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The graphics used in this edition of Grupo
SURA's Annual Report are inspired by
the work of the Colombian artist Ricardo
Cardenas, called El Nido. This work of art
aptly symbolizes our focus on becoming a
constantly evolving Business Group. Each of
the companies that make up our Group play
a key role in our shared purpose of creating
well-being and sustainable development for

people, organizations and society at large.

The work of Cardenas is complemented with
a selection of 11 illustrations showing the
more representative species of birds that are
presentin all those countries in Latin America
where the Company is present. This sample
also has a pedagogical slant regarding the

importance of biodiversity in Latin America.
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Trust comes from the positive expec-

tations that our stakeholders have of
us, which in turn is based on how we
engage with them. Fulfilling these
expectations is a daily challenge.
This is why we, in Grupo SURA, are
fully aware that building trust is a
lengthy undertaking, since every day
we must renew our commitment to
our corporate principles of trans-
parency, respect, responsibility and
fairness while acting and making de-
cisions accordingly.

As part of this commitment we are
providing our Management Report
for 2017, which again poses the cha-
llenge of putting together in a single
document the most relevant aspects
of the work carried out by thousands
of employees throughout Latin Ame-
rica that make up our Organization.

102-46
In our Annual Report for 2017, you

shall find the most significant as-
pects relating to the performance of
both Grupo SURA and its core invest-
ments, along with a report on our
Ethics and Corporate Governance
System as well as our financial sta-
tements with their respective expla-
natory notes. We have also included
the key elements of our Organiza-
tion s ongoing strategy, as well as
various risk and materiality analyses
that were carried out when drawing
up the information herein reported.
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As in previous years, this document

was drawn up in accordance with the

Global Reporting Initiative’s (GRI)
Sustainability Reporting Guidelines.
This also demonstrates our commit-
ment to achieving the Sustainable
Development Goals (SDG).
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In this respect, Grupo SURA together
with our subsidiaries and operating
companies renewed our commitment
to the United Nations Global Compact
and continue to uphold other similar
standards so as to continue on the
path to greater sustainability, based
on incorporating best practices.

Both the financial and non-financial
information herein reported was ve-
rified by Ernst & Young, an indepen-
dent auditing firm, this in accordan-
ce with the International Standard

on Assurance Engagements (ISAE)

3000. To facilitate ready access to
our annual report, we would like to
remind you that this has been made
available in various printed and digi-
tal formats. This latest version can be
downloaded from the gruposura.com
website.

We therefore hope that all our stake-
holders, and especially our share-
holders and investors, shall find this
report useful for evaluating our per-
formance, gaining greater insight for
the decisions they make and maintai-
ning our current relationships, as we
continue to form stronger ties while
building greater trust.

DAVID BOJANINI GARCIA
Chief Executive Officer - Grupo SURA

INDICES, STANDARDS
AND RECOGNITION

These are some of the most relevant commitments that Grupo SURA and its
subsidiaries have engaged in, which were either renewed or in force during
2017, thus allowing the Companies” performance to be constantly aligned

with best practices:

MEMBER OF
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g “\% Support for the United
Nation s Global Compact

All financial information concerning Grupo SURA, as contained in this report, has been
published under International Financial Reporting Standards - IFRS. Figures are stated
in both Colombian pesos (COP) and U.S. dollars (USD) under the North American num-
bering system. The exchange rates used in this report are as follows:

INCOME ACCOUNTS

72,991.32

- AVERAGE EXCHANGE RATE FOR 2017

BALANCE SHEET
ACCOUNTS

+2,934.00

- CLOSING RATE FOR 2017

Both the accounting and financial information contained in this report, as well as the
non-financial information, has been audited by the firm Ernst & Young Audit S.A.S.
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MEMORY ENGRAVED IN A BEAK OF BONE

Its name comes from south of the
American continent. Tucana is the
language that gave it its name: the
Toucan. This bird hides a secret in
its bony beak, a testimony to its
origins and its hypnotizing beauty; a
beak that protects and provides its
inner strength, balancing its own
temperature, heat, and the levity
with which it takes flight. It is a bird
with a colorful body that camoufla-
ges a memory revealed in each
flutter of wings, a refuge from the
aroma of the humid forest. Its song
is a strange resonating tune; and
unlike other species of birds that
migrate, the Toucan never leave its
home preferring to be precisely

where memories are formed; and in

order to build its nest it searches

for hollow trees, since it instincti-

vely knows that a home is found and

not built.

TOUCAN

Scientific name: Ramphastos tucanus
Class: Birds

Family: Ramphastidae
Order: Piciformes

ORPORATE
INFORMATION

MATERIAL ASPECTS
e Business Development ¢ Comprehensive range of services
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Grupo de Inversiones Suramericana -

Grupo SURA is the parent company of
a financial conglomerate that offers its
services in a total of eleven countries in
Latin America, this for the overarching
purpose of creating greater well-be-
ing and sustainable development for
people, organizations and society at
large. This shared purpose is carried
out by the Group’s core investments
in the insurance, pensions, savings, in-
vestment and banking industries. The
Companies that make up the Conglo-
merate contribute to the aspiration of
becoming the leading Latin American
Group in the financial services sector,
based on our ability to evolve and pro-
vide superior added value to both sha-
reholders and society at large.

The subsidiaries and core invest-
ments that form part of Grupo SURA's
portfolio are: Suramericana, specia-
lizing in insurance and trends and
risks management, present in nine
countries throughout the region; and
SURA Asset Management, an expert
player in the Latin American pension,
savings, investment and asset mana-
gement industry present in a total of
six countries. Grupo SURA is also the
largest non-controlling shareholder
of Grupo Bancolombia, the leading
banking institution in both Colombia
and Central America.
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Grupo SURA's portfolio also includes
industrial investments, given its par-
ticipation in Grupo Nutresa (proces-

sed foods) and Grupo Argos (cement,

energy and concessions). The portfo-
lio is also complemented by a range of
companies offering substantial grow-
th potential and prospective syner-
gies for the purpose of leveraging the
Group 's core investments.

The Company has been listed on the
Colombian Stock Exchange (BVC)

102-12
since 1945 and is registered with the

ADR- Level 1 program in the United
States. It is also the only company
from the Latin American Diversi-
fied Financial Services sector to be
admitted to the Dow Jones World
Sustainability Index, which monitors
companies wich have become glo-
bal benchmarks thanks to the good
practices they have adopted from the
economic, environmental and social
standpoints.

The SURA Business Group first came
into being in 1944, when the Compa-
fifa Suramericana de Seguros Gene-
rales was founded, known today as
Seguros SURA, a subsidiary of Sura-
mericana S.A. Throughout its history,
it has created new companies and
acquired a growing number of stakes
in companies belonging to the finan-
cial, insurance and other industries,
thereby extending and consolidating
its investment portfolio. In 1997, its
insurance portfolio was spun off and
Grupo SURA was first formed. It is
now the holding company of the SURA
Business Group and Financial Con-
glomerate, with the long-standing Su-
ramericana becoming one of its core
investments.

The two major milestones reached
in terms of the Company’s recent
growth, were the acquisitions of the
ING Latin American assets in 2011,
as a result of which SURA Asset Ma-
nagement was formed as another
of the Group s subsidiaries, as well
as the more recent purchase of the
RSA companies, also in Latin Ameri-
ca, on the part of Suramericana, the
Group s insurance arm. With these
operations, Grupo SURA has conso-
lidated its regional expansion and
become one of the most important
players in the Latin American finan-
cial services industry.

PORTFOLIO
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INDUSTRIAL
INVESTMENTS

35.3%

83.6"

81.1%

46.3"

82.7%
hdbitat

MI TRANQUILIDAD

L JGRUPO ARGOS

CEMENT, ENERGY AND INFRASTRUCTURE

Cement, concrete, aggregates, electricity generation and

suras
—

‘Z//

ASSET MANAGEMENT

PENSIONS, SAVINGS, INVESTMENT
AND ASSET MANAGEMENT

Mandatory and voluntary pensions, investment
funds, annuities, life insurance, severance,
asset management and complementary lines
of business.

suras

INSURANCE, TREND AND
RISK MANAGEMENT

SURAMERICANA
INSURANCE, TREND AND RISK
MANAGEMENT

Property and casualty insurance, life insurance,

workers” compensation, mandatory and
complementary health care plans, health care

providers and complementary lines of business.

Grupo -

Bancolombia®™
UNIVERSAL BANKING

Commercial banking, consumer banking,
bancassurance, government banking, asset
management, cash management products,
investment banking, off-shore banking, private
banking and other complementary financial
services.

o
VENTURES | SUA =
CORPORATE VENTURES

Fintech (financial services), healthtech
[health), insurtech (insurance), venture
capital (risk capital] and SAAS (software
as a service).

distribution, real estate, highway and airport concessions

along with other supporting lines of business.

-\\()- Grupo
/J_(_\ nutresa

PROCESSED FOOD

Cold meats, cookies, chocolate, coffee, ice cream, pasta as well as other business
support and consumer food lines

The percentages shown correspond to the voting stakes held by Grupo SURA in each of the aforementioned companies at year-end 2017.
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GRUPO SURA’S SUBSIDIARIES \
'NLATIN AMERICA: =~ DOMINICAN REPUBLIC SU ra j

SURAMERICANA AND SURA SURAMERICANA

ASSET MANAGEMENT Revenues COP 142,257 / USD 48
Revenues and AUM are stated in millions
Reserves COP 150,013 /USD 50
g Clients 41,276
‘B MEexico

Employees 247

i
o)

SURA ASSET MANAGEMENT SURAMERICANA ,/g/ S
Revenues COP 872,398 / USD 296 COP 516,291/ USD 175 K
AUM/Reserves* COP 85,748,759 / USD 28,736 COP 554,916 / USD 186
Clients 7,113,066 152,183
Employees 3,092 402
“a PANAMA
REVENUES ASSETS SURAMERICANA
mem EL SALVADOR
Revenues COP 405,990 / USD 138
Year after year, Grupo SURA has CopP CopP SURA ASSET MANAGEMENT SURAMERICANA Reserves COP 446,716 / USD 150
conso[idatedl th rough Its sub- Revenues** COP 185,342/ USD 63 COP 296,105 / USD 100 Clients 216,194
n n
sidiaries and strategic invest- tr| |_|_|0 N tr| |_|_|0 n AUM/Reserves* COP 14,321,928 / USD 4,800 COP 343,865 / USD 115 Employees 356
o a Clients 1,599,272 804,516
ments, a comprehensive finan-
. . TR TR Employees 311 276
cial services platform present (USD 6,933 million) (USD 23,249 million)
in 11 countries throughout Latin
. NET INCOME [ ] > BRAZIL
America. These are some of the EQUITY COLOMBIA
T . L : SURAMERICANA
Organization’s main financial CoP P SURA ASSET MANAGEMENT  SURAMERICANA
figures at year-end 2017. ,‘ 2 é Revenues** COP 757,323 / USD 257 COP 9,529,871/ USD 3,229 :e"e"“es co: Z‘:-;“ / USE :7:
. . AUM/Reserves*  COP 93,796,534 /USD 31,433  COP 9,756,956 / USD 3,270 eserves ERileeS Fee LR
trillion trillion Clients 5,896,699 11,349,773 Clients L
Employees 1,840 13,277 EMBLoyeEs 230
(USD 426 million) (USD 7,986 million)
I rerU == URUGUAY
SURA ASSET MANAGEMENT \ SURA ASSET MANAGEMENT SURAMERICANA
Revenues COP 467,876 / USD 159 \ \ Revenues COP 94,911 / USD 32 COP 302,309 / USD 102
AUM COP 59,821,660 / USD 20,047 o \ AUM/Reserves* COP 9,050,097 / USD 3,033 COP 230,394 / USD 77
Clients 2,007,253 h‘// & .
Emol 670 / i \\\\\ Clients 328,340 215,734
INVIYE: nployees ’ Employees 168 109
D
an s CcoP
488 rmiltion 56,900 6071.8 0
' . ‘™ CHILE T
CLIENTS? EMPLOYEES? trillion === ARGENTINA
(USD 201,665 million) SURA ASSET MANAGEMENT SURAMERICANA e
Revenues COP 1,006,538 / USD 341 COP 1,201,994 / USD 407 FEvEmies COP 1,287,876 / USD 436
AUM/Reserves* COP 137,887,706 / USD COP 2,322,267 / USD 778 Reserves COP 988,861 / USD 331
46,209 Clients 1,044,893
Clients 1,840,579 1,892,979 Employees 775
'Figures taken from Grupo SURA s consolidated financial statements. Employees 2,468 611

2Figures corresponding to the Group ‘s core investments: Suramericana, SURA Asset Management and Bancolombia.
3Corresponding to the parent company’s net income and equity.

. . *Referring to AUM in the case of SURA Asset Management and to reserves in the case of Suramericana.
Total assets under management for all three companies.

** Corresponding to commission income on the part of AFP Proteccién and AFP Crecer and not to revenues
recorded via the equity method on the consolidated financial statements..

:h A Grupo SURA strengthens its footprint in Latin America
WY



sura=

ASSET MANAGEMENT

PENSIONS, SAVINGS, INVESTMENT
AND ASSET MANAGEMENT

PRESENT IN:

Chile, Colombia, El
Salvador, Mexico, Peru
and Uruguay

sura =

INSURANCE, TREND AND

RISK MANAGEMENT

SURAMERICANA

PRESENT IN:
Argentina, Brazil, Chile,
Colombia, El Salvador,
Mexico, Panama,
Dominican Republic and
Uruguay.

EBITDA
COP*I 5 WRITTEN
i PREMIUMS
trillion Lo 1 2 O
(USD 495 million*) -
A 15.7% trillion
(USD 4,073 million)
NET N 23.19,
INCOME"
615279
. 16,383 INCOME
million EMPLOYEES EMPLOYEES coP
(USD 208 million*) 505 ) 269
3 0.3% millones
(USD 171 million)
P 523,336
L CORPORATE o
coP 9 3 188 million 17074 616 176 million EQUITY
. CLIENTS crioare CLIENTS cop
trillion INDIVIDUALS 45
(USD 3,112 million*) trillion
/I\ 1180/0 NET OPERATING REVENUES [USD1'508 million]
20,340 2 1130,
26 EXTERNAL ADVISORS
AUM lion PERSONNEL
(USD 885 million) 1 ,699 RESERVES
COP 402 5 /]\ ,]O,lo/o INTERNAL COP 1 5 3
illi SHARE OF THE REGIONAL MANDATORY PENSION - :
tr||.|.|0n MARKET IN LATIN AMERICA tr||.|.|0n
(USD 134,876 million*) .
23.0% (#1) (USD 5,115 million)
N 19.69, A 13.79,

'Corresponding to the parent company’s net income and equity.
“Variations calculated using nominal exchange rates.

'Figures corresponding to the parent Company’s net income and equity.
Variations stated in Colombian pesos calculated using nominal exchange rates.
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GRUPO SURA

2017 was a challenging year for the
Latin American state and business
sectors, given the fact that trans-
parent management is by no way a
done deal simply because a Com-
pany has its own Codes of Good
Governance or has made public de-
clarations as to its ethical conduct.
This year proved that corruption
can affect all areas of the region’s
economy and that companies must
go beyond spouting their best inten-
tions and instead establish effecti-
ve mechanisms to combat illegality
and ensure institutional legitimacy,
which is a task for both the public
and private sectors.

102-16

Grupo SURA, aware of these cha-
llenges, has been structuring its
own Ethics and Corporate Gover-
nance System, where its corporate
principles of Transparency, Fairness,
Responsibility and Respect form the
basis for its sustainable business

ETHICS AND CORPORATE
GOVERNANCE

performance, while strictly res-
pecting both the law and the rights
of our stakeholders. Our ongoing
challenge is to ensure the utmost
consistency between our business
performance and our pledged com-
mitments, this as the basis for crea-
ting well-being and development.

In this respect, Grupo SURA pre-
sents the most significant aspects
of its performance in 2017, in terms
of its Corporate Governance, which
includes information regarding its
Board of Directors, Senior Manage-
ment and main shareholders toge-
ther with certain regulatory aspects
that impact the Company, such as
the new Financial Conglomerates
Act, among other issues.

The Chapter titled Corporate Gover-
nance Report contains more detai-

led information in this respect.

Aware of the current challenges, Grupo
SURA continued to strengthen its
Ethics and Corporate Governance
System in which its corporate
principles of Transparency, Equity,
Responsibility and Respect form

the basis for its sustainable business

performance.

FINANCIAL CONGLOMERATES ACT

On September 21, 2017, the Colom-
bian Congress passed the so-called
Financial Conglomerates Act (Law
1870 of 2017, which will enter full
force and effect as of September
2018, once it is regulated by the Co-
lombian Government.

This new law, introduced by the Co-
lombian Government as part of the
framework governing the country’s
admittance to the Organization for
Economic Cooperation and Develo-
pment (OECD], shall affect the way
Grupo SURA interacts with both of
its subsidiaries, Suramericana and
SURA Asset Management, as well as
with Bancolombia and Proteccién. It
shall also affect the degree of res-
ponsibility that Grupo SURA shall
have vis-a-vis these companies in its

role as a financial holding company.
OBJECTIVE AND SCOPE

The prime purpose of the Financial
Conglomerates Act is to provide the
Colombian Government and the Su-
perintendency of Finance with the
power to maintain a comprehensive
and thorough oversight of financial
conglomerates and their companies,

in aspects such as:

e Capital adequacy

e Financial risk management

e Applied corporate governance
standards

THE ADVENT OF THE NEW SURA FINAN-
CIAL CONGLOMERATE

This new law has given rise to Grupo
SURA's new Financial Conglomerate,
which is made up of the companies
Suramericana, SURA Asset Manage-
ment, Bancolombia and Proteccidn,
all of which provide financial services

both at home and abroad.

Grupo SURA has a legally established
time frame for preparing its structu-
re, processes and communication
channels with other companies be-
longing to the financial conglome-
rate, so as to be able to adequately
fulfill its responsibilities as a finan-
cial holding company. This shall be a
sizeable challenge for the Organiza-
tion, that shall involve strengthening
its strategy and corporate role with
regard to its core investments while

maintaining a long-term vision.

To ensure a successful transition
towards the new standards introdu-
ced by this new law, it is important
to take into account the following key

elements, among others:

e Sound, well-defined corporate
governance practices

e Duly established channels of
interaction with the companies
that make up the conglomerate

e Smooth and transparent rela-
tionships with regulatory autho-
rities

e Robust systemic risk manage-
ment methodologies.

Key aspects of

conglomerate

oversight:

» Capital
adequacy

» Financial risk
management

» Corporate
governance
standards

ANNUAL REPORT
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GRUPO SURA

BOARD OF DIRECTORS > [INFENE] (NFERZA PR

Grupo SURA's Board of Directors consists of seven (7)
principal members, four (4] of whom enjoy an indepen-

dent status, including the Chairman and Vice-Chairman.

These Directors were appointed for a two-year period by

the General Assembly of Shareholders at their Annual Or-

g

© il | —
| R,

© Liifasrre.

dinary Meeting held on March 31, 2016.
MEMBERS

© ¢ o o o o

LUIS FERNANDO ALARCON MANTILLA
Chairman - Independent Member
JAIME BERMUDEZ MERIZALDE
Vice-chairman - Independent Member
SERGIO MICHELSEN JARAMILLO
Independent Member

CARLOS ANTONIO ESPINOSA SOTO
Independent Member

JORGE MARIO VELASQUEZ JARAMILLO
Equity Member

CARLOS IGNACIO GALLEGO PALACIO
Equity Member

ALEJANDRO PIEDRAHITA BORRERO
Equity Member

BOARD COMMITTEES:

° Auditand Finance Committee

*  Appointment and Remuneration Committee

e Sustainability and Corporate Governance
Committee

*  Risk Management Committee

0

; )IJ. -
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HIGHLIGHTS
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* In 2017, the Corporate Governance Committee
was renamed the Sustainability and Corporate
Governance Committee, when it was assigned
additional responsibilities in sustainability
matters.

*  The Board of Directors met on 19 occasions
last year producing an overall attendance
rate of 98%. The fees paid to each member of
the Board, as authorized for 2017 by the Ge-
neral Assembly of Shareholders came to COP
6.9 million per month.

*  The Board of Directors received training in
topics concerning strategy, trends and risk
management, innovation and knowledge of
the Group “s different lines of business.

e The members of the Board have extensive
professional experience, as well as the skills
and knowledge required to play a strategic
role in responding to Grupo SURA's needs as
well as the demands of today ‘s business en-

vironment.

The chapter titled “Corporate Governance Report”
contains more detailed information regarding the
Board 's performance and the Group s Corporate

Governance function.

SENIOR MANAGEMENT> (I

JUAN LUIS MUNERA GOMEZ DAVID BOJANINI GARCIA RICARDO JARAMILLO MEJIA  TATYANA OROZCO DE LA CRUZ

Chief Legal Chief Executive Officer Chief Corporate Chief Corporate
Corporate Affairs Officer Finance Officer Affairs Officer
(since August 2017) (since May 2017)

NEW CORPORATE DEPARTMENT

In June 2017, Grupo SURA’s Board of Directors
authorized the creation of a new Department for Legal
Corporate Affairs to be in charge of steering the Group
with regard to legal and regulatory aspects, as well as
ensuring an optimal corporate governance performance.
The parent’s Company Secretary shall henceforth report

to this new department.

NUAL REPORT

AN



2

o
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GRUPO SURA’'S SHAREHOLDERS»
102-5

ORDINARY

PREFERRED

27.10%

GRUPO ARGOS

25.83"

SEVERANCE AND PENSION
FUNDS

21.51%

INTERNATIONAL
FUNDS

10.20"

GRUPO NUTRESA

5.21%

INSTITUTIONAL
INVESTORS

3.98%

INDIVIDUAL
INVESTORS

3.26"

LOCAL FUNDS

2.90%

FOUNDATIONS

0,
SHAREHOLDERS CHARES SHARES TOTAL SHARES % STAKE
Grupo Argos 157,742,130 - 157,742,130 27.10%
International funds 97,766,471 27,430,974 125,197,445 21.51%
Severance and 87,083,418 63,249,245 150,332,643z 25.83%
pension funds
Grupo Nutresa 59,387,803 . 59,387,803 10.20%
Institutional 21,381,738 891782 30,299,562 5.21%
Investors
Foundations 16,123,899 782,290 16,906,189 2.90%
Individual 15,911,198 7,231,150 23,142,348 3.98%
Investors
Local funds 13,640,603 5,328,805 18,969,408 3.26%
TOTAL 469,037,260 112,940,288 581,977,548 100.00%

600

500

400

300

200

100

INTERNATIONAL FUNDS »

Evolution of participation in the Company

147
49
2009 2010 2011 2012 2013 2014 2015 2016 2017
T 3.8% V19% @ 136% | D123% D 143% | D174% | 2 205% | ©218% | N 21.5%

e (ORDINARY SHARES

e PREFERRED SHARES

international funds hold a 21.5%
stake in Grupo SURA

ANNUAL REPORT
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GRUPO SURA

OTHER CORPORATE GOVERNANCE HIGHLIGHTS »

ETHICS HELPLINE

Grupo SURA’s Ethics Help Line
is a confidential and secure
channel that has been made
available to all our stakeholders
so that they may report any si-
tuation that goes against our
Company’s ethical conduct and
corporate principles that all our
employees must abide by.

205-3
No cases of corruption were re-
ported in 2017, neither were any
complaints of possible ethical
violations made via the Com-
pany’s Ethics Help Line or re-
ceived by its Ethics Committee.

lineaeticafdgruposura.com.co

The following are certain highlights of Grupo SURA's performance from the Ethics
and Corporate Governance standpoint in 2017:

e The Company completed the Best Corporate Practices Survey - known in Colombia
as the Country Code - corresponding to 2016. This covered the implementation of 145
out of a total of 148 recommendations issued by the Colombian Superintendency of
Finance. This report has been made available on the gruposura.com website.

e We also played an active role as a member of the Colombian Stock Exchange’s Is-
suers Committee and have taken part in different discussion panels on Equities and
Corporate Governance organized by this Committee.

. Once again, the Company received the Investor Relations Recognition (IR Recognition)
award from the Colombian Stock Exchange, for its sound strategy with regard to the
voluntary implementation of practices that facilitate a direct and close interaction be-
tween Grupo SURA's Senior Management and its shareholders, investors and other
stakeholders.

e Grupo SURA received two international awards in recognition of its robust Ethics and
Corporate Governance System:

The British publication Ethical Boardroom presented Grupo SURA with its “Best Cor-
porate Governance” award in the Latin American Holdings category in July 2017,
highlighting the Company’s efforts to raise Corporate Governance standards and
protect its long term value promise for both its shareholders and other stakeholder
groups.

In November Grupo SURA obtained the “Leading Company” award in the Corporate
Governance category from Alas20, which ranks all those leading companies from the
environmental, social and corporate governance (ESG) standpoint

e The Company continued with its efforts to optimize its Ethics and Corporate Gover-
nance System based on international best practices and standards, including those
suggested by the Dow Jones Sustainability Index (DJSI). Likewise, we defined all tho-
se practices and standards which are more in keeping with our corporate governance
model, our business philosophy and our corporate principles, this in order to incor-
porate these within said system.

e GrupoSURAandits subsidiaries, Suramericana and SURA Asset Management, struc-
tured a dissemination and training program for its Ethics and Corporate Governance
function. This program caters to all employees of the SURA Business Group and fo-
cuses on communicating the main guidelines contained in our standards, through the
role play of various ethical dilemmas so as to invite thought provoking contributions
and encourage a responsible business culture.

e We continued with the SURA Business Group’s Corporate Governance Roundtable so
as to promote greater interaction between the Companies in terms of: good corporate
governance practices, the implementation of new standards and providing guideli-
nes to Companies belonging to the Business Group, employee training with regard to
Ethics and Corporate Governance, among other matters. This roundtable first came
into being as a result of implementing the Colombian Country Code and met on 12

occasions in 2017.

STRATEGY

Driving new
opportunities
In responding
to today "s rapid
pace of change
so as to remain
relevant over
time.

In addition to fostering a greater de-
gree of articulation among its com-
panies, the international expansion
that the Group has undergone over
recent years, has made it one of the
more important players in the Latin
American financial services industry,
this based on its value promise and
the trust earned from its different

stakeholder groups.

In 2017, Grupo SURA reviewed its
strategic planning, for the purpose
of consolidating the different busi-
nesses that make up its portfolio as
well as making them more profita-
ble. This also included driving new
opportunities in order to respond
to the speed at which the world is
changing so as to remain relevant

over time.

As part of this review, Grupo SURA
and its core investments participa-
ted in several events, where they
were able to confirm the importance
of belonging to a Group that actively
encourages their growth in the finan-
ce industry, where the barriers be-
tween different businesses are slowly
coming down and trust is built on a
sound performance and the ability of
organizations to anticipate and evolve

with change, among other aspects.

This review allowed us to align our
shared purposes, reinforce the con-

102-14
solidation of the companies belon-

ging to our portfolio, detect opportu-
nities and risks beyond our current
business environments and encoura-
ge the transformation of our business
going forward. Likewise, we identified
the capabilities that we must work
on in order to face the challenges of
a more competitive environment and

ensure our ongoing sustainability.

In order to understand how com-
panies evolve and the main risks to
which they are exposed, we carried
out an examination of the fundamen-
tal elements of each business and
how the environment, current trends
and people 's behavioral patterns de-
termine the way in which companies
perform and evolve. In this way, we
were able to detect opportunities for
gaining greater competitiveness and
sustainability in a world that is evol-

ving at an unprecedented pace.

Also, with the support of Singularity
University -a community that ins-
pires and empowers leaders to un-
derstand the enormous challenges
facing humanity- we were able to
draw up an overview of how we en-
vision the future, identifying the buil-
ding blocks of our long-term vision,
thus allowing us to align and focus
our efforts on evolving in prospective
scenarios, in addition to assessing
the risks and opportunities appea-
ring on the horizon.
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STRATEGIC DEFINITIONS

In addition to our shared purpose and aspiration, we were able to determine the six pillars that form the

basis of our strategy. These, in turn, represent Grupo SURA's focus and strengths in assisting its core

investments in providing greater added value.

Aspiration

To become a leading Latin American
Group in the financial services sector,
due to its ability to evolve and generate
superior value to shareholders and
society at large.
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Enabling elements

Corporate governance: a set of principles, rules and
practices for a proper business management.

Risk management: responding to the dynamic
changes of today’s environment and supported by
our business practices.

Internal auditing: a strategic partner that provides
value-added opinions and recommendations so as
to help our companies to achieve their goals.
Regulatory trend management: including the im-
plementation of new regulations such as the Finan-
cial Conglomerates Act.

Responsible management practices: driving our
strategy and the way we do things in order to create
greater well-being and development.

Purpose:
Creating well-being

and sustainable

development for people,

organizations
and society.

Challenges:

°  Adequate returns for investors.

°  Creating added economic value.

°  Contribution to society.
°  Building stakeholder trust.

FINANCIAL MANAGEMENT

Coordinating the Group s financial resource cycle by

means of:

°  Effectively aligning the obtention of the requi-
red funds with maintaining an adequate capital
structure.

°  Allocating capital based on the established crite-

ria and in accordance with the Business Group’s

strategy.

Pro-actively handling our investments while mo-

nitoring and measuring these so as to ensure our

ability to provide added value.

HUMAN TALENT AND CULTURE

Human talent is a differentiating element in being able
to develop our organizational capabilities that form the
bedrock for transforming Grupo SURA and thus fur-
thering its competitiveness and sustainability.

Culture is a set of characteristics that ensure consis-
tency with regard to the Organization’s philosophy,
principles, leadership and management style. It is the
way we do things on a day to day basis.

In order to guarantee our ongoing business sustaina-
bility, our companies work together so as to develop
stronger leaders and reinforce the Group’s awareness
and culture by promoting exchanges to further diver-
sity, develop projects and joint initiatives and drive our
human talent as an important factor that sets our stra-
tegy apart.

REPUTATION AND TRUST

This is the result of fulfilling our value promise, by in-
corporating good practices, which in turn are based
on our ethical principles and being able to forge long-
term relationships with our stakeholders.

With regard to this particular pillar, Grupo SURA is
spearheading a greater degree of articulation with its
subsidiaries, so as to strengthen its culture and care
for its reputation, this based on a common positioning
purpose and a management model ensuring that em-
ployees remain committed to these shared purposes.
This is also aimed at providing optimal brand develop-
ment while driving the SURA brand promise in support

of our different lines of business

INTERNAL AND EXTERNAL PARTNERSHIPS

Internal and external alliances, synergies and articula-
tions that make us more competitive and efficient with
regard to our shared purpose of creating greater well-be-
ing and sustainable development.

For this purpose, Grupo SURA supports the transforma-
tion of its strategic investments, encouraging internal
and external partnerships to strengthen these while hel-
ping them to prepare for the new challenges posed by an
increasingly competitive environment.

INNOVATION AND ENTREPRENEURSHIP

Innovation is the quality of transforming and creating
new businesses and processes capable of creating ad-
ded value, which in turn is supported by an organizatio-
nal culture that encourages and enables the permanent
development of skills and abilities, such as creativity and
experimentation.

On the other hand, entrepreneurship is understood to
mean creating new companies and making new invest-
ments with the aim of ensuring the ongoing sustainability
of Grupo SURA's investment portfolio.

The aim of this pillar is also to build up an investment
portfolio that responds to the challenges of the digital era
while encouraging the creation of new businesses and the

transformation of existing ones using innovative models.

KNOWLEDGE

This is defined as the holistic understanding of our in-
dustry, through a systematic analysis and overview of
our environment and emerging trends, as well as the
articulation of organizational information and learnings,
so as to be able to improve our decision-making, anti-
cipate changes and trends, continue with our ongoing
sustainability and keep us relevant over time, and in so

doing help us fulfill our strategic aspirations.
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ERIALITY ANALYSIS

02-211102-4

So as to encourage a greater degree
of involvement on the part of diffe-
rent stakeholder groups in its deci-
sion-making process, Grupo SURA
maintains a constructive and conti-
nuous dialogue with these in order
to ascertain their expectations and
forge stronger ties in building greater
trust. With this in mind, a materiality
analysis is periodically performed so
as to identify and prioritize the most
important social, environmental and
economic issues for the Company

and its stakeholders.

In 2017, Grupo SURA and its subsi-
diaries carried out the internal re-
view, validation and prioritization of
the material issues affecting of the
Business Group. This included the
risks and trends affecting the finan-
cial sector for which we consulted
leading companies in conjunction
with a variety of stakeholder groups
and reviewed the implementation
of international standards and fra-
meworks. All this was carried out so
as to maintain the Company's stra-
tegic planning in sync with the latest
trends and patterns.

