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Letter from
the CEO

At Grupo Argos we generate economic value
for our shareholders throughout investments
and businesses managed with a comprehen-
sive sustainability vision aimed at benefitting
all our stakeholders. We are an infrastructure
asset manager that operates under a coherent
strategic framework that defines and monitors
a sustainability strategy for each of our busi-
nesses with an ample perspective of risks and
trends so we can set goals and objectives as a
company and as a corporate group.

Convinced of the power of collective intelligen-
ce and with almost 90 years of experience in
the business world, Grupos Argos's corporate
actions have managed the needs and expec-
tations of all our stakeholders in an articulated
and conscious manner. This has allowed us to
consolidate our social capital, founded on rela-
tionships of trust, that enable continued maxi-
mization of the value of our investments and
ongoing profitable and sustainable growth.

In line with this sustainable vision and un-
derstanding the environmental impact of the
industries where we participate, we have de-
veloped a robust climate change strategy to
mitigate and offset our CO2 emissions as we
adapt our operations to the effects of climate
change. This document contains the progress,
results, and management of our climate change
strategy in line with recommendations made by
the Task Force on Climate Related Financial Dis-
clousure, TCFD, and with our commitment to the
2030 Agenda and its 17 Sustainable Develop-
ment Goals.

This report contains four chapters:

» Governance: Introduces the organization's
bodies responsible for assessing and ma-
naging climate-related risks and opportu-
nities.

Strategy: Analyzes climate change impacts
and opportunities related to our corporate
and business strategies, to make sure our
portfolio is consistent with a low carbon
economy.

Risks: Explains the process through which
we identify, assess and manage climate-re-
lated risks and opportunities.

Targets and indicators: Includes metrics
associated with our operations, and emis-
sions reduction targets for the company
and the corporate group.
We present this report as an exercise
in transparency that intends to offer useful,
in-depth information that will contribute to the
vision of and decision-making by all our stake-
holders and complement the organization's ma-
nagement reporting mechanisms.

Jorge Mario Velasquez
CEO Grupo Argos S.A.

This document can be
found on
WWW.grupoargos.com
and is complemented by
a separate section with
digital attachments,
avaiable in the
environmental section of
our ESG Databook here.

Executive Summary

In line with our vision for sustainability and un-
derstanding the environmental impact of the
industries where we participate, at Grupo Ar-
gos we are convinced of the need to act firmly
to minimize physical and transitional climate
risks and take advantage of climate-related
opportunities. Thus, in 2020, we voluntarily
aligned with the recommendations of the Task
Force on Climate Related Financial Disclosure
(TCFD) to proactively identify, manage, mo-
nitor and report the different aspects of our
climate strategy.

This document contains our first TCFD re-
port, a new milestone in our commitment to
sustainability. The report is structured around
the four chapters reommended by the intiati-
ve: governance, strategy, risk and opportunity
management, and climate change metrics and
targets defined by the organization.

Under Governance, we explain in detail how
the Board of Directors is our highest governing
body on ESG topics (including Climate Chan-
ge) and how the organization's administration
leads different compliance instances related to
the topics defined therein.

Under Strategy, we explain how we articu-
late climate change with our business strategy
as an asset manager, to make progress on the
following objectives: i) Understand and prio-
ritize the effects of climate change in invest-
ment processes, ii) Understand the current
and potential impact of climate change risks
and opportunities on investment performan-
ce, and iii) Quantify scenarios and design ad-

justments to capital assignment and financial
planning processes.

Risks describes the risks and opportunities
identification, quantification, and manage-
ment process. We have begun the process of
quantifying these topics for strengthened de-
cision-making aligned with the achievement
of strategic objectives.

Finally, Metrics and Targets contain the
organization's separated and consolidated
commitments to mitigate CO2e emissions by
2030.

