a guarantee in faver of Findeter; and the liquidation of trust funds in
projects belonging 1o the secter of Drinking Water and Basic Sanitalion, among others.

9.4 DOCUMENTARY MANAGEMENT

Findeter formulates, execules and inspects the execution of the activilies relaled to documentary
management and which are regulaled by the General Archive of the Nation in compliance with Law 594 of
2009, For the fulfillment of this purpose il articulates the execulion of services registered in the procedures

159
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of the Administrative Management pracess which are executed in the fellewing units;
» Correspondence window:
» Document Management Cenler

o Courier services

Curing 2016, the Tollowing activities were carried out:

Correspondence window and courier services: Dunng the year, through the correspondence window,
we have drculated approximately 70,000 communications, which are received and delivered through the
services of filing, internal distrbution, and local, naticnal and international courier services that are
coordinated from our headquarters.

Archival improvement plan: In June 2016, we completed the implementation of the Archival Improvement
Plan 2012 - 2016 (AP, which was presented to the General Archive of the Nalion as a strategy to position
ourselves as one of the exemplary entities in the administration of its documental heritage. The General
Archive of the Maticn canfirmed the Tulfillment of the established goals,

Implementation New Document Management Software - POXTA: The new documenl management
system called POXTA was implemented, which offers great advantages in terms of the electronic document
management process and its Tlaw wathin each of the different processes areas of the Entity.

The main benefit achieved 15 time saving, by having all the documentation in a single repository and wath the
same rules of description, creation, classification, capture, etc. All lhe files are now more accessible,
facilitating the process of search and retrieval of infermation, which streamlines the activities within the Entity
and our timely response 1o cuslomers

9.5 OPERATIONS AND TECHNOLOGY MANAGEMENT
9.5.1  BUSINESS INTELLIGENCE - BI

The objective of this project was to previde the Entity with a unigue tecl Tor the analysis of inlformation and
the presentation of data that effectively supperis decision making, whose scurce of information are the
different systems of the Entily and the application of business rules.

The result is that tcday Findeler has a waorld-class business inteligence tool, which supports the decision
making of the areas of the Commercial Vice-Presidency, Financial Vice-Presidency, Planning Management
and the Technical Vice-Presidency. This solution 1s flexible and makes it easy {or our users to create, modify
and reuse their own contral panels, indicators and reperts, which can also be prograrmmed for the aulomatic
sending to cther people in Lhe entity,

9.5.2 CONSTRUCTION AND AUTOMATION OF THE DATA VWAREHOUSE OF ECONOMIC
INDICATORS

The mam chjective of this project was 1o enable the ability to cbiain in an automalic and timely way the
values of economic indicators of the market, rales and currencies, which are the dala drivers of different
applications and the CORE processes of the entity.

This was achieved by building a centralized data warehouse of indicators and rates, using SCA (Service
Criented Architecture) components and ablaining data from our supplier of econemic indicators,

The enlity improved the efficiency in the management of financial operations and reduced the risk involved
in the manual lcading of econamic indicators in the applications. Additionally, the Entily has a store of
econamic indicators at its disposal, with historical and updated data that can be reused by any additional
information system and/cr processes that reguire it
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9.5.3 FINDETER VIRTUAL REDESIGN

The chijective of this project, which was developed during the year, was to renew the Findeter Virlual platform
in order to position il as a medern, usable and accessible teol that would allow us o improve the experience
of our users, thus Tulfilling the challenges imposed by the Stralegic Plan of the Entity.

With this tool we benefit our custamers, employees and former employees with operational improvements
in usahilily and accessibility, ahigned with the current graphic style of Findeter.

Additicnally, we were able Lo reduce travel costs due e the realization of virtual trainings that are availahle
online,

The official launch wall take place in the first quarter of 2017 and the respective communication campaign
will he carried out with all interested parties.

9.5.4  STRATEGICINFORMATION TECHNOLOGIES PLAN - SITP

Guring 2016, Findeter started defining the newr Strategic Information Technologies Plan (SITPY, aligned with
the Entity's Strateqic Plan, the execution of a business architecture exercise and the analysis 1o establish the
level of maturity of the processes and services of the Findeler Technology Direclorate,

9.5.5 INFRASTRUCTURE

With respect to the Infrastructure, Findeter focused on the processing and communications platform,
managing Lo implement environments in the cloud, which results n a decrease in costs wath variable billing
which depends on consumplion, it alse favers the alxaining of resources in a more agile and flexible way.

In order to favor the performance and quality of the communications services, the bandwidth of the channels
and of Internel access 1o users were doubled.

Aligned with the requirements of the Gabierno on Linca (" Online Government "} initiative, we advanced with
the implementation of IPv6 protocol, {latest generation Internet Protocol, designed to replace the current
Internet protocol, IP version 4) deepening the diagnosis of cur technological infrastruciure, the definition of
the transiticn strategy and coexistence of this new protocel with [Pv4, In the same way, cur lechnical and
business persannel were {rained and sensitized in the {ace of the challenges thal arise from this transition.

Likewise, we conlinue with the implementation and strengthering of computer securily centrols, with the
guidelines and policies established by the Vice Presidency of Risks, in arder to continuously imprave Lhis
factor, which is always relevant and of greal imperiance Lo the Entity,
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