STAKEHOLDERS CONSULTED

LARGE-SCALE

1 Shareholders and investors
1 Clients

1 Suppliers

1 Employees

SPECIFIC

Board of Directors

Trade unions and associations
The State

Academic institutions

The Media

Opinion leaders

—a —a _—a& _a _a _a

PRIORITIZED MATTERS

DRAWING UP THE MATERIALITY ANALYSIS

IDENTIFICATION

EXTERNAL BENCHMARKING: standards,
frameworks and companies.
INTERNAL BENCHMARKING: input analysis

CONNECTING THE RESULTS

7

PRELIMINARY MATERIALITY \

List of preliminary topics that were raised
as part of stakeholder consultations.

0
Y

OF STAKEHOLDER CONSULTATIONS
WITH THE COMPANY'S STRATEGIC

RISK MAP

Aligning material issues and stakeholder
perception with the strategic risks to which
the Company is exposed.

STAKEHOLDER CONSULTATIONS
AND INFORMATION ANALYSIS

PERCEPTION SURVEY: with large-scale stakeholder
groups.
IN-DEPTH INTERVIEWS: with specific shareholders.

FINAL

2

INTERNAL VALIDATION

Reviewing the results/input and final
prioritization of the different material
issues with Senior Management.

MATERIALITY
RESULTS

6

RELEVANT ISSUES

RESULTS OF THE MATERIALITY ANALYSIS - 2017 mzm

© CORPORATE GOVERNANCE
Implement corporate governan-
ce policies and processes, as
well as international standards
for the purpose of becoming a
leading player in good corporate
governance practices.

@ REGULATIONS
Handling and anticipating new
legislation and regulations in
all those countries where we
are present and analyzing and
understanding the risks and
opportunities that arise. Playing
a responsible and proactive role
in public policy-making.

© INNOVATION
Deploying strategies and initia-
tives to create added value and
remain relevant in today’s busi-
ness environment while providing
new responses to challenges and
opportunities as they arise.

O BUSINESS DEVELOPMENT
Growing both organically and
inorganically, by developing new
businesses (new channels, so-
lutions, segments) and identif-
ying key trends for greater mar-
ket penetration.

@ OCCUPATIONAL HEALTH AND
SAFETY

Comprehensively handling the
physical and mental health
and safety of our human ta-
lent, with a clear focus on the
well-being and quality of life
of those who form part of the
SURA Business Group.

© SUPPLY CHAIN

Implementing policies and /
or procedures for evaluating,
developing and monitoring su-
ppliers and service providers,
by implementing a participa-
tory framework to ensure that
best practices are applied.

© HUMAN RIGHTS
Respecting and promoting
human rights.

EMERGING ISSUES

(5]

(8]

STRATEGIC CAPITAL ALLOCATION
Allocating capital in a manner con-
sistent with our business strategy,
with a view to long-term growth.

CAPITAL STRUCTURING
Coordinating and liaisoning with
our companies to maintain an
adequate capital structure thus
guaranteeing shareholder divi-
dends, productivity and competiti-
veness in terms of quality, profita-
bility and long-term growth.

LONG-TERM CLIENT RELATIONSHIP
Creating added value for our clients
by providing them with our trend and
risk management services thus en-
suring their welfare, care, peace of
mind, competitiveness and sustaina-
bility.

COMPREHENSIVE RANGE OF SERVICES
Developing the capacity to offer a
comprehensive portfolio of services
in all those countries where we are
present, by means of extending our
entire portfolio to all those com-
panies belonging to our Business
Group in different parts of Latin
America.

PROTECTING CLIENTS AND USERS
Ensuring the safekeeping of our
investments, protecting sensitive
information  and  guaranteeing
information security through a
culture based on prevention and
protection.

SOCIAL INVESTMENT

Participating in local and inter-
national initiatives by investing in
social development projects, our
corporate volunteer work; encou-
raging inter-institutional alliances
and strategies that promote heal-
thy and productive communities
and ensuring a greater degree of
inclusion and financial education in
all those countries where the SURA
Business Group operates.

(9]

(3]

ATTRACTING, DEVELOPING AND
RETAINING HUMAN TALENT

Implementing strategies to attract
the most reliable professional staff
on the Latin American job market.
Providing comprehensive professio-
nal training and staff retention pro-
grams.

CORPORATE CULTURE

Encouraging an organizational cul-
ture based on respect, responsibility,
fairness and transparency when en-
gaging with our stakeholders.

REPUTATION, BRAND AND
STAKEHOLDER ENGAGEMENT

Acting proactively to strengthen and
protect SURA's reputation in Latin
America, through a strategy that
includes stakeholder engagement,
branding, a coherent corporate dis-
course, institutional projection and
sustainable business development.

ESG INVESTMENT APPROACH
Ensuring that our investment analy-
sis and business models include
environmental, social and corpo-
rate governance (ESG) parameters
and criteria for decision making
purposes.

HANDING OUR ENVIRONMENTAL
IMPACT

Ensuring that environmental risks
and opportunities are responsibly
managed for  the optimal
development of our different lines of
business.

Grupo SURA faces the challenge of introducing an official procedure for measuring and managing these material issues. This
involves defining different metrics to show the extent to which the Company handles these matters and in so doing fulfills the
expectations of its stakeholders. As part of the strategic planning for 2018, certain strategic projects shall be mapped out and
various indicators shall be defined for each material aspect, both on a corporate and subsidiary level.
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A FABLE FOR THE CIGUA PALMERA

The palm fronds rock the little
Cigua to and fro with every lulling
gust of wind, and the sticky air of
the sea reminds her that it is here
where she prefers to live with her
nearest and dearest. In fact, the
Cigua has built rooms for everyone,
from the old uncle who has moved
in with his wife and kids, the
cousins who have left their island
to come and spend some time with
her and even the old grandmother
who came and never left. There is
enough room for every member of
her numerous family as well as for
partying and singing with tremen-
dous joy. Supper is none other than
the fruit of the dove and how they
enjoy this soft morsel before going

on to partake of a banquet of
worms, small insects and maggots.
What an abundance! How lucky we
are!The Cigua is always busy at
work with its beak and legs and this

has given it a country, a name and a
dwelling.

CIGUA PALMERA

Scientific name: Dulus dominicus

Class: Birds
Family: Dulidae
Order: Paseriformes

MANAGEMEN
REPORT




are three words that aply
describe our group-wide
experience in 2017.

48.8 million

CLIENTS

26,700

EMPLOYEES

So as to be able to continue creating
added value for our shareholders and
other stakeholders, this year we con-
centrated our efforts on honing our
strategic planning, with a clearly-de-
fined focus on profitability, innovation
and adaptation to new requirements
and challenges in today s ever-chan-
ging business environment.

After a decade of expanding on an in-
ternational scale, strengthening our
financial position and diversifying our
sources of income, that now span a
total of 11 countries, 2017 was a year
in which we focused on consolidating
our inorganic growth, furthering the
strategic management of our por-
tfolio for optimal performance and
greater profitability, as well as dri-
ving the scale of our Business Group

throughout Latin America”.

Despite an economic slowdown affec-
ting the entire region, both Surameri-
cana, the Group’s specialized insu-
rance and trend/risk management
firm, and SURA Asset Management,
its pensions, savings and investment
management subsidiary performed
well. Similarly, Bancolombia, Grupo
SURA’s strategic universal banking
investment also obtained a good level
of performance This resulted in an
increase of 48.8 million in the client
base of all three companies, which in
turn were attended by 56,900 emplo-
yees. Consolidated revenues for Gru-
po SURA rose by 12%, producing COP
1.26 billion (USD 426 million) in net
income and COP 601.8 billion (USD
201,665 million) in assets under ma-
nagement on the part of our strategic
investments, as shown further on in

this report.

As a Financial Conglomerate, a term
adopted as a result of new oversight
rules and regulations being passed in
Colombia, we embarked on a review
last year of our strategic planning, an
initiative we call "Evolution”. This new
endeavor is consistent with the cu-
rrent need to address new trends and
requirements, enhance the profitabi-
lity and sustainability of our invest-
ments, come up with better solutions
for our current and potential clients,
and be able to spot opportunities and
risks beyond our current business

environment.

A SHARED DIRECTION

After a great deal of fruitful, in-depth
conversations to bring our strategic
planning up to speed as to the direc-
tion we are pursuing, we were able
to construct a higher purpose for all
companies belonging to the SURA
Financial Conglomerate: namely
“creating well-being and sustainable
development for people, organiza-
tions and society”, while aspiring to
become “the leading Latin American
Group in the financial services sector,
based on our ability to transform and
generate superior value to sharehol-

ders and society alike” .

These definitions shall ensure that we
become increasingly more useful for
the overall development of all those
countries where we are present while
steering us towards providing greater
added value for all our stakeholders.
Consequently, the greatest challen-
ges to our new Evolution 2030 initiati-
ve are addressed by the following six
strategic pillars that shall determine
the prioritization of plans and pro-
jects over the coming years: human
talent and organizational culture, as

factors driving our competitiveness
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ISSUE OF BONDS
WORTH

- 000,000

million

(USD 184 million)

and differentiating our performance;
innovation and entrepreneurship,
that contribute to the sustainability of
our portfolio; internal and external
alliances, since they enhance our
capabilities and make us more effi-
cient; knowledge, which is so neces-
sary for analyzing emerging trends
in our business environment, plan-
ning ahead and remaining relevant
over time; reputation and trust, with
which to strengthen our relations-
hips as a consequence of delivering
on our promise of value and adopting
the best corporate governance stan-
dards; and finally the optimal mana-
gement of our financial resources in
order to further the sound financial
position that has always characteri-
zed us as a Company and a Group

This roadmap drills down on and
complements aspects that have for-
med the core of Grupo SURA's stra-
tegic planning over recent years as
well as our ability to create both ad-
ded value and trust. Given the level of
maturity we have reached as a regio-
nal player, we are convinced that our
central purpose of creating wellbeing
and sustainable development shall
guide the way we manage our port-
folio in the face of the challenges to
be addressed in the financial services

sector.

SEEKING GREATER PROFITABILITY
Under these conditions, our updated
strategy is concentrated on enhan-
cing the profitability of the operations
acquired over recent years as well as
those previously existing, through a
greater focus on portfolio optimiza-
tion, combining our capabilities and
efficiencies based on technology and

innovation, as well as driving the or-

ganic growth of our different lines of
business. Therefore, we continue to
be actively involved in our investments
by constantly monitoring and gauging
our performance so as to ensure a
continued level of value creation on
the part of all those Companies be-

longing to our Conglomerate.

Our goal is to achieve an adequate
capital structure, going beyond the
indicators commonly used by the
credit rating agencies for this purpo-
se, which is why we have been able
to maintain an international invest-
ment grade. For this reason we have
taken various measures such as
divesting certain non-strategic and
real estate portfolio investments,
totaling COP 74,045 million (USD
25.1 million) in 2017, in addition to
the debt reduction plan to improve
our overall leverage. Likewise, debt
maturities in 2017 and 2018 were
refinanced in the amount of COP
708,000 million (USD 237 million) so
as to make our cash position more

flexible over the next two years.

On the other hand, an issue of bonds
was placed on the local market for
COP 550,000 million (USD 184 mi-
llion) to finance part of the purcha-
se of the minority stake held by the
International Finance Corporation
(IFC), the World Bank's private in-
vestment firm, as well as IFC ALAC
Fund in SURA Asset Management.
This transaction, completed in April
2017, amounted to USD 382.5 million
and extended Grupo SURA's stake in
this subsidiary to 83.6%.

Our business profitability also entails
optimizing our investment portfolio.

Here, it is worth noting that on Oc-

tober 31 SURA Asset Management
finalized the sale of its majority stake
in its life annuity operation, Seguros
SURA Peru, for a total of USD 276.3
million. In this way, we are focusing
on furthering the growth of our pen-
sion fund management business and
driving both our savings and invest-
ment business for private individuals
as well as our asset management

offering for the institutional segment.

Suramericana, for its part, acquired
the life insurance company of SURA
Asset Management in Mexico; this
transaction worth USD 20.6 million
was completed in November 2017
and remains subject to regulatory
approval. Inthisway, each of our sub-
sidiaries shall be able to capitalize on
the greatest potential for growth that

their own areas of specialty offer.

PLACING OUR FAITH IN THE
FUTURE

Our outlook over the long-term de-
pends on innovation and entrepre-
neurship which forms one of our
strategic pillars. We have designed
a well-articulated Innovation System
that propels us as a holding company
to invest, create and consolidate new
companies based on disruptive mo-
dels, that currently show great grow-
th potential and constitute a perfect
fit with our current strategy. This is
a path we have chosen to tread in
asserting the enterprising spirit we
have as a group and to build up a por-
tfolio that adequately addresses the
emerging risks and trends in all tho-
se industries to which we belong, and
hence helps us to improve the lives of

our clients.

In 2017, we furthered our corporate
venturing program called SURA Ven-
tures which was developed in con-
junction with the firm, Veronorte. We
already hold investments worth USD
22.1 million (COP 65,224 million] in a
venture capital fund as well as ano-
ther eight new high-tech ventures in
the financial services and insurance

sectors.

Five of these investments were com-
pleted in 2017, namely MoneyLion,
which offers a platform for clients to
optimize their financial management
capabilities, through which products
specially tailored to their needs are
recommended; Clover, a US health
insurance company for the over 65s,
which uses analytical predictions for
optimizing operating costs; Driver,
which created a groundbreaking pla-
tform for accessing and developing
cancer treatments; Pager, which
produces technological solutions for
managing health care services both
digitally and remotely; and Trov, that
reads patterns of behavior and pro-
vides, in a simple, straightforward
manner, a range of insurance poli-
cies catering to the current demand

or those required in the moment.

Our investments in solutions, that
are still at a development or growth
stage, were mainly detected by an
Entrepreneurship Ecosystem in Si-
licon Valley in the US, and now join
various others which were given the
go-ahead back in 2016: Acsendo, a
Colombian technological solution for
handling human talent at a corporate
level; Bold-Capital Partners, a ventu-
re capital fund focused on disruptive
companies; Alkanza, which makes
use of a robo-advisory software to

structure and manage financial port-

We have
designed

a well-
articulated
Innovation
System that
propels us

as a holding
company to
Invest, create
and consolidate
new companies
based on
disruptive
models, that
currently show
great growth
potential.
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folios; and LendingHome, which ser-
ves the US mortgage market with a
solution that fast tracks credit appro-
vals while ensuring optimal portfolio

quality.

Several of the aforementioned in-
vestments, in conjunction with our
financial service companies, have be-
gun to explore possible alliances that
could drive business development in
our own fields and, in this way, en-
hance our sustainability and compe-

titiveness.

By leveraging the adoption of new
technologies and business models,
we are furthering our commitment
to the future of our Group. It is also
another way of addressing the verti-
ginous changes of the digital age and
the so-called Fourth Industrial Revo-
lution. In fact, Grupo SURA is already
a Latin American benchmark for the
innovation ecosystem as applicable in

corporate venturing segment.

NEW FINANCIAL CONGLOMERATE
ACT

Besides redirecting our strategic
planning, focusing on the profitability
of our investment portfolio and our
latest initiatives in terms of innova-
tion, it is also worth mentioning when
it comes to our performance last
year, the application of a new regu-
latory framework for the oversight of
financial conglomerates, which came
into being as a result of Law 1870,
passed on September 21, 2017, and
is currently in the process of being
regulated.

These new rules and regulations
shall require us to: (i) continue stren-
gthening our Corporate Governance

System as a Financial Conglome-

rate, of which Grupo SURA is the
parent company; (i) review our risk
management and capital adequacy
models; (iii) move ahead with simpli-
fying our corporate structure; and (iv)
strengthen the internal control and
information reporting systems of the
Companies that make up the Group,
among other aspects, this in accor-
dance with the guidelines to be is-
sued by the Financial Regulation Unit
(URF in Spanish] and the Colombian
Superintendency of Finance, both at-
tached to the Colombian Ministry of
Finance

With this aim in mind, we are working
on an action plan facilitating a more
proactive dialogue with the Colom-
bian Government now that this new
legislation is being regulated while
preparing our companies for the new

obligations this shall represent.

Complying with new regulations,
implementing the new strategy and
better addressing the demands of
today’s business environment, are
all opportunities for us to further the
collaborative efforts on the part of all
those companies that make up the
SURA Financial Conglomerate. This
shall allow for greater coordination
in handling and forming alliances be-
tween our different lines of busines-
ses so as to extend our value offering

and accentuate our shared identity.

BUSINESS ENVIRONMENT, MAR-
KETS AND STOCKS

With regard to the global macro-
economic situation in 2017, we saw
an improved growth with the global
gross domestic product (GDP). The
International Monetary Fund (IMF)
estimates that global GDP shall end

Commitments
relating to the
Colombian
Financial
Conglomerates
Act

»

»

»

»

Continue
strengthening
our Corporate
Governance
System as

a Financial
Conglomerate
Review our
capital adequacy
and risk
management
models
Continue
moving ahead
with simplifying
our corporate
structure:
Work towards
more robust
Internal control
systems.
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Our international funds
now hold a 21.5%
share in Grupo SURA.

up at 3.7% FY 2017, that is to say, half
a percentage point higher than that
recorded for 2016, thanks to the ex-
tent of the recovery shown by both
developed and emerging economies.
Based on this, the projected GDP
growth for 2018 has been raised from
3.7% to 3.9%, this as a result of the
changes in the US tax policy as well
as a gradual increase in interest ra-
tes on the part of the FED.

In the case of Latin America, the ove-
rall macroeconomic situation recor-
ded an improvement year-on-year,
thanks to a recovery in investment
and foreign trade as well as higher
commodity prices. Furthermore,
as for the countries where SURA is
present, Brazil and Argentina were
able to emerge from recession, whi-
le Mexico showed signs of recovery.
Consequently, the IMF is forecasting
a regional GDP growth of 1.3%, after
a decline of 0.7% in 2016, and is pro-
jecting a further recovery in 2018 with
a projected GDP growth of 1.9%.

With regard to our performance on
the capital market, our shares con-
tinued to steadily climb with our or-
dinary stock (GRUPOSURA] ending
2017 at COP 40,300 (USD 13.5), up
5.5% compared to year-end 2016;
while our preferred stock (PFGRUP-
SURA) reached COP 39,000 (USD
13.1), at year-end, for a year-on-
year increase of 5.4%. On the other
hand, the COLCAP, Colombia s main
stock index recorded a year-on-year
increase of 12%. Average daily tra-
des for 2017 in the case of our own
shares came to approximately COP
13,000 million, as we continue to be
one of the top traded shares on the

local market.

Consequently, Grupo SURA's market
cap reached COP 23.3 trillion (USD
7.8 trillion), compared to COP 21.85
billion (USD 7,23 billion) in 2016, ac-
counting for 6.4% of the Colombian
stock market's total market cap.
Upon adding all those listed compa-
nies that form part of our investment
portfolio, including our strategic and
industrial investments as well as cer-
tain subsidiaries (Grupo SURA, Grupo
Nutresa, Bancolombia, Grupo Argos,
Odinsa, Proteccion, Celsia, Cemen-
tos Argos and Epsal, these account
for 29.2 % of the local market capi-
talization along with a 56% weighting
of the COLCAP stock index at the end
of 2017.

The Company ended the year with
14,451 shareholders, 3,476 of whom
hold both ordinary as well as pre-
ferred shares, that is, 2,004 more
than in 20716. This increase was due
to the fact that 86% of our sharehol-
ders decided to receive their dividend
payments in the form of preferred
shares in 2017 and obtained gains of
6.7%, upon selling on the same pay-
ment date, or 9% at year-end 2017.
The fact that we continue to have 875
international funds as shareholders
-22 more than in 2016-, is another
vote of confidence, which means that
foreign holders of both Grupo SURA's
ordinary and preferred shares now
reaches 21.5% of the total sharehol-

der base.

In this sense, a relevant benchmark
for investor decision-making is the
fact that Grupo SURA was included
for the seventh year running in the
Dow Jones Sustainability World In-
dex (DJSI). Moreover, it remains the
only Latin American company in the

diverse financial services and capital

ANNUAL REPORT 2017

w
(1]



GRUPO SURA

Grupo SURA Is
one of the 24
Latin American
entities that
form part of the
478 companies
listed on the
latest edition of
RobecoSAM’s
Sustainability
Yearbook.

markets sector, obtaining a score of
79 out of 100 in terms of the practices
thus evaluated.

The Company joined a total of 24
other companies throughout the re-
gion that are among the 478 inclu-
ded in the latest edition of the Sus-
tainability Yearbook, as published
in January 2018 by the consultancy
firm, RobecoSAM, after evaluating
the performance of 2,479 organiza-
tions. This has indeed strengthened
our ties with international investors,
in addition to being able to constant-
ly gauge our performance against
the highest environmental, social
and governance standards. This also
has reaffirmed our organizational
practices ensuring that we are able
to stand the test of time and con-
tinue creating added value for our

stakeholders.

It should be noted that all those Mul-
tilatinas in which Grupo SURA owns
stakes have continued to be listed in
the DJSI as well in the Sustainability
Yearbook with regard to their res-
pective sectors, namely Bancolom-
bia (banking), Grupo Nutresa (food
processing) and Grupo Argos and its
subsidiary Cementos Argos (building
materials). This confirms our com-
mitment to building a portfolio of
sustainable investments.
FINANCIAL RESULTS

Our financial results for 2017 were
largely due to the following five fac-
tors: the operating performance of
our subsidiaries, which continued
strengthening on a quarterly basis
thus reinforcing their competitive po-
sition throughout the region; higher
contributions from the operations

acquired by Suramericana in 2016,

which exceeded our initial growth
expectations; the good performan-
ce obtained from our insurance
companies as well as the SURA
Asset Management pension fund
management firms; stable sources
of revenues obtained via the equity
method from our associates (Ban-
colombia, Grupo Argos, Grupo Nu-
tresa, Proteccion and others); and
the impact of the foreign exchange
differences given the appreciation
of the Colombian peso, as well as
the amount of non-recurring ex-

penses posted.

Consequently, the Group’s conso-
lidated revenue performed well in
spite of the low growth recorded
throughout the region, having risen
by 12% year-on-year to reach COP
20.5 trillion (USD 6,933 million).
This was mainly due to a 13.9% in-
crease in retained premiums, which
totaled COP 12.0 trillion (USD 4,060
million), as well as an increase of
21.1% in revenue from services ren-
dered amounting to COP 2.8 trillion
(USD 952 million); this as a result
of a higher number of users of both
SURA’s mandatory and comple-
mentary health care plans. Likewi-
se, revenues in the form of returns
obtained from the investment por-
tfolios of the insurance companies
as well as the legal reserves held by
the pension fund management firms
reached COP 1.9 trillion (USD 652
million), for a growth of 12.6% com-
pared to year-end 2016.

Consolidated expense came to COP
18.6 trillion (USD 6,306 million) for a
growth of 14.5%. This increase was
largely due to the amount of expen-
se incurred for the first full year af-

ter Suramericana took over the RSA

operations, as well as higher interest
and amortization expense on the

part of the acquired companies.

As a result, the parent’s consolida-
ted net income came to COP 1.26
trillion (USD 426 million), for a de-
cline of 13.0% compared to COP 1.44
trillion (USD 473 million) recorded at
year-end 2016. This drop was mainly
due to other non-comparable items
on a year-to-year basis, exchange
differences, which produced a nega-
tive variation of COP 242,356 million
(USD 82 million) along with depre-
ciation, tax and non-recurring ex-
pense. Were we to exclude the afo-
rementioned adverse effects, Grupo
SURA's net income would have risen
by 7.7%, given the level of operating
performance obtained by both sub-

sidiaries and associates.

On the other hand, Grupo SURA's
financial position at the end of 2017
showed assets of COP 69.4 trillion
(USD 23,249 million), that is to say,
2.8% more than a year ago, Liabili-
ties rose by 2.4% to COP 43.1 trillion
(USD 14,460 million]). On the other
hand, shareholders” equity came to
COP 23.8 trillion (USD 7,986 million)
for a growth of 5.2% compared to
2016, this due to the amount of net
income obtained for the year.

As far as the Company’s separate
financial statements are concerned,
net income totaled COP 755,085 mi-
llion (USD 255.8 million), for a decli-
ne of 9.6% compared to 2016. That
was mainly due to the adverse effect
of exchange differences and higher
interest expense due on a higher le-
vel of debt taken out to finance the
Company’s inorganic growth. It is on

this amount of net income that the

Company’s proposed profit distribu-
tion is based.

As for our financial management,
it should be noted that the credit
rating agency Fitch Ratings main-
tained a BBB investment grade for
Grupo SURA, along with a stable
outlook. This rating reflects the Hol-
ding Company’s creditworthiness as
well as its stable, well-diversified
stream of revenues. Similarly, the
aforementioned credit ratings agen-
cy confirmed its expectations that
the Company shall be able to main-
tain adequate levels of liquidity and
a stable while moderately leveraged
capital structure over the coming
years. On the other hand, Standard
& Poor’s downgraded its rating from
BBB to BBB-, while providing a sta-
ble outlook, as a consequence of ha-
ving downgraded Colombia’s sove-
reign debt rating.

CORE INVESTMENT
PERFORMANCE

Sura Asset Management:

With regard to this subsidiary, which
is present in six countries and alre-
ady attends 18.8 million clients in
the pension, savings and investment
industry, one of the main milestones
last year was having created a new
Asset Management Unit to stren-
gthen its institutional business. It
has also been rounding up its offe-
ring having launched 26 new funds
in 2017, for a grand total of 400. This
represents a widely diversified range
of investment options for its clients.
Meanwhile, operating performance
for this subsidiary remained strong
in spite of the slow economic growth

throughout the region and was in line

CONSOLIDATED
REVENUES

D 12.0%

- 20.0

trillion

(USD 6,933 million]

CONSOLIDATED
EXPENSE

P 14.5%

- 18.6

trillion

(USD 6,306 million)

CONSOLIDATED
NET INCOME

v 13.0%

- 1.26

trillion

(USD 426 million]

ANNUAL REPORT 2017



GRUPO SURA

with average wage/salary increases
on which the mandatory pension bu-
siness is highly dependent.

In keeping with is corporate strategy
and the opportunity detected in the
voluntary savings sector, SURA As-
set Management continued to invest
in developing the voluntary business,
producing increases of 25.7% in fee
and commission income and 31% in
assets under management (AUM],
which reached COP 37.1 trillion (USD
12,421 million) at year-end 2017. The
Company continues to strictly focus
on growth in order to reach sufficient
scale so as to reflect the profitability
of this business while depending less
on local regulatory frameworks, pro-
ducing higher margins than for the
rest of the mandatory pension busi-
ness, and taking advantage of a high

potential for market penetration.

Total Assets Under Management
[AUM] reached COP 402.5 trillion
(USD 134,876 million) at year-end, for
a growth of 19.6% compared to 2016.
This goes hand in hand with returns
going 73% higher than the market

average for managed funds.

As for the life annuity business, it
is worthwhile noting that Sura As-
set Management sold off its 69.29%
stake in the life insurance company
in Peru (Sequros de Vida Peru), for
a total of USD 276 million. This took
place after a regulatory change was
introduced that had an adverse effect
on the Company’s life insurance bu-
siness in this part of the world, and
hence it was decided to concentrate
on its core fund management busi-
ness instead. Another of last year's

highlights was an issue of bonds pla-

ced on the international markets for
USD 350 million in April 2017, pro-
ducing a bid to cover ratio of 8. This
indeed was a vote of confidence from
the investor community in SURA As-
set Management.

Against this backdrop, the Company’s
operating revenues came to COP 2.6
trillion (USD 885 million], for a grow-
th of 10.1% compared to 2016. Also,
worth noting was the amount of reve-
nues received in the form of pension
fund returns, which rose by 119.2%.
There was also a 45.2% growth in
revenues obtained from associates
via the equity method, which came
to COP 172,836 million (USD 58.6
million). On the other hand, fee and
commission income rose by 4.3%,
which was in line with the increase in
the wage/salary base for mandatory

pension fund members.

Operating expense totaled COP 1.5
trillion (USD 523 million) for an in-
crease of 6.7%, which was lower
than the increase posted in revenues.
This was mainly due to our efficien-
cy efforts, which served to offset the
moderate growth rates obtained with
the mandatory pension business as
well as the decline in written pre-

miums.

This item also evidences the amount
of investment that has been made
over recent years to develop a re-
gional platform and consolidate a
client-centric sales force and a mul-
ti-product offering. Technological and
more efficient distribution channels
have also been launched to take our
services to a greater number of peo-

ple throughout the region.

Vi

3%

of the funds
managed by SURA
Asset Management
provided returns

that surpassed the
market average.

In this respect, operating earnings
recorded a year-on-year increase of
15.4% reaching COP 1.07 trillion (USD
361 million). Consequently, SURA As-
set Management posted a net profit
figure attributable to its shareholders
of COP 615,229 million (USD 208.5
million), similar to that obtained du-
ring 2076. Finally, the consolidated
Ebitda for this subsidiary amounted
to COP 1.46 trillion (USD 495.2 mi-
llion) for an increase of 15.7%, with
Chile accounting for 32.3% of the to-
tal figure, followed by Mexico (29.2%),
Peru (24.1%), Colombia (11%) and
Uruguay (3.4%). In the case of Colom-
bia, this calculation covered revenues
obtained via the equity method from
Proteccion, which includes Crecer in
El Salvador.

Suramericana

This subsidiary specializing in insu-
rance and trend/ risk management,
focused its efforts on several fronts
last year, including the integration of
all those operations recently acquired
from RSA in six countries; incorpora-
ting new clients -which rose by 5.9% to
17.6 million; introducing technological
upgrades; strengthening and develo-
ping channels; positioning the SURA
brand in the insurance industry outside
Colombia; and strengthening the range
of solutions offered. All this was aimed
at achieving a level of profitability abo-
ve and beyond the cost of capital in all

countries in which it operates.

One of last year’s highlights was
the progress made with those fo-
reign-based operations acquired in
2016, whose growth rates have sur-
passed their respective market ave-
rages having responded favorably to
SURA’s organizational culture and

its way of doing business.

Along with the aforementioned level
of organic growth, another important
milestone was having acquired the
Life Insurance Company that for-
merly belonged to SURA Asset Ma-
nagement in Mexico. Once approval
has been issued by the Mexican Re-
gulatory Authorities, Seguros Sura
shall be strengthening its competi-
tive position in Mexico with a total of
200 thousand clients and an annual
production of USD 200 million in pre-

miums.

Regarding its operations in Colom-
bia, Suramericana continues to lead
the local insurance market with a
25% share for 2017, according to data
published by the Colombian Superin-
tendency of Finance. Upon adding its
insurance and social security opera-
tions, a growth of 10% was obtained
which is far higher than the average
scored by the local market. With re-
gard to justitsinsurance business, its
Life Insurance operations produced a
12% increase in revenues %, while its
Property and Casualty business rose
by 8%, mainly due to the increase in
car insurance premiums.

With regard to the performance of
its social security companies in Co-
lombia in 2017, its mandatory health
care company increased its revenues
by 24% while significantly expanding
its coverage and providing more than
33 million individual health care ser-
vices. So much so that the Colombian
Ministry of Health declared SURA as
the best mandatory health care pro-
vider in the country. In terms of reve-
nues from Suramericana s Workers’

Compensation firm, ARL Sura, these

the Colombian
insurance
: market

O i Suramericana
O | holds a 25% of
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Increases in

the revenues
obtained by the
Suramericana’s
lines of business
in Colombia.

LIFE
INSURANCE

N 12%

PROPERTY AND
CASUALTY INSURANCE

™ 8%

EPS [MANDATORY HEAL-
TH CARE)

N 24%

ARL (WORKERS”
COMPENSATION]

P 20%

Suramericana is
moving ahead with
its strategic focus
as a trend and
risk management
firm this based

on Its superior
human talent

and new solution
and product
development.

rose by 20% and, together with its
Risk Management Consulting Ser-
vice, it continues to help drive down
accident, occupational disease and
mortality rates among almost 3.5 mi-
llion workers belonging to 231 thou-

sand affiliated employers.

Consequently, Suramericana in-
creased its consolidated revenues
by 20.9% to COP 14.2 trillion (USD
4,812 million). This figure is not tota-
lly comparable with that recorded for
2016, since this was the first full year
of operations for the recently acqui-
red operations, whereas in 2016 Su-
ramericana took control over these
companies on a gradual basis. The
good business performance obtained
in Colombia, Central America and the
Caribbean, as well as higher than bu-
dgeted results for Mexico, Chile, Ar-
gentina, Uruguay and Brazil were all
decisive factors for the growth posted

in revenues.

Written premiums totaled COP 12.02
trillion (USD 4.073 million) for a grow-
th of 23% compared to the previous
year. Meanwhile, fee and commission
income increased by 39%, while tho-
se obtained from services rendered
rose by 22%. Portfolio returns rose
by 1% compared to 2016, when hi-
gher inflation had a positive effect on
CPI-indexed securities which form
an important part of this subsidiary "s
investment portfolio.