This report results from joint, coordinated
work carried out by different teams in the or-
ganization. It adds to the organization's efforts
to consistently, reliably, and transparently dis-
close material information on its management
and monitoring of climate change-related
risks and opportunities, aiming to strengthen
our climate change strategy and its execution
while satisfying the reporting requirements of
all our stakeholders.


http://www.grupoargos.com 
https://www.esgdatabook.grupoargos.com
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Governance

Management by the Board

of Directors

Our Board of Directors is the highest manage-
ment body and bears overall responsibility for
managing and monitoring all economic, envi-
ronmental and social risks and opportunities,
including climate change. It has incorporated
climate change issues into its agenda and has
assisted with strategic definitions by the admi-
nistration.

In 2020, we submitted the Corporate
Group's climate change strategy to the Board of
Directors. This strategy was built alongside our
businesses and includes CO2ze emissions reduc-
tions targets out to 2030 and commitments
assumed in response to global and domestic
trends. This strategy was approved, and in 2021
we worked on building out the operational de-
tails required for its fulfillment.

To support the Board of Directors, progress
made towards the fulfillment of the clima-
te change strategy and monitoring of related
risks are reviewed periodically by members of
the Sustainability and Corporate Governance,
and Audit, Finance and Risk Committees res-
pectively.

For more information on our Board of Di-
rectors, the members of each of its committees,
and the ESG topics managed by each of them,
including climate change, please refer to the
ESG Databook 2021.

Climate Change -
S G We have an effective
trategy overnance corporate government

to execute our strategy,

focused on doing
X sustainable business
Board of Directors
to concrete climate

Sustainability & Corporate change solutions.

Governance Committee

Audit, Finance and
Risk Committee

—® | CEO

Steering Committee
Finance and
Strategy VP

Senior Director of
Sustainability

—#® CEO Committee

and actively contributing

Management by the
Administration

The Steering Committee, which includes the
organization's CEO and Vice-Presidents, is
the administrative body responsible for the
Climate Change Strategy, including the ma-
nagement and monitoring of associated risks
and opportunities.

It is supported by a Comprehensive Risk
Management System (SGIR, in Spanish), that
guarantees their identification, measure-
ment, evolution, assessment, and monitoring
and is aligned with the risk profile defined
by the Board of Directors and the Steering
Committee.

As a key complement for governance,
our Company has a variable compensation
system in place that promotes fulfillment
of strategic targets. This system pays sa-
lary bonuses to employees when targets are
met. Depending on the employee's organi-
zational level at the company, two types of
incentives may apply: short and long-term.
In particular, and intending to align the inte-
rests of our shareholders and the Company's
upper management, each year, sustainability
is included under the Long Term goals and
represents 20% of variable compensation
at Grupo Argos and the companies in the
Corporate Group. For 2021, 10% of this goal
was related to improving results on the Dow
Jones Sustainability Index and the other 10%
on a per-business construction, with appro-
val from the Boards of Directors, of a detailed
roadmap for meeting Climate Change goals,
including annual targets and budgets.

Table 1 describes the main topics covered, and the dis-
cussion and reporting frequency of risks and opportunities
to the Steering Committee.

Additionally, and in our role as asset manager, we
have worked with our investments in the Cement, Ener-
gy, and Roadway and Airport Concessions businesses to
strengthen the incorporation of climate change into their
business strategies, actively participating in their govern-
ment bodies and generating synergies, partnerships, and
investment vehicles that will allow us to attain our climate
goals. Besides Grupo Argos's participation on the different
committees of these businesses' boards of directors, the
Corporate Group's CEO Committee meets quarterly, and
these topics are covered aiming to share action plans and
generate synergies.

Future Outlook

« Monitoring of the different initiatives identified will be
included bianually on the Board of Directors' agenda,
aiming to mobilize Grupo Argos and its investments
towards their climate change goals.

« The long-term variable compensation for 2022 will me-
asure compliance with target CO2 values for the compa-
nies that make up Grupo Empresarial Argos according to
approved work plans.


https://www.esgdatabook.grupoargos.com
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Table1

Governance body

Board of Directors

Climate change responsibilities

and scope

Define and approve the organi-
zation's strategy, including its
climate change strategy - as
one of the organization's stra-
tegic risks - and monitor ESG
risks and opportunities that
arise.

