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Poor roads and port quality compare to competitors

Quality of the roads in LATAM Quality of port infrastructure in LATAM
Ecuador (24) 5.4 Panama (5)
Chile (30) 5,0 Chile (34)
Panama (48) 4,5 Uruguay (39)
México (58) 4,3 Ecuador (40)
El Salvador (73) 3,9 México (57)
Honduras (76) 3,8 )
Argentina (79)
Nicaragua (84) 3,6
Colombia (83)
Guatemala (92) 3,4
Argentina (103) 3,1 Perti (88)
Pert (110) 3 Guyana (113)
Brasil (111) 3,0 Paraguay..
Venezuela (119) 2,8 Brasil (114)
Colombia (120) 2,8 Venezuela..
Paraguay (136) 2,2 Bolivia (126)
1 2 3 4 5 6 0 5 4 6

Less quality of roads in Colombia than that of Latin America and the Caribbean
and significantly less than that of Chile

Source: BBVA Research and World Economic Forum 2016-2017. Grade 1 is for the poorest quality and grade 7 for the best quality. The first position is for the country with the best
roads or port infrastructure, respectively, among 138 countries.
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Medium term: Infrastructure increases productivity

Position in competitiveness and infrastructure
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The Colombian infrastructure needs to improve

Source: BBVA Research and World Economic Forum 2016-2017
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Short term: the construction of infrastructure boosts demand

Civil engineering works and concrete
sales
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inputs. That boosts growth

BBVA Research and National Statistics Department —DANE —.
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The institutionality of the transport sector

Ministry of Transport

In charge of issuing the sector’s policies, plans, and programs and of technical and economic regulation.
2017 Investment Budget: USD1,6bll (COP4,9bll, 14,8% of PGN” investment)

No concessioned , : :
R RS e Public Private Partnerships

Ground Performing Entity: ANI: .
Structuring, execution , and Current ambitious 4th
contract supervision of generation of fCZZCéV)Vay
: Performing Entity: INVIAS concessions and PPP’s. concessions (46).
RETWE 2017 investment budget: USD16blI, 32 projects
USDO,5bll ($COP1,4bll) ANI's 2017 investment
budget: USDO,5bll Financing:
(COP$1,6bll.)* concessionaire equity, FDN
(resources from
Regulatory framework: multilaterals and ISAGEN),
Concession law or PPP’s local banks, Foreign banks,
law (Law 1508, 2012). private capital funds and
: Performing Entities: debt funds
Fl uvi al Cormagdalena e INVIAS Infrastructure law (Law _
1682, 2013 Post construction: tolls,
future authorized
Performing Entity: Aerocivil More robust concession government budget funds,
2017 investment budget: USD 0,2 frame contract and infrastructure bonds.
bll (COP $0,7bll.)

Source: BBVA Research with data from Fedesarrollo and the Ministry of Finance (with budget appropriation data, in the report of execution of the General Budget of the Nation
accumulated to June). * The ANI also has COP 0.8 trillion in domestic debt. An average exchange rate of 2017 of COP2977 / USD (BBVAe)
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4G: Important challenges despite the advances

Regulatory framework :

Concession law or PPP’s law (Law 1508,
2012) .

Infraestructure Law (Law 1682, 2013)

New, more robust frame concession
contract

Institutional Headways:

The National Infrastructure Agency —ANI-,
the National Authority for Environmental
licenses —ANLA-, and the Intersectorial
Infraestructure Commission —ClII- were
created. FEN was transformed into the
National Development Finance —FDN-

Pending aspects and challenges

« National Authority for Environmental

License capacity

Improvement in the consulting processes
with communities (some projects have
previous consulting problems)

Possible delays in the financial closing of
the next stage of 4G because of the
reputation risk associated to Odebrecht

Recent problems in the early liquidation of
a contract evidenced legal gaps in the 4G,
which led to the drafting of a law.

Sales initiative of the participation of some
concessionaires. The development of some
projects depends on the fluency of these
sales processes.