Consolidated expense rose by 20% to
COP 13.6 trillion (USD 4,603 million],
due to various factors including a
26% increase in total claims, higher
amortizations relating to acquisition
costs and a 23% increase in the costs

of services rendered. This comes in

contrast with the strict control over
administrative expenses, which rose
by just 7%, this being lower than the
increase in revenues. Also, lower re-
serves were set up which helped to
offset the increase in retained claims.
As a result, consolidated net profits
attributable to the shareholders rose
by 26% for the year to COP 505,269
million (USD 171 million].

These figures go hand in hand with
adequate levels of reserves, which
underpin the continued sustainabi-
lity our different lines of business.
The liability for insurance reserves
increased by COP 1.84 trillion (USD
615 million), that is to say14% more
than for 2016 with consolidated re-
serves reaching COP 15.26 trillion
(USD 5,115 million).

This level of performance from Sura-
mericana shows the progress made
with its strategic focus as a trend and
risk management firm, leveraged by
its human talent and the develop-
ment of new solutions capable of res-
ponding to today’s interpretation of
the business landscape as well as to
the needs of all those markets where
the Company is present. Hence, te-
chnology is increasingly becoming an
enabler of opportunities for bringing
business strategies to a fruitful out-
come while furthering sustainability,
value creation, effective engagement

and operating efficiency

Grupo Bancolombia

As one of Grupo SURA's strategic
investments, Bancolombia success-
fully tackled what was after all a cha-
llenging year, due to lower economic
activity, higher provisions for loan im-
pairment and a more measured de-

mand for credit in Colombia.

Against this backdrop, it is worth
pointing out that net interest income
rose by 7.8%, given a higher gross
loan portfolio, that in turn increased
by 5.7%, as well as an improved in-
terest margin, which reached 6.1%.
Net commissions also increased by
8%, mainly due to a growth in credit
and debit cards.

The Bank’s efficiency indicator, that
is to say the ratio between opera-
ting income and expense, ended up
at 49.2%, showing a decline of 1.8%
compared to 2016, which amid much
more complex market conditions
shows the amount of effort made in
controlling expense by automating
different processes, reducing the
amount of “bricks and mortar” branch
offices, and optimizing operations,
among other contributing factors.
Furthermore, operating expense rose
by 3.5%, which was lower than the
inflation rate for Colombia where its

main operations are concentrated.

All in all, there was an annual decli-
ne of 8.7% in consolidated net inco-
me, which came to COP 2.62 trillion
(USD 886.1 million), this having been
affected by a year-on-year increase
of 26.7% in the provisions that had
to be set up in order maintain a so-
lid coverage ratio. In this respect the
Bank obtained a coverage of 1.64 ti-
mes the value of its 90-day past due
loans along with a regulatory capital
that comfortably surpasses the levels
required in the different countries
where it is present. Doubtlessly, this
has allowed Bancolombia to ideally
position itself so as to continue capi-

talizing on growth opportunities.

Indeed, Grupo Bancolombia conso-

lidated its on-line banking strategy

in 2017, with 51% of its 12.4 million
clients already using its on-line
channels, thus accounting for 80% of
the total transactions conducted by
the Bank. This level of performance
is underpinned by initiatives such as
Nequi, the organization's native di-
gital bank, with more than 300,000
clients, as well as InvesBot, the robot
platform that up till now has mana-
ged investments worth COP 63,000
million (USD 21.1 million)

On the other hand, Grupo Bancolom-
bia has successfully transferred its
operating model in Colombia to its
subsidiaries abroad, including the
top financial institution in El Salvador
(Banco Agricola), the second largest
in Panama (Banistmo) and the fourth
largest in Guatemala (BAM), thus be-
coming the leading financial network

on the Central American market.

It is also worth noting the growth ob-
tained by its non-banking correspon-
dents, which is an alternative chan-
nel that has facilitated the Bank’'s
expansion into what hitherto were
unattended, underbanked segments
of the population. Today, there are
more than 10,000 non-banking co-
rrespondents and in 2017 this chan-
nel exceeded the number of transac-
tions carried out in the “bricks and
mortar” branch office network.

Finally, we would like to make special
mention of Bancolombia’s commit-
ment to environmental sustainability,
as can be seen with its financing of
projects relating to renewable ener-
gies and sustainable building cons-
truction all of which help to combat
climate change.

Besides being
the No. 1 bank

in Colombia,
Bancolombia is
now the leading
financial network
on the Central
American
markets.
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Growing Businesses

In addition to the aforementioned
strategic investments, Grupo SURA's
investment portfolio also includes
certain businesses that not only offer
future growth potential but also can
be used to harness possible syner-
gies in terms of skills and capabili-
ties for driving our different lines of

business.

These include Arus, which offers
integrated technology, information
and knowledge solutions. This Com-
pany has made great strides with its
profitable growth strategy with total
revenues reaching COP 222,883 mi-
llion (USD 74.7 million), for a year-
on-year increase of 7.7%, whereas
EBITDA came to COP 24,521 million
(USD 8.2 million] for a year-on-year
increase of 1.3 %, as well as a mar-
gin of more than 11%. The Company
invested COP 8,355 million (USD 2.8
million) in technology aimed at dri-
ving its transformation and ensuring
the delivery of its services on a pla-
tform that offers the highest availa-
bility rate for clients to conduct their
business. It also made progress with
its robot-based digitalization initiative
in providing its services, automating
its processes and offering cloud so-

lutions.

As for Habitat, this specialized as-
sisted living institution for the elderly
became one of the top facilities of its
kind in 2017. This was made possible
by acquiring the new EL Ciruelo faci-
lities and opening its new headquar-
ters in the Loma de los Bernal sector
in Medellin. At the end of 2018, it sha-
[l be able to offer a total of 350 rooms
prior to determining the second stage

of this new headquarters.

This investment for us complements
the services offered to the clients of
our Business Group, as we accom-
pany them throughout their life cy-
cles.

OTHER HIGHLIGHTS

We have always acknowledged that
our human talent is one of the main
driving factors in our Organization’s
ongoing competitiveness. This is why,
being able to manage our human
resources is so essential to our stra-
tegy, ensuring that our employees
receive a relevant and growth-orien-
ted value-added offer, within the fra-
mework of an organizational culture
that facilitates the development of
leadership skills in accordance with
our shared purposes. Human talent
is after all a factor that sets us apart
and ensures the sustainability and
ongoing development of our organi-
zational capabilities, allowing us all
to abide by the same corporate prin-
ciples, thereby building up a shared
organizational culture as a Group.

Based on our corporate principles
of Transparency, Fairness, Respon-
sibility and Respect, we reinforced
our Ethics and Corporate Governan-
ce System in 2017 for the purpose
of said principles forming the sha-
red basis for a sustainable business
performance, characterized by strict
compliance with all legal and regula-
tory requirements, and with the aim
of consolidating long-term relations-
hips with various stakeholder groups.
This commitment was taken up by
the Board of Directors” Sustainability
and Corporate Governance Commi-
ttee, whose scope was extended in
2017.

hdbitat ARUS

Ml TRANQUILIDAD

ogia + Informacion + Conocimiento

Companies

In which we
have detected
future growth
potential along
with possible
synergies in
terms of the skills
and capabilities
required for
driving our
different lines of
business.

AMOUNTS INVESTED BY
THE SURA FOUNDATION

™ 11%

- 18,641

million

(USD 6.32 million)

An external performance evaluation
was also performed on the Board
of Directors by the firm AT Kearney,
producing outstanding results, which
have been made available on Grupo
SURA's website. It is worth noting
that our Board of Directors is made
up and chaired mainly by indepen-
dent members. The Board also met
on 19 occasions in 2017, with an at-

tendance rate of 98%.

As previously mentioned, as a holding
company, we must strengthen and
extend the Corporate Governance
System to the other companies be-
longing to the SURA Financial Con-
glomerate, pursuant to that stipula-
ted in Law 1870 of 2017, which was
introduced as a result of Colombia
being admitted to the Organization
for Economic Cooperation and Deve-
lopment (OECD).

For Grupo SURA and its subsidiaries,
social outreach initiatives lie at the
heart of our corporate responsibili-
ty. In this regard, and during the past
year, the SURA Foundation made a
real difference to the lives of more
than 180 thousand people, by inves-
ting a total of COP 18,641 million
(USD 6.3 million] for a year-on-year
increase of 11%. The Foundation ex-
tended its presence from 25 to 32 De-
partments in Colombia, in addition to
expanding its reach to countries such
as El Salvador and starting up its ini-
tial operations in Chile and Mexico.

In any case, education continues to
be the central focus of the Founda-
tion’s social investment strategy.
In Colombia, this strategic focus on
culture and education was evident
through projects such as "Memory

and Creativity: the Indigenous En-

terprise”, which concentrated on the
marketing of more than 500 different
handicrafts made by in 11 commu-
nities belonging to 10 ethnic groups.
Also, the coverage of the Founda-
tion"s banner education program for
peaceful co-existence, called Felix
and Susana, was also expanded in
Bogota, with the capital’s District
Council providing co-financing for
this initiative. We are also very plea-
sed to learn that Ms. Astrid Lopez,
a teacher with the Felix and Susana
program, received a Colombia 2020
award for the classroom experience
she provides with regard to teaching

peaceful co-existence.

It was also enormously gratifying to
see that 3,576 of our employees came
together simultaneously in 10 coun-
tries for two whole days of volunteer
work, as part of an unprecedented
initiative for driving the quality of ba-

sic education.

LEGAL MATTERS AND CONTROL
ARCHITECTURE

Grupo SURA’s Corporate Internal
Auditing staff carried out their an-
nual work plan, as approved by the
Audit and Finance Committee, and
reported on the progress made du-
ring the course of 2017. This work
plan essentially revolved around the
self-control and self-management
mechanisms defined and implemen-
ted by the Company, which in turn are
aligned with the standards that form
part of the COSO 2013 - International
Internal Control Framework drawn
up by the Committee of Sponsoring
Organizations of the Treadway Com-
mission- and COBIT 5 - Framework
for the Governance and Management
of Enterprise Information Technolo-

gies, Auditing Practices issued by the

Institute of Internal Auditors (II1A) and
the definitions contained in the good
governance practices issued as part
of Colombia s Country Code.

In order to continue working in coor-
dination with the internal auditing
areas of our subsidiaries, we have
laid on various means to increase
the exchange of information and thus
strengthen our synergies and provi-
de a more comprehensive overview
of the auditing function. Examples of
this include the Corporate Internal
Auditing Committees, the roundta-
bles organized by different areas of
expertise as relating to the internal
auditing function as well as carrying
out cross-cutting audits. Upon exten-
ding this initiative to our subsidiaries
according to the agreed schedules,
no material impairment was incurred
that could have affected the effective-
ness of the Business Group’s Internal

Control System.

Likewise, as part of the audits per-
formed on the Group’s Internal
Control System, the level of maturity
of the Control Architecture was up-
dated, based on the components and
principles defined in the COSO 2013
framework. The findings thus obtai-
ned were shared with the different
areas so as to be able to continue
enhancing Grupo SURA’s Control

Architecture.

As an additional measure, the Com-
pany's functional areas have con-
tinued to develop self-control me-
chanisms through self-assessment
guides, which contribute to streng-
thening the control environment and
activities, risk management, commu-

nication and monitoring.
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In 2017, the findings of the work ca-
rried out by the Internal Auditing
staff as well as the Statutory Audi-
ting firm were presented to Grupo
SURA's Audit Committee, whereupon
recommendations were made aimed
at strengthening the Group “s Control
Architecture. As a result, Senior Ma-
nagement drew up action plans with
the persons responsible for such as
well the corresponding implemen-
tation dates, and these are subject
to periodic follow-ups on the part of
Grupo SURA s Internal Auditing staff.

As part of the evaluation conducted
on the Company’'s Internal Control
System, although room for impro-
vement was found, no shortfalls or
weaknesses were discovered that
could materially affect the Company’s

Control Architecture.

As for the Company’s legal matters,
Senior Management hereby states
that it has faithfully complied with all
applicable intellectual property and
copyright legislation, both in terms of
its products and the software used for
its normal day-to-day running. Also,
the use of its brands and distinctive
symbols have been duly registered
before the corresponding authorities.

Furthermore, and pursuant to that pro-
vided by Law 1676 of 2013, the Com-
pany hereby states that did not obs-
truct the free circulation of invoices as
issued by its vendors or suppliers.
102-15

CONVERTING CHALLENGES INTO
OPPORTUNITIES

Based on new learnings, capabilities,
advances and strategic decisions that
have allowed us to tread a sustaina-
ble path to growth in 2017, we focu-
sed our attention on the challenges

being posed throughout Latin Ame-
rica, particularly in the industries to
which we belong. This has lead us to
implement a more proactive attitu-
de towards transforming challenges
into opportunities and creating added
value for all our stakeholders.

In terms of the region’s current situa-
tion, we must take full and timely ad-
vantage of the gradual improvements
seen with overall macroeconomic con-
ditions and the restoring of consumer
confidence in the face of external shoc-
ks. This shall be key to gaining greater
market penetration - which continues
quite low - with our financial services
and also for risk rating agencies to take
a more favorable view of the markets in

which we are present.

However, there shall be a certain
amount of political uncertainty in
several countries, due to new presi-
dential elections in Brazil, Mexico and
Colombia, which is precisely what ha-
ppened in Chile in March 2018. The-
se electoral proceedings are almost
always preceded by growing social
discontent, new cases of corruption
being unmasked and manifestations

of institutional weakness.

Therefore, expectations regarding
the outcome of a series of necessary
reforms that remain pending shall
also lead to a certain amount of legal
uncertainty and affect business and
investment performance throughout

the region.

In particular, pension systems still
face challenges in gaining greater co-
verage, efficiency and sustainability,
while discussions continue to be held
regarding the adjustments required

for enhancing retirement and social

security conditions for the Latin Ame-
rican population. Regulatory changes
have already been ushered in in El
Salvador, Uruguay and Argentina, and
headway is being made with reforms
in Chile and Brazil, while this remains
an issue of much electoral debate in
Colombia it is expected to form part
of the agenda of the next Government
to be elected in Mexico.

This leads to the challenge of actively
participating in these discussions,
thereby placing our knowledge of the
industry at the disposal of all those
concerned, seeking more collabora-
tive efforts between companies and
the State, based on transparency and
institutional respect, as well as de-
monstrating to the public the bene-
fits of the role played by the private
sector when it comes to strengthe-
ning the pension savings of the Latin
American people and responding to
their retirement expectations.

At the same time, although we have
already gained a great deal of expe-
rience in operating both efficiently
and profitably amid high levels of
uncertainty, we must focus more on
constantly monitoring the business
environment, adapting to new rea-
lities, anticipating new trends and
changes in our lines of business and
strengthening our capabilities in the
face of new competitors emerging in
our financial services sector. It is for
this reason that it shall be a priority
for both Grupo SURA and its strategic
investments to continue to develop
and opportunely transform its ope-
rations based on new technologies
and innovative business models that
in turn drive our competitiveness
and profitability. At the same time,
we wish to continue creating greater
added value for the solutions we are

able to provide to our clients.

In order to turn these challenges into
opportunities, we need to have a more
in-depth knowledge of the people we
attend and how their consumption
patterns are evolving. In response to
all of this, the Trend and Risk Mana-
gement initiative that Suramericana
has developed over the past couple of
years, is becoming more robust and
as a result the Company is more ca-
pable of reaching out in a timely and
relevant fashion to different market
segments, both current and potential

For its part, SURA Asset Manage-
ment looks ahead to adapting its
pension fund management models in
the light of possible regulatory chan-
ges that may arise in different coun-
tries. At the same time, the Com-
pany continues to develop products,
channels and business models to
offer more relevant voluntary savings
and investment options throughout
the region, while consolidating itself
as a platform for accessing the La-
tin American market for large-scale
institutional investors with its asset
management services catering to the

corporate segment.

As for Bancolombia, after a challen-
ging year in spite of which it was still
able to continue with a good level of
operating performance, its current
priorities are to improve its lending
indicators in Colombia, reinforce the
operating model of its subsidiaries
and in this way help the Bank extend
its profit margins. It shall also conti-
nue to make headway with its digital
banking initiative, remaining at the
forefront of new solutions and chan-
nels, so as to boost its consolidated

results.

Achieving a level of sustainability that
is consistent with the aims of our
current strategy necessarily involves
us taking on the role as a holding
company of encouraging a greater
amount of articulation and integra-
tion between our different operations
while forming internal and external
alliances. At the same time, we must
build upon a shared identity based on
a corporate culture that encourages
innovation and creativity at all levels
of the Organization.

Finally, this report provides us with
an ideal opportunity for acknowle-
dging the efforts of each and every
one of SURA's employees who have
made it possible for us to attain the
level of performance we are reporting
for 2017, and who bring to bear their
knowledge, experience and efforts on
a day-to-day basis in facing the cha-
llenges going forward. In addition to
our employees, we would also like to
thank our shareholders, investors,
as well as the millions of clients, su-
ppliers and other stakeholders that
have helped us with our strategic
purpose of creating well-being and
sustainable development and being
genuinely committed to being socially
useful companies for the Latin Ame-
rican people.

MANY THANKS TO YOU ALL,

Luis Fernando Alarcon Mantilla

CHAIRMAN OF THE BOARD OF DIRECTORS

Jaime Bermudez Merizalde

One of the
priorities set

for Grupo SURA
and Its core
iInvestments
shall continue

to be evolving
and opportunely
transforming
our business
operations,
thanks to new
technologies

and innovative
business models
that are driving our
competitiveness
and profitability.

VICE-CHAIRMAN OF THE BOARD OF DIREC-

TORS

Carlos Antonio Espinosa Soto
Sergio Michelsen Jaramillo
Alejandro Piedrahita Borrero
Carlos Ignacio Gallego Palacio
Jorge Mario Velasquez Jaramillo

David Bojanini Garcia
PRESIDENT GRUPO SURA
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THE KEEPER OF SOULS

The God Quetzalcoalt bestowed on
the Quetzal the gift of being the kee-
per of souls, a divine and solitary oc-
cupation; it was given a small body,
covered with a rainbow cloak, be-
cause each man has been assigned
a color. The Quetzal is only seen with
his partner during the breeding sea-
son, when their cries become acute,
as both male and female announce
that all their beautiful blue eggs
have hatched. It then returns to its
former solitude, keeping watch from
the branches of the trees, its green
crest slowly moving this way and
that as if rocked by the wind. When
Tecun Uman was dying on the ba-
ttlefield, he did not invoke the gods
but rather the Quetzal, asking it ne-
ver to forget his name. The bird lan-
ded on his body and drank his blood,
the “God of the Air" while staining
its chest red, as both a covenant and
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shield.

QUETZAL

Scientific name: Pharomachrus mocinn
Class: Birds

Family: Trogonidae

Order: Trogoniforms

Region: Guatemala




through a systematic analysis and overview of
our environment and emerging trends. This
also entails articulating our organizational
information and learnings, so as to be able

to improve upon the decisions we make. This
makes it easier for us to plan ahead, continue
being sustainable and remain relevant over time
in fulfilling our aspiration.

Itis crucial for our
companies to be
able to observe,
understand

and know their
environments

so as to be able

to plan ahead

and prepare for
the upcoming
disruptions and in
so doing achieve a
real change.
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It is crucial for our companies to
be able to observe, understand and
know their environments so as to be
able to plan ahead and prepare for
the upcoming disruptions and in so
doing achieve a real change. In this
respect, being about to truly unders-
tand and know our clients shall allow
us to move ahead and opportunely
meet consumer needs.

This is why the ability to observe and
learn are important organizational ca-
pacities that shall enable Grupo SURA
to move forward with drawing up stra-
tegic pillars aimed at meeting the
challenges posed with its corporate
purpose of generating wellbeing and
sustainable development for people,

organizations and society at large.

In order to build knowledge as an or-
ganizational capacity, the Company has

worked on the following two fronts:

Developing in-house knowledge,
through an Observatory that was
recently set up for this purpose.

Risk and Trend Management

This initiative is created to identify, ob-
serve, define, study, map, analyze and
monitor current trends and events.
An in-depth look at the topics chosen
leads to make connections, which in
turn, facilitates discovering opportu-
nities, defining postures on different
issues, and making better decisions.
Below are the subjects prioritized,
beginning with:

1 Socioeconomic, cultural, political
and demographic changes parti-
cularly in all those countries whe-
re Grupo SURA is present.

2. New scientific and technological
advances, with a special focus on

the largest global innovation cen-

ters. Detecting new business mo-
dels, players and non-traditional
competitors, while understanding
their important role in emerging
economies.

Greater knowledge of what
makes humans tick, their needs,
habits and behavior patterns.
Data analysis is allowing us to
carry out more precise segmen-
tation in this regard.
Understanding the financial servi-
ces industry and the changes that
are affecting it, from an ecosyste-
mic standpoint, thus allowing us
to gauge how our clients are posi-
tioned in all of this while providing
a more comprehensive analysis

of the environment itself.

We are also taking into account how
the former borders are coming down
in our industry and the way financial
services interact with political, eco-
nomic and social actors.

As part of the work carried out by
the Observatory in 2017 Grupo SURA
made significant progress with re-
searching the implications of digital
transformation and the risks and
opportunities that the digital economy
is currently offering. We also drew up
a comprehensive study on the finan-
cial services industry, which included
historical aspects, competitor analy-
sis, main risks, interaction with other
ecosystems, the mapping out of con-
sumer trends and identifying new bu-
siness models, among others.

The following topics were addressed:

e Blockchain, one of the main techno-
logies used for transferring assets.
Opportunities of the corporate
offices to support all companies
in their portfolio to create greater

value.
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UNA MANERA DE ADMINISTRAR

Strateg;y

Risks

How do we

respond?

e Striking a balance between the
purpose and execution of our cor-
porate strategy and analyzing how
this is perceived by our stakehol-
ders.

e Analysis of future job market
scenarios.

e Challenges facing pension sys-
tems and the asset management
business.

e Reflections concerning the insu-
rance business, and its new rea-
lities and trends.

e Value and profitability manage-
ment striking a balance between
growth and profitability.

e Reputation, the result of fulfilling
our value promise.

e Sustainable Development Goals
(SDG): their implementation in
Colombia and how they relate to
Grupo SURA.

e Digital economy: an analysis of its
impact on our core investments.

e The economic environment and
the changes introduced by the la-
test structural tax reform.

Likewise, more specific studies were
carried out for the purpose of stren-
gthening our analysis of various stra-

tegic issues that could affect our de-

.. Interaction

THE ENVIRONMENT

Trends

L How is this changing?

cision-making, as well as providing
valuable elements to be considered
for our review of our strategic plan-
ning, which was carried out in 2017.

RISK AND TREND MANAGEMENT

In order to draw up a comprehensive
strategy in this regard, it is important
to understand the fundamental fac-
tors of our business and how the envi-
ronment, current trends and risks as
well as people’'s behavior determine
the way in which companies operate
and evolve over time. Performing an
overview that takes into account the
latest trends and risks allow compa-
nies to detect where opportunities are
for greater competitiveness and sus-
tainability in a world that is changing

atan unprecedented rate.

In conjunction with the Board of Direc-
tors, Senior Management and different
Company areas, we carried out an
exercise aimed at identifying current
trends and obtaining a more in-depth
grasp of the strategic risks involved.

Trend identification:
Trend and Risk Management (TRM)]

methodology designed by Surameri-

cana classifies all those trends that
have the potential to affect the Orga-
nization's ability to attain its strategic
goals in three separate categories:

Strategic Risk Management

An articulated analysis was carried
out on the strategic trends and risks
that were detected. We drilled down
on the definitions and categories of
the risks detected, as well as the in-
teraction between trends and risks
as a tool for prioritizing these and

gauging their interconnection.

Grupo SURA faces the challenge of
drilling down on identified trends and
gauging their impact and connection
with the strategic risks detected, so
as to continue identifying all those
opportunities to be had with regard to
driving our ongoing competitiveness

and sustainability.

Knowledge allows organizations to
gain a better understanding of the
world and how they interact with to-
day’s business environment. Being
a dynamic concept, in constant flux,
we need to provide the opportunity for
people to exchange ideas and debate

the fundamental issues of such so as

to be able to take our knowledge to dd

another level. But beyond that, we as WHAT WE
a Company, must overcome the obs-
tacles encountered in encouraging
a knowledge-based culture. Organi-
zed observation of our environment
is not enough since true knowledge
can only be obtained through trial and
error. It is essential that we create a
culture willing to experiment, that is
tolerant of the mistakes eventually Isaac Newton
made and that constantly measures
its performance, which shall allow us
to make the necessary adjustments

for better decision making.

TREND AND RISK MANAGEMENT METHODOLOGY
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Business trends:

The initiatives and
strategies that businesses
are developing in order to
respond to new consumers,

their patterns.

*'®  Megatrends:

The global forces of
gradual transformation
and dramatic impact on
societies, organizations

and the environment.

Consumer trends:
Representing changes in
the way human beings meet
their needs and desires.

ANNUAL REPORT 2017

g1
-



5

N

GRUPO SURA

102-11]102-15

RISK MANAGEMENT

SYSTEM

For the SURA Business Group, being
able to manage trends and risks is a
determining factor in the way that the
Companies interact with each other
and are managed from the strategic,
tactical and operating standpoints.
This allows us to understand our
environment and visualize the risks
and opportunities that arise so as to
be able to take measures to increase
our competitiveness in a sustainable
manner, preserve profitability and
ensure long-term relationships with

different stakeholder groups.

The Risk Management System allows
for strategic, administrative and
operating decisions to be made in
order to create added value not just
by maximizing revenues within low
levels of tolerable risk, but also un-
derstanding global trends and the
internal dynamics of the different
subsidiaries. Similarly, appropriate
control mechanisms have been de-

signed and put into place, thus ensu-

ring the sustainability and continuity
of the different lines of business over

the long term.

Itisimportant to understand that Grupo
SURA, is exposed both to its own risks
as a parent company, as well as those
inherent to its different investments.
This is why there are risk management
guidelines firmly in place that allow
the Companies to create added value
as well as address the new challenges
and opportunities of an ever-changing
business environment.

The implementation of new risk ma-
nagement standards as well as the
structuring and strengthening of the
risk management teams at subsi-
diary level have been key factors in
being able to consolidate the recently

acquired companies,

The risk management function as
a Business Group requires both a
governance and an organizational

GRUPO SURA RISKS + INVESTMENT RISKS

Means of interaction:

Participating in
the Boards of
Directors and Risk
Committees on a risks
subsidiary level

Forming joint task
forces for managing
the Group's strategic

are performing

structure that assigns specific and
clearly-defined responsibilities to
each area at a subsidiary level. The
Boards of Directors and their Risk
Committees are the highest gover-
ning bodies responsible for addres-
sing the risks involved and providing
guidelines to the various senior ma-
nagement teams who in turn must
ensure compliance with the all appli-
cable rules and regulations as well
as the guidelines issued by the afore-

mentioned governing bodies.

The following is the SURA Business
Group’s risk management fra-
mework. It is to be noted that the
Companies that make up the SURA
Financial Conglomerate shall be
strengthening their interaction in
terms of risk management, this ba-
sed on new Colombian regulations
that were issued in 2017 with regard
to the new Financial Conglomerates
Act that shall enter into full force and
effectin 2018.

Continuous Reporting critical Joint risk
monitoring of events and jointly management
how investments handling events efforts in

which could harm the keeping with the

Organizations reputation new Financial

or that could lead to

Conglomerates Act.

systemic risk

.................................................................................................................................................. >

1. ldentifying risk 2. Analyzing and assessing risk 3. Treating risk 4. Monitoring and reporting risk

Strategic risks are
internal, external
events and trends
that could create

a positive or
negative change
to the expected
trajectory

of creating

added value

and impacting
sustainability.
These are inherent
to a Company’s
strategy its
assumptions and
attributes.

The following common factors are
highlighted with regard to managing
risk as a Business Group:

e Adequate knowledge and un-
derstanding of the environment,
trends and risks so as to assist
with the main challenges that our
Companies currently face or shall
inevitably face in the future.

e An overview of the connections
between the different risks and
trends, in order to understand
the impact on the Company as a
whole as well as to prioritize the
handling of such.

e The introduction of a new way of
seeing risks when it comes to de-
cision making.

e Evaluating and monitoring risks
using models, metrics and qualita-
tive analysis so as to provide a grea-
ter range of elements on which our
decisions are to be based.
Permanent monitoring of current
and emerging risks. Emerging
risks are those that are new or
that have grown out of existing
risks, that originate in current
trends and are difficult for the Or-
ganization to understand. These
risks can be included in an exis-
ting risk category or conversely
a new category specially created
for this purpose.

e Fluid and permanent commu-
nications between Companies
regarding the status of the risks
they face and their handling.

e Joint efforts between the Com-
panies belonging to the Business
Group so as to devise new initiati-

ves to manage strategic risks.

THE STRATEGIC RISKS FACING THE
BUSINESS GROUP

In 2017, the Business Group conti-

nued to work on handling strategic
risks, especially with regard to how
these interact with each other so as
to be able to prioritize those having
the greatest impact and their con-
nection with the main trends detec-
ted. This exercise carried out at the
same time as we reviewed our stra-
tegic planning last year. This update

allowed our Companies to have a

more robust risk management sys-

tem in place thereby helping to arti-
culate the following objectives:

e Challenging the strategy and su-
ggesting any necessary changes
and adjustments to such.

e Converting risks into business
opportunities and competitive ad-
vantages

e Coordinating and articulating the
handling of contagion risks that
could affect the Group’s companies

e Providing opportune information
to the Boards of Directors in or-
der to be able to anticipate events

that could well pose a risk.

The diagram shown on the next page
illustrates the confluence of the stra-
tegic risks faced by the Business
Group, connecting up and drilling
down on the findings of the strategic
risk exercises carried out as a Busi-
ness Group as well as those carried
out by each Company, this within the
framework of a detailed trend and
risk management exercise while
identifying the fundamental elements

of our financial business.

FOCUS ON GROUP RISKS

Conglomerate risk

This refers to situations and trends
that prevent us from continuing to
provide added value, due to the natu-

re of the Sura Business Group. This
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risk is handled mainly by articulating
a response to systemic or contagion
risk, maintaining transparent repor-
ting and strengthening relationships
with our investors, as well as harnes-
sing synergies for achieving greater
efficiencies and providing a compre-

hensive range of services.

Corporate governance

One of the mainstays that allows
Companies to create added value and
inspire trust in a sustainable manner
is to provide the utmost clarity with
regard to standards, practices, go-
verning bodies as well as administra-
tive and decision-making processes.
In this sense, the SURA Business
Group has put into place an adequa-

te Ethics and Corporate Governance

System, based on corporate principles
that in turn provide guidance on how
we establish relationships and make
our decisions. Due to the importance
of this element, the Company cons-
tantly reports on the Ethics and Cor-
porate Governance System and stages
training programs in this respect so as
to be able articulate and strengthen
all those elements contained in said
System.

Financial performance

This refers to having a strong financial
position, adequate capital structures,
and sufficient solvency and resources
to fulfill our financial obligations and
continue with the expansion and pro-
fitability plans of our different com-

panies. Each company has developed

CONVERGING STRATEGIC RISKS FOR THE BUSINESS

GROUP AS A WHOLE

Group Risks
Approach

¢ Financial Conglomerate
e Corporate governance

¢ Financial performance
and a strong financial
position

e Market expansion and
development

SHARED
STRATEGIC
RISKS

e Human Talent
e Environment

e Reputation and
trust

e Creation and
transformation

e Regulations

and standardized its individual sys-
tems in order to monitor their invest-
ment performance, capital structure
and risk exposure vis-a-vis the co-

rresponding financial variables.

Market expansion and development
Given the status of their business
plans and their organic and inorganic
expansion, our Companies are expo-
sed to certain risky situations in the
light of their integration and growth.
In this regard, two important transac-
tions were carried out in 2017: SURA
Asset Management sold its annuity
business in Peru to Intercorp Finan-
cial Services and Suramericana ac-
quired the life insurance business of
SURA Asset Management in Mexico.

Business risks
approach

e Technology and
cybersecurity

e Processes
o Consumers
e Channels

e Business
sustainability

COMMON STRATEGIC RISKS

Reputation and brand management:
The Companies belonging to the
SURA Business Group are exposed
to certain situations and trends that
could alter the perception that certain
stakeholder groups have of us with
regard to our reputation and brand
recognition. Our efforts in this res-
pect are channeled through a system
aligning our different Companies, in
order to respond to all those events
that could affect our positioning and
perception that our stakeholders
have of us.