Guide the CEO as regards
management of the business
and the risks it faces.

Maintain and overall, con-
solidated vision of the Corpo-
rate Group's climate change
strategy.

Frequency

Biannual

Main topics covered

Discussion and approval of proposed
climate change goals and commit-
ments.

Presentation of the climate change
strategy work plan and actions perfor-
med.

Audit, Finance and
Risk Committee

Make sure that the Board of Di-
rectors considers recommenda-
tions related to climate change
risks and opportunities.

Understand the implica-
tions of climate change risk
quantifications prior to their
presentation to the Board of Di-
rectors.

Oversee efficent mana-
gement of material risks and
opportunities.

Quarterly

Discussion of climate risk quantifi-
cation and the opportunities deriving
therefrom.

Monitoring and following-up clima-
te change risks and opportunities.

Sustainability
and Corporate
Governance
Committee

Make sure corporate governan-
ce practices, including those re-
lated to climate change, comply
with the Code of Good Gover-
nance.

Have knowledge of and
oversee implementation of the
Board's action plan for each ca-
lendar year, including a section
on sustainability.

Promote training for mana-
gers and directors on corporate
sustainability topics.

Biannual

Climate strategy and goals approval.
Discussion and analysis of alterna-
tives to achieve climate change targets.
Discussion of climate risk quanti-
fication and the opportunities deriving
therefrom.

Governance body

Steering
Committee

Climate change responsibilities
and scope

Evaluate Grupo Argos's position
and proposed action plans within
the Corporate Group's climate
change strategy.

Define guidelines for the
businesses on climate change
issues.

Frequency

Quarterly

Main topics covered

Presentation of the climate change
strategy work plan.

Presentation of emissions reduc-
tion targets, climate risks, and commit-
ments assumed.

CEO Commiittee

Frame the businesses' stra-
tegies within the Corporate
Group's climate change strate-
gy-

Proactively manage and
monitor climate change risks
and opportunities.

Create synergies and share
experiences that will allow us
to attend to the needs of one
business with the capacities
that exist in others.

Identify opportunities rela-
ted to new businesses or busi-
ness model innovations.

Quarterly

Follow up the work plan for strategy
execution.

Present and monitor the work done
for implementing the strategy and its
targets and commitments.
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gcrategy

Carbon neutral outlook

At Grupo Argos we work to become a conso-
lidated infrastructure asset manager that is a
reference for the Americas, capable of attrac-
ting institutional capital to grow selectively
and profitably with the development of regio-
nal platforms.

To date, and after the spin-off of Cementos
Argos's non-cement assets in 2012, the com-
pany has built an important asset base focu-
sed on the infrastructure sector. The experien-
ce developed over nine decades in the cement
business allowed us to consolidate, in a little
under ten years, an important asset base in
the segments of electrical power generation,
transmission, distribution and commercializa-
tion, roadway and airport infrastructure, urban
development, and real estate returns.

At the end of 2021, 36% of Grupo Argos's
separated income came from the real estate
business, 33% from the cement business, 27%
from the energy business, 17% from financial
activities, and -14% from the concessions bu-
siness. This confirms the progress we have
made over the last decade with the organi-

2025

Odinsa

zation's strategy that has focused on develo-
ping a business model as an asset manager to
maximize the profitability of invested capital
and returns on invested capital due to its asset
management capabilities.

To fulfill this strategy, and understanding
the context and the speed at which the planet
must make progress with global environmen-
tal needs, social gaps, and consumption habits,
we firmly believe in the need to understand
and prioritize the effects of climate change
within our investment processes, unders-
tand how the current and potential impacts
of climate change risks and opportunities can
affect the performance of our businesses, and
design the required transformations for capital
allocation processes and short-, medium-, and
long-term financial planning within this con-
text.