Search for foreign investment in COP’s

Source: BBVA Research.
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The “future authorized government budget funds” boost the
Investment in the transport sector

Future authorized government budget Future authorized government budget funds
funds for investment by sector* for investment total and for transport*
4

2018 2019 2020 2021 2022
Transport Housing Non-Road Inf. Others Total

W Transport ETotal

Sources: BBVA Research with data from the Ministry of Finance (in the Medium-term fiscal framework 2017 p.266). *Refers to the Future authorized government budget funds on
April 30, 2017.
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“Future authorized government budget funds”: important 4G

funders

Funds authorized from future government budgets for PPP*

Accumulated

Project 2018 2019-2022 2023-2026 2027-2030 2031-2034 2035-2038 2039-2042 Total
WAVE 1 0.22 1.59 1.73 1.73 1.56 0.59 0.04 7.47
Conexion Pacifico 1 0.03 0.23 0.26 0.26 0.26 0.00 0.00 1.05
Perimetral de Oriente 0.02 0.23 0.18 0.18 0.18 0.18 0.04 1.01
Conexioén Norte 0.02 0.17 0.20 0.20 0.20 0.20 0.00 0.97
Autopista al Rio Magdalena 2 0.01 0.20 0.25 0.25 0.25 0.00 0.00 0.95
Mulalo - Loboguerrero 0.06 0.24 0.25 0.25 0.13 0.00 0.00 0.94
Conexion Pacifico 3 0.00 0.17 0.20 0.20 0.20 0.00 0.00 0.79
Cartagena - Barranquilla 0.04 0.16 0.16 0.16 0.12 0.00 0.00 0.66
Autopista Conexion Pacifico 2 0.01 0.09 0.12 0.12 0.12 0.12 0.00 0.56
Girardot-Puerto Salgar 0.03 0.10 0.10 0.10 0.10 0.10 0.00 0.55
WAVE 2 0.05 1.68 2.06 2.06 1.97 1.33 0.35 9.50
Mar 1 0.00 0.24 0.37 0.37 0.37 0.31 0.00 1.65
Pasto-Rumicahaca 0.01 0.26 0.30 0.30 0.30 0.30 0.11 1.58
Mar 2 0.00 0.24 0.38 0.38 0.38 0.09 0.00 1.46
Popayan - Santander De Quilichao 0.00 0.19 0.21 0.21 0.21 0.21 0.08 1.12
Neiva-Santana 0.00 0.17 0.20 0.20 0.20 0.20 0.07 1.04
Villavicencio-Yopal 0.00 0.23 0.25 0.25 0.25 0.00 0.00 0.99
Bucaramanga - Barrancabermeja -Yondo 0.03 0.18 0.19 0.19 0.10 0.05 0.00 0.73
Transwversal Del Sisga 0.01 0.10 0.10 0.10 0.10 0.10 0.05 0.56
Puerta Del Hierro — Cruz del Viso 0.00 0.06 0.06 0.06 0.06 0.06 0.03 0.35
WAVE 3 0.00 0.28 0.44 0.44 0.42 0.55 0.29 2.43
Pamplona -Cucuta 0.00 0.15 0.30 0.30 0.28 0.41 0.22 1.64
Bucaramanga -Pamplona 0.00 0.13 0.15 0.15 0.15 0.15 0.07 0.79
OTHER PPP Projects 0.05 0.27 0.51 0.13 0.00 0.00 0.00 0.97
Recuperacion De La Nawvegabilidad Del Ric 0.00 0.27 0.51 0.13 0.00 0.00 0.00 0.92
Autopista Ruta del Sol 0.05 0.00 0.00 0.00 0.00 0.00 0.00 0.05
TOTAL 0.32 3.83 4.75 4.36 3.95 2.48 0.68 20.36

Sources: BBVA Research with data from the Ministry of Finance (in the Medium-term fiscal framework 2017 p.266). *Refers to the Future authorized government budget funds on

April 30, 2017.
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Part of the Future authorized government budget funds were in
USD, hedging the concessionaire
Future authorized government budget funds for 4G projects*