Human talent and culture

In order to respond to risks regar-
ding our business environment and
maintain our competitiveness, our
human talent must be able to adapt
and opportunely react to change and
have the required skills on both a
personal and technical level to face
the new challenges as well as to de-
velop a strategy to enhance the Busi-
ness Group ‘s cultural identity. In this
respect, our companies have focused
their efforts on furthering knowledge
management, developing employee
skill sets as well as honing their at-
traction and retention strategies, as
ways to dealing with the challenges
arising in terms of our ongoing grow-

th and business sustainability.

Regulations

Since they operate in highly regulated
sectors, the Companies belonging
to the Group often have to address
situations and trends produced by a
dynamic regulatory environment that
could entail significant changes to
their different lines of business. In or-
der to manage this type of situations,

there are internal governing bodies in

charge of monitoring new regulations
and trends in this matter, thus ensu-

ring our regulatory compliance.

Business environment

As a Latin American Business Group,
our companies are exposed to si-
tuations within their local business
environments that could well have
an impact on their business perfor-
mance, especially in all those coun-
tries where we are present. For this
reason, each company has a specially
designated area or department that
constantly monitors changes to the
economic environment as well as the
financial markets, and geopolitical
events. This facilitates our efforts to
detect risks and opportunities that
allow for better decisions to be made
regarding capital allocation and the
development of specific initiatives wi-

thin each Company.

Business creation and
transformation

One way to ensure the sustainability
of our Companies and help create ad-
ded value is to develop their skills and
capability to anticipate new solutions
and scenarios as well as face new
trends. We are working on creating
innovative business models and ini-
tiatives so as to detect differentiating
factors and drivers of change in our
different industries, as well as iden-
tify new business opportunities and
ways of engaging with our clients,
this for the purpose of continuing to
create added value in a sustainable

fashion.
FOCUS ON BUSINESS RISKS
Technology and cybersecurity

This is based on the importance of

having access to and appropriately

using technology that enables us to
fulfill our corporate strategy. Conse-
quently, any situation that could affect
the client’'s experience and trust in
the Company due to possible cyber
and technological risks is handled in
a timely manner.

Processes

Here it is necessary to have a flexible
operating model and be able to come
up with a swift and appropriate res-
ponse in order to meet our strategic

objectives.

Consumers

This is all about knowing and unders-
tanding the needs of our clients and
what represents true added value for
them, this in order to plan ahead and
offer the appropriate solutions

in atimely manner so as to meet their

expectations.

Channels

In order to create added value for our
clients, we have provided appropriate
access to make ourselves available
to our clients wherever, however and

whenever we are required.

Business sustainability at individual
company level

These risks corresponding to acti-
vities carried out by our core invest-
ments in the insurance, asset mana-
gement and banking sectors. In order
to deal with these risks, our Compa-
nies have Comprehensive Risk Ma-
nagement Systems firmly in place,
these based on the policy guidelines

issued by the Business Group.
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ADVANCES IN HANDLING INTER-
NAL RISKS AT INDIVIDUAL COM-
PANY LEVEL»

The most significant risks to which
our Companies have been exposed
over the last year are analyzed, ta-
king into account the characteristics,
complexity and size of their respecti-
ve lines of business, as well as parti-
cularities of all those countries whe-

re these are present.

GRUPO SURA - AS PARENT

COMPANY

Progress was made in strengthening

the Group’s Internal Risk Manage-

ment System. Our efforts in 2017

were largely confined to the following

fronts:

e From the business continuity
standpoint, we drew up a project
aimed at ensuring an adequa-
te strategy that is fit for purpose
along with procedures for dealing
with events affecting our opera-
tions and business processes.
Here, we identified the possible
impact that could be caused so as
to evaluate the processes offering
the greatest risk in the event of
any interruptions to our business
operations. We also conducted a
risk analysis so as to be able to
identify the risks and possible
scenarios that could affect our
critical operating activities.

e We also defined our risk appetite
so as to make it easier to our risk
exposure and align the objectives
of Grupo SURA with its risk pro-
file. This also served as an input
for assigning responsibilities and

setting delegation levels.

With regard to the risk management

function at subsidiary level, this is led

and executed by specialized areas,
with sufficient knowledge and exper-
tise, based on the nature of each bu-
siness. Grupo SURA has put suitable
interaction mechanisms in place so
as to be able to monitor the Group s
risk profile and the manner in which
risk is handled.

SURAMERICANA

In 2017, we consolidated the risk ma-
nagement teams of staff at all those
subsidiaries that joined Surameri-
cana the previous year. This allowed
for a greater, more holistic unders-
tanding of the risk profile behavior
patterns to which this subsidiary is
exposed. In this regard, we took into
account a series of particular situa-
tions and business contexts while
at the same time, our operations
abroad made special effort to adjust
and raise the level of maturity shown
in handling relevant issues, so as to
be able to adapt these to the Organi-

zation's risk appetites.

The Suramericana subsidiaries also
carried out various exercises in or-
der to identify relevant trends and
strategic risks, for which they took
into account their particular business
context, their operating capacity, local
market realities and, generally spea-
king, the situation of the country whe-
re they operate. The result of these
exercises provided a crucial input for
the strategic planning of these sub-
sidiaries, which, in turn, determined
their business planning, the project
portfolio and the redesign of key pro-
cesses at individual company level.

Furthermore, Suramericana carried
out multiple initiatives in terms of
risk management, the following be-
ing the main highlights:

The risk
management
function at
subsidiary level
is led and carried
out by specialized
teams of staff
with the required
knowledge and
expertise based
on the nature of
each particular
business.
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Operating risk

Risk policies. Policies for Compre-
hensive Risk Management, Business
Continuity, Crisis Management and
Reputational Risk, Prevention of Mo-
ney Laundering and the Financing of
Terrorism, Anti-Fraud and Anti-Co-
rruption Measures and the Informa-
tion Security Policy were approved
by the Boards of Directors of each
subsidiary, who also provided the gui-
delines to be followed on an internal
level.

Process risks. We consolidated risk
management controls for the Orga-
nization’s more critical processes,
in terms of operating efficiency, our
client-centric focus client, regulatory
compliance and adequate financial

reporting.

Money Laundering and Terrorist
Financing Risk: Our subsidiaries
provided employee training plans in
this respect as well as introduced
improvements to some controls in
order to implement new technology
platforms that support their busi-

ness transactions.

Preventing and detecting fraud and
corruption. Consistent with the pro-
visions of the corresponding policy
we carried out activities for structu-
ring and strengthening our anti-fraud
and anti-corruption program so as to
ensure a robust mitigation protocol
and a swift response to potential in-
ternal situations. This program is be-
ing replicated amongst our different

subsidiaries.

Reputational crisis and risk. Training
programs were developed for inter-
nal staff in charge of managing this

type of risk, this as part of our strate-

gy to strengthen the capabilities of all
Suramericana’s subsidiaries. Also,
formal channels were laid on for re-
porting any type of abnormal situa-
tion that should occur in this respect.
All Suramericana’s subsidiaries set
up their own Risk Mitigation Com-
mittees, except in the case of Brazil,
which is to follow suit in 2018. These
Committees are focused on identif-
ying risk scenarios that could have an
impact on the Company’s reputation
and reinforce subsidiary abilities to
respond to such events.

Technological risks. Understan-
ding the role of technology in leve-
raging the Organization's strategy,
a comprehensive assessment was
carried out throughout the region
in order to determine the status
of this type of risk, as well as the
effect this could have on the Or-
ganization’s ability to achieve its
strategic objectives, its operations
as well as new project develop-
ment. Risk management was also
applied when evaluating techno-
logical tools and their projected
implementation, which could re-
present a significant impact on
the strategy or operations of both

Suramericana and its subsidiaries.

Business continuity. Last year saw a
series of natural disasters occurring
throughout the region, and althou-
gh these did not affect the operating
performance of Suramericana’s sub-
sidiaries, they did test their ability to
continue operating at the expected
levels and opportunely cater to the
needs not only of our clients, but of
all stakeholder groups, including our
employees and regulatory authori-
ties. A diagnosis was also carried out

at subsidiary level to fully assess the

level of maturity gained with regard to
handling our Business Continuity as
well as draw up the required action
plans for the coming years.

Financial risk

Investment portfolio manage-
ment. Progress was made in crea-
ting tools and methodologies to
provide a comprehensive, efficient
and timely handling of the risks re-
lating to our portfolio investments,
this in order to constantly monitor
their structure and the way the cre-
dit, market and liquidity risks are
evolving. Likewise, in order to con-
tinue implementing the Group’s
Assets and Liabilities Management
System [(ALM in English), we wor-
ked on building Internal Solvency
Models for our different subsidia-
ries, with the exception of Brazil.
In this way, we put into place a tool
for periodically monitoring finan-
cial risks, based on the respective
profile of our abilities, maintaining
optimal portfolio structuring strate-
gies and ensuring adequate pricing.
This is based on a thorough unders-
tanding of the liabilities held by our
different Companies as well as the
investment alternatives offered on
the different capital markets where
Suramericana is present.

Credit Risk. In order to align the
Organization’s risk appetite, cre-
dit risk analyses were performed on
new issuers and the quotas held with
existing issuers were updated so as
to ensure that our investment port-
folios were structured based on the
guidelines defined by the Group. In
all those cases where the handling
of our portfolios is outsourced, the
different financial risks are constant-

ly monitored in conjunction with the
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corresponding investment portfolio
management firms. Finally, and on
a centralized level, we performed a
constant monitoring of the sovereign
risk inherent to each of the countries
where Suramericana is present, and
generally speaking, in each of the
economies throughout the region
along with the respective impact that
this could have at individual company

level.

Liquidity. Although the Company
manages this type of risk in a com-
prehensive fashion, using the tools
developed for our Asset and Liability
Management (ALM] function, pro-
gress was made in building direct
historical cash flows at company le-
vel and maintaining a constant moni-
toring over their cash and risk mana-
gement functions Progress was also
made with developing new models to
project more accurately our short-
term cash position, thereby facilita-
ting the cash management function

at subsidiary level.

Reinsurance credit risk. We conti-
nued to work, on a centralized level,
on conducting studies of the financial
capacity of each of our reinsurers,
and in so doing tending to the Com-
pany s credit risk and providing grea-
ter peace of mind with the third par-
ties that help us with our insurance
business. In Mexico, a Reinsurance
Scorecard was deployed with the aim
of evaluating potential losses in the
case of any incompliance on the part
of our reinsurance firms, as well as a
new methodology for calculating im-
pairment to client receivables, under
the International Financial Reporting
Standards (IFRS).

Asset impairment. We worked in

conjunction with our subsidiaries in
2017, to draw up methodologies for
calculating impairment to our ac-
counts receivable. This methodology
came about as a result of an initia-
tive taken by Grupo SURA in order to
comply with IFRS 9 which came into
full force and effect in 2018.

Technical risks

Internal solvency model and joint
asset-liability management. An in-
ternal solvency model based on the
Solvency Il guidelines was deployed
by all our subsidiaries, with the ex-
ception of Brazil where this is to be
introduced in 2018. This capital mo-
del better reflects the risks to which
the Company is exposed and shall be
used as a tool for making risk-ba-
sed decisions. This tool also serves
to evaluate the aggregate effects of
the risks to Suramericana’'s parent
company as well as its subsidiaries,
so as to impact the impact of this type
of risk on the Group “s equity position

as a whole.

Reserve Risk Management. A sys-
tem was implemented the purpose
of which is to guarantee adequate
levels of reserves that are calculated
based on comprehensive information
thereby enhancing the decision-ma-
king function. The Risk Management
Department ensures that all those
involved in this process are perfectly

aligned and have a defined role.

Equity allocation. The Internal
Solvency Model deployed in 2017,
allowed several subsidiaries to allo-
cate their assets to individual solu-
tions, based on how much capital
each one required, according to the
level of risk inherent to each solution.

Efficient  reinsurance  frontier
approach. An efficient reinsurance
frontier model was drawn up for all
countries where Suramericana is
present, that allows us to unders-
tand the effect that different reinsu-
rance alternatives have on risk and
return. This model in turn allows us
to pinpoint all those alternatives that
provide the highest returns, given the
level of risk defined by the Company’s
risk appetite.

This frontier also allows us to eva-
luate the total amount of capital that
is required in order to subscribe an
insurance portfolio, by adding the
capital provided by the reinsurer and
the insurer, thus ensuring the lowest
possible amounts in order to provide
the client with the most efficient so-
lution in terms of transfer costs.

Lastly, audits were carried out in 2017
on our risk management systems,
and, as a result, room for improve-
ment was found and addressed and,
today, action plans have been put in
place to increase the system’s level

of maturity.

Main challenges

The challenges posed on a regional
level in 2017 continue on our radar for
2018. The Organization is being called
upon to prospectively manage the
low growth rates obtained in some
economies, which result in growing
demands within the business en-
vironment with regard to transpa-
rency, innovation, sustainability and
competitiveness. Structural reforms
from the monetary, fiscal, social and
economic standpoints are also on the
legislative agenda for some countries
within the region.

Grupo SURA has
put adequate
lialsoning
mechanisms In
place so as to be
able to monitor
the Group s risk
profile and the
manner in which
risk is handled.

In that context, 2018 shall doubt-
lessly pose challenges for our risk
management staff with regard to the
operating aspects of each of our sub-
sidiaries as well as well as the wider
business environment in which they
operate and apply their strategies.

These challenges include:

e Regulatory progress with regard
to risk management.

e Political and government chan-
ges throughout the region.

e Highly volatile economic environ-
ments.

e Changes in core technology pla-
tforms, both on a business and
financial level.

e Trend and risk monitoring.

e Implementing delivered metho-
dologies.

e Consolidating the regulatory re-
quirements introduced by Solven-
cy Il at subsidiary level in Mexico
and Chile.

e Strengthening the risk manage-
ment culture in each of our sub-

sidiaries.

SURA ASSET MANAGEMENT

Sura Asset Management’s Risk Ma-
nagement model was further defined
in 2017, based on the elements hel-
ping to create added value with its
Internal Control System (SCI) and the
articulation throughout the Company
of its strategy, governance, structure,
information, culture, methods, me-
thodologies and processes, all un-
derpinned by a common language.
Progress was also made with identif-
ying opportunities and weaknesses in
all those countries where the Com-
pany is present, so as to be able to
standardize the differences obtained
as we endeavor to introduce this mo-

del on a Company-wide level.

SURA Asset Management is moving
ahead with a project that is enabling
its strategy with regard to its Internal
Control System Architecture (ICSA).
Its main objectives are: to strengthen
its Internal Control System model;
harness synergies existing between
the Organization’s different lines of
defense and its existing processes;
improve the visibility of the Com-
pany’s risk exposure; and strengthen
the Organization’s culture in this
respect, thereby inspiring greater
trust on the part of our stakeholder

groups.

Operating risks

The Company continued with its pe-
riodic risk level monitoring in 2017 as
well as its handling of the operating
risks to which its business is expo-
sed, while managing and conducting
follow-ups on all those plans aimed
at addressing and resolving the fin-
dings and incidents thus detected.
The Centers for Operating Risk Ex-
cellence continued to seek out syner-
gies between the staff of our Corpo-
rate Headquarters, subsidiaries and
associated companies. These are
some of the main advances obtained.

Reputation Risk

Follow-ups were carried out at subsi-
diary level, and we worked on evalua-
ting the risk of fraud on an individual
process level, both at our Corporate
Headquarters as well as on a subsi-
diary and associated company level.
We employed risk matrices for this

evaluation.

Business continuity. Based on the
methodology approved by SURA As-
set Management, last year we laun-
ched our business continuity pro-

gram beginning with our Corporate
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Headquarters and have maintained
the activities and programs being
implemented by each subsidiary, with
these planning and executing tests
that allow for this program to be up-

dated and refreshed.

The Company's Mexican subsidiary
suffered one of the main impacts
occurring in this respect in 2017
namely the earthquake that rocked
Mexico City; although one of the main
buildings was lost, operations were
almost completely restored in just
a week, without any victims being
reported. This led us to review our
business continuity plans from other
standpoints, considering this as a
great learning opportunity for the rest
of our subsidiaries who are exposed

to the same type of natural disaster

Supplier risk. A methodology was
deployed to control exposure to risks
that could affect the Organization's
ability to attain its goals, focusing on
the analysis of supplier risk and the
corresponding risk assessment so as
to be able to standardize metrics and

concepts at subsidiary level.

Technical and business risks

There was a greater focus last year

on the Company’'s profitability and

balance sheet, with various mea-
sures being taken including the fo-
lowing:

e Senior Management was provi-
ded assistance with evaluating
the profitability of SURA Asset
Management Strategic Projects.

e Tools and methodologies were de-
veloped to standardize the value
metrics of the fund management
as well as stock brokerage firms,
in order to track the way in which

added value is being created by

all those new Investment Savings
and Asset Management lines of
business, this as part of the wider
strategic planning process.

e Methodologies, policies and tools
were also drawn up for adopting
IFRS 9 with regard to recognizing
the expected loss on portfolios
of financial assets measured at
cost.

e The exhaustive work of standar-
dizing and unifying concepts con-
tinued, with a focus on the profi-
tability metrics of our Voluntary
Savings products. We shall conti-
nue to stabilize the way in which
parameters are calibrated and
value metrics are calculated in
2018 so as to include these in the
Company’s monitoring program.

e Assistance was provided to all
those leaders of Strategic Pro-
jects with assessing their Stra-
tegic Risks. One of the more re-
levant dimensions here is how to
handle risk within the business”
particular context and with a
special focus on adapting our va-
lue-added offering to the needs of

our clients.

Financial risk

SURA Asset Management and its
subsidiaries manage and develop in-
vestment and savings products, and
consequently they are exposed to the
financial risk inherent to the assets
in which investments are made. The-
refore, SURA Asset Management im-
parts guidelines for its subsidiaries
to establish governance structures
and procedures for effectively hand-
ling this type of risk, which involves
socio-environmental and corpora-
te governance factors. Significant
progress was made in the following

areas in 2017.

With regard

to their risk
management
functions,

Grupo SURA's
subsidiaries

are faced with
the challenge

of evaluating

the impact of
regulatory and
government
changes due

to take place In
2018 as well as
the performance
of the region’s
economies on
their different
lines of business.

Market Risk. An initiative called Eu-
reka was structured, with the aim of
centralizing the investment informa-
tion pertaining to the portfolios ma-
naged by SURA Asset Management.
A stress testing methodology was
also developed, which simulates di-
fferent economic scenarios for the
purpose of analyzing their correspon-
ding impact on investment portfolios
(what if].

Credit Risk. The methodology de-
veloped by the Center of Excellen-
ce was revamped so as to provide a
more in-depth analysis of issuer cre-
ditworthiness. The number of issuers
analyzed using this new methodology
increased.

Mutual Funds. A new index fund
management evaluation model was
created to allow the Company to eva-
luate in a much more specialized fas-
hion the companies heavily investing

in the different countries.

Alternative assets. The Center of
Excellence for Alternative Assets was
created, which is responsible for eva-
luating private equity, infrastructure
and real estate investments. Althou-
gh these types of assets help to di-
versify the Company’s portfolios, they
nevertheless require specialized eva-

luation teams given their complexity.

Asset Management Unit. The corres-
ponding risk structure was drawn up,
bearing in mind its processes, staff

and governing bodies.

Investment quality. In addition to fi-

nancial risks, environmental, social

and governance (ESG) factors are
also duly monitored. These are im-
portant pillars to taken into account
when making investment decisions
since they seamlessly connect up
with Grupo SURA's responsible in-
vestment policy. In keeping with Sura
Asset Management’'s commitment
to its business sustainability and its
stakeholder engagement, in some
cases potential investments in pro-
jects or controversial assets were
turned down since they did not com-
ply with basic ESG standards.

Main challenges

The challenges for managing Opera-
ting Stability Risk are focused on con-
tinuing to consolidate the supplier
risk management function at indivi-
dual company level, gaining a greater
level of maturity with regard to fraud
risk assessments, implementing the
Governance, Risk and Compliance
(GRC] tool for handling operating
risk, as well as continuing to provide
operating risk support for corporate
projects.

Similarly, SURA Asset Management
is developing a new methodology for
classifying information assets, identi-
fying the type of information that the
Company has collected while at the
same time guaranteeing its confiden-
tiality, integrity and availability and
providing proper protection through
efficient controls. This is allowing
Sura Asset Management to enhance
its handling of physical and functio-
nal risks from a technological stan-
dpoint. This Company is also working
on defining its corporate IT security

model, which shall allow it to:

e Define its security governance
function.

e Develop new information protec-
tion policies in keeping with the
Company’s digital transformation
and evolution.

e Optimize its IT Risk Management
Framework, identifying and co-
rrelating IT security risks, threats
and vulnerabilities from the te-
chnological, cybersecurity and
information security standpoints.

e Define processes and indicators
for identifying, preventing, de-
tecting and addressing security

events.

This shall have three effects: (i to
increase the level of maturity of its
controls with regard to the operating
aspects of the different processes
carried out by the Company and the
technology that underpins said pro-
cesses; (i) to help reduce the risk in-
herent to the use of information tech-
nologies that could be exacerbated by
our digital transformation strategy;
and (i) to identify new risks, trends,
emerging threats and vulnerabilities,
threat agents and attack vectors to
which the organization is constantly

exposed.

SURA Asset Management has conti-
nued with its efforts in terms of con-
tinuous improvement, reinforcing the
commitment of its different lines of
defense so as to be able to take up
positions and make decisions in su-
pport of its technological and infor-

mation risk management function.
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THE JUNGLE PENDULUM

You can see the Torogoz huddled in
the hollow of a tree, as if it were tr-
ying to hide. They say that he likes
to be alone, although he behaves
like the most generous and attenti-
ve of parents with his offspring; and
his idea of family has indeed attrac-
ted the greatest praise. What is not
usually talked about is the fact that
the Torogoz looks for a remote hole
in a tree in the middle of the jungle
which it turns into a type of clock
tower, which is why they call it "the
clock bird” since the pendular mo-
vement of its tail indicates where to
go to shelter from the rain and warns
of changes in the weather, mudsli-
des, droughts and rains; the Torogoz
is quick to announce this news the
instant the wind darkens the sky,
even when the sun is at its zenith; he
celebrates with his song when the
full moon comes out at night with a
throaty magical cwaanhoho sound;
and this he repeats over and over
again while swaying in sync with the
leaves on the trees. So, we can safely
conclude that its small size is indeed
deceptive: since more than a watch-
man, the Torogoz relays the pulsa-
tions of the forest and everything that

04

lives there.
TOROGOZ
Scientific name: Eumomota superciliosa
Class: Birds
Family: Momotidae
Order: Coraciiformes
Region: El Salvador
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IN GRUPO SURA

this based on an organizational
culture that facilitates and
encourages employees to build
upon their skills and abilities, such
as creativity and experimentation.

Grupo SURA has mapped out the
challenges, opportunities, strengths
and risks facing the Company and
designed a comprehensive innova-
tion system, in order to further the
Group s sustainability and enable
it to respond quickly and effectively
to changes in its business environ-

ment. For this reason, we must be

PLATFORMS PERTAINING TO OUR INNOVATION SYSTEM

Time horizons

HORIZON 1:
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ACCELERATION

HORIZON 2:

able to broaden our overall view of
things so as to acquire a more global
vision, since the changes occurring
in faraway corners of the planet can
move at great speed, breaking down
borders and affecting industries, bu-
siness models, customers, sharehol-
ders and economies in general.
Grupo SURA s Innovation System is
based on a strategy aimed at setting
up, developing and consolidating five
interconnected platforms, thereby
helping to acquire and/or create new
companies or business models and
systematically accelerate their grow-
th. With that aim in mind, methodolo-
gies and techniques are learned and
applied so as to be able to adequately
manage all those risks associated
with innovation, thereby increasing
the probability of success. The pur-
pose of this System is to connect up
the individual innovation systems of
all those Companies that belong to
the SURA Business Group and en-
courage project development over
the long term.

OBSERVATORY
Our Observatory lies at the heart of
our innovation system and provides

the opportunity for obtaining and

HORIZON 3:
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INNOVATION SYSTEM FOCUS IN 2017

ENTREPRENEURSHIP VENTURING PROGRAM

1 Introducing new companies 1 Introducing new companies
to the portfolio. to the portfolio.
2. Experimental culture 2. Providing information
3. Detecting entrepreneurial on applied emerging
in-house talent. technologies and non-
traditional competitors.
3. Detecting entrepreneurial
talent.
4. Enabling the transformation
of the Group’s Companies

furthering our knowledge and capa-
bilities which form an important di-
fferentiating factor for Grupo SURA
and its investments. This mainstay
has already been addressed in Chap-
ter 3 of this Report. We include the
following detailed information regar-
ding the platforms on which major
developments and advances were
~>made during the last year.

CORPORATE VENTURING PROGRAM
QOur corporate venturing program,
called SURA Ventures, continues to
make great strides with its conso-
lidation, in alliance with Veronorte,

a firm specialized in managing this

[ Y
Lry0ay00 N
.

type of investment. This is an impor-
tant platform for our Innovation Sys-
tem, since it serves as a lookout for
identifying new applied technologies,
new business models and emerging

competitors.

Consequently, it provides Grupo SURA
with a fresh take on the opportunities
that are opening up today in the finan-
cial services industry, and the way new
players are responding to the challen-
ges posed by our environment. The
other advantage this program offers

is enabling and promoting significant

ACCELERATION

1 Accelerating the growth of
businesses in which we hold
a share or have particular
interests, or where we
have identified substantial
potential.

2. Conducting a first look
at companies offering
substantial potential.

3. Detecting entrepreneurial
talent.

levels of transformation for Grupo
SURA's different lines of businesses
so as to ensure that they remain com-
petitive and sustainable.

After identifying opportunities in our
own particular industries, in 2017
we continued to invest in Compa-
nies showing substantial potential
for innovation, transformation and
exponential growth. These opportu-
nities were identified in the different
countries where the Group is present,
mainly those offering mature innova-
tion systems. This is allowing Grupo
SURA to focus on the business of the
future, enabling and speeding up the
pace at which our Companies are
transforming their strategic invest-
ment portfolios.

103-3

Over this last year, at total of 363
opportunities were evaluated in more
than 18 countries, 5 of which were
included in the SURA Ventures por-
tfolio, as discussed later on in this
Chapter. 155 other companies are
in the pipeline, some at later stages
than others, based on the financing
initiatives that have been deployed in
search of investors, as illustrated on
the next page.

COMPANIES ANALYZED BY SURA VENTURES IN 2017
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North America Latam Colombia Europa Africa and Central

363

Oceania America Companies
analyzed
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70 discarded
60 ..................................................................................................................................................................................
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50 .................................................................................................................................................................................. Companles Of
interest
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2
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BREAKDOWN OF COMPANIES BEING EVALUATED
BY SECTOR
155 companies in total
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BY FINANCING STAGE
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Series A Series B Seed/Angel Serie C
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With the help of this platform and its
wider Innovation System, Grupo SURA
is positioning itself on a global scale as
one of the most significant corporate
venturing programs in Latin America,
thus ensuring a constant stream high
quality business, as well as a better
positioning and more attractive condi-
tions for companies pursuing potential
alliances.

As a result, progress is being made in
developing new organizational capabili-
ties for the Company to become a desi-
rable investor, these include (i) broade-
ning its field of vision, by interacting
with non-traditional companies outsi-
de the countries where the Business
Group operates today; (i} increasing
our investment horizon; and liii) incor-
porating elements of systemic change
in our current business model.

As part of this process, we have been
able to consolidate a network of part-
ners in different countries, who are
helping us to identify investment
opportunities in our main sectors of
interest, all leveraged by new tech-
nology solution development: fintech
(financial services), insurtech (insu-
rance] and healthtech (health). Gru-
po SURA has invested a total of USD
22.1 million in a venture capital fund
as well as in 8 new companies of the
past two years, five of which received
funding in 2017 namely Clover, Mo-
neyLion, Driver, Pager and Trov. The
benefits of SURA Ventures. This pro-
gram provides important feedback for

our Observatory, helping us to appre-
ciate first-hand how other companies
are using technology to generate new
business models and identify some of
the tools that Grupo SURA s strategic
investments could well use to drive
their business transformation.

SURA Ventures also serves as a win-
dow for identifying, in advance and
at an early stage, emerging and less
visible competition, so that alliances
can be formed to facilitate our busi-
ness evolution. From this first-hand,
applied perspective, we identified
certain models that can be adapted to
the needs of our clients and business
environment in all those countries
where the SURA Business Group ope-
rates, as well as form new companies
as part of the parent company “s intra-
preneurship program called E3 or the
innovation laboratories of each indivi-
dual Company.

Another notable highlight in 2017 was
having built up a network of partners
who are able to provide us access to
the best business ventures. The fact
that we have hooked up with the most
representative venture capital funds in
the world is also enhancing our vision
of the future, through the exchange of
different points of view regarding cu-
rrent and emerging trends and how
these are shaping the future of the

financial services industry.

Grupo SURA has a network of 67
funds around the world that are also
constantly monitoring the business

environment, so as to identify all those
companies that offer substantial dis-
ruptive potential and are able to come
up with value-added solutions. In this
regard, the SURA Ventures program is
recognized within this network for its
serious commitment, in-depth analy-
ses, rigorous processes, reciprocal
relationships as well as the caliber of
the companies that form its portfolio.

Ultimately the greatest strategic value
to be obtained from this program sha-
ll be the ability to receive and trans-
fer knowledge to the Companies that
make up the SURA Business Group,
along with new and important techno-
logies and business models that are
capable of making a real difference,
thereby helping to drive a constant

pace of evolution.

Grupo SURA has
invested a total of
USD 22.1 million

in this program’s
venture capital fund
as well in 8 other
companies over the
last two years, five
of these investments
having been
completed in 2017.

SURA VENTURES INVESTMENT PORTFOLIO
PERFORMANCE

VENTURES | Sura %
e

Clover @ MoneyLion

LendingHome Driver trov
alkanza pager
BOLD e
Acsendo
®
® ® () ® ® ® ® ® ®
INVERSION INVERSION
@ HEALTHCARE @ FINANCIAL SERVICES @ INSURANCE @ SOFTWARE AS A SERVICE @ RISK CAPITAL

Levels are proportional to the amount invested

ANNUAL REPORT 2017

o
-



GRUPO SURA

INVESTMENTS CARRIED OUT IN 2017

Clover [

AUS health insurance company focu-
sed on improving the health of its pa-
tients while reducing operating costs.
Its clients are aged 65 and over, who

suffer from chronic disease.

Clover offers an advanced analytical
framework allowing for a more pre-
vention-based model while offering
an outstanding user experience, a
culture of continuous improvement
based on experimentation, as well
as the ability to make informed deci-
sions regarding patient management

based on real-time information.

This US health care technology com-
pany based in San Francisco, created
a platform for developing different
cancer treatments and optimizing
access to such. Its first business mo-
del has to do with a marketplace, sin-
ce it boasts a platform that connects
up and empowers cancer patients to
get to know what the best treatments
are and, in turn, allows the pharma-
ceutical industry to find the right type
of patient in order to perform clinical
tests and obtain regulatory approvals

for new medications and treatments.

The Company’s on-going business
plans include the later deployment of
a collaboration model with pharma-
ceutical companies for the purpose

of developing precision medicine.

trov

This insurtech offers an insurance
platform on demand, which provides
insurance for objects by micro-mo-
ments in a simple and transparent
fashion. Its offering is underpinned by
technology that allows the Company
to adjust its risk based on people’s
behavior patterns. It also offers a so-
lution for insurance companies, which
consists of making available its tech-
nological platform that offers insuran-
ce on demand to the final consumer

with its own brand of insurers.

INVESTMENTS CARRIED OUT IN 2016

Acsendo 'Y )

This Colombian “software as a ser-
vice” company (SAAS] allows Latin
American companies to manage,
evaluate and quantify the performan-
ce of their staff in order to increase
their effectiveness for which a targe-
ted evaluation program can be im-
plemented in order to interpret the

findings obtained.

alkanza

e MoneyLion {

This company has developed a perso-
nal finance management platform with
marketing, sales, financial product
management and an in-depth knowle-
dge of the client. This is underpinned
by a personal finance management
application, which collects data that is
later examined using the latest tech-
nology and advanced analytical models
so as to optimize the client’s finan-
cial management capabilities, analyze
their respective risk profiles, develop
tailored products and recommend di-
fferent financial instruments, accor-

ding to their corresponding profiles.

In the United States, it offers its ser-
vices directly to people who register
their bank accounts with MoneyLion
for the purpose of receiving loans, fi-
nancial product recommendations
from third parties and strengthening
MoneylLion’s analytical platform. At
the same time, the Company provides
its platform to banks in other countries
under its own brand.

LendingHome

pager

This health care technology company
operates in the United States and
offers a platform based on artificial
intelligence, mobile and web appli-
cations, and a network of MDs, in
order to digitally and remotely mana-
ge the patient’s relationship with the
health system (insurers, clinics and
professional doctors). This makes
it easier for patients to navigate the
health care system and gain access
to health services in a cost-effective
fashion, avoiding intermediaries and
having to enter the system through
emergency rooms when this is not at

all necessary.