2050

Cementos Argos,
carbon neutral concrete

r N
|

2022
Grupo Argos
Real Estate
Business

2023

Celsia

» Grupo Empresarial Argos's 2050 goal has intermediate targets to reduce Scope 1 and 2

Greenhouse Gas (GHG) emissions by 2030:

 In terms of intensity, reduce COze emissions by 46% per million pesos in revenue compared

to 2018.

 Inoverall terms, reduce COze emissions by 37% compared to a 2015 baseline.

Within this framework, we have understood
that Grupo Argos needs to continue imple-
menting actions along the following lines:

1. Lead the articulation of work teams with
members from the different companies to
ensurefulfillmentofthe Corporate Group's
climate change strategy and its align-
ment with Science Based Targets (SBT).
Our roadway and airport concessions bu-
sinesses already have approved science
based targets, and we expect our Cement
and Energy businesses to be certified in
the short term. We will analyze how viable
and necessary it is to have SBTi-aligned
targets for Grupo Argos in its role as asset
manager.

2. Participate in the construction of climate
change-related public policy in our geo-
graphies of interest.

3. Work toward financially structuring cli-
mate change projects that will allow the
Corporate Group to:

« Implement climate change solutions in
the short term.

 Find joint funding options and accelerate
the development of research and develo-
pment initiatives for the main challenges
of the Infrastructure sector, which is the
focus of our investments.

» Make progress with the company's cons-
cious investment process to make sure
capital flows are more closely aligned to
defined targets.

Celsia Solar Yumbo
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In parallel, the businesses in which Grupo

Argos has investments will continue leading

processes focused on their industries. These

will consider at least the following aspects:

«  Definition of annual climate change tar-
gets based on 2030 roadmaps.

«  Executive compensation aligned with tar-
get fulfillment.

+  Action plans drawn up for 2030 to 2050.

«  Proactive climate change risk and oppor-
tunity management, including alignment
with the company's financial affairs.

«  Periodic reports to the BD sustainability
and government committees and a report
to the BD at least once a year.

Scenario analysis

To embark upon the process of identifying
potential climate change scenarios and un-
derstanding how these may affect our asset
management strategy, we have built out the
following three scenarios, based on scenario
planning exercises and technological oversight
in the sectors where we have a presence.

Scenario <1.5°C

Countries cooperate efficiently in the global

effort to reduce CO: emissions and prevent

temperature increases of over 1.5°.

« As a result of this cooperation, the technolo-
gies required for the corporate sector to redu-
ce costs in the transition towards a low-car-
bon economy are made viable.

« Within this scenario, portfolio businesses are
adjusted in line with global targets (e.g., Ce-
ment).

» New businesses incorporate climate align-
ment into their operating models, creating
an efficient diversification strategy.

« Our businesses maintain and/or improve
their long-term competitiveness and pro-
fitability.

» Our businesses adapts to physical risks
(acute and chronic).

Scenario >1.5°C and <2.0°C

Global cooperation has mixed outcomes (e.g.,

China vs. USA) and the planet does not achieve

neutrality by 2050, creating asymmetries in cli-

mate risks and opportunities.

« Technologies are not developed cost-effi-
ciently and a structure with "winners" and
"losers" arises.

* Our businesses have mixed long-term profi-
tability and competitiveness outcomes.

« A diversification strategy allows developing

and scaling certain businesses in line with

climate targets.

Physical risks are tolerable and businesses

maintain their continuity and capacity for

adaptation.

Scenario >2.0°C

No global cooperation. The planet heats up by

more than 2°.

« Gaps appear between countries and busines-

ses with more capital.

Our portfolio loses profitability due to re-

gulatory responses and/or lack of access to

technology.

« New businesses are less competitive than
global competitors.

» The organization does not manage to deve-
lop and scale businesses aligned with climate
targets.

« Our businesses suffer material consequences
due to the materialization of physical risks.