Future authorized government

Project budget funds* % FV Requested dollars

Conexion Pacffico 1 1.04 0.18

Conexion Pacffico 2 0.59 0.50

Conexion Pacffico 3 0.80 0.49

Autopista al Rio Magdalena 2 0.99 0.24

Conexion Norte 0.98 0.37

Girardot -Puerto Salgar 0.59 0.34

Cartagena-Barranquilla 0.71 0.32

Perimetral de Oriente 0.88 0.32

Mulal6-Loboguerrero 0.97 0.31

Total First Wave 7.54 0.34
Puerta del Hierro Cruz del Viso 0.00
Transversal del Sisga 0.41

Mar 1 1.24 0.39

Mar 2 1.40 0.40

Neiva Santana 1.04 0.40

Pasto Rumichaca 1.16 0.46

Popayan-Santander de Quilichao 0.88 0.46

Villavicencio Yopal 0.98 0.53

Bucaramanga-Barrancabermeja- Y ondo 0.70 0.00

Total Second Wave 8.10 0.38

Sources: BBVA Research with data from the Ministry of Finance (in the Medium-term fiscal framework 2017 p.266). *Refers to the Future authorized government budget funds on
April 30, 2017.
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The share of the transport sector in “Future authorized
government budget funds” for PPP will be important
Future authorized government budget funds approved by sector and total quota for PPP

0.45
040  eeeeeeeecccccceecccccccceeemeecccceecemeeccceeeeemecccceeeeeeeccco—a-
0.35
0.30
0.25
0.20
0.15
0.10

0.05

N

0.00 r T :
2015 2017 2019 2021 2023 2025 2027 2029 2031 2033 2035 2037 2039 2041 2043 2045 2047

====Total PPP
Path approved in October 2016 of Future Authorized Government budget Funds in the Transport sector
Path approved in September 2016 of Future Authorized Government budget Funds in other sectors

Sources: BBVA Research with data from the Ministry of Finance (in the Medium-term fiscal framework 2017 p.266). *Refers to the Future authorized government budget funds on
April 30, 2017.
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Royalties: resources concentrated in the transport sector

Royalties: Approved Ressources by sector* Royalties: Participation by sector*

Transport

C&T

Education

Social Inclusion
House

Health and Social P.
Agriculture
Inflexibilities
Sport
Environment
Mines and Energy

Others

)

8.1%

m Others
= Mines and Energy
= Environment
= Agriculture
Health and Social P.
Culture and Sport
» Drinking Water
= Vivienda
= Social Inclusion
Education
C&T

® Transport

In addition, a Congressional Act releases in the short term 0,33 billions of

dollars to build tertiary roads

Source: BBVA Research with data from the National Planning Department —-DNP— data published in the Legislative Royalties Act project, p18. * Data as at 31 December 2016
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Main 4G projects for the next years

Public —
Private
niciative

4G Programme (PPP):
USD12,2bn (COP 36,3 billion)
2.755 km.
20 projects
7 years

Private

Iniciatives

4G Programme

(Private Iniciatives):
USD4,2bn (COP 12,5 billion)*
2.538 km.

12 projects
8 years

The 4G program has 32 projects and a cost of USD 16,4 bn

* Soruces: BBVA Research , Ministry of Finance and the Colombian Chamber of Infrastructure (CCI)
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Advances in 4G: 32 projects

9 projects from the first wave

9 projects from the secondwave — >
2 projects from the third wave 1. Approved:
12 Private Initiatives 32

2. Adjudicated:
32

4. Definitive
Financial
closure: 8

Conexioén Pacifico 3
Perimetral de C/marca
Conexion Pacifico 1
Cartagena — B/quilla 3. Closure ANI:
Conexion Norte 23
Conexion Pacifico 2
Girardot — Cajamarca
Girardot — Puerto Salgar

23 among the 32’s 4G projects with contractual financial closure from the ANI
have final financial closure. There are 15 projects lacking final financial closure