The greatest strategic
value offered by SURA
Ventures lies with its
ability to receive and
transfer knowledge
so that Grupo SURA's
Companies may
apply important new
technologies and
business models,

so as to make a real
difference and help
drive their growth.

BOL CAPITAL
PARTNERS

GRUPO

VALUABLE CONTACTS THROUGH SURA VENTURES

This US fintech based in Silicon
Valley, California, develops robo-
advisory software for structuring and
managing financial portfolios using
advanced statistical  techniques,
numerical methods, computation

and artificial intelligence.

This US technology company based in
San Francisco has developed a digital
marketplace, focused on serving the
North American mortgage market.
This company offers tailor-made pro-
ducts [mortgage loans) using a fast,
efficient and transparent design pro-

CESS.

This venture capital fund is managed by
Peter Diamandis, a co-founder of the Sin-
gularity University. This fund focuses on
technology companies that are still at an
early stage of growth but are led by entre-
preneurs who are able to create solutions
for solving humanity ‘s greatest challen-
ges, this based on exponential technolo-

gies.

e SUra>

SEGUROS, TENDENCIAS
Y RIESGOS

suras

ASSET MANAGEMENT

® suras

® Eu;oncolombia: o A?US

The companies that form part of SURA Ventures are holding con-
versations with strategic investments in order to identify possible
value-added relationships. To date, we have formed alliances with
two of these, which in the space of less than a year are providing
the Company with a stream of revenues.
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v ENTREPRENEURSHIP AND

NEW BUSINESS

Some of the major cross-cutting cha-
llenges that face the financial services
industry today, regardless of their geo-
graphical location, include (i) being able
to provide access to the system, that is to
say, being able to configure an inclusive
system; (i} continuing to inspire trust,
which can be eroded when going from
a centralized entity to networks; and (ii)
bringing down high transaction costs,
due to the systems on which these enti-

ties conduct safe operations.

This has led to more and more compa-
nies deciding to create a real disruption
within the industry. For this reason, Gru-
po SURA offers added value in many of
the solutions it provides in order to resol-
ve basic and universal problems, through
the more mature innovation ecosystems
that are being examined by SURA Ventu-
res and at our observatory, as platforms

for its Innovation System.

These business models and new solu-
tions represent a clear opportunity upon
being adapted to the particular charac-
teristics of the environments in which
the Organization's business units opera-
te. This in turn provides feedback for the
intrapreneurship program and challen-
ges us to adapt models and truly “own”
our technology, based on an in-depth
knowledge of market realities, while
creating new businesses with Grupo
SURA’s back-office support, know-how

and networking capabilities.

In this regard, the E3 program is an ini-
tiative that began during the second half
of 2017 bringing together some of the
best human talent that the Organization
has to offer for the purpose of building

new lines of business for the Company.

After an open, in-house call for submis-
sions, the E3 program got off to a good
start by selecting 12 of Grupo SURA's top
employees from the standpoint of job ex-
cellence, innovative thinking and entre-
preneurial potential, with the approval of

their direct superiors.

This team received training from inter-
national experts, where they learned to
overcome mental biases, demonstrate
leadership, drill down on innovation me-
thodologies, new business models, finte-
chs, design and user experience, as well
as evaluating and investing in new busi-
ness ventures, all of which are vital tools
for creating new projects. These team
members dedicate one day a week (20%
of their time) to working on creating new

business within the Group.

At the same time, E3 serves as a plat-
form for experimentation where hypo-
theses are explored and tested and the
corresponding prototypes are construc-
ted. The team is governed by rules diffe-
rent from those of the rest of the Organi-
zation, since they have more opportunity
for making mistakes and learning from
these, thereby allowing them to perceive
risk from a different angle. This initia-
tive is currently responsible for several
projects addressing issues such as in-
clusion, financial education, disinterme-
diation, among others, work on these is

scheduled to continue in 2018.

ACELERACION

Suramericana shall
be consolidating its
Trends and Risk
Management function
in 2018 as a guiding
and enabling driver pf
Innovation in all those
countries where it is
present.

> ACCELERATION PROGRAM

We made substantial headway in 2017
drawing up Grupo SURA’s Accelera-
tion program, the purpose of which is
to boost the growth of all those busi-
nesses that are of interest to us or that
offer substantial potential, this at an
early stage. This is the last component
implemented by our Innovation System
since it allows us to take a first look at
companies offering substantial potential
and detect entrepreneurial talent which
we need to support the Company’'s En-

trepreneurship program.

In order to create added value and boost
growth, we have helped all those compa-
nies that form part of the SURA Ventures
portfolio to enter into conversations with
the Group's strategic investments, with
a view to accelerating new growth in the
form of opening new markets in Latin
America. This in turn is aimed at forming
alliances and taking advantage of new

business opportunities.

The Acceleration program is also hel-
ping Grupo SURA to become an impor-
tant player with regard to innovation in
Latin America as well as scaling down
to subsidiary level all those initiatives
offering the greatest potential down, this
being one of its more pressing challen-
ges. Thus, by connecting up the incuba-
tion systems of each individual company,
Grupo SURA shall help by going that
“last mile” in creating spin-offs, which in
turn shall enhance the entrepreneurship
ecosystem both in Colombia and the rest

of Latin America.

INNOVATION AND ENTREPRENEURS-
HIP AT SUBSIDIARY LEVEL

Suramericana

Suramericana’s strategic vision and bu-
siness planning are firmly grounded in
its Trend and Risk Management program
which is allowing the Company to detect
new opportunities, assess strategic ris-
ks and, through a systematic analysis of
consumer behavior patterns and identify
all those trends or risks that could have

the greatest impact on our clients.

Understanding that a trend that is igno-
red could well turn into a risk and that
a monitored trend can fast become an
opportunity, innovation is clearly the next
step to be taken on the basis of a trend
and risk management assessment. This
premise must be upheld in everything
the Company does, that is to say, by all
areas of the business and must involve

allits employees.

Here all the Group’s subsidiaries con-
ducted Trend and Risk Management as-
sessments in 2017, which resulted in im-
proved processes and new solutions, as
well as better detecting changes in the
subsidiary s business environment, the-
reby taking innovation one step further.
The following is a brief description to the
initiatives carried out and the progress
made by Suramericana’s subsidiaries in

different parts of Latin America.
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Argentina. Last year this subsidiary in-
vested in co-creating initiatives, this
being understood as multidisciplinary
efforts for a kick-off project that was
subsequently carried out for developing
a telematic platform for expanding digi-
tal tools to be used by both the Company
and its clients. This platform is expected
to be launched in March 2018.

Brazil. An agreement was reached with
HSM, a knowledge platform that serves
as a bridge between the global stage and
the local reality in driving the Company’s
performance from an innovation stan-
dpoint. This subsidiary was also actively
involved in insuretech forums and wor-
kshops and even hooked up with Amazon

in order to provide cloud services.

Chile. Suramericana’s subsidiary in
this part of the world decided to create
four solutions that can be entirely ma-
naged on-line through Direct Channel;
one of these solutions is a road/vehicle
insurance payable per kilometer, which
incorporates technology and product
adaptation. Seguros SURA Chile also in-
vested in its own mobile app to support

all solutions offered to its clients.

Colombia. The Suralab innovation lab
continued to expand in 2017 when a total
of seven projects were launched along
with different training and innovation
programs for both employees and the
public at large, with the help of students,

employees and outside partners.

El Salvador. A multidisciplinary team
of staff was formed in May 2017, for the
purpose of handling trends and risk. This
team acts as investigators, observing the
latest trends, drilling down on those that
become more repetitive and analyzing
these so as to determine the feasibility

of proceeding further.

Panama. Solutions were created, defi-
ned and optimized, in order to meet the
needs of our clients and enhance our

operating processes.

Dominican Republic. Our innovation
strategy in this part of the world is aimed
at implementing strategies to improve
our ability to serve our clients, including
our help line and the online services
offered on our website. Our short and
mid- term plans in this respect including
redesigning our website and introducing
new innovative features such as online
payments, on-line policy renewals and

WhatsApp chats.

Uruguay. Investments were made in a
telematics project in this country, the-
reby facilitating digital solutions and ma-
naging relationships with entities such
as Uruguay’s Chamber of Commerce,
the Interactive Advertising Bureau (IAB),
the Uruguayan Association of Insurance
Companies (AUDEA in Spanish), and the
Latin American Association of Maritime
Underwriters (ALSUM in Spanish)

Challenges facing Suramericana

e To continue consolidating its Trend
and Risk Management program to
facilitate the innovation capabilities
of its different subsidiaries, antici-
pating trends and achieving more
effective solutions in keeping with

client needs.

e To encourage and prioritize oppor-
tunities for our employees to think
about and discuss the latest trends
while launching initiatives aimed at
allowing us to become more rele-
vant and reach out to new client seg-
ments.

e To provide new channel access, ba-
sed on the latest technology, that
allows us to get closer to our clients,
whenever, wherever and however we
are required.

e To invite and consider different
viewpoints when creating new solu-
tions and services.

e Toachieve greater acceptance, brand
recordal and word-of-mouth recom-
mendations by providing services
and solutions that deliver greater le-
vels of well-being, competitiveness

and sustainability.

Sura Asset Management:

Colombia. Innovation was defined as an
organizational priority as well as a stra-
tegic guideline for Proteccién S.A. Con-
sequently, on October 1st, 2017, a team
of staff was formed for the purpose of
developing and articulating this organi-
zational capacity, reporting directly to the

Company’s Chief Executive Officer.

In June 2017, Proteccion became the
first company from the Colombian fi-
nancial sector to obtain due certification
from the Research, Development and In-
novation Unit of Colciencias which is the
Colombian Government’s Department
of Science, Technology and Innovation. It
was also nominated for the awards given
by the Colombian economic journal, Por-
tafolio, specifically in the Innovation ca-
tegory. The following highlights include
the practices, projects and outstanding
achievements relating to innovation and
new businesses:

e Project Scaling + Proteccion.

e The “Always Active” pilot project, in
conjunction with Habitat, one of Gru-
po SURA's growing investments.

e The "We do it for you” pilot project,
in conjunction with our partner
ALKANZA, a company that forms
part of the SURA Ventures portfolio.

e The REDI Project, in partnership with
ARL SURA and Comfama, the Colom-
bian Family Welfare Institution.

e Strengthening our innovation culture
by designing and developing initiati-
ves such as providing basic innova-
tion training, staging the Innovation
Movers program, holding a seminar
on innovation tools as well as Protec-
cién’s Second Annual Innovation Fair.
Approval was obtained for the In-
novation Movers program thereby
obtaining access to tax benefits
through the Colombian Governmen-
t’s Department of Science, Techno-
logy and Innovation (Colciencias) this
consisting of a COP 385 million tax
deduction for 2017.

¢ Drawing up intellectual property
protocols for employees, universities

and suppliers.

Mexico. The innovation strategy in this
part of the world was deployed on two

fronts: innovation or experimental cultu-

re, which includes initiatives for identi-
fying innovation ambassadors and sta-
ging applied innovation workshops for
addressing internal challenges; and an
open innovation culture, which allows
the innovation and entrepreneurship
ecosystems to liaison with each other in
identifying new business opportunities
and providing more exposure through
new forums. Several initiatives were
carried out on both fronts in 2017 inclu-
ding:

e Creating a new innovation metho-
dology, based on tools provided by
different models that can be easily
adapted and applied.

e The Coffee Brain forum was staged
for more than 300 employees, to
which experts from the innovation
and entrepreneurship ecosystems
were invited to discuss how new
trends and new technologies are to
be approached.

e The innovation and collaboration
methodology was deployed among
various areas and departments for
the purpose of addressing internal
challenges, which in turn gave rise to
five incremental innovation projects.
Approval was granted at these wor-
kshops for implementing three solu-
tions that began with ideas from the
prototype and evaluation stages with

real users.

The SURA Acceleration Program: this
platform was launched in June 2017,
providing an opportunity for the entre-
preneurship ecosystem to collaborate
with SURA Asset Management Mexico
in the joint solution of challenges as-
sociated with their businesses, through
pilot projects staged for the purpose of
evaluating their value offering, techno-
logy and integration capabilities. This
program is a great source of innovation

while creating the means for identifying

SURA Asset Management

Is concentrating on

forming a comprehensive

vision of innovation that

facilitates the harnessing
of synergies between all

of Its operations.

possible alliances for creating new busi-
nesses. More than 80 startups postula-
ted when we first called for submissions,
which produced 16 finalists, 6 of which
were selected for subsequent execution

with 5 of these already executed.

Finally, the feedback obtained from con-
sultants and entities belonging to the
entrepreneurship ecosystem evidences
that the Company is pursuing a sound
and clearly-defined innovation strategy
while remaining open to new initiatives

in this regard.

Challenges facing SURA Asset Mana-

gement

e to maintain and enhance the effect
that an experimental culture has on
the Company’s employees

e to implement the innovation pro-
jects resulting from the initiatives
taken in 2017.

e To consolidate our comprehensive
innovation vision on a regional le-
vel, taking into account the different
initiatives being carried out at indivi-
dual country level as well as facilita-
ting the harnessing of synergies.

e To obtain a well- differentiated cul-
tural identity along with an optimal
communication channel for all that

relating to innovation.
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Entrepreneurial leaders
in the "VUCAH" age.....

The world has faced great changes since the end of the
70s: the opening of Chinese economy after the death of
Mao; the rise of the Asian Tigers; the fall of the Berlin wall,
the disappearance of the majority of the military juntas that

previously dominated Latin America, the emergence of India
on the world stage, the "WWW" technology, digitalization and
mobile communications whose coverage extends across the

entire world.

These changes have produced higher le-
vels of VUCAH: Volatility, Uncertainty, Com-
plexity, Ambiguity and Hyperconnectivity.
VUCAH is phrase that was made popu-
lar by the former Secretary of Defense of
the United States, Donald Rumsfeld, and
Hyperconnectivity was later added by my
colleague, Professor Anirudh Dhabar. VU-
CAH has created unique opportunities, but
also many challenges. Companies that do
not face these challenges pay the price.

Think of the Fortune 500 companies in
the United States. Only 202 of the com-
panies that appeared on this list in 1980
remained in 2000. Those that no longer
were listed were either acquired, mer-
ged, or divided up. In the 60's, a Fortune
500 "Goliath’ remained on this list for an
average of 60 years. That number today
has dropped to 15 years. Things are not
so different outside the United States.
The top 1000 global companies are disa-
ppearing faster than ever. In most cases,
the old "Goliaths” of the business sector
have been removed from power or de-
throned by fast, flexible and enterprising
"Davids” such as Amazon, Google, Fa-
cebook, Netflix, Alibaba, Xiaomi, Haier,
Huawei, Micromax, Airbnb, Uber, Work-
day, Spotify and others. In Colombia, we
have D1 and Tostao.

It is not that Kodak, Sony, Nokia, Blac-
kberry, Blockbuster and Sharp have not
been able to see into the future. Many
had the right technologies and recogni-
zed the fundamental changes in consu-
mer needs. They had abundant human
and financial resources and worked
hard to maintain their dominant mar-
ket shares. And yet, they disappeared,
why? Some resisted abandoning their
outmoded business models that had
served them so well and for such a long
time. Others took a long time to make
the transition from analog to digital, and
some even fell prey to the arrogance and
inaction of its leaders.

The VUCAH age needs a new kind of lea-
der - an entrepreneurial leader (EL) - a
person who thinks and acts like an entre-
preneur. Conventional leaders are 'risk
managers'. They focus on the existing
business - keeping it productive and on
track - keeping current customers happy,
meeting sales and profit goals, and stud-
ying what the well-known competitors
do. Risk is an important issue for these
leaders because they have a lot to lose.
But by focusing their shortsightedness
on the risks to which their existing bu-
siness is exposed, they lose sight of the
future. ELs also keep a watchful eye on

Special guest

their current business, as they should,
but most of their attention is focused on
what is after all an uncertain future.

Risk and uncertainty are fundamentally
different. Risk refers to what is known
and knowable, that is to say, current
customers and competitors, current
products and distribution channels,
monthly production and sales figures,
and today's technologies and business
models. Risk management is fed with
data from the past and uses histori-
cal data to calculate risk and make
decisions. Spreadsheets, net present
values, projections and analyses of
potential situations are the preferred
tools. Currently, there is no shortage
of risk managers; any person who has
a degree in business administration is
prepared to tow this line.

Uncertainty, on the other hand, refers to
the unknown: unidentified customers and
competitors, unknown markets, immatu-
re technologies, new products and busi-
ness models that have not as yet been
tested, and for which there is no data. In
the absence of data, uncertainty cannot
be calculated. However, decisions must
be made without the benefit of spreads-
heets, the analysis of potential situations,

Jay Rao

Dr. Rao is a professor

at Babson University
(Boston, United States]
where he teaches the
Executive Education
program besides being
an adviser and a business
consultant. He is primarily
focused on innovation
and entrepreneurship,
specifically from

the standpoint of
corporate innovation
management, corporate
entrepreneurship and
innovation based on
customer experience.

or other conventional tools. However, en-
trepreneurial leaders do make decisions
and act.

What are the characteristics of entrepre-
neurial leaders? How do they differ from
conventional leaders and risk managers”?
An EL can fit into any of the commonly
accepted personality “types” inherent to
a leader: charismatic, extroverted, thou-
ghtful and discerning, transformative,
transactional, heroic, and so on. These
labels have very little value. Research has
not shown any one of these types to be
more effective than the others. However,
we can safely say that ELs are cognitively
ambidextrous, that is say they are both
“risk managers” and "navigators of un-
certainty”.

ELs do not get bogged down by endless
analyzes and bouts of indecision ["let's
hope we get more data”). They are also
pragmatic and able to change cour-
se when required. They know when to
analyze and act (analytical thinking) and
when to act first and then analyze (crea-
tive action). An EL understands that the
traditional method of analyzing and then
acting does not work well when the VU-
CAH levels are high. Instead, they apply
the "act-learn-build” approach that suc-
cessful innovators use, by applying quick
and inexpensive experiments to test their
hypotheses. And once they find the right
formula, they scale it up or down quickly.
For example, when three social entrepre-
neurs decided that they would improve
the schooling of low-income children in
Kenya back in 2008, they designed, tested,
redesigned and re-tested several school
prototypes in the poorest area of Nairobi.
When they found the correct formula, they
applied it on a large scale. By the end of
2017, Bridge International Academy was
operating at total of 500 schools throu-
ghout Kenya and parts of Uganda.

Questioning the status quo

An EL understands that there is always a
better way of doing absolutely anything.
Their tireless search for improvements

inspires others to create and explore al-
ternatives for "normal types of business.”
Where others see only obstacles, an EL
sees new possibilities. Where others are
cautious and seek certainty, ELs are able
leave their comfort zone and squarely
face ambiguity.

Take Fernando Fischmann, founder of
Crystal Lagoons, based in Chile. Crystal
Lagoons are enormous artificial bodies of
fresh water, more than 200 times the size
of Olympic swimming pools and, never-
theless, the clarity and purity of the water
is maintained with less chemicals and fil-
tration mechanisms than those required
by traditional pools. The company had
an unusual start. Fischmann had a large
lagoon overflowing in the grounds of his
property development complex. With the
hope of being able to clean it up, he visited
the top water management companies in
the world, namely, GHD in Australia, Paci-
fic Aquascape in California and Disney in
Florida. They all said that water manage-
ment had never been achieved on a scale
such as he was imagining, and that what
he wanted to do was probably impossible.
Without losing heart, Fischmann spent
almost three years seeking help. Since no
help was forthcoming, he spent another
four years doing his own laboratory ex-
periments, failing frequently. But as ELs
always do, he took responsibility for his
failures, picked himself up, shook himself
off and tried other approaches, until he fi-
nally succeeded.

Fischmann applied what he had learned
in a small pool, and then to the large
stagnant lagoon on his property. In the
course of all this experimentation, he in-
vented technologies, chemicals and sys-
tems that now use only 2% of the energy
required for traditional pools.

Changing the competition and making a
difference to society

As problem solvers, ELs bring fresh va-
lues to their clients and enhance the
competitive position of their companies.
Elon Musk knew that the cost of laun-
ching satellites and transporting cargo
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in space would be drastically reduced
if multi-million dollar rockets could be
recovered and reused instead of just
allowing them to drop into the ocean
never to be seen again. However, reco-
vering booster rockets posed a daunting
series of engineering problems: it had
never been done and most people thou-
ght it was impossible to do. But the Musk
SpaceX team accepted the challenge.
After years of tackling the problems en-
countered and failing in the process, they
finally managed to land the booster roc-
kets back on the platforms from where
they were first launched. The world was
astonished at this feat and SpaceX funda-
mentally changed the economy of its in-
dustry, saving more than USD 60 million
with each launch.

Pragmatic navigators

Like all good navigators, ELs are able
to sail against the wind and changing
currents. They are not married to their
initial ideas or solutions. ELs are able to
quickly modify or change their course.
For example, Steve Kaufer's travel websi-
te, Travelocity, had a problematic start. In
2000, Kaufer created a search engine for
travel sites or travel sections of entities
such as Yahoo, AOL, and Lycos. His first
client was the Lycos travel portal, with
which he negotiated an agreement to
split the profits from the advertising sold
on the page. That strategy failed to provi-
de enough revenue, and Travelocity was
running out of funds. Kaufer switched to
advertising banners on the Expedia travel
site. He estimated that between 2% and
3% a click would provide the revenues
he needed, but the percentage obtained
at that time was just 0.3%. The future of
Travelocity looked dark. Undaunted, he
established links with hotels in specific
cities and customers could use those
links to directly make reservations. This
provided an astonishing15% a click and
gave rise to a truly sustainable business
model. Travelocity had succeeded!

Being able to spotlight opportunities
When spreadsheets are inadequate or
insufficient to persuade investors, ELs

use prototypes to tell their stories. When
Abby Speicher tried to raise money for her
drone school on Shark Tank, a popular
television program in the United States,
she asked one of the program’s resident
investors to operate one of her drones.
When he realized that there was more to
this than meets the eye, he and the other
investors recognized that flying drones - a
fast-growing activity - was neither easy
nor intuitive. Therefore, a school for drone
operators seemed like an excellent oppor-
tunity. There and then, the entrepreneur
Mark Cuban gave Speicher USD 300,000
for a 10% stake in her firm.

Creating opportunities for
experimenting

Some ELs create work environments in
which employees can, without fear or re-
prisals, share their ideas and information,
observe, ask questions, experiment, fail,
and succeed.

The 3M Corporation, based in Minneso-
ta, learned the importance of this type
of workplace decades ago. In 1948, the
company's thought leader and business
philosopher, William McKnight, introduced
a policy known as the "15% rule,” which
allowed employees to devote 15% of their
work time to explore and experiment with
any project they chose. Since then, the
15% rule has led to many of the 22,000
patents that 3M has registered along with
its leading products in the market, such
as the well-known and profitable Post-It-
Notes.

In 1950, Mervin Kelly of AT & T encouraged
a test environment for innovation at Bell
Labs, that reunited thinkers and doers un-
der one single roof. He gathered a team
of physicists, metallurgists and electrical
engineers to work in difficult ways. Theo-
retical scientists worked side by side with
the experimenters and the manufactu-
rers. The result was a stream of inventions
and innovations that changed the world:
the transistor, the silicone solar cell, di-
gital communication satellites, cellular
telephony, and the 'C" and "Unix" computer
languages.

In the early 1970s, professors Ivan Su-
therland and David Evans were already
legends in the field of computer-genera-
ted graphics. They were pioneers in the
fields of virtual reality, printer languages
and virtual reality hardware. The Depart-
ment of Computing at the University of
Utah became a magnet for brilliant stu-
dents, many of whom would later create
important technologies and businesses:
Ed Catmull, co-founder of Pixar; Alan
Kay, who would later invent the Smalltalk
language, that pioneered object-oriented
programming; John Warnock, founder of
Adobe Systems; and Jim Clark, founder
of Silicon Graphics and Netscape. Suther-
land and Evans had created an amazing
“sandbox” for innovation. They gathered
students with different interests and gave
them a roof and computer access. With
very little guidance, these students were
allowed to develop what they were pas-
sionate about. This was where individual
and collective creativity flourished and in-
dividual excellence was driven by passion.
These joint achievements were the result
of a wide range of thoughts and talents
prevailing in that environment.

Lastly, ELs are models for others. Like
Sutherland and Evans, they inspire new
ways of thinking and acting, and in so
doing, they encourage an entrepreneurial
culture that fosters productive change
and innovation from all those present. So,
we can see how Ed Catmull was able to
replicate the environment enjoyed by the
IT Department of the UT, when he foun-
ded Pixar. Sergey Brin, Larry Page and

Eric Schmidt have done something very
similar with Google.

ELs are born and made

To survive and prosper in the VUCAH
world, the "Goliaths” of today’s marke-
tplace need more entrepreneurial lea-
ders, not only at the top, but at all levels.
A single person in a corporation, a divi-
sion, a department, or even a team of
staff, cannot see or act on every oppor-
tunity that presents itself when it comes
to driving innovation and positive change.
You need many eyes, many ideas, and
many daring spirits.

Sadly, EL's are scarce. Few academic
programs teach students to navigate un-
certainty and behave like entrepreneurs.
Most business schools produce risk ma-
nagers who are good at ‘running trains
on schedule” but do little to extend the
tracks into unexplored territory. Some
people are lucky enough to be born with
the skills and characteristics of an EL,
but most are not. An EL’s capabilities
must be, for the most part, developed and
cultivated.

The good news is that large companies
are eager to develop the entrepreneurial
talents of their employees. And despite
what many believe, entrepreneurial lea-
dership can be taught through practical
projects for creating new businesses.

Entrepreneurial
| eaders

also keep a
watchful eye on
their current
business, as
they should,
but most of
their attention
Is focused on
what is after all
an uncertain
future

Entrepreneurial Leaders inspire
people to adopt nhew ways of thinking

and doing.
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ANOTHER SUN HIGH ABOVE

To call the Harpy Eagle, we only
have to shout her name up into the
sky over which she reigns. The Har-
py Eagle uses her beak and claws
to destroy and pierce the flesh; she
can lift two or three times her own
weight when she swoops down to
hunt her prey only to continue her

flight, as if she were the wind it-
self. She is admired for the care
she takes of the balance reigning
in the forest but is hated when she
takes pets and farm animals; her
feathers are a symbol of strength
and protection that surround her
body like an ancient aura, just like
the one associated with the mytho-
logical Harpyies - an ever-vigilant
female predator with the body of a
bird and a human head.

However, it also has an American
origin, in the Olmec and Chavin art,
as well as with tribes such as the
Huaoroni, which revered the Harpy
Eagle as a God and whose power
was a guarantee of victory in ba-
ttle. Seeing her fly with her wings
spread out, is to see another Sun,
a promise of blood and strength, of

HUMAN TALENT
AND CULTURE

MATERIAL ASPECTS
- Attracting, developing and retaining the best possible human talent Occupational Health and Safety

control and cry.

HARPY EAGLE

Scientific name: Harpia harpyja
Class: Birds
Family: Accipitridae

Corporate culture




For this reason, Grupo Sura considers its human
talent is as one of the mainstays of its business.
Companies are only able to pursue their
corporate strategies and drive their business
growth if their staff are fully aware of their
responsibilities in terms of their own personal
development and impact on others.

HEADCOUNT GROWTH
FOR THE ENTIRE SURA
BUSINESS GROUP

T 9.15%

BY JOB CATEGORY

. 73%
Employees in
administrative positions

o 247

Customer care personnel

° 3D v

Interns or trainees

103-11103-2 [
Our Organization’s human talent

function is firmly based on the indi-
vidual, since right from the outset of
the interview and selection process,
we place a special focus on getting
to know the candidate and this conti-
nues with periodic contacts, initiatives
and projects involving our employees,
throughout their service to the Organi-

zation.

Consequently, Grupo SURA’s efforts
are mainly aimed at furthering its hu-
man talent program based on perso-
nal development training. It is also ai-
med at maintaining an organizational
culture that encourages competent
teams of dedicated staff with the very
best human qualities. Staff are coa-
ched in a variety of aspects including

client satisfaction.

It is precisely our organizational cul-
ture, which is firmly based on our cor-
porate principles of fairness, responsi-
bility, respect and transparency, that is
reflected in everything our employees
do and decide for the benefit of our
different lines of business. For this re-
ason, we constantly stage educational
initiatives that help our employees to
understand and “own” our corporate

culture.

Likewise, our ability to transform and
consolidate our organizational cultu-
re directly depends on the caliber of
our leaders. Year after year, the Or-
ganization invests in the furthering
the human talent of our leaders on all
levels. This is why we favor initiatives
that allow them to get to know them-
selves better, develop their skills and in
so doing strengthen the capabilities of

their respective teams.

So as to ensure that we have sufficient
human talent to allow us to grow and
evolve as a Group, we conduct constant
follow-ups on the latest global trends
affecting industries, technology and
consumers etc., this in order to adapt
our processes accordingly. This makes
it easier for us to build a sound and
coherent employer branding based on
Grupo SURA's value promise.

KEY FIGURES AT YEAR-END 2017

The following figures show the impact
that Suramericana’s geographic and
market expansion has had on its hea-
dcount, especially over the last three
years. For 2017, this subsidiary repor-
ted a 18.98% increase in its employee

base

For its part, SURA Asset Management
reduced its headcount last year as a
result of various divestitures, particu-
larly its annuity business in Peru.
The following are just some of the
more noteworthy figures in this regard:
e |n 2017, the total number of people
employed by the SURA Business
Group rose by 9.15%.
73.47% of the total number of em-
ployees work in administrative po-
sitions.
23.85% of the total employee base
correspond to customer care per-
sonnel (who hold employment
contracts with the Company).
2.69% of the total correspond to

professional interns and trainees.
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GRUPO SURA

BREAKDOWN OF THE BUSINESS GROUP'S HEADCOUNT - 2017 GEOGRAPHICAL BREAKDOWN OF THE SURA BUSINESS GROUP'S HEADCOUNT

GRUPO a N \
sura= sura = suras YEAR-ON-YEAR CHANGE
SEGU';:SlggggEN‘;IAS ASSETMANAGEM:NT TO HEADCOUNT
1%
& Men 3 45% 3 35% 3 41% A37% R. DOMINICANA
0
B Women & 55% 8 65% 8 59% & 63% 13%

MEXICO

2%

EL SALVADOR

1%

PANAMA
Administrative
employees 31 38 5514 10,294 1,776 2,295 7,321 12,627 19,948  73.47% 63%
COLOMBIA
ggfstgg’nij care 0 0 701 1,181 1,791 2,802 2492 3983 6475 23.85% 3%
PERU 1%
Interns 1 0 38 32 51 62 90 94 184 0.68% BRASIL
Trainees 0 1 159 324 17 45 176 370 546 2.01%
Total 32 39 6412 11,831 3635 5204 10,079 17,074 27,153 100.00% 202 20 ) |
Approximately 12% VY
CHILE m
: | 0 = 1%
EVOLUCION ANUAL EN EL NUMERO DE EMPLEADOS i 0
O 19 W URUGUAY
A ,
£ Mujeres EEE Hombres 1 Total
: of the Company's ARGENTINA
employees were born in
GRUPO SURA SURAMERICANA Latin America.
. As a Multi-Latina group, SURA uses  rent nationalities (from a total of 19
2017 | 2017 |: the cultural diversity of its employees  Latin American countries as well as
as an opportunity to further its orga-  from Germany, Australia, the United
nizational practices. The Business Kingdom, Spain, Holland, the United
2016 | Group employs people with 31 diffe-  States, South Africa and Zaire.
2015 2015
PERCENTAGE OF EMPLOYEES BY HIERARCHICAL TIER
0 10 20 30 40 50 60 70 80 0 4,000 8,000 10,000 12,000 20,000 2017
% []
SURA ASSET MANAGEMENT SURA BUSINESS GROUP Level 1: Corporate CEO, Local CEQ and Corporate Senior Executive Officers 0.1% 0.1%  788%  21.2%
Level 2: Local Corporate Executive Officer, Auditor 0.4% 0.4% 76.2% 23.8%
2017 2017 Level 3: Manager, Assistant Manager 1.7% 1.8% 62.7% 37.3%
Tier 4: Assistant Manager, Office Manager, Manager, Department Head, 4.0% 4.0% 47 6% 52.4%
Deputy Department Head
2016 | 2016 ' Tier 5: Section Head, Specialist, Supervisor, Coordinator 71% 71% 47.3% 52.7%
Tier 6: Analyst 48.8% 48.5% 38.0% 62.0%
Tier 7: Assistant, clerk 37.9% 38.1% 31.5% 68.5%
2015 15 | Total 100% 100% 37.2% 62.8%

*Distribucion de los empleados en la estructura organizacional. Sin asesores comerciales.
0 2,000 4,000 6,000 8,000 10,000 0 5,000 10,000 15,000 20,000 25,000 30,000
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RUPO SURA

G

NUMBER OF EMPLOYEES BY TYPE OF EMPLOYMENT CONTRACT

GRUPO

sura=
Total
2016 66
2017 71

sura=

SEGUROS, TENDENCIAS
Y RIESGOS

15,360
18,243

suras

ASSET MANAGEMENT

9,691
8,839

TOTAL - SURA
BUSINESS GROUP

25,077
27,153

1 8.28%

1,395 1,880 5.56% 6.92% 34.77%

Fixed term 1 1
Indefinite

term 64 68
Professional 1 1
internships

Trainees 0 1

14,385

421 913
16,777

76 70
478 483

8,

973 966
505 7,698
173 113

0 62

22,954 24,543 91.53% 90.39%  6.92%

250 184 1.00% 0.68% -26.40%

478 546  1.91% 2.01% 14.23%

70.39%

of the SURA Business Group “s total headcount
held indefinite employment contracts at year-
end 2017.