11

Additionally, to complement the processes
and actions mentioned above and to guaran-
tee the Corporate Group's resilience and com-
petitiveness, we continue strengthening the
following mechanisms:

Nature-based solutions (NbS): We have
become consolidated as the private company
that has made the greatest contribution to
restoring the country's forests with 11 million
native trees planted between 2016 and 2021.
This figure was made possible by Celsia's Re-
verdeC project, which has led the reforestation
process in Valle del Cauca and Tolima, planting
over 7.8 million trees, and Fundacién Grupo
Argos's Sembrando Futuro project, which con-
tributes to water security in the territories and
has planted over 1 million trees per year since
2021. We are convinced that this type of work
supports both the ecosystems themselves and
the benefits they provide that help solve envi-
ronmental and social problems, including cli-
mate change. We intend to continue working
along these lines and increasing massive vo-
luntary tree planting activities, with approxi-
mately 4.5 million additional individuals plan-
ted in 2022.

Conscious investment processes: Accep-
tance criteria within due diligence processes
for mergers and acquisitions include climate
change considerations, including new COze
emissions projections, social impact based on
our Value Added Statement model, and action
plans to ensure transactions are aligned with

our climate goals and anticipate potential risks in different
sectors.

Internal carbon price: Considering Grupo Argos's na-
ture as an investment manager, currently listed on the Co-
lombian stock market, our internal carbon price is linked
to the country's current regulations, which is at around
5 USD/t CO2. However, in our role as strategic architect,
we are working on strengthening internal carbon price
application for Grupo Argos and each of the businesses
where it has investments, according to their geographies,
industries, and the regulations of the countries where
they operate.

Innovation and Corporate Ventures: Investment pro-
ject and vehicle management by Grupo Argos and/or our
business to ensure early adoption and development of
new technologies to improve our portfolio's competitive-
ness. These include energy storage initiatives, electrical
infrastructure, green products and services for cement
business clients, shared micro-mobility models, among
others.

Outlook:

We will strengthen our climate scenario construction
process to invest in highly uncertain and/or early-stage tech-
nologies and business models.

We will continue exploring innovation ecosystems rela-
ted to CO2 capture and reuse.

We will strengthen application of the internal carbon
price within decision-making processes in both Grupo Argos
and the businesses we have invested in.

Microalgae
Cementos Argos
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Risk Management

Climate change risk analysis
process

Comprehensive risk management that consi-
ders the effects of climate change enables an
agile and proactive assessment of the favora-
ble and unfavorable impacts that could affect
business performance and the achievement of
our strategic objectives.

Our Comprehensive Risk Management
System (SGIR, in Spanish) is an iterative pro-
cess, fed into by different sources, including
strategic planning, risks in strategic busines-

ses, the materiality analysis, conversations
with stakeholders, and environmental trends.
The Board of Directors and the Steering Com-
mittee have prioritized 6 strategic risks, in-
cluding climate change risks. We used the
COSO-WBCSD methodology to ensure clima-
te change risks are identified, measured and
managed, endeavoring to include their impact
in our capital allocation and structure models.

Grupo Argos Strategic Risks

1 Capital costs and allocation

2 Social, political and economic
environment

3 Climate change

The Company also has in place a Corporate
Risk Policy and Handbook that define roles,
responsibilities, procedures and tools for sys-
tematic and anticipated risk management.
These guidelines are the foundation for inte-
grating climate change risks into our SGIR, ba-
sed on a "three lines of defense" model:

First line: The strategy and mergers and
acquisitions teams are responsible for asses-
sing climate change risks and opportunities
in the industries where we have investments.
They are also responsible for monitoring glo-

4 Reputation

5 Human talent

6 Technology and cybersecurity

bal and sectoral trends to feed back into the
strategic process.

Second line: Risks and Sustainability
teams assist these investment teams with
understanding climate phenomena and their
integration with business models, ensuring
companies have the tools to monitor and
manage them. They also support the cons-
truction of quantification models to define
whether risk-return ratios are consistent
with investment goals. Finally, Risks and
Sustainability teams build trend dashboards

and make recommendations on reporting
standards for for communicating their mana-
gement to different stakeholders.

Third line: The audit team independent-
ly verifies the control environment and the
measures that help improve controls and
management plans, including mitigation,
adaptation and compensation activities. It

Table 2
Risk Name

Risk Type

also accompanies target and metric verifi-
cation processes with external auditors and
verifiers.