Source: BBVA Research with data from the Colombian Chamber of Infrastructure (CClI).
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15 projects waiting for final financial closure

. 2 Projects
First Wave Closure = 2Q (FDNe)
5 Projects .
Closure = 3Q (FDNe) 1 Project
Second Wave 2 Proiects Closure > 2Q (FDN¢)
J
Closure - 4Q (FDNe®)
3 Projects 2 Projects

Closure = 3Q (FDNe)  Closure - 2Q (FDN®)

According to the FDN 10 among the 15 projects will be having final financial
closure by 2017 and 5 by 2018

Sources: BBVA Research with the National Development Finance data —FDN — 18
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4G projects with final financial closure*

CONSTRUCTION ON TIME
4G - FIRST WAVE

4G - FIRST WAVE

4G - FIRST WAVE

4G - FIRST WAVE

4G - IP
4G - FIRST WAVE

4G - FIRST WAVE

Origin-Destination

Girardot - Honda - Puerto Salgar

Cartagena Barranquilla 4G

Autopista Conexién Pacifico 2:
Bolombolo - La Pintada - La Primavera

Autopista Conexion Pacifico 3: La
pintada - La Felisa - Irra - Tres Puertas
(Conexion Autopistas del Café) y la
Felisa - Asia - La Virginia Variante
tesalia 1

IP - Girardot - Ibagué - Cajamarca

Perimetral Oriente de Cundinamarca

Autopistas conexion Norte: Remedios -
Zaragoza - Caucasia 1

PRE-CONSTRUCTION EXTENDED

4G - FIRST WAVE

Autopista Conexion Pacifico 1: Ancén
Sur - Camilo Cé - Bolombolo

Length Granted

190

147

98

146

35
154

145

49

Total CAPEX (Billions
of USD)

0.39

0.47

0.42

0.58

0.39
0.43

0.42

0.73

Contract date -

Advance (%) End Of.
construction

phase
30.5% 18/01/2018
27.0% 18/10/2018
16.4% 10/10/2020
13.5% 03/10/2020
11.0% 13/04/2020
10.3% 13/04/2024
1.2% 05/01/2021
0% Controversy

Source: BBVA Research with data from the National Infrastructure Agency (ANI) * Data as of March 2017.
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BBVA: 4G’s slower execution than the Government

BBVA's execution path scenario

3

® Possible delays in the financial closing of
the next stage of 4G because of the
reputation risk associated to Odebrecht

® Odebrecht’ scandale could delay the 4G’s
excecution. Our scenario includes an
excecution of 1,17 billions of dollars in
2017 and a peack in 2019

0 « , .
®  The Government's scenario is

considerably more optimistic in 2017

2016 I2017(p)I2018(p)I2019(p)l2020(p)I2021(p)l2022(p)l

Source: BBVA Research. Own projections
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4G: impact on growth

Economic Growth: includes 4G
contribution

3.2 3.1
2.8

2.8
2.4

2.0 2.0
2.0
1.6 1.5
1.2
0.8
0.4
OO T T T T

2015 2016 (p) 2017 (p) 2018 (p) 2019 (p)
B GDP without 4G B4G

Total investment by component

0,
30% 28.8% 27 2% 27 3% 27 6% 28.0%
N I
20%

15%

10%

O% r T T T T

2015 2016 (p) 2017 (p) 2018 (p) 2019 (p)
m4G m Civil Works without 4G
Edification B Machinery, equipment and Transport

Although 4G works have a significant impact on GDP growth, their amounts
are not so high as a proportion of total investment

Source: BBVA Research. Own projections
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Efforts made to diversify funding sources

Financing according to the source (8 projects)
(%, March of 2017)

m Local Bank mInternational Bank Debt Funds = Bond Issue FDN

Sources: BBVA Research with the National Development Finance data —FDN —

Local banks have financed about the 50%
of the projects with financial closure

7 local banks, 8 international banks, and
2 debt funds have intervene. There have
been two bond issues

Financing in COP from foreign investors
is being searched by the FDN

23
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Efforts made to diversify funding sources

National Development Fund -
FDN- mobilizes resources and
manages FONDES*

Government
Lenders
(National and foreign
banks and debt Future
multilaterals) authorized
\A government
budget funds
Concessionaire — izl
equity aloneTrust fund
— equity Toll
Institutional collection
Investors: Private
capital funds and/ or debt User
debt funds

Fuente: BBVA Research. *Al FONDES ingresaron los recursos de la venta de Isagén
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The investment limit of pension funds in 4G has been increased

Conservative pension fund and programmed retirement: not allowed.