EMPLOYEE BREAKDOWN BY AGE AT YEAR-END 2017

B Grupo SURA SURA Asset Management

MORE THAN 56 YEARS OF AGE

4.71%

BETWEEN 46 AND 55
YEARS OF AGE

Suramericana

16.65%

BETWEEN 36 AND 45

g} c1c2]

YEARS OF AGE

Total - SURA Business Group

31.77%

BETWEEN 24 AND 35
YEARS OF AGE

39.59%

BETWEEN 18 AND 25
YEARS OF AGE

7.27%

4,000

8,000

12,000

BREAKDOWN OF THE
SURA BUSINESS
GROUP’'S EMPLOYEE
SENORITY AT YEAR-END
2017

58.68"

Between 1 and 5 years

21.047

Between 1 and 5 years

14.84%

Between 11and 20 years

5.45"

More than 20 years of service

DISABLED EMPLOYEES

with others.”

68 1

Suramericana

The SURA Business Group is fully compliant with all applicable labor
regulations in each of the countries where it is present and adopted the
definition of the disability concept as established by the Convention on
the Rights of Persons with Disabilities (CRPD) "persons with disabilities
include those who have long-term physical, mental, intellectual or
sensory impairments which in interaction with various barriers may
hinder their full and effective participation in society on an equal basis

79 employees have a disability

SURA Asset Management

EMPLOYEE ATRACTION, DEVELOP-
MENT AND RETENTION
INDICATORS

Minimum Basic Wage / Salary and
Payments

2.38% of the Sura Business Group's
employees earn a minimum wage as
set by their respective employer com-
pany, which is broken down as follows:
2 employees belong to the Holding,
562 to Suramericana and 83 to SURA
Asset Management. The majority of
these are trainees participating in
technical or technological programs,
University students doing their inter-
nships and people in caring positions.

However, in the majority of the coun-
tries where the Organization is pre-
sent, the minimum wage or salary
paid by the Group’s Companies ex-
ceeds that established by the State

and various employment benefits,

both financial and non-financial, are
given to help attract and retain our

human talent.

For the Sura Business Group fully
complying with all applicable labor
legislation and offering fair and com-
petitive wages and salaries to all em-
ployees, according to their respective
country and operating sector, form
the basis for all our employment re-
lationships. That is why in most coun-
tries, the minimum wage or salary
paid out by the Companies exceeds
the minimum wage set by the Go-
vernment and various financial and
non-financial employment benefits
are given to help attract and retain our
human talent.
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TOTAL AMOUNT PAID OUT
TO EMPLOYEES

(salaries, legal, extra-legal and other
employment benefits):

Grupo SURA

3,044,505

Suramericana

377,252,929

® SURA Asset Management

264,309,408

Minimum
salary /

Wage On An
Individual
Country Basis
(Usd)

Grupo SURA
Suramericana

® SuraAsset
Management

Employees by type of gender during the

period

B MEXico
WAGE PAID OUT BY
SALARY THE COMPANY VERSUS
SUBSIDIARY /WAGE M'N'SMAli'"A"RBYAS'C THE COUNTRY'S
IN USD OFFICIAL MINIIMUM
BASIC SALARY
126.97
309.33 yIAA
® 140.18 110%

™™ EL SALVADOR

WAGE PAID OUT BY
SALARY / THE COMPANY VERSUS
suBsIDIARY  WAGEIN  MINIMUMBASIC THE COUNTRY 'S
usD OFFICIAL MINIIMUM
BASIC SALARY
300.00
400.00 133% 1]
) 340.00 113% 12
I rPeru .
WAGE PAID OUT BY
SALARY / THE COMPANY VERSUS
sussiDIARY  wageIN  MINMUMBASIC THE COUNTRY 'S
UsD OFFICIAL MINIIMUM
BASIC SALARY
260.66
) 367.99 141% 19
[l
CHILE oottt
WAGE PAID OUT BY
SALARY / THE COMPANY VERSUS
SUBSIDIARY WAGE IN M'N'S:“Allj_':RiAs'c THE COUNTRY'S
UsD OFFICIAL MINIIMUM
BASIC SALARY
416.17
437.35 105% 1
° 416.17 100% 1]
CUSTOMER CARE PERSONNEL
s s TOTAL SURA
sura= sura= BUSINESS GROUP
SEGUROS, TENDENCIAS ASSET MANAGEMENT
Y RIESGOS
o o o o
0 Men d 230 [ 927 1 1,157
) - ) -
] Women (1 415 (] 974 (1 1,389
Total 645 1,901 2,546

== REPUBLICA DOMINICANA

SALARY /

WAGE PAID OUT BY
THE COMPANY VERSUS

EMPLOYEES IN ADMINISTRATIVE POSITIONS

S S
sura s suras suras
= SEGUS‘;!;};E::ENCIAS ASSET MANAGEMENT
o o o o
0 Men a 12 1,019 1
o ) o )
1 Women a e a 1919 1 317
Total 18 2,938 624

TOTAL GRUPO

EMPRESARIAL SURA

o)
0 1,338
/<!

(1 2,242

3,580

SUBSIDIARY WAGE IN M'N'S'lej_rR%As'c THE COUNTRY'S
usD OFFICIAL MINIIMUM
BASIC SALARY
324.75
*
B, PANAMA 340.97 105% 0
WAGE PAID OUT BY
SALARY / MINIMUM  THE COMPANY VERSUS
SUBSIDIARY  WAGE IN BASIC THE COUNTRY 'S
usD SALARY OFFICIAL MINIIMUM
BASIC SALARY
568.18
612.00 107% 0
|
COLOMBIA
WAGE PAID OUT BY
SALARY / THE COMPANY VERSUS
SUBSIDIARY  WAGE IN M'N'S“lllj_'A"RBYAS'C THE COUNTRY'S
usD OFFICIAL MINIIMUM
BASIC SALARY
249.96
249.96 100% 2
249.96 100% 475
° 249.96 100% 71
< BRASIL
WAGE PAID OUT BY
SALARY / MINIMUM  THE COMPANY VERSUS
SUBSIDIARY WAGE IN BASIC THE COUNTRY'S
usD SALARY OFFICIAL MINIIMUM
BASIC SALARY
293.48
495.34 169% 2
— URUGUAY
WAGE PAID OUT BY
SALARY / THE COMPANY VERSUS
MINIMUM BASIC :
SUBSIDIARY WAGE IN THE COUNTRY'S
E ARGENTINA usD ALY OFFICIAL MINIIMUM
WAGE PAID OUT BY LRSSy
SALARY / THE COMPANY VERSUS
SUBSIDIARY WAGE IN M'N'SMALIJ_TRBYAS'C THE COUNTRY'S 428.22
usD OFFICIAL MINIIMUM
BASIC SALARY 942.68 220% (1]
550.85 ° LYARTA 133% 0
624.25 113% :7A



o

GRUPO SURA

EMPLOYEE TURNOVER BY COMPANY * Employee turnover' shows the chan-  to the average number of active em-

ges to each Company's headcount.  ployees for the period. This is further
This rate represents the number of  broken down to show the number of
g‘ﬁora S SUI’G} SUfG} employees that leave the Company employees in administrative positions
= e Reso0s HSSETMANAGEMENT regardless of the reason compared as well as the number of internal and
GENERO external customer care personnel.
A M 3 13.79% 8 12.16% 2 17.51%
0 Men a : 0 a : 0 a : 0 YEAR-ON-YEAR CHANGE IN EMPLOYEE TURNOVER BY COMPANY
e a e e
(0 Women a 2.63% a 10.89% a 15.69%
.................................................................................................................................................... GRUPO SURA
AGE GROUP 2016 2017
Less than 30 years 0.00% 7.28% 24.22%
Administrative employees 22.86% 7.46%
Between 30 and 50 years 12.20% 5.89% 14.44%
/ ’ 0 ’ 12 withdrawals 5 withdrawals
o e o /o)
More than 51 years old 0.00% 5.02% 14.17% G350 A G4
Total 7.46% 11.26% 16.48%

EMPLOYEE TURNOVER BY COUNTRY

EL SALVADOR
"'SURAMERICANA

21.28%
SURA ASSET MANAGEMENT

12.79%

} URUGUAY

SURAMERICANA

9.17%
SURA ASSET MANAGEMENT

5.31%

m CHILE

SURAMERICANA

11.78%
SURA ASSET MANAGEMENT

17.78%

/[‘ MEXICO

SURAMERICANA

13.82%
SURA ASSET MANAGEMENT

19.81%

[ PERU

SURA ASSET MANAGEMENT

23.09%

l ARGENTINA

SURAMERICANA

11.10%

8 BrasiL
r

SURAMERICANA

24.85%

g R. DOMINICANA

SURAMERICANA

16.73%

% PANAMA

SURAMERICANA

9.92%

! COLOMBIA

GRUPO SURA

7.46%
SURAMERICANA

10.62%
SURA ASSET MANAGEMENT

11.02%

TOTAL

GRUPO SURA

7.46%
SURAMERICANA

11.26%
SURA ASSET MANAGEMENT

16.48

*These figures do not include customer care personnel nor interns and trainees. Information is not available for external

consultants.

Figures corresponding to the subsidiary Suramericana for 2016 have been restated

SURAMERICANA

Administrative employees

Sales employees

SURA ASSET MANAGEMENT

Administrative employees

Sales employees

13.15% 11.26%
1 ,69 7Withdravval5 1 ,74 7Withdravvals
B 652 | &1,055 Be55 | 81092

36.47% 25.73%

1 ,2 59vvithdrawals
G423 | 1836

14.71%

508 withdrawals
A 195) (NETEHE

970 withdrawals
o) (o]
8413 | 655%

16.48%

671 withdrawals
B311

35.67%

1 ,9 ééwithdrawals
A945 | B1121

43.54%
2,000 withdrawals
8913 | £1,087

'Employee turnover is calculated as follows: Turnover = [number of employees that left the company regardless of the reason for the reporting
period in question] / average number of active employees for the reporting period in question.
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GRUPO SURA

Employee Performance evaluations ding, as evidenced by more than USD 5 ce policies, manuals and processes our Business Group independently
L. All Companies belonging to the Sura  million invested in in employee training TOTAL AMOUNT governing the monetary and non-mo-  measures their organizational climate
tl'alnlng Business Group perform two types programs. The main topics addressed INVESTED IN netary benefits granted to employees.  every two years. Since 2015, we have
of annual performance evaluations: by these training programs include: EMPLOYMENT The amount invested in employee be-  been standardizing the methodologies
a 360-degree assessment of leaders, BENEFITS nefits in 2017 came to USD 20.07 mi-  used, allowing most of our Compa-
GRUPO SURA in some cases, other employees; and ¢ Leadership and development usD llion, with Suramericana accounting  nies to follow that implemented by the
performance tracking assessments programs and mentoring. for USD 9.53 million of this figure and ~ Great Place to Work Institute, which
with administrative staff and, in some e  Sustainability. . SURA Asset Management the remai-  evaluates the working environment
cases, sales personnel. e Accounting and financial refres- mi |.|.| on ning USD 10.54 million. on three different levels, namely (i) the
hours of training given her courses confidence inspiring abilities on the
Both types of performance evaluations e Talent program. Some of the benefits enjoyed by our  part of both leaders and the Company
USD O 1 5 UsD 2 61 5 are aimed at aligning individual and e  Bilingualism. employees include: coverage in the itself; (i) the camaraderie existing
. ) group efforts in fulfilling the Organiza- e Developing business /customer form of banking, health care, service among colleagues; and [iii) the pride
million tion’s strategy, leveraging our human care personnel and leaders and university agreements; life and  produced by working for the company
Z?T:ilunt ﬁ?:;g; talent processes and maximizing our e International internships. group insurance policies (disability and  in question. These metrics also include
invested per capita business results. The coverage of the- e Internal controls preventing the invalidity, household, funeral/funeral  how committed or engaged employees
se performance evaluations, in terms Risk of Asset Laundering and services); performance and education  are with their companies -see table-.
SURAMERICANA of the number of employees subject the Financing of Terrorism bonuses, employee assistance (loans,
to such, is as follows: Grupo SURA e Coaching certification. medical/dental plans, cars, housing, According to the aforementioned
(100%), Suramericana (100%) and e Scholarships for technical and family deaths and births); provisions for  Institute, several of the Group's
SURA Asset Management (72.88%). vocational training courses. retirement; shares; healthcare, safety Companies are considered to be
h ft . . e Marketing and customer service. and welfare programs, psychological, among the best places to work in
ours ot training given Training e Communication skills. legal and financial support for emplo-  Latin America. This is precisely the
UsD 3 1 2 UsD rl 91 This function focuses on developing e Individual assistance and coaching. yees and their families; other monetary ~ case with SURA Asset Management
. both individual and team skills and e Pension refresher courses. contributions such as savings incenti-  Colombia, Seguros SURA in Argen-
million abilities on both a personal and profes- e Innovation and technology. ves for employee cooperatives, pension  tina, Colombia, Mexico, Dominican
Total A t . . . . . . . .
a?niunt inT;letZd sional level, that is to say with regard e SAP Sacala, Talentum, Sucess- funds and international internships. Republic and Uruguay, as well as the
invested per capita to furthering the Organization’s capa- Factor. Colombian companies ARL SURA,
70 employees participating in bilities. These programs form partofa e  Job skills. Measuring our organizational climate EPS SURA, Consultoria en Gestion
international internships development plan specially designed e Insurance refresher courses Each of the Companies belonging to  de Riesgos SURA and Dindamica.
57% women . . L .
for each employee. It is our people e Business continuity and inherent
who make it possible for us to fulfill risks EFFECTIVE COMMITMENT TO THE COMPANY*
our corporate strategy, transform our e Refresher courses on legal Engagement - maximum score = 100%
SURA ASSET business and achieve the corporate matters.
M A N A G E M E N T CU[ture o au deSire. For thls o =
the Business Group focuses on con-  Employment benefits /&7
tinuous learning and knowledge buil-  Each of the companies has put into pla- Argentina 2016 79% 1%
Brasil 2017 70% 95%
h f . . Chile 2016 91% 89%
ours o tralmng given Colombia 2015 52% 77%
0290 | =282 UsD The SURA Business Group EL Salvador 2016 73% 94%
million Invested USD 6_17 mllllon México 2017 N.D. 90%
Total . .Amf’“t”fj i P el e A T T Panama 2016 68% 100%
amoun Investe
invested per capita . p y g R. Dominicana 2016 88% 89%
millones development programs Uruguay 2016 92% 100%

20 employees participating in
international internships

o * The results reported by SURA Asset Management are applicable to its Colombian Headquarters:
45% women With a coverage of 81% of the total headcount, overall engagement came to 83%. No engagement
was reported. Ranked in No. 25 position among the best companies to work for.
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GRUPO SURA

95% of the SURA
Business Group’s
employees taking
paternity and
maternity leave
returned to their
jobs.

All Companies
have their own
Coexistence
and Emergency
Committees.

401-3

PATERNITY AND MATERNITY LEAVE

GRUPO SURA SURAMERICANA

No. of leaves @ 4 o0 e 97
granted

Dias de e 36 o (0 e 875

licencia

SURA ASSET MANAGEMENT

e 375 e 33 e 231

e 35271 ® 249 e 26526

® Paternity ® Maternity

OCCUPATIONAL HEALTH AND SAFE-
TY INDICATORS

Greater well-being, competitiveness
and sustainability are all mainstays
of a strategy that touches different
stakeholder groups. Consequently,
employee well-being combines their
physical, emotional, mental and fi-
nancial health by adopting healthy and
sustainable life styles that go beyond

job, family and social concerns.

Some of the initiatives taken by some
of the Companies for the purpose of
improving the occupational health and
safety of their workplaces include the
following: flexitime, teleworking, shor-
ter working hours on Fridays, access
to cultural activities, half-day off on
birthdays, as well as psychological,
financial, legal assistance for emplo-
yees and their families.

403-1

One hundred percent of the employees
of both Grupo SURA and its subsidia-
ries in Colombia are represented on
occupational health and safety com-
mittees (COPASST in Spanish). Simi-
larly, occupational health and safety
initiatives and programs exist in the
other nine countries where the Group

is present.

Occupational Health and Safety Trai-
ning Programs

At least 90% of the employees per-
taining to Grupo SURA and its sub-
sidiaries have received training and
educational material (both virtual and
face-to-face) on issues relating to
health and safety within the workplace.
The most frequent topics addressed
as part of our induction and ongoing
programs are: stress management,
a healthy workplace, ergonomics and
occupational risk, sporting and recrea-
tional activities, nutrition, flexible work

schedules and teleworking.

Absenteeism - days lost due to acci-
dents, occupational disease and com-
mon illness

This indicator is monitored every mon-
th and sometimes more frequently
should this be required. Furthermore,
risk matrices are reviewed and upda-
ted every three months so as to be able
to gauge the severity and the frequency
of the cases reported, along with other
cases of absenteeism and the more
common illness that require additional
handling, all this underpinned by risk
prevention programs. The results of
this analysis are shown below:

ABSENTEE RATE

403-2
GRUPO
s s s
suras suras suras
SEGUROS, TENDENCIAS ASSET MANAGEM;NT
Y RIESGOS

ADMINISTRATIVE EMPLOYEES

Absentee rate 0.32%  1.03% 0.71%  1.22%  1.86% 1.64%  0.90% 1.72%  1.36%
# of cases of sick

leave due to common 7 28 35 3,864 13,555 17,419 512 1,466 1,978
illness

of days lost due to 27 106 133 16496 49159 65,655 3911  9.826 13,737

common illness

of days lost (days

of sick leave due to 0 0 0 622 546 1,168 248 472 720
work-related injuries)

# of work accidents 0 0 0 78 182 260 16 48 64
f# of cases of 0 0 0 12 23 35 0 1 1

occupational disease

# of cases of
occupational disease 0 0 0 10 7 17 0 1 1
with days lost

# days lost (days
of sick leave due to 0 0 0 325 191 516 0 1 1
occupational disease)

# days lost due to any 27 106 133 17.443 49896 67339 4159 10,299 14,458

DEPENDENT SALES EMPLOYEES

Absentee rate 2.03%  2.24% 2.16%  3.23%  6.38%  5.13%
# of days lost due to 615 1523 2138 1445 3765 5210

common illness

# of cases of sick

leave due to common 3,400 6,231 9,631 14,693 45,289 59,982
illness

# of work accidents 15 128 143 275 952 1,227
# of days lost (days

of sick leave due to 10 28 38 23 116 139

work-related injuries)

# of cases of
occupational disease

# of cases of
occupational disease 0 0 0 1 8 9
with days lost

# days lost (days
of sick leave due to 0 0 0 59 220 279
occupational disease)

# days lost due to any
reason 3,415 6,359

9,774 15,027 46,461 61,488

* There are different ways of calculating the absentee rate, in this case we used the following mathematical formula: Absentee rate =
number of days lost due to any reason on the part of all employees during the reporting period / number of days per year worked by
all employees. Here an 8 hour- day was used for an average of 22 work days per month.

** Grupo SURA, the parent company, does not have any employees working in a sales capacity.
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GRUPO SURA

FREEDOM OF ASSOCIATION AND TRADE UNIONS

We respect and defend employee rights including freedom of association and collective bargaining.

EMPLOYEES OF THE SURA BUSINESS GROUP ARE FREE TO BELONG TO TRADE
UNIONS AND BE COVERED BY COLLECTIVE BARGAINING AGREEMENTS.

£ CHILE

SURA Asset Management

AFP Capital s National Trade Union

72 4.90%

members of total headcount

AFP Capital ‘s Ex Santa Maria
Trade Union

300 20.41%

members of total headcount

COLOMBIA

Suramericana

AFP Capital s Metropolitan Trade Union

27 1.847%

members of total headcount

Seguros de Vida SURA's Trade
Union

145 20.25%

members of this Insurance
Company’s total
headcount

ASSOAS, (National Association of

Insurance Agents)
890 64.63%
members of total sales staff

Collective bargaining agreement
due to take effect in 2018

Q BRASIL

Suramericana

Insurance Trade Union of
t:g%.cgte of Sao Paulo

members

Collective bargaining agreements
currently in effect

Collective labor agreement

1007

of total headcount

ASES (Association of Suramericana
Employees)

131 6.05%

members of total headcount

A collective bargaining agreement
with ASES was signed in 2017 for
a term of 4 years. This entered
full force and effect on November
10, 2017 and shall expire on
November 9, 2021

SURA Asset Management

Proteccion ‘s Trade Unions

129 7.01%

members of total sales staff

Collective bargaining agreement
governing 1695 employees

1,695  92.12%

members of total headcount
covered

{ URUGUAY

Suramericana

AEBU - Association of Banking
Employees of Uruguay

18 16.51%

members of total headcount
Collective Bargaining Agreement
Covering a Term of Three Years

(2016 to 2018) o
100

of total headcount

SURA Asset Management

SURA AM s Trade Unions in
Uruguay

2.38%

of total headcount
Collective Bargaining Agreement
currently in effect governing

168 100

employees of total headcount

[ MEXICO

Suramericana

National “President Adolfo Lopez
Mateos” Trade Union

28 6.97%

members of the total Claims
and Policy-Issuing
Staff

lARGENTINA

Suramericana

Argentina ‘s Insurance

Trade Union
703 92.26”
members of total headcount

* Companies in all those countries that are not mentioned do not have any trade unions nor have they reported the existence of any collective bargaining

agreements.

Unionized
employees at
year-end 2017

17.12%

46k

SURAMERICANA

2,112

SURA ASSET
MANAGEMENT

2,236

Employees of the
SURA Business
Group covered
by agreements,
negotiations

or collective
agreements:

-14.64%

-3,979

EMPLOYEES

OUTSTANDING INITIATIVES

INTERNSHIPS

Being fully aware that we can develop
our human talent in a variety of ways,
we increased the number of exchange
internships provided in 2017 for defi-
ned periods, amongst our different
business units and countries. This is a
valuable practice that is allowing us to
develop new skills, gain greater busi-
ness knowledge and deploy consistent
cross-cutting initiatives, thereby facili-
tating the transfer of knowledge within

our Business Group.

TRAINING AND SKILL ASSESS-
MENTS

Our learning model for individual ski-
[l development is designed for all the
Group s employees, regardless of the
position held. Before drawing up the-
se individual development plans we
assess the employee s current skills
and capabilities so as to be able to tai-
lor these plans accordingly. This goes
hand in hand with an important consi-
deration that is to say knowledge is an
all-encompassing faculty. This is why
we go beyond just providing techni-
cal training and provide personal and
professional development courses, all
of which help enhance the Organiza-
tion's performance.

These skills and capabilities are eva-
luated using a 360-degree model
which involves direct superiors, peers,
other employees and internal clients.
The results thus obtained are used to
provide the required feedback prior to
drawing up the corresponding develo-
pment plans, this in order to drive the
strengths and remedy any deficien-

cies detected.

HUMAN TALENT PROGRAMS

We have carried out an initiative that,
based on the 360-degree leader
profiles, focuses on the succession
plans for different positions within
the Group, this for the purpose of en-
couraging outstanding employees to
develop and acquire new value-added

tools and skills.

We first consider the individual em-
ployee ‘s performance and conduct a
series of tests to level out the informa-
tion obtained and determine the co-
rresponding successors. Subsequent-
ly, these individual development plans
are enhanced so as to be able to close
the gaps detected and enhance the in-

cumbent s personal transformation.

Challenges to be faced in 2018

e Make further headway with buil-
ding a cross-cutting organiza-
tional culture, enriched with the
diversity inherent to a Multi-La-
tina Organization, and helping to
strengthen SURA as an employer
brand.

e (Consolidate the practices shared
among businesses, thereby hel-
ping us to extend our value promi-
se to all the Group 's employees.

e Continue to ensure competitive le-
vels of remuneration so as to gua-
rantee optimal levels of financial
and emotional well-being among
our employees.

e Strengthen leader development as
an essential part of the Company’s

continued sustainability.
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A SILENT GOD, KING OF ALL TIME

The Condor was never able to deli-
ver a song, not even a cry. Instead,
and according to Inca legend, it was
given a pair of magnificent wings
to roam the skies and conquer the
Andes beginning in the Patagonia
and ending up in the great moun-
tain ranges and valleys of Venezue-
la. The Condor lives high up in the
mountains, making its home in the
nooks and crannies of rocky peaks,
from where it receives the first rays
of the Sun, which is both its messen-
ger and guardian. It does not hunt,
merely watches, keenly listening out
for messages from the dead which it
must take up to the heavens; whe-

reupon its heavy body takes flight by
spreading its wings and soaring up
towards the firmament, where the
Condor becomes one with the wind:
its greatness was revered by many
of our ancient Indian tribes, children
of the mountains and the rivers. Be-
ing a bridge and a messenger be-
tween heaven and earth, this "silent
God" in all its glory was revered for
its long-standing wisdom and royal
presence, being blessed by the sun

06

FINANCIAL
MANAGEMENT

STRATEGIC CAPITAL

Allocation capital structure

CONDOR

Scientific name: Vultur gryphus
Class: Birds

Family: Cathartidae
Order: Accipitiformes

Region: Colombia




OPTIMIZING Ol
PORTFOLIO BY
DIVESTING NON -
STRATEGIC ASSETS
IN THE AMOUNT

-~ 300

million

Financial management is one of the
pillars of the SURA Business Group’s
strategy aimed at fulfilling the higher
purpose of creating well-being and
driving sustainable development. It
Is also a crucial building block for
achieving profitable levels of organic
growth, while ensuring increased fi-

nancial flexibility going forward.

Such a priority is addressed by the
following three main activities, all of
which are aligned with the Organi-

zation s objectives: [i) obtaining the

required financial resources, in ac-
cordance with an adequate and effi-
cient capital structure; [ii] allocating
capital based on previously establi-
shed criteria; and [iii) a pro-active
investment management function,
through follow-ups and measure-
ment controls so as to guarantee the
ability of all Companies belonging to
the SURA Business Group to provide
true added value.

Since 2017, we have complemented
this approach with a special focus on
seeking greater efficiencies and le-
vels of organic growth with regard to
our core investments (Suramericana,
SURA Asset Management and Ban-
colombia), strategically optimizing
our portfolio and reducing our leve-
rage, this is order to provide Grupo
SURA with greater financial flexibility
over the coming years.

All the aforementioned initiatives are
aimed at improving the profitability of
our Business Group, after an intensi-
ve period of expansion throughout the
region. As part of this new stage in
the Company's growth, the following
are just some of the highlights of our
financial strengthening efforts over

the past year.

103-3
MORE EFFICIENT CAPITAL

STRUCTURE

Although we fully comply with the debt
and liquidity ratios required to main-
tain the investment grades issued by
our international rating agencies, the
SURA Business Group wishes to go a
step further in achieving a more effi-
cient capital structure. Consequently,
we are concentrating on extending
our financial capacity so as to take
full advantage of the opportunities for
inorganic growth that lie in store for
us, once our current business plans
gain greater maturity. In 2017, we ca-
rried out several strategies with this

in mind.

DIVESTING NON-STRATEGIC
ASSETS

Between Grupo SURA and its invest-
ment vehicles (ICE and Grupo de In-
versiones Suramericana Panama)
a number of non-strategic and real
estate investments were sold off for
a total value of COP 74,045 million

(USD 25.1 million).

Also, SURA Asset Management Peru
divested a majority stake (69.29%)
held in a local insurance firm, spe-
cializing in annuities and mortgage
loans. This business was acquired
by Intercorp Financial Services, as
part of a transaction that was com-
pleted in October 2017 for a total of
USD 276.3 million. This divestiture
was based on a new regulatory fra-
mework coming into full force and
effect in Peru as well as the Com-
pany’s decision to focus on its core
pension, savings and investment fund
management business while driving
its institutional asset management

services.

ANNUAL REPOR




GRUPO SURA

GRUPO SURA’S
INDEBTEDNESS

- 4.99

trillion

(USD 1,672.2 million)

ISSUED
BONDS

- 000,000

million

(USD 190 million)

The total amount divested with re-
gard to the Business Group’s insu-
rance operations (especially annui-
ties) and non-strategic assets came
to USD 300 million in 2017.

LEVERAGE INDICATORS

A plan for reducing the Group’s
leverage was drawn up, aimed at
substantially improving our leverage
ratios over the coming years while
optimizing our liquidity position. This
shall lead to an increasingly robust fi-
nancial position, while enhancing our
credit profile and facilitating our or-
ganic and inorganic expansion plans.

BREAKDOWN OF
INDEBTEDNESS BY
COMPANY

DEBT PROFILE

Another way to manage leverage is
by reprofiling the Group’s financial
indebtedness, which at year-end
2017 came to COP 10.04 trillion (USD
3,364.6 million), of which COP 4.99
trillion (USD 1,672.2 million) corres-
ponds to Grupo SURA as the parent
company.

Here, Grupo SURA issued bonds on
the local market worth COP 550,000
million (USD 190 million) at the end
of February 2017. These funds were
used to finance part of the purchase
of a minority stake held by both the
International Finance Corporation
(IFC), and the IFC ALAC Fund in SURA
Asset Management.

TYPE OF INDEBTEDNESS

o D4%
Grupo SURA and subsidiaries

o 33%
SURA Asset Management

o 13%

Suramericana

o /47"

Bonds

o 207

Banks and Leasing

o 2%

Derivatives

o/
o
o 4

Preferred dividends

Another of last year's highlights was
SURA Asset Management's interna-
tional bond issue for USD 350 million
in April 2017, producing a bid to cover
ratio of 8, which was interpreted as a
vote of confidence from the investor

community.

Likewise, debt maturing in 2017 and
2018 was refinanced in the amount
of COP 708,000 million (USD 237 mi-
llion) so as to ensure a more flexible

cash position over the next two years.

OTHER STRATEGIES

Finally, two other measures were

taken to ensure a more efficient ca-

pital structure, namely:

e A dividend distribution propo-
sal was submitted at the Annual
Meeting of the General Assem-
bly of Shareholders held in 2017,
consisting of paying out a total
of COP 280,780 million in divi-
dends, of which COP 237,782 mi-
llion were paid out in the form of
preferential shares, that is to say,
85% of the total amount to be dis-
tributed, with the remaining COP
42,998 million in cash.

e An exchange rate hedging plan
was structured to mitigate the
Group’s exchange and interest
rate exposure.

CAPITAL ALLOCATION CRITERIA

In keeping with our efforts to provide
added value and ensure our ongoing
profitable growth, we made headway
in 2017 with updating Grupo SURA's
capital allocation guidelines, based
on the understanding of the inherent
competitive advantages as well as the
risks, exposure levels and resource

availability concerns.

With regard to the more significant
acquisitions that took place last year,
the Group purchased the minority
stake formerly held by IFC and ALAC
in SURA was Asset Management.
This transaction worth USD 382.5 mi-
llion was completed in April 2017 and
consequently Grupo SURA increa-
sed its stake in this subsidiary from
78.7% to 83.6%.

Also, in the interests of strategically
optimizing its portfolio, Suramerica-
na acquired a 100% stake in the Mexi-
can Life Insurance firm that formerly
belonged to Sura Asset Management.
This transaction, worth USD 20.6 mi-
llion was completed in November of
2017. Regulatory authorization was
still pending at the end of last year.

This transaction shall complement
and diversify Suramericana’s offe-
ring in Mexico, besides enhancing
its competitive position in this part
of the world. For its part, SURA As-
set Management shall be focusing
its efforts on growing its pension,
savings and investments business in
this country by reaching out to new
consumer and corporate segments.
At the same time, both subsidiaries
shall continue with their shared pur-
pose of harnessing the synergies
existing with their complementary li-
nes of business thus enhancing their
value-added offerings.