Risk Description

Impact Description

Transition 1. Limited access to « Negative marks from shareholders, « Higher capital costs.
capital due to climate investors, and capital suppliers. « Lack of resources for project
change requirements. « Participation in high emissions sectors. development.

« Flaws in process adjustments and « Lower share liquidity due to exclu-
non-compliance with environmental sion from indexes and funds.
targets or international agreements. « Portfolio value affected by ex-

« Scandals arising from environmental clusions or negative markings by
issues that reduce the appetite of investors.
investors and capital suppliers.

Transition 2. Impaired value of « Asset unfeasibility due to high climate « Cost overruns at operations
investments or assets impacts. related to taxes, certifications, or
due to changes in « New taxes or offset systems that investments to adopt new opera-
regulations, operating create cost overruns for operations. ting standards.
standards, or other - Changing environmental policies that « Cost overruns and/or delays with
stakeholder require- restrict operations. project design and execution.
ments. « New operating standards adjusted to * Reduced revenue from lost market

international commitments. share or clients with new prefe-

« Changing consumer preferences due to rences.

a high carbon footprint of products or « Economic and accounting impair-
services. ment of investments affecting

- Social and environmental activism that portfolio profitability.
make projects or operations unfeasible. ~ + Impaired reputation.

« Changing trends around urban
development and construction regu-
lations.

Physical 3. Impaired value of « Assets located in areas that are highly « Cost overruns due to equipment

assets or investments
due to the physical im-
pact of climate change.

vulnerable to climate events.
Damage to equipment and physical
infrastructure from higher intensity
environmental events.

Interrupted operations due to climate
events (e.g., rains, landslides, etc.).
Lack of natural resources for opera-
tions.

maintenance and repair.

Higher investments to adapt
facilities.

Reduced revenue due to interrup-
ted operations.

Restricted or more expensive
insurance program.
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Table 3
Risk Name

1. Limited ac-
cess to capital
due to climate
change require-
ments

Climate change risk
quantification:

Risk management for the organization is le-
veraged by quantitative and analytical tools.
Several risk calculators were developed for
climate change risks to model different physi-
cal and transition risks. The purpose of these
quantitative exercises was to calculate short-
-using cashflow projections- and long-term
impacts, discounting said impacts to find po-
tential equity value effects.

Assessed transition risks include regula-
tory changes regarding taxes and the creation
of carbon credits, climate variations that affect
energy generation and commercialization ac-
tivities, changing consumer preferences, in-
vestments or cost overruns, among others.

As regards physical risks, we have geo-
referenced the facilities where our Corporate
Group operates. Several natural threats have
been assessed including hurricanes, floods,
droubts, tropical cyclones, and electrical stor-
ms, among others. These exercises have also
sought to incorporate new IPCC (Intergover-
nmental Panel on Climate Change) scenarios,
to model impacts deriving from physical and
transition climate change risks.

We have also designed a risk measure-
ment cycle to strengthen the way risks are
measured and integrate their results into long-
term financial models for making profitability,
capital structure, and risk management deci-

The results of these measurements have
also allowed us to connect risk management
with funding mechanisms, including insurance
and loans tied to ESG indators, among others.

sions.

Quantification

An MSCI study on the impact of the ESG rating on the cost of capital (WACC) found an inversely proportional
relationship between the two. It used a sample of 960 companies on the MSCI Emerging Markets index and
divided it into quintiles according to their ESG performance, with the companies with the highest score in the
highest quintile. A comparison between the highest and lowest quintiles (5-1) found that differences between
the costs of capital were between 50 bps and 115 bps depending on the type of industry.

In the specific case of companies in our portfolio and according to the GICS industry classification, WACC diffe-
rences found were 90 bps (Materials), 73 bps (Utilities), and 103 bps (Industrial). These differences are related to
overall ESG factors and not just to climate change. It should also be considered an acid scenario, as we assumed
the companies are at the bottom of the sample and not included in the intermediate quintiles.