Moderate pension fund: up to 5% of the fund’s total value

Private capital

funds — FCP —

(allowed before
4G)

High risk pension fund: up to 7% of the fund’s total value

Long term severance Portafolio : up to 5% of the fund’s total value

Short term severance : not allowed

Decree 816, April 2014, allows for the investment of pension funds through
debt. Private capital funds “will be permitted to invest in a debt incurred on
Debt by a concessionaire that has been constituted to develop infrastructure
investment projects under the PPP scheme, (PPP) described in Law 1508, 2012, in a
(Decree 816, direct or indirect way through an autonomous patrimony, or under a
2014) universality. Likewise they will be able to issue credits and purchase debt
portfolios, as long as that in both cases these are destined to the financing
of the mentioned projects. “

Fuente: BBVA Research
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Conclusions

" Colombia is substantially behind in terms of infrastructure

" Progress is being made towards the right direction. 31 projects have been awarded, and the
financial closing of 8 projects has been completed, as well as the contractual closing of 23
projects. Nevertheless, some problems persist concerning communities and recent
reputation risks,

" For example, some projects have legal gaps when liquidating contracts in advance.

" Concessionaires are trying to divide their participation. The diligence to implement some
projects directly depends on the diligence to carry out these divisions.

" Financing from foreign investors is being searched for, To this avalil, financing in COP’s is
being made available.
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Legal Notice

This document, prepared by BBVA Research Department, is informative in nature and contains data, opinions or estimates as at the date of its publication. These derive
from the department’s own research or are based on sources believed to be reliable, and have not been independently verified by BBVA. BBVA therefore makes no
guarantee, express or implied, as to the document's accuracy, completeness or correctness.

Any estimates contained in this document have been made in accordance with generally accepted methods and are to be taken as such, i.e. as forecasts or projections.
The historical evolution of economic variables (positive or negative) is no guarantee that they will evolve in the same way in the future.

The contents of this document are subject to change without prior notice for reasons of, for example, economic context or market fluctuations. BBVA does not give any
undertaking to update any of the content or communicate such changes.

BBVA assumes no responsibility for any loss, direct or indirect, that may result from the use of this document or its contents.

Neither this document nor its contents constitute an offer, invitation or solicitation to acquire, divest or obtain any interest in assets or financial instruments, nor can they
form the basis of any contract, commitment or decision of any kind.

In particular as regards investment in financial assets that may be related to the economic variables referred to in this document, readers should note that in no case
should investment decisions be made based on the contents of this document; and that any persons or entities which may potentially offer them investment products are
legally obliged to provide all the information they need to take these decisions.

The contents of this document are protected by intellectual property law. It is expressly prohibited to reproduce, process, distribute, publicly disseminate, make available,
take extracts, reuse, forward or use the document in any way and by any means or process, except where it is legally permitted or expressly authorised by BBVA.

BBVA Colombia is a credit institution, overseen by the Superintendence of Finance.

BBVA Colombia promotes such documents for purely academic ends. It assumes no responsibility for the decisions that are taken on the basis of the information set forth
herein, nor may it be deemed to be a tax, legal or financial consultant. Neither shall it be liable for the quality or content thereof.

BBVA Colombia is holder of the copyright of all textual and graphic content of this document, which is protected by copyright law and other relevant Colombian and
international legislation. The use, circulation or copy thereof without the express prior authorisation of BBVA Colombia is prohibited.