INVESTMENT MONITORING

On the other hand, Grupo SURA has
put into place processes and pro-
tocols for monitoring and tracking
the performance indicators of all its
Companies, in order to ensure their
profitable growth in the mid- and long

term and, in so doing, create added

The Group's
stake In
SURA Asset

Management

o 83.6%

(2016~ 78.7)
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GRUPO SURA

Over the past year,
our IR Department
has held 300
meetings with
investors.

value for our shareholders and other

stakeholders.

In 2017, we worked on deploying a
new model for measuring our profi-
tability and the added value that each
and every one of our business units
provide. This model takes into ac-
count the particular characteristics
as well as the degree of consolidation
and integration and the overall si-
tuation of each of our business units
while projecting their likely level of

performance going forward.

This model is also helping us to opti-
mize our portfolio and strengthen the
decisions we are making with regard
to eventually divesting certain ope-
rations or lines of business lines we
consider to be non-strategic in nature,
as was the case when we sold off our
annuity business in Peru in 2017. We
also reinforced our criteria with regard
to possible future investments, these
being in keeping with our overall stra-
tegy while providing new capabilities
or strengthening the financial servi-
ces offered by the Business Group,
as is the case with our new corporate
venturing program, SURA Ventures.
For more information regarding SURA
Ventures, please refer to the Innova-
tion and Entrepreneurship Chapter

contained in this Report.

OUR INVESTOR RELATIONS

Grupo SURA also made much head-
way in 2017 with forging long-term
relationships with our investor com-
munity these based on trust, transpa-
rency and providing the market with
complete and timely information.

We also played an active part in ei-
ght conferences and non-deal road
shows, which have allowed us to

continue increasing the stakes held

by our international investors, who
already hold 21.5% of the Company’s
total share capital.

Likewise, we continued to improve
upon our financial reporting, having
incorporated the suggestions and
comments given in the form of fee-
dback from more than 300 meetings
that were held by our IR staff over this

past year.

Our IR Department also laid on new
processes so as to keep our current
and potential shareholders better
informed with the aim of providing
a more efficient service. This is
why well-differentiated strategies
are being applied for each investor
segment, attending their specific
situations  for more  enhanced
communications with this important

stakeholder group.

The efforts made in 2017 shall allow
us to address the challenges relating
to implementing a new regulatory
framework in Europe, namely “The
Markets in Financial Instruments Di-
rective” [known as "MiFID"], as well
as strengthening the processes that
ensure the ongoing open and fluid
dialogue we have established with
the market.

With regard to our performance on
the capital market, our shares con-
tinued to steadily climb with our or-
dinary stock (GRUPOSURAJ ending
2017 at COP 40,300, up 5.5% compa-
red to year-end 2016; while our prefe-
rred stock [PFGRUPOSURA] reached
COP 39,000 at year-end, for a year-

on-year increase of 5.4%.

GRUPO SURA'S STOCK PRICES

43,000

40,000

37,000

34,000

31,000

28,000
DIC-16 FEB-17

On the other hand, the COLCAP, Co-
lombia’s main stock index recorded
a year-on-year increase of 12%. Ave-
rage daily trades for 2017 in the case
of our own shares came to approxi-
mately COP 13,000 million, as we
continue to be one of the top traded
shares on the local market.

FINANCIAL INTERACTION WITH
OUR COMPANIES»

Here we have set up a permanent
exchange of information with the fi-
nancial departments of our subsidia-
ries and strategic investments which
in turn has allowed us to articulate
our group-wide efforts in achieving
a sustainable and profitable level of
organic growth. In this regard, our
Financial Committee held important
discussions in 2017 with regard to all
that concerning our strategic deci-
sion-making as well as other issues
that are important to us as a Busi-
ness Group.

This multidisciplinary governing body
had various issues on its agenda last

year, including optimizing our capi-

JUN-17 AUG-17

tal structure, coordinating access to
different sources of funding, as well
as the identifying opportunities for
enhancing our operating efficiency,
structuring our hedging agreements,
allocating capital and monitoring in-

vestments.

TAX STRATEGY

Grupo SURA drew up a new group-wi-
de tax policy in 2017 which is expec-
ted to be approved and released in
2018. These new guidelines are ba-
sed on our corporate principles, our
Codes of Ethical Conduct and Corpo-
rate Governance and are in due com-
pliance with the policy and regulatory
frameworks in effect in each country
where the Group is present. Strategy,
governance and tax risks form part of
this policy which has been drawn up
based on a reasonable interpretation

of the corresponding regulations.

The Tax Departments of Grupo Sura,
its subsidiaries and operating com-
panies throughout the region all acti-
vely interact with each other, thereby

ensuring our continuous improve-

@ GRUPOSURA
e PFGRUPSURA

0CT-17 DIC-17

ment through various of measures:

e I|dentifying opportunities and mi-
tigate financial and reputational
risk relating to tax interpretations
or treatments.

e Monitoring local legislative and
policy changes, as well as inte-
racting with trade associations
and Government entities.

e Discussing and analyzing am-
biguous tax initiatives and fiscal
positions in various countries,
with the support of outside ex-
perts, who promptly report their
conclusions to the appropriate
governing bodies.

e Determining the indicators to me-

asure tax management issues.

Finally, it should be noted that each
company is responsible for its own
tax obligations, in strict complian-
ce with all legislative and regulatory
frameworks, without prejudice to
applying the guidelines set by the
Business Group for the purpose of
unifying criteria, and according to the

type of tax involved.
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A CHAPERONE AMONG THE ROCKS

The little Andean Cock-of-the-
Rock loves the humid abundance
of the waterfalls and the sound of
gushing water. She migrated here
for protection, making her home in
the small caves hidden among the
rocks, that are luxuriously padded
with green moss thus forming a
stark background to her orange
plumage. The rhythm of the falling
water that descends like a melody,
ideal for dancing and courting the
female cocks, when males fight for
the honor of being chosen and being
able to show off their newly found
chaperones. When a female cock
chooses a male, it is because he is
the most handsome, because she
has been wooed with his coquettish
dancing and twittered compliments;
she then takes over the reins of the
nest and cares for their offspring.
The male cock is so handsome and
so much fun! It is lovely seeing him
preen himself in the circles of sand
every October.

ANDEAN COCK-OF-THE-ROCK

Scientific name: Rupicola peruviana

Class: Birds

Family: Contigidae

Order: Paseriformes

Region: Peru
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To strengthen stakeholder
engagement, especially now that
companies are playing roles that go
beyond purely economic concerns.

PRIORITY SDGS

pevetorment GLAALS

QUALITY
EDUCATION

M

DECENT WORK AND
ECONOMICGROWTH

o

GOOD HEALTH
/AND WELL-BEING

e

Upon defining our overarching cor-
porate purpose “to create well-being
and sustainable development for peo-
ple, organizations and society”, we ac-
knowledged three main obligations of
our Business Group, namely, unders-
tanding and meeting the expectations
of our stakeholders; maintaining a
watchful eye on emerging trends so as
to be able to identify the opportunities
and risks involved beyond our current
business environment; and provide
support to the natural transformation

of our business going forward.

These obligations shall always entail
considering environmental, social and
governance (ESG] factors in our deci-
sion-making, this in order to improve
the socioeconomic conditions of the
communities we serve, thereby gua-
ranteeing compliance with the afore-

mentioned purpose.

SUSTAINABLE DEVELOPMENT
GOALS (SDG)

In this order of ideas, the measures
taken on a day-to-day basis help Gru-
po SURA to have a greater impact on
the United Nations” Sustainable De-
velopment Goals (SDGs). As a Com-
pany belonging the financial services
sector, we We aim to contribute par-
ticularly with Goal No. 8 (Decent work

and economic growth).

However, the strategy as a respon-
sible business and projects aimed at
promoting sustainability, allow contri-
buting to the other 16 objectives, al-
though with greater incidence in those
related to health and well-being, qua-
lity education, industry and innovation.

Furthermore, sustainable growth
lay at the heart of the Company's
strategy for 2017, this for the purpose

of creating responsible value for our
shareholders. In this regard, Grupo
SURA’s Board of Directors approved
reconfiguring the functions of its
Corporate Governance Committee
which was given a new name,
the Sustainability and Corporate
Governance  Committee,  whose

functions are as follows:

Providing support to the Group’s
Board of Directors as well as
guidelines to Senior Management
regarding the Company’s ongoing
sustainability.
Providing guidance to Senior Ma-
nagement with adopting, monito-
ring and improving environmental,
economic and social practices.
Ensuring that sustainability and
corporate social responsibility re-
main part of the long-term stra-
tegy of both the Company and the
Business Group as a whole.
Periodically reviewing the Com-
pany's social investment and
sustainability commitments and
policies, which take into account
responsibilities to our stakehol-
ders and the corresponding stra-
tegy to be followed, this based on
current trends and best practices.
e Ensuring strict compliance with all
those commitments, policies and
other internal rules and regula-
tions that the Company is uphol-
ding in terms of its sustainability
and responsible social investment.
Recommending to the Board all
those measures to be adopted in
connection with Sustainable Deve-

lopment Goals (SDGs

It should be noted that the Company’s
strategy and the good practices thus

adopted have been recognized by the
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MATERIAL ASPECTS

Business development

‘ STAKEHOLDER GROUPS

Clients - users
Employees

Customer care
personnel

Suppliers

Trade Associations and
Federations

The Community

most prestigious global sustainability

indices and analysts, including:

e The Dow Jones Sustainability In-
dex (DJSI).

e The Carbon Disclosure Project
(CDP).

e The Oekom Research AG, which
ranks sustainable investments for
asset management firms.
FTSE4Good, belonging to the FTSE
Russell family of global indices.
MSCI, a leading investment re-
search firm that ranks environ-
mental, social and corporate go-
vernance practices and forms part
of the family of Morgan Stanley

Capital International indices.

At the same time, Grupo SURA has
embraced the Global United Nations
Compact governing the introduction
of practices with regard to respecting
human rights, labor standards,
environment conservation and

transparency.

SUSTAINABILITY PRACTICES

Over recent years, inclusion and finan-
cial education have become important
issues that the governments of both
developed and emerging economies
have placed on their political agendas,
with multilateral organizations and

the private sector following suit.

Being able to further knowledge, de-
velop individual skills for decision-ma-
king and responsibly acquire financial

products are not only driving factors

for the region s development but they
are also helping to drive the economic
and social value of all those Compa-
nies belonging to the Business Group.

Suramericana and SURA  Asset
Management have drawn up action
plans for attending, protecting and
educating their financial consumers.
In this way they are focusing on
providing information and tools that
enable consumers to truly understand
the products they are being offered,
and to grasp the wider financial
system. They are also ensuring
utmost compliance with current rules
and regulations when responding to

requests from clients and users.

Grupo SURA's subsidiaries have also
increased their share of their respec-
tive sectors and have helped to extend
access to and encourage the effective
use of formal financial products.

Withthisaiminmind, both subsidiaries
have developed innovative solutions
to increase social inclusion, these
adapted to different needs in terms of
the segments served and expanding
markets, processes and channels.

This evidences the Group’s commit-
ment to ensuring the well-being and
competitiveness of both private indi-
viduals and businesses alike through
various programs and solutions, as

shown below:

7
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B wMexico
SUBSIDIARY PROGRAMS
sura % Social and financial education = 1,400 students of basic primary
nsseTmanacement  programs Aflatoun - Aflateen and secondary education
210 teachers
Financial education census - Certification of compliance with
conducted by the National financial education initiatives, as
Commission for the Retirement issued to Afore SURA
Savings System (CONSAR in
Spanish)
Let s Talk About Pensions - 2,744 members of the general public
9

Spokespersons for the “Let’s

Talk About Pensions” program
National Financial Literacy Week
¢ Savers and debtors

¢ Partnership between

SURA Asset Management and
Condusef

=
N

45 employees of Afore SURA

1,367 members of the general public
1,000 members of the general public

Touring Conference - “Know How > 1,653 university students

to Save and Know How to Spend”

=— DOMINICAN REPUBLIC

SEGUROS, TENDENCIAS
Y RIESGOS

SUBSIDIARY PROGRAMS BENEFICIARIES
S SURA school
surd 2 « Radio program “He Who

Asks, Learns”
e Series of university
lectures on risk and trend

415 university
- students and
members of the

COLOMBIA
SUBSIDIARY PROGRAMS BENEFICIARIES

S  SURAschool - 300 clientes,
sura =7 empleados, asesores

SEGUROS, TENDENCIAS
Y RIESGOS

¢ Training courses in risk
management, insurance
and personal finance

¢ Content repository:
escuelasura.com

ARL SURA documentation -
center

comerciales

Publico general,
empresas afiliadas

management general public
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ .
i reru
SUBSIDIARY PROGRAMS BENEFICIARIES
S NOW - - 90,000 clients (registere
sura= S

ASSET MANAGEMENT

digital strategy

=~ 13,099 students (children
and youngsters

210 teach

Entrepreneurship

The “Empowered - 74 students
Adolescents” program in
conjunction with the Happy

Hearts Foundation

CHILE
SUBSIDIARY PROGRAMS BENEFICIARIES
& ’ .
sura = Let’s Talk About Pensions - members of fhe
= general public
ASSET MANAGEMENT

Universidad Proteccion -~ Clientes
sura S empresariales,
=7 empleados
ASSET MANAGEMENT
Cycle of Conferences on - Publico general
“Moving from Words to
Dreamus Event - Empresas
corporativas,
formacion de jueces
The IDB s special plan - 340,000 trabajadores
independientes
Campaign: the 10 truths - 1.5 millones
regarding pension savings de lecturas.
Publico general
Refresher course on the - 1,200 clientes
latest tax reform
Tax streaming - 1,300 clientes
=

= URUGUAY

SUBSIDIARY PROGRAMS BENEFICIARIES
S Economy for All - Digital 94,433 visits, members of
surd =7 the general public

ASSET MANAGEMENT

Strategy

SURA Lecture on Economic
Confidence

Partnerships for carrying
out initiatives-Endeavor
Foundation

SocialLab -
Economics for All

FIEF (Interactive Economics
and Finance Fair) - In
partnership with 4 countries

Journalists

13,099 students (children

and youngsters)

45 projects submitted

11,115 students (children

and youngsters )




SOLUTIONS ORIENTED TO

Grupo SURA FINANCIAL EDUCATION

enhances t

ne

development of
the region by
encouraging
knowledge

and skills for

the responsible
and conscious
acquisition of
financial products.

iARGENTINA

Suramericana

Variable unemployment insurance
In partnership with the ITAU Bank.

5,674 policy-holders

[ MEXICO

México SURA AM

Various insurance solutions.
Emerging segment.

¢ Standard household

e Unemployment

e Personal accidents

o Civil liability - motorcycle accidents
* Bicycle accidents

71 ,71 2 policy-holders

Direct debit payments
Discounts through a TDD, that is
automatically transferred to the
client “s individual account, at the
frequency chosen.

41 ,256 policy-holders

Practical Life Insurance

A microinsurance policy covering
the need for protection upon the

death of the policy-holder or for

past expense incurred.

1 1 ,468 policy-holders

URUGUAY

Suramericana

Various insurance solutions.
Emerging segment

¢ Standard household

e Unemployment

¢ Personal accident insurance

o Civil liability - motorcycle accidents
* Bicycle accidents

71 ,71 2 policy-holders

COLOMBIA

Suramericana

SURA Asset Management

Basic Savings Fund

An investment fund catering to members of the
general public, regardless of their capacity to save,
while offering them immediate liquidity. This product is
straightforward and can be easily accessed, since the
client can open an account using just his or her ID Card
anywhere in the country, thanks to an agreement made
with a major collection network.

g DOMINICAN REPUBLIC

W
Suramericana

K CHILE

Suramericana

Various insurance solutions
for the emerging segment.

e |ife insurance e Protected business
e Unemployment e Micro-life
e Funeral

3 73 0 OOO beneficiaries

Debtors, unemployment and disability

Existing partnerships with

insurance in partnership with other entities e CCAF La Araucana

Insurance solutions aimed at people who
have no access to bank credit as well as

e BancoEstado
e Financoop

clients and users of family welfare institutes e Ripley Telemarketing

and retail stores.

997,1 1 7 insured lease-holders

Insurance correspondents

Insurance aimed at the emerging segment.
Low-cost insurance solutions (life, accident
and hospitalization) that are easily acquired
and readily understood.

1 ,341 policy-holders

Workplace Marketing

WeSURA

Collaborative insurance policy based on
assurance communities This is 100% managed
on-line Insurance for mobile phones, pets,
computers, tablets and bicycles.

4,841 policy-holders

Providing group insurance solutions to employees and their families directly in the client’s work
place, through a team of sales staff representing group life, health and car insurance among

other solutions).

1 54,1 20 policy-holders

Partnerships between Seguros SURA
and retail companies

Sura’s omnichannel, multi-format,
multi-brand and multiproduct strategy
for selling insurance solutions Especially
aimed at emerging segments.

2 millones mittion policy-holders

BiciSURA

Aimed at SURA's policy-holders who use

their bicycles as a means of transport. Here
memorable experiences and tailored solutions
are provided at BiciSura ‘s Service Centers as
well as the Bicycle Parking Network This is to.
beginin 2018

SURA Travel Insurance

Assistance and assurance when planning

and going on trips. This is marketed
in partnership with Viajes Exito, which
is the travel agency of a large chain of
hypermarkets in Colombia.

4, 500 policy-holders

Bifi - Financial Wellbeing

Direct sales

Insurance solutions (life, accident,
hospitalization). These are marketed
through the Novaventa sales catalog.

1 ,3 63 policy-holders

This solution is based on an in-depth understanding of how people “s needs change at different
stages of their lives, so as to be able to engineer a sustainable transformation of their financial
behavior patterns. This solution is aimed at Suramericana s employees.

Existing partnerships

o Almacenes Exito and SURA

e Corvette and SURA

* Exito Retail Group with EPS SURA and
Proteccion.

e Supermercados Euro and SURA.

Mis Aliados
Social innovation initiative Employability,

insurance per use and training platform.

Aimed at freelance workers. Is 100%
managed on-line

733 policy-holders

¢ Cruz Blanca
¢ Concreces Leasing

SURA Asset Management

Inclusive Branch Offices
Specialized service points for
people suffering from physical,
visual and auditory disabilities.
These facilities have proven
service protocols that are being
reinforced by digital tools.

% PANAMA

Suramericana

Unemployment insurance
Partnership with the Banitsmo Bank

2,448 policy-holders

Collective debit balance
Protecting the pension
portfolios of the Social
Security Institute.

2 ,473 policy-holders

ANNUAL REPORT 2017



-
-
(-]

GRUPO SURA

103-1

MATERIAL ASPECTS

Human rights

STAKEHOLDER

Clients
Employees
Suppliers

We recognize

the importance

of maintaining

a fluid dialogue
with employees,
workers, suppliers
and clients.

HUMAN RIGHTS

Grupo SURA's commitment to uphol-
ding human rights is in keeping with
the United Nations " guiding principles
on business and human rights, as well
as the principles relating to the Inter-
national Labor Organization’s Decla-
ration on Fundamental Principles and
Rights at Work

At the same time, the Company
upholds the guidelines issued to mul-
ti-national companies by the Organi-
zation for Economic Cooperation and
Development (OECD) and is a signa-
tory of the UN Global Compact. This
commitment is materialized through
the following

e Our corporate principles

e The Sura Business Group’s Code of

Ethical Conduct

103-2

01

e Employment principles

e Code of Conduct for Suppliers.

We also recognize the importance of
maintaining a fluid dialogue with our
employees, workers, suppliers and
clients. This iswhy in 2015 we began to
deploy our human rights management
cycle (see diagram). This began with
an evaluation of the potential impact,
which was carried out in Colombia, in
order to understand the effects that
the Business Group’s strategy and
the activities of its Companies could
have on this issue, against a backdrop
of constant change. As a result of this,
a methodological framework was
drawn up whose points of reference

are our guiding principles.

Public commitment
to respecting human

rights

06

Accountability o0 O s

HUMAN RIGHTS

02

Analyzing the
risks affecting our
processes

MANAGEMENT
CYCLE
Remediation .. L. Introducing
plans improvements to the

04

processes analyzed

Monitoring the
amount of progress

made

MATERIAL ASPECTS

Environmental impact
management

STAKEHOLDER GROUPS

Clients
Employees
Suppliers

Reducing
our water
consumption

v 79%

THE ENVIRONMENT EXiiEA

In 2017, the 23rd Annual Conference
on Climate Change [COP23) was held
in Bonn. A warning was given in this
German City of the need for countries
to embrace the commitments outli-
ned at the Paris Conference (COP 21),
aimed at unifying efforts to keep the
planet from warming more than 2 de-

grees Celsius.

According to the latest projections,
the emission reduction commit-
ments, as set out in the agreement
signed by all member countries, are
not sufficient. This shall pose direct
and irreversible consequences for
global economic performance, with
resources becoming scarcer and
ecosystems and the services these
provide becoming more depleted.
This challenge requires the active
involvement of the private sector in
order to mitigate this environmental
threat and ensure that prevention

measures continue over time.

103-1
As investors, we take responsibility

for inculcating respect for the envi-
ronment while taking a long-term
view of environmental conservation
in order to meet the expectations
of our stakeholders. In this sense,
Grupo SURA has made headway
with understanding the risks and
opportunities arising from environ-
mental conditions, climate change
and its manifestations, understan-
ding our corporate role in handling
trends such as the carbon market,
responsible investing, the depletion
of natural resources, fluctuating

commodity prices and other effects

of environmental change as well as
regulatory and market conditions.

In order to address these issues, we
manage our investment portfolios
bearing in mind the environmental
performance of all those companies
that form part of the SURA Busi-
ness Group. Similarly, we evaluate
investment alternatives in projects
focused on providing solutions for
environmental challenges. We are
also encouraging our subsidiaries to
develop products and services that
respond to current environmental
conditions while creating value for

our clients.

Eco-efficiency EnFzl N2

Energy consumption Grupo SURA's
energy consumption is either direct,
in the form of the fuel used by its own
vehicles and corporate aircraft or in-
direct, which is purchased from the
national energy grid. We reduced our
direct energy consumption by 37% in
2017 in the case of air travel and 42%
on overland trips using our corporate
vehicles. On the other hand, our indi-
rect energy consumption rose by 30%,
due to having moved into our new and
larger headquarters which demands
air conditioning equipment with hi-
gher capacity and coverage. Never-
theless, it must be noted that Grupo
SURA's new corporate headquarters
were specially designed based on

energy efficiency criteria.

Water consumption Here we reduced
our consumption by 79%, thanks to

having moved to our new headquar-

=2 ANNUAL REPORT 2017
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ters with its own water meters that
eliminate all outside factors that could

affect this measurement.

Paper consumption: the majority
of the paper we consume is sourced

103-3

from FSC- (Forest Stewardship Coun-
cil TM) forestry plantations or is paper
made from the sugarcane waste pro-
duced by sugar manufacturing. Grupo
SURA's paper consumption rose 30%

year-on-year.

ECOEFICIENCY INDICATORS AT HOLDING COMPANY

LEVEL

Direct energy consumption (No. Of Energy Units (MJ))

2017 |

| 1,569,709

] 2,701,033

2016 |-

942,264

Indirect energy consumption(MJ)

634,212

5 791,049

Water consumption (m?)

2017 |

132

2016 |1

2015 |;

Paper consumption (tons)

2017 |

2016 |

0.33

2015 [

| 3,631,649

| 824,393

ECOEFFICIENCY PERFORMANCE

2017 VS. 2016

v 37%

Corporate aircraft

v 42%

Corporate vehicles

P 30%

Indirect
energy consumption

v 79%

water
consumption

P 30%

paper
consumption

GRUPO SURA'S CARBON
FOOTPRINT
Per source

° Zl5396

Corporate aircraft

:3[)96

Corporate air travel

° 1 (596

Corporate vehicles

o 4%

Energy consumption

0/
/C
i O !

Paper consumption

305-5
Carbon footprint .Grupo SURA measu-

res the carbon dioxide (CO2) emissions
produced by its business activities in
order to be able to manage the amount
of direct and indirect energy consump-
tion that produces such emissions. For
this purpose, we are endeavoring to
achieve significant reductions with new
technologies, consumption reduction
campaigns and training programs as
well as encouraging the use of alter-
native sources of energy. One of our
main objectives is to standardize our
consumption metrics so that they can
be more readily compared amongst
our different countries as well as for
subsequently setting corporate targets

in this respect.

These measurements and indicators
have been based on the emission
factorsissued by the Colombian Mining
and Energy Planning Department
(-UPME in Spanish]- as well as the
Greenhouse Gas (GHG) Protocol.
Using these factors as a baseline, we

intend to draw up strategies to reduce

305-11305-21305-3

the impact of our operations on

climate change. Our carbon footprint

is measured and categorized in three
broad scopes:

e Scope I: emissions produced
by direct energy sources, which
are owned or controlled by Gru-
po SURA. The reduction obtained
this past year was due to having
decreased the number of flying
hours corresponding to our corpo-
rate aircraft as well as trips made
using our company vehicles.

e Scope Z:indirect emissions produ-
ced by electricity purchased from
the national grid. The change in
the energy emission factor in Co-
lombia has allowed for the corres-
ponding carbon footprint to be fur-
ther reduced.

e Scope 3: other indirect emissions
including emissions from suppliers,
clients and other participants in the
life cycle of the services provided by
Grupo SURA. The increase reported
for 2017 is largely due to the increa-

se Iin corporate travel.

EVOLUTION OF EACH SCOPE

(Number of tons of CO, )

SCOPE 1
329.89 310.42 185.00 Vv -40.4%

SCOPE 2
49.6 33.73 18.95 v -43.8%

SCOPE 3
74.08 75.15 88.66 ™ 18.0%

=2 ANNUAL REPORT 2017
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GRUPO SURA'S WASTE

CLASSIFICATION

° 67% ° 2%

Ordinary waste Glass

15% o D%

°

Paper Metal
° 40/0 ° 8‘7‘,’,,

Cardboard Organic
° 2%

Plastic

Waste management Grupo SURA
has located waste collection points
on every floor of its Corporate Head-
quarters, in keeping with the standard
color coding for such. The building s
administration is responsible for the
final disposal of the waste thus co-
llected, which is handed over to waste
disposal firms specialized according
to the type of waste, normally organic,
ordinary, dangerous and recyclable.
We also performed a waste characte-
rization in 2017.

ENVIRONMENTAL MANAGEMENT AT
SUBSIDIARY LEVEL

Suramericana

Energy consumption. In Colombia,
practices such as technological
renovation and the  scheduled
functioning  of air  conditioning
equipment and lighting fixtures have
been implemented, and motion
sensors have been installed for turning
off lights and taking advantage of
natural light. However, this subsidiary’s

energy consumption increased by 4%

INDIRECT ENERGY CONSUMPTION (MJ]

FOR COLOMBIA

| 101,454,02

97,366,329
97,245,567

2017 2016 2015

3,505,824.0

2,948,288.4
3,163,291.2

~
0]
o
oy
)
N
~
o

Rep. Dom Panama  El Salvador Mexico

for 2017, this due to an 8% increase
with its headcount (administrative,
customer care and sales personnel
as well as interns and trainees)
and in the number of corporate
headquarters (12 new regional
offices). The following are just some
the measures implemented by some
of our international subsidiaries:

e Mexico has continued to deploy ini-
tiatives facilitating a more efficient
use of energy, such as reducing the
time air conditioning equipment
remains on and the use of sensors
that turn the lighting off and on as
needed.

e In Panama we replaced the tra-
ditional lighting fixtures with LED
lights in two of our premises in this
country, this representing energy
savings of 193,849.2 MJ as of Sep-
tember 2017 (USD 7,000).

e In the Dominican Republic we ob-
tained an 8% reduction, thanks to
new air conditioning technology at
our main headquarters, which re-
presented savings of 63,953.3 MJ,
worth USD 3,200.

| 10,872,252.0

3,937,348.8

|
[ ] 17764643
[ | 8568000

Chile Brasil Argentina Uruguay

303-1

WATER CONSUMPTION ON THE
PART OF OUR SUBSIDIARIES

ABROAD
(In cubic meters - m?)

e 2017
e 2016

El Salvador

Rep. Dom

305-1)305-2{305-3

SURAMERICANA'S CARBON FOOTPRINT IN COLOMBIA

(Number of tons of CO, )

SCOPE 1

1,168.5 1,614.28 1,575.8 v -2.0%
SCOPE 2

6,108.6 5179 2,332 ¥ -55.0%
SCOPE 3

1,706.9 2901.0 3,259.0 ™ 12.3%
305-5

Carbon footprint. With respect to
our carbon footprint, as covered by
Scope 1, we recorded a reduction
of 38.51 tons of CO2e in 2017. Ne-
vertheless, fuel consumption to our
electricity generating plants rose to
our Insurance (18%) and Social Se-
curity (52%] lines of business, main-
ly due to the blackouts experienced
with the local power grids in the
northern and western parts of the
country.

To Scope 2, the fact that the ener-
gy emission factor was amended in
Colombia helped to reduce our con-
sumption in this we also invested USD
876,217 in 2017 in new air conditioning
equipment, which reduced our carbon
footprint by 17.9 tons of CO2e, thanks

to the more efficient new equipment.

Lastly with regard to Scope 3, we re-
corded an increase of 12.3% due to
more corporate trips being taken al-
though our paper consumption dro-
pped by 2.05%. It should be noted that
28% of the carbon footprint corres-

ponding to corporate trips corres-

ponds to the journeys made by clients
and/or policy-holders of our Workers’
Compensation and Health Care Sub-
sidiaries, given the medical treatment
they receive and/or the need to attend
rating meetings, the cost of which in-
surance companies must assume in

accordance with current regulations.

Waste management The waste pro-

duced by the activities of Suramerica-

na are diverse in nature and depend on

the activities of each of its Companies:

e Organic, ordinary and recyclable
waste (paper, glass, cardboard,
electronics) on a corporate head-
quarter level.

¢ Biological waste from health provi-
der facilities.

e Waste from car damage/acci-
dents such as oil, batteries, coo-
lants, fuels and gases or scrap
metal, plastics and other recove-

rable waste.

Our waste management function is
mainly focused on separating our
waste at source, by standardizing the

corresponding color coding and ma-
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king available the respective contai-
ners for the disposal of different types
of waste, while ensuring that their size
is adequate. We also take advantage
of recyclable waste which is sold on to
waste management firms; old com-
puter equipment which is still in good
condition is either donated or sold off;
and hazardous electrical and elec-
tronic waste (according to the WEEE
directive) as well as that entailing bio-
logical risk all of which require spe-
cial disposal methods are collected
by certified and specialized firms for

their final disposal.

SURA Asset Management
As part of its commitment to the en-
vironment, in 2017 this subsidiary ca-
rried out various measures both from
the investment management and ope-
rating standpoints. The following are
just some of the highlights of this sub-
sidiary s performance in this respect:
e In December 2017, SURA Asset
Management joined the United
Nations” Portfolio Decarboniza-
tion Coalition (PDCJ, a program
that encourages investment com-
panies to apply low carbon invest-
ment strategies. This initiative is

302-1§305-1

(Number of tons of CO, )

expected to be further consoli-
dated in 2018 upon fully defining
each of the measures required for
fulfilling this commitment.

e The Ecoefficiency Management
program was developed and im-
plemented, which helped stan-
dardize the measurement cri-
teria used as well as developing
a new tool for monitoring and
managing the following environ-
mental indicators at all 6 regio-
nal headquarters: water con-
sumption, energy consumption,
waste generation, greenhouse
gas [GHG) emissions, consump-
tion of raw materials and envi-
ronmental management. With
the aforementioned tool we ob-
tained a baseline for measuring
the environmental performance
of both the Company and of each
of its operations in the different
countries.

Carbon footprint. Upon carrying out

the aforementioned project, we iden-

tified the following outstanding initia-
tives being carried out by SURA Asset

Management this for the purpose of

reducing our carbon footprint.

SURA ASSET MANAGEMENT'S CARBON FOOTPRINT

e Mexico: where a program has been
deployed that consists of sending
electronic account statements to
our clients, thereby reducing our
consumption of paper, printing ink
and delivery costs to the client's
home. This has in turn diminished
the pressure on natural resources
and reduced GHG emissions, both
in the production and distribution
of paper and account statements.

e Colombia: additional headway
was made with solid waste ma-
nagement with an awareness
campaign being staged. One of
the main achievements with this
project has been obtaining a waste
compacting unit that reduces the
volume of waste produced, thereby
facilitating its temporary storage
and lowering the corresponding
transport and final disposal costs.

e Chile: SURA Asset Management's
regional headquarters in this part
of the world, which opened in
2013, obtained its LEED gold certi-
fication for its energy and environ-
mental design. In 2017, a rainwa-
ter collection system was deployed
for bathroom and garden watering
purposes.