2. Impaired value
of investments

or assets due to
changes in regu-
lations, operating
standards, or
other stakeholder
requirements

According to the prioritized transition risks for each sector where we have a presence (e.g., regulatory, market,
technology, and reputation), we estimate potential impacts of between -COP 220 and 340 billion, corresponding
to -5%-8% of annual consolidated EBITDA.

Highlights of the assessed scenarios include costs related to the implementation of taxes and regulated markets on
CO2eq emissions that mainly affect our cement business, a structural change in water resources that would affect
our electrical power generation and commercialization revenue, and changes in technical design and construction
conditions that modify infrastructure uses.

3. Impaired value
of assets or invest-
ments due to the
physical impact of
climate change.

We have assessed 539 assets considering 10 types of natural threats deriving from climate chan-
ge. After prioritizing the facilities with the greatest threat levels and comparing their exposure to in-
sured limits under each company's insurance program, we calculated a potential impact of between
~COP 22 and 28 billion (-0.5% of consolidated annual EBITDA)

Climate change risk and opportunity quantification scheme

Transition risks Opportunities
* Legal & regulatory R . « Energy efficiency
« Technology i Ll - Energy sources
- Market \ | - Products and services
* Reputation i » Markets

* Resilience
Strategic planning

Physical risks Risk management
 Acute L
« Chronic Financial Impact
* Revenue « Assets & liabilities

P&L FCL Bal. Sheet

« Access to capital

 Costs & expenses

Source: TCFD

Risk measurement cycle The risk and opportunity measurement process,

aligned with TCFD recommendations, uses stra-
tegic business indicators and environmental
data to build quantification models. We update
our models and calibrate our results periodica-
lly, as we obtain new information on the envi-
ronment and on measures implemented by the
businesses.

Business KPIs Environment data

Model selection

Simulation and VaR Scenarios Machine Learning

Model calibration
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Engagement processes with subsidiaries on their climate
change risks

Besides the process described in the Governance chapter, the main engagement
mechanism between Grupo Argos and its business on climate change risks starts
with high level participation by the Grupo Argos Steering Committee on each
business's Board of Directors, where management mechanisms implemented by
the administrations are discussed and the company's climate change strategy is
followed up by the delegated Committees (Risks and Sustainability).

In turn, Grupo Argos's climate change risks are aligned with the risks of the
businesses to guarantee that business fundamentals and trends connect to its
portfolio and to share synergies and best practices between the businesses, un-
derstanding their specificities.

On the other hand, the Grupo Argos risk team engages permanently with risk
teams at the strategic businesses, subject to the following principles:

Employees
Grupo Empresarial Argos

« Quarterly reports to the holding company's
risks area on strategic risks at subsidiaries.

« Monthly meetings between the holding com-
pany's and the subsidiary's risk areas to fo-
llow up on key topics.

« Expanded risk committees to monitor global
and business risks.

The businesses' vision focuses on organi-
zational resilience and climate change adapta-
tion. Thus, our strategic businesses have con-
tinuity and disaster recovery plans reviewed
and approved by governance bodies with
participation from the Grupo Argos Steering
Committee.

Opportunity analysis

Besides the risk analyses performed by

Grupo Argos, the company also monitors the
opportunities that climate change can offer,
aligned with the business strategy. Thus,
understanding the relevance of an optimum
capital structure for our strategy, as well as our
conviction regarding the expansion of climate

1.405 780

Cementos Argos Celsia

change topics in different areas of the business, as a company we have become
pioneers in sustainable financing in Colombia. This capitalizes on the efforts

made towards sustainability and takes advantage of funding opportunities that
incorporate ESG criteria. To date we have managed 8 loans for COP 2.57 trillion that
are tied to specific net and absolute CO2e emissions reductions indicators.

392 2.577

Grupo Argos Total

Table 4 The main opportunities identified are summarized below:

Time Horizon Cement

Short — Medium « Energy efficiency (biofuels,
renewable sources, and
alternative fuels)

« Green concrete (Optimized
clinker-cement ratio)

» Waste reuse and circular

Term (< 5 years)

Massification of unconven-
tional energy generation
sources

Distributed generation

« Energy efficiency services
Sustainable funding sources

"

At the close of 2021,
26% of Grupo Argos's
debt was tied to sustai-
nable performance.

Concessions

Circular economy for road-
way construction projects
Energy efficiency at airports
Sustainable funding sources

economy
Long Term « Carbon capture and use + Massification of electric Transport infrastructure that
(> 5years) (Ccu) mobility supports electric mobility

« New low carbon and recycla- + Micro-networks Use of adjacent plots for re-

ble materials and products

« Electric kilns
 Hydrogen

Batteries and energy storage

 Smart meters and consump-
tion systems

 Hydrogen

Participation in carbon

markets

« Carbon capture and use

(Ccu)

newable energy generation
or forestry projects

Outlook:

In 2022, we will continue expanding our strategic oversi-
ght to make progress with risk identification and quanti-
fication and to take advantage of any opportunities that

may arise.
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Metrics and Indicators

At Grupo Argos we are committed to actively
working towards the transition to a low carbon
economy, because we understand that climate
change brings great challenges and opportuni-
ties for our planet. Regarding metrics, in 2021
we made progress with reporting our scope 3
emissions as a transparency measure towards

Table 5. Separated indicators for Grupo Argos

Indicators

Direct and indirect GHG (tCO2eq) emissions

our stakeholders. In 2022, as a company, we
will continue defining the most adequate me-
trics as we consolidate our strategy as an asset
manager.

For more information see
the environmental dimen-

sion of our ESG Databook

2021.

Direct GHG emissions (Scope 1) tCO2e 313 210 4 146
Indirect GHG emissions (Scope 2) tCO2e 31 39 60 43
Other indirect GHG emissions (Scope 3)* tCO2e 15,372 22,013 21,373 19,108
Overall GHG emissions (Scope 1, 2 & 3) tCO2e 15,717 22,262 21,547 19,297

2021Figures

*The number of categories measured under Scope 3 increased in 2019, from 4 to 6 categories considered relevant.

As part of our role, Grupo Argos led the Grupo Empresarial Argos Climate Change Strategy,

approved at the end of 2020.

Our climate change
goals
M 2030 Goal | M Progress by 2021

Il Intensity target for 2030
Reduce the intensity of
direct and indirect CO2e
emissions by 46% per
million COP in revenue.

Il Overall target for 2030
Reduce direct and indi-
rect CO2e emissions by
37% in absolute terms.

M ! 23% of tCOze
emissions

2015 baseline

I 1 17% tCO,e/M
of revenues in COP

2018 baseline

The overall emissions reduction goal repre-
sents close to 4.5 million tons less of CO2e by
2030.

The financial control approach was defined for consolidating CO2e emissions
for Grupo Empresarial Argos as it is for consolidated revenue. In both cases,
emissions and revenue from portfolio investments were discounted according

to GHG Protocol guidelines.

Our corporate group has come a long way with its efforts to reduce its emis-
sions. To date, we have achieved a 23% reduction in overall Scope Tand 2 COze
emissions compared to our 2015 baseline. This represents a carbon footprint
reduction of close to tCOze as at 2021. The carbon footprint of the Corporate
Group and its subsidiaries has been reported publicly for over 6 years in the Gru-
po Argos Annual Integrated Report and in the reports issued in each company's

reports.

B Historical GHG emissions (tCO2e)

"N

It should be mentio-
ned that emissions
reductions in 2020
are because it was an

12,4 atypical year because
11 of the pandemic, which
9.6 10.0 10.3 9.5 implied closing several
8.6 ' of our businesses'
. operations for several
months.
"
To date, we have
reduced our overall
CO2e emissions by 23%
compared to our 2015
2015 2016 2017 2018 2019 2020 2021 baseline, or close to 2.8
million tons of COze by
2021.
Tabla 6. Indicadores consolidados para el Grupo Empresarial Argos