SCOPE 1
26.71 140.55 9.24 5.02 32.95 - 177.66 392.14
SCOPE 2
39.99 555.98 1,602.57 1,746.08 295.98 8.82 0.24 4,249.67
SCOPE 3
415.42 175.90 428.87 2,116.62 232.25 2.04 12.09 3,383.2
TOTAL
482.13 872.43 2,040.68 3,867.71 561.19 10.86 189.99 8,025

&

305-1]305-2|305-3

SURA ASSET MANAGEMENT'’S
ENVIRONMENTAL INDICATORS

N

EL SALVADOR

e 3859.0m?

* 3572.9MJ £
PERU

e 9087.3m?

e £4,098211.2MJ

CHILE §\\\\\W////gg

o 222942 m?

e 15,833,458.8 MJ

e 5,204,779 km

Total

©®© WATER CONSUMPTION ® ENERGY CONSUMPTION

58,159.4 m?

43,838,220.3 MJ

MEXICO

° 6429 m?
* 12,596,648.4 MJ
* 4,036,841 km

COLOMBIA

Proteccion

* 19,852.1 m?
* 10,052,877.6 MJ
e 1,025518.7 km

Corporate

* 1,280.9 m?
e 723,115.8 MJ
* 3,950,265 km

URUGUAY
° 11430 m?
* 550,335.6 MJ

® AIR TRAVEL

16,623,446.7 km
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e Peru: here the SURA recycling
program was deployed, promoting
the recycling of materials such as
paper, newspaper, cardboard, PET
bottles, cans, batteries, among
other articles. The money obtained
from selling this waste was used to
set up a fund for community envi-
ronmental initiatives. This project
won the Recycling for the Commu-
nity competition.

INTER-INSTITUTIONAL

PARTICIPATION

Grupo SURA, its subsidiaries and affi-

liates took part in various events that

were staged in 2017 for the purpose of
promoting inter-institutional involve-
ment in environmental issues:

e The Regional Environmental Com-
mittee of the Antioquenian Chap-
ter of the Colombian National As-
sociation of Businessmen (ANDI).

e Cycle Seven 2017: "Sustainability
in Latin America” Week.

e Colombian Business Council for
Sustainable Development (BCSD),
the Colombian branch of the World
Business Council for Sustainable
Development.

e Sustainability Principles for the In-
surance Industry, spearheaded by
the United Nations Environmental
Program Financial Initiative (UNEP
FI), of which Suramericana is a

member.

CARBON DISCLOSURE PROJECT
(CDP)

Grupo SURA has embraced the CDP
initiative - Driving Sustainable Eco-
nomies, that sponsors the global
environmental information disclo-
sure system allowing companies,
cities and regions to measure and
manage their environmental impact

on climate change, water and forest-

land. Its network of investors, repre-
senting a total of USD100 trillion in
conjunction with different Govern-
ments, employs data from the CDP
and applies the CDP vision in order

to make informed decisions.

It should be noted that companies
who measure their environmental im-
pact are better prepared to strategica-
lly manage such. All those companies
that transparently report this informa-
tion are able to make decisions based
on their access to a critical source of
global data that provides the required
evidence for measures to be subse-
quently taken. The following are just
some of the global indicators produ-
ced by this initiative:

e 87% of companies identified
opportunities when responding to
the CDP survey

e 67% of those surveyed obtained hi-
gher returns on their capital com-
pared to their peers who did not
take part in the survey.

e USD 53 billion in savings were re-
ported by the Companies who form
part of the CDP.

e USD 1.2 million was saved in inte-
rest payments by companies re-
porting to the CDP.

ENVIRONMENTAL CULTURE

In keeping with a responsible envi-

ronmental performance in all tho-

se countries where it is present, the

SURA Business Group carried out

various initiatives in 2017 that helped

further its culture of environmental
care and conservation:

e Grupo SURA sponsored a group of
18 employees from both the parent
company and Suramericana to at-
tend the Circular Economy Forum,
organized by the Americas Sus-

tainable Development Foundation.

SUBSIDIARY SAVINGS
IN COP

23

billion

SAVINGS IN INTEREST
PAYMENTS

1.7

million

A total of USD 8,000 was allocated
to this venture.

e Aninternal communications cam-
paign was staged for the benefit
of our employees on various envi-
ronmental issues relating to waste
and water management as well as
the protection of our oceans and
forests.

e Our Corporate Responsibility staff
received various training courses,
such as the Legal Environmen-
tal Management Seminar and a
Course on the Value of Sustain-
ability for Investors as applicable
to the Colombia Global Compact
network.

e Seguros SURA Colombia provided
training in environmental mat-
ters to both its employees and its
clients. The more noteworthy ini-
tiatives in this regard were the al-
liances formed with suppliers for
ascertaining the latest trends in
sustainable mobility (benefiting 3
employees); training in preventive
car maintenance (benefiting 994
clients); training in the handling of
hazardous waste (benefiting 542
employees); the Eco-Product fair
(attended by 3 employees).

e Seguros SURA in the Dominican
Republic drew up a plan for fur-
thering its environmental culture,
which resulted in savings totaling
USD 8,560, just by reducing the
Company s energy consumption.

Grupo SURA is fully aware of the head-
way made by its subsidiaries in terms
of the different environmental initia-
tives that were implemented, as well
as the opportunities to be had in fur-
thering, strengthening and enhancing
the Organization’s best practices. The
challenge now is to strengthen our

knowledge networks and standardize

the goals and targets set in terms of

our environmental performance. The

main environmental projects to be
staged in 2018 include:

e Performing an assessment of the
progress made with our environ-
mental performance at subsidi-
ary level.

e Defining short- and long-term
goals to reduce our energy, paper
and water consumption levels.

e Extending the measuring of our
carbon footprint to our subsidiaries.

e Continuing to monitor our eco-ef-

ficiency indicators.

DOMINICAN REPUBLIC

SAVINGS IN ENERGY
CONSUMPTION

- 8,060

102-9]103-1

SUPPLIERS

A company ‘s results depend to a cer-
tain degree on the suppliers of the
goods and services it consumes. Wor-
king in conjunction with our suppliers
means that the corresponding risks
and opportunities are shared for the
benefit of both parties, which is why it
Is so Important to act responsibly.

We, in the SURA Business Group, re-
cognize the important role that our
suppliers play in being able to deli-
ver our value promise to our different
stakeholders, which is why we have
drawn up a comprehensive supplier
management model which lays out
the basis for our relationships with
these, our constant allies in the pur-

suit of our corporate goals.

This model forms part of our risk
management and internal control
system, our long-term relationships,
our firm commitment to sustainable
development and our adoption of best
practices and international standards.
These guidelines are contained in

our Comprehensive Supplier Mana-

MATERIAL ASPECTS

Best practices at
supplier level

STAKEHOLDER GROUPS

Clients
Employees
suppliers
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gement and Procurement Policy. We
also have put into a place a Code of
Conduct especially geared to our Su-
ppliers, which contains the principles,
rules and regulations that govern the
conduct of our suppliers as well as is-
sues affecting our relationships in this
regard.

103-2

Agreater knowledge of our suppliers
allows us to manage information
much more optimally as well as
identify the risks to which our Com-
panies may be exposed. This helps
us draw up the corresponding ac-
tion plans to further the effective-
ness and efficiency of our processes
and decisions and makes for more

transparent relations.

In this regard, we have drawn up va-
rious risk maps to help us evaluate

our exposure along our entire supply

chain, according to the particular cha-
racteristics of each line of business
and the nature of the respective su-
pplier or service provider.

204-1

In this order of ideas, for the purpose
of selecting and categorizing our su-
ppliers and service providers we take
into account (i) the level of risk invol-
ved; (i) the degree of maturity of their
financial, workplace, environmental,
governance and human rights prac-
tices; and (iii) the quality, price and
timely delivery of the goods and ser-

vices provided.

In 2017, Grupo SURA and its sub-
sidiaries, Suramericana and SURA
Asset Management paid out a total
of COP 3.84 billion (USD 1,218 mi-
llion] to its suppliers, 98% of which
corresponded to local suppliers and

service providers

Identifying
supplier risk

» Legal
» Fraud
» Corruption

» Reputation
» Operating
disruptions

STAGES OF SURA'S COMPREHENSIVE SUPPLIER MANAGEMENT SYSTEM

PARTICIPATIVE DEVELOPMENT AND
SEREEFION > MANAGEMENT > EVAIRRTIONS >STRENGTHENING
e Registration Two-way engagement Checking Initiatives that

e Categorization

e Evaluation

e Procurement/
hiring

mechanisms that
ensure compliance
with the Organizations
principles.

satisfaction

levels and the
implementation of
best practices.

allow us to qualify
both the supplier
and SURA's
management
regarding the
supply chain.

Highlighted practices

In drawing up our supplier manage-
ment practices, we made headway
with various initiatives carried out by
the Companies belonging to our Bu-

siness Group, including the following:

Business development program.
Aware of the importance of improving
the capabilities of our suppliers and
service providers we drew up a pro-
gram aimed at improving their func-
tions and technical and administrative
skills.

Other efforts in this regard include
our 4th Annual National Meeting of
Suppliers held in 2017 with 611 peo-
ple in attendance. This effectively
strengthened ties with our suppliers
and allowed Seguros SURA Colom-
bia to share its business vision. It also
offered us an important opportunity
for acknowledging our suppliers and
service providers as major players in
helping us to fulfill our corporate pur-
poses. This networking and learning
event addressed shared issues of in-
terest such as: management trends
and risks; tending to our sustainabili-
ty; service promise and leadership for
organizational transformation.

Collaborative communities: in order
to facilitate our cooperation efforts
and allow our supplier network to find
new avenues of growth and ways of
furthering their financial and opera-
ting efficiencies, SURA assisted a total
of 30 companies based in Medellin, as
part of the initial stage of its partne-

ring and joint development plans.

This initiative is aimed at encouraging
greater operating and administrative
efficiencies by advising our strategic
partners on how to enter new mar-
kets, obtain supplies using jointly
negotiated discounts and credits and
draw up a comprehensive vision of
their business in order to fulfill the
needs of the supplier company and its

other customers.

Means of engagement: we have laid
on a special portal, proveedorsura.
com, so that suppliers can access
relevant content, obtain payment in-
formation, download certificates and
carry out other strategic initiatives
that facilitate the Group’s supplier

management.

Challenges to supplier management

In order to continue enhancing our

efforts to ensure the sustainability of

our suppliers we shall be working on

the following fronts in 2018:

e Helping our subsidiaries to de-
ploy and standardize our Su-
pplier Management model, de-
livering our value promise to all
our stakeholder groups pursuant
to our organizational principles.

e Implementing the risk methodo-
logy defined for our entire supply
chain, so as to ensure our on-
going sustainability and business
continuity.

e Strengthening our partnerships
with the public, private and third
sectors for developing our su-
ppliers and service providers in
terms of their administrative and

technical knowledge and skills.

Amounts paid to
suppliers

GRUPO SURA

123,606

million

(USD 7.9 million)

SURAMERICANA

4,316

billion

(USD 1,446 million)

SURA ASSET
MANAGEMENT

71,035

Billion

(USD 346.8 million)

TOTAL PAGADO

" 0,374

billion

(USD 1,801 million)
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PROVEEDORES
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GRUPO SURA

160

Suppliers

SURAMERICANA

"3/ 424

Suppliers

SURA ASSET
MANAGEMENT

70,691

Suppliers

Total
suppliers

e /7% o 3%
Legal Natural
people people

© 0% e 4%
Legal Natural
people people

° 78 )
Legal Natural
people people

43,279

89.3%

DOMESTIC
SUPPLIERS

79.2%

NATIONAL
SUPPLIERS

76.1%

NATIONAL
SUPPLIERS

Change to number
of suppliers

P -21.6%

Policy
scope:

» Mergers and
acquisitions
» Own portfolio
Investments
» Third-party
managed

Investments

This policy has been made available
under the Corporate Responsibility
tab on the gruposura.com website.

103-1{103-2
RESPONSIBLE INVESTING

The context in which Grupo SURA
conducts its business poses impor-
tant challenges with adopting best
practices, developing solutions and
exploring new business alternatives,
thereby allowing us to remain relevant

and sustainable over time.

With this in mind, Grupo SURA not
only bases its decisions on the purely
financial but also environmental, so-
cial and governance (ESG) factors, so
as to ensure its long-term growth and

the mitigation of risk.

Currently, the Business Group upholds
a responsible investment policy, which
provides the framework for analyzing
different investments so as to conti-
nue strengthening and furthering the
growth of its Companies. Generally
speaking, this policy sets out the mini-
mum issues that our Companies must
consider from the ESG standpoint
when managing their investments and

handling disputes.

Grupo SURA's Risk Committee is the
highest governing body responsible
for discussing and issuing both ge-
neral and strategic guidelines with
regard to responsible investing. Fur-
thermore, each company has its own
governing body in ESG matters and
has put into place an investment and

risk analysis procedure.

In 2017, our Companies continued to
build upon their internal models so as
to have the required assessment tools

at their disposal for analyzing different
investments based on their specific
characteristics, the sectors to which
they belong and the countries where
these are located, this in the light of
the corresponding environmental, so-
cial and governance factors. Further-
more, we continued to work on pro-
viding constant training to the staff in
charge of deciding on where to invest

in terms of ESG best practices.

For Grupo SURA, responsible invest-
ment is part of its responsible busi-
ness practices and plays a fundamen-
tal role in addressing the challenges
relating to our ongoing sustainability,
inspiring trust, building upon our re-
putation and managing strategic risks
and trends. In keeping with our ethical
principles and our overarching purpo-
se of creating greater well-being and
sustainable development, the pro-
gress we have made in this field ser-

ves several criteria.

EVALUATING INVESTMENTS BASED
ON ESG CRITERIA

AUl ESG criteria are taken into account
as part of our investment and risk
analysis function prior to investing in
companies, projects and structures.
This ensures that we have a positive
impact on sustainable development
beyond the financial returns obtained.
This analysis directly affects the credit
ratings of all those issuers of securi-
ties in which our insurance and fund
management companies invest using
both their own portfolios as well as
those of third parties.
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AN OPPORTUNITY FOR DEVELOPING
AND OFFERING NEW PRODUCTS

ESG criteria are taken into account
when creating new products and bu-
sinesses as part of the services pro-
vided by our insurance companies as
well as new financial products on the

part our fund management firms.

RISK AND TREND MANAGEMENT
Our risk and trend management func-
tion allows us to better understand
the changes arising in our different
business environments from the envi-
ronmental, social and good governan-
ce standpoints that could eventually
have a positive or negative impact on
our Companies. Being able to manage
risk and trends beforehand allows us
to provide our clients with timely as-
sistance as well as drive their compe-
titiveness in a sustainable fashion.
201-1

SUSTAINABLE INVESTMENT MANA-
GEMENT

Specific business practices as relating
to investment management are hel-
ping to drive the sustainability of the
planet and the handling of risks asso-
ciated with climate change. In this re-
gard, our subsidiary SURA Asset Ma-
nagement joined the United Nations’
Portfolio Decarbonization Coalition
(PDC), a program that encourages
investor companies to embrace low

carbon investment strategies in 2017.

In view of the above, the challenge
facing the Sura Business Group con-
tinues to revolve around furthering its
knowledge of environmental, social
and governance matters. Here, we
must constantly review our policies
relating to the responsible investment
practices being uphold by our compa-
nies, in order to maintain the highest

standards and in so doing help drive

the Group's strategy. We also provi-
de assistance to all those insurance
companies that were purchased in
2016 in adopting such practices.

103-2

INVESTING IN SOCIAL DEVELOP-
MENT

Grupo SURA and its subsidiaries re-
cognize the impact they have on the
overall development of all those coun-
tries where it is present, not just be-
cause of our economic performance
but also our ability to influence public
policy-making and the different social
development projects carried out on a
local level. Inthis order of ideas, we are
involved with various initiatives aimed
at furthering individual and organiza-
tional skills, which in turn enhance
people ‘s quality of life and well-being
as well as the competitiveness of or-
ganizations and countries alike.

As part of our Corporate Responsi-
bility Strategy, we made headway in
2017 with drawing up our new Social
Investment Policy framework which
in turn was approved by our Board
of Directors. These guidelines shall
allow us to standardize, focus on, plot,
and measure the impact of our invest-
ments, either directly or through our
SURA Foundation, in all those coun-
tries where the latter has been legally
incorporated

This policy framework recognizes and
officially acknowledges the importan-
ce for the SURA Business Group of
investing in social development con-
cerns. This is why we continue with
our strategic focus on initiatives that
enhance the quality of education, en-
rich our local cultures and strengthen
our institutions. These initiatives can
easily be adapted to other countries
depending on their specific social si-

tuations and circumstances, while at

the same time meeting the social in-
vestment criteria and mechanisms, as

listed below:

Criteria for investing in social deve-

lopment:

e The project or initiative must be
entirely unrelated to any business
interests the Group may have

e Possibility of an articulated
collaboration  between  cross
sector alliances

e The work to be done must respond
to the actual context

e Social innovation initiatives are
involved

e An impact is produced on matters
of public interest

e Providing a source of additional
knowledge

e There is a clearly-defined project
management approach

e  Two-way communications are

firmly in place.

Social investment mechanisms

e Social development initiatives

e Volunteer Corps

e Business initiatives with a social
outreach focus

e Participating on the Boards
of Trustees of various social
development entities

e Strengthening our participatory

democracy

SOCIAL DEVELOPMENT INITIATIVES

Quality of education

This line of investment is aimed at
furthering the personal and techni-
cal skills of teachers and students
alike so that they make take advan-
tage of greater professional and job
opportunities, in keeping with socie-
ty s changing needs and challenges.
In 2017, a total of COP 7,264 million

MAIN SOCIAL INVESTMENT FIGURES FOR 2017 m=

SOCIAL INVESTMENT

IN 10 COUNTRIES

39,020

million

(USD 11.86 million)

Social investment
corresponding

to the SURA
Foundations

718,641
million
(USD 6.32 million)

Investments
made by the SURA
foundation over
the last 10 years

126,140

million
(USD 42.75 million)

IN COLOMBIA

The SURA Foundation, created in

1971, channels the resources of Grupo

SURA, Suramericana and SURA Asset

Management. It participates in projects
that create well-being and sustainable

development in the communities where

the Sura brand is present

VOLUNTEER CORPS

Managed by the SURA Foundation

2674 3,698

million volunteers
(USD 906,188)

OTHER SOCIAL
DEVELOPMENT AND
OUTREACH INITIATIVES

15,001

million
(USD 5.08 million)

35,181

Total volunteer
hours

Managed by SURA Asset Management and its subsidiaries

131 1,997

PRESENCE SPANNING 27 DEPARTMENTS

TOTAL AMOUNT
INVESTED IN SOCIAL
OUTREACH PROGRAMS

14,132

million
(USD 4.78 million)

million volunteers
(USD 444,385)
alliances with More of

70 180,000

direct beneficiaries
and approximately
896,000 indirect
beneficiaries

/3 896,000

initiatives indirect
beneficiaries

entities for the
development of

10,380

Total volunteer
hours

CONTRIBUTIONS RECEIVED
BY THE SURA FOUNDATION
FROM THE COMPANIES THAT
MAKE UP THE GROUP

13,910

million
(USD 4.6 million)

*. Including contributions from the SURA Foundation, our corporate volunteer corps and business initiatives with a social outreach focus.
* Invested directly by the Companies and which have a clear impact on social development.

ANN



GRUPO SURA

CoP

cop

INVESTMENTS MADE
IN 2017 TO ENHANCE
THE QUALITY OF
EDUCATION

/,264

million
(USD 2.46 million)

0

51%

Out of the total amount
invested

INVESTMENTS MADE
IN 2017 TO ENRICH
LOCAL CULTURES

2,991

million
(USD 878,009)

0

18%

Out of the total
amount invested

(USD 2.46 million) were invested. The
main achievements of this type of ini-
tiative are as follows:

e The coverage of the Felix and
Susana program was extended to
another 70 schools in 11 different
districts in Bogotd, in partnership
with the District Education De-
partment. This is the only time the
Sura Foundation has ever entered
into a co-financing agreement with
a local government entity.

e 786 meaningful classroom ex-
periences were documented, as
relating to the prevention of child
abuse and mistreatment, peaceful
coexistence, respect and diversity,
citizenship, among other impor-
tant topics.

e We began to evaluate impact that
our Felix and Susana education pro-
gram has had, this in conjunction
with the University de los Andes.

o 2,646 applications were submitted
from 23 different departments this
corresponding to the call for sub-
missions in 2017 for the Nicanor
Restrepo Santamaria Scholarship.

e 320 senior teachers from a total of
310 schools in 8 different munici-
palities in Colombia were invited to
enhance their skills as administra-
tive and community pedagogical
leaders, through the Transforming
Senior Teachers Program, which is
a nation-wide initiative sponsored
by the Businessmen for Education
Foundation.

e We sponsored a cultural aware-
ness program benefiting a total
of 5,880 children, youngsters and
teachers. Here, we were able to
expand on the cultural richness
and wisdom of Colombia s indige-
nous communities using educatio-
nal materials belonging to the An-

cient Indigenous Wisdom Project.

Cultural Development

This line of investment line is aimed at

initiatives that further entrepreneurial

skills and projects that connect local
communities to their own artistic and
cultural heritage. Conserving our cul-
tural heritage and promoting social
change through art and culture has
long been one of the Company’s main
interests.  The amount invested in

2017 came to COP 2,591 million (USD

878,009) in 2017 and produced the fo-

llowing achievements:

e For the first time, the communities
benefiting from the project "Me-
mory and Creativity: The Indigenous
Enterprise” took part in a National
Handicraft Fair ("Expoartesanias”)
which was held in Bogota.

e The cabaret performance "No One
Knows Who | Am” was chosen AS
Play of the Year by the readers of
the specialized journal Arteria.
This play was staged as a result of
the artistic education project Resi-
dencias Cundinamarca which was
implemented in conjunction with
the Museum of Antioquia.

e We also took part in the "Reimagi-
ned Museum” meeting in 2017, to
which museum curators from all
parts of the Americas were invited,
this organized by the Explora Park
in Medellin A total of 675 people
from 23 countries attended.

e Older adults were able to explore
their cultural heritage for the first
time at the National Museum of Co-
lombia, as part of an initiative aimed

at local communities in Bogota.

Institutional Strengthening

This line of investment is aimed at in-
viting Organizations to reflect, investi-
gate and weigh in on issues such as
justice, development, transparency,

democracy, environment and citizens-

INVESTMENTS
MADE IN 2017 FOR
INSTITUTIONAL
BUILDING
PURPOSES

1,074

million
(USD 533,262)

0

11%

Out of the total
amount invested

The SURA
Foundation
invested

1,833

million

(USD 621,142)

In implementing
social development
Initiatives outside
Colombia.

hip. A total of COP 1, 574 million
(USD 533,262) was invested in this
project that provided support for a
total of 38 organizations in 2017, be-
nefiting 184,512 people through the

initiatives taken.

Other programs

Last year, the SURA Foundation
invested COP 2,704 million (USD
916,070), that is to say 19% of the to-
tal, in initiatives aimed at improving
the quality of life for the underprivi-

leged in Colombia.

On the other hand, SURA Asset Ma-
nagement, through Proteccion S.A.
invested another COP 691 million
(USD 234,122) in social development
initiatives, that benefited approxima-
tely 24,244 people. Here the compre-
hensive care of the elderly was a pri-
me focus, through the “Live Better”
program, benefiting a total of 452

senior citizens.

INTERNATIONAL SOCIAL DELVELO-
PMENT INITIATIVES

In keeping with the international
expansion and consolidation of our
Group's business abroad, the SURA
Colombia Foundation made signifi-
cant progress in 2017 by extending
its scope to other countries where
SURA is present, by investing COP
1,833 million (USD 621,142} in social
development projects.

Likewise, the Group’'s subsidiary
SURA Asset Management allocated
a total of COP 1,455 million (USD
493,166) to social investment initia-
tives in Chile, EL Salvador, Mexico,
Peru and Uruguay. The following are
just some of the more relevant social
development programs being deplo-

yed outside Colombia:

Regional education and employabi-
lity alliances in Latin America

Three such partnership agreements
were entered into in 2017. The first,
in May, was with the international or-
ganization, United Way, in which we
pledged to further our education and
corporate volunteer efforts, the se-
cond was in June, when we embra-
ced an agreement for furthering the
employability of youngsters in the
member countries of Pacific Allian-
ce [ Mexico, Colombia, Peru and
Chile); and the third in November,
was when we partnered with the La-
tin-American Network for Education
(known as Reduca in Spanish) so as
to further our joint efforts in building
knowledge and applied education

research in Latin America.

The SURA Foundation in Mexico
and Chile

Lastyear we managed to consolidate
our SURA Foundation in both Chile
and Mexico so as to channel the
Group’s social development and
volunteerinitiatives in said countries,
mainly in connection with enhancing
the quality of education, enriching
our local cultures and strengthening

our institutions.

In Mexico, the SURA Foundation
focused on providing support to
the victims of an earthquake that
shook its capital city in Septem-
ber 2017. A solidarity fund was set
up amongst our employees with
the SURA Foundation donating
two pesos for every peso received.
Consequently 474 employees of
SURA Mexico raised a total of MEX
235,431 (12,449 USD] which gave
rise to a total of MEX 706,293 (USD
37,346) being handed over.
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The Felix and Susana educational
program in El Salvador and the Do-
minican Republic

Since 2015, the SURA Foundation has
entered into various technical coope-
ration agreements with the Business
Foundation for Development (FEPA-
DE), in El Salvador, and with the Busi-
ness Action for Education Foundation
(EDUCAJ, in the Dominican Republic,
this for the purpose of transferring and
implementing the Felix and Susana
methodology and program in schools
in both countries. At year-end 2017,
training had been given to a total of 500
teachers at 45 schools thus benefiting
some 11,000 school children. The total
amount invested in 2017 came to COP
1,744 million (USD 591,118).

Financial education program in
Mexico and Peru
This program provides children and
young people in both of these coun-
tries with the tools they need from
the standpoint of savings and entre-
preneurship so as to be able to make
better financial decisions that in turn
shall allow them to attain their goals
and aspirations.

e The program "Taking the Initiati-
ve" that Sura Asset Management
is staging in Peru, is aimed at hel-
ping children and youngsters to
become good “economic” citizens,
while creating a savings culture
and helping them to acquire the
attitudes, skills and knowledge
they need to become truly suc-
cessful entrepreneurs. In partner-
ship with the Regional Education
Department of Lima’s Metropoli-
tan Area, this program has already
directly benefited 13,099 students
and 210 teachers.

e |n Mexico City, the SURA Kids pro-

gram staged a summer vacation

course for children and youngs-
ters on the importance of savings
and welfare education. The various
initiatives carried out amounted to
an estimated investment of USD
57,000.

Improving school infrastructure in
Mexico and Peru

This program is aimed at enhancing the
actual physical infrastructures of basic
primary schools in the rural areas of
Mexico and Peru. In 2017, a total of se-
ven schools were either built or revam-

ped in Mexico and another in Peru.

SURA CORPORATE VOLUNTEER
CORPS

Through this program, spearheaded by
the SURA Foundation, our employees
are able to extend their personal and
technical abilities by dedicating their
time, talent and knowledge to furthe-
ring community development. This ini-
tiative has helped to improve people ‘s
quality of life and strengthen the Com-
pany’s ties with the community.

One of the range of programs that our
volunteers could choose from in 2017
was the “Meeting of Minds” program.
This consisted of two activities aimed
at enhancing community conditions
and improving school facilities in Ar-
gentina, Brazil, Colombia, Peru, Uru-
guay, El Salvador, Dominican Republic,
Chile, Panama and Mexico.

Other volunteer initiatives SURA As-
set Management and its subsidiaries
invested a total of COP 1,311 million
(USD 444,385) in its corporate volun-
teer initiatives, these aimed at making
employees more aware of the real
social conditions prevailing in each of
their countries. This included the fo-

llowing initiatives:

Social investment

on the part of
SURA Asset

Management and

its subsidiaries

in Chile, El Salvador,
Mexico, Peru and
Uruguay.

1,420

million
(USD 493,166)

“"MEETING OF MINDS”
PROGRAM

2,083

million
(USD 705,891)

SURA CORPORATE VOLUNTEER CORPS - 2017
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Peru Through the program called "A
Single Force”, employees are helping
those affected by natural disasters.
This included 51 employees and 57 of
their family members and friends who
dedicated a total of 1,351 hours to this

important cause.

Mexico Here the 'SURA School’, men-
toring program was staged for chil-
dren in third grade to acquire a second
language A total of 100 employees
and 57 of their family members and
friends dedicated a total of 549 hours
to this language program.

Chile A total of 57 employees were
actively involved as volunteer judges
in a Contest for Entrepreneurs called
Jump, thereby providing their knowle-
dge and business vision with regard to

the different competing projects.

BUSINESS INITIATIVES WITH A SO-
CIAL PROJECTION

In 2017, Grupo SURA and its subsi-
diaries invested a total of COP 12,855
million (USD 4.36 billion) in initiatives

Total

I Colombia ===m El Salvador ® VOLUNTEERS
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which, in addition to furthering the
SURA brand, invite people to reflect on
and take action with regard to different
social development initiatives on a lo-

cal level. These included:

The Hay Festival

SURA has served as a partner in Latin
America for this cultural event which
is held every year in Cartagena, Mede-
llin, Queretaro (Mexico) and Arequipa
(Peru). This provides an ideal oppor-
tunity for discussing and analyzing
issues relating to culture and sustai-
nable development, which are prio-
rity areas where the Group wishes to
make its mark.

Landscape. Heritage and identity.
An analysis based on the SURA and
Franz Mayer Collections

In partnership with the Franz Mayer
Museum in Mexico a photography
contest was held called “"Mexican
Landscapes Under the Lens” the aim
of which was to raise awareness of
mankind ‘s footprint on the environ-
ment and the importance of environ-

mental conservation.

® BENEFICIARIES

32,036

Caracol Titans

SURA sponsored the “Culture” ca-
tegory of this initiative staged by Ca-
racol Television the aim of which is
to recognize Colombians who have
dedicated their efforts to providing
opportunities, access and knowledge
to individuals and communities alike
so that they may develop their artis-
tic potential, thus facilitating greater
social inclusion and enhancing the

overall quality of life.

Partnership with the FNPI

SURA encourages the adoption of
best practices so as to further ethi-
cal journalism throughout the region
thereby helping to build responsible
public opinion leaders and preserve
democracy in Latin America. With
this in mind, we consolidated our
partnership with the Latin American
New Journalism Foundation (FNPI
in Spanish) in supporting two of its
banner programs, this in conjunction
with Bancolombia. The first of these
programs is the Gabriel Garcia Mar-
quez Festival and Awards for Journa-
lism, held for the fifth year running
in September 2017, in Medellin. The
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other program has to dowith the Secu-
re Ethical Journalism Network, whose
digital strategy is focused on providing
on-line consultations, opportunities to
learn and discuss matters on social
networks as well as holding meetings
with editors and heads of various Co-

lombian media.

Culture of care

Our Health Care subsidiary EPS SURA
and our Workers” Compensation sub-
sidiary SURA ARL helped to draw up
various educational and communi-
cation strategies designed to further
people ‘s well-being and provide a dig-
nified quality of life. This culture of care
program is a cross-cutting factor in be-
ing able to ensure better conditions for

both people and organizations.

Participating on the Boards of Trus-

tees of various social entities

In 2017, the Senior Executives of Gru-

po SURA and Suramericana served as

members of the Boards of Trustees

on the following social entities in Co-

lombia:

e Medellin’s Museum of Modern Art

e Centro de Ciencia y Tecnologia de
Antioquia (Antioguenian Center
for Science and Technology

e Fundacién Amigos del Parque Ex-
plora (Friends of the Explora Park
Foundation)

e Corporacién Parque Explora. (Ex-
plora Parque Corporation)

e Businessmen for  Education

Foundation

e Metropolitan Institute of Technology
e Corporacién Antioquia Presente
(Antioquia Present! Corporation)

e Fundacioén para el Progreso de An-
tioquia Proantioquia (Foundation
for Progress in Antioquia)

e Ballet Folclérico de Antioquia (An-
tioquenian Dance Company)

e Medellin Philharmonic Orchestra

CHALLENGES FACING OUR SOCIAL

INVESTMENT PROGRAMS

Based on the work carried outin 2017 by

the SURA Foundation in Colombia and

other countries within the region, we
have detected various challenges which
must be addressed going forward:

e Increasing our contributions to
social development in all those
countries where we are present,
either through own initiatives or
in partnership with other organi-
zations particularly with regard to
enhancing the quality of education
and enriching our local cultures.

e Continuing to build on the regional
partnerships entered into in 2017.
Here, in conjunction with Reduca,
we shall be publishing a research
paper on the Educational Panora-
ma in Latin America, as part of our
commitment to ensuring better
education throughout the region.

e Creating greater awareness and
acceptance of our Social Invest-
ment Policy Framework, in order
to consolidate and standardize the
metrics used to gauge the impact
of our social investment initiatives
throughout the region.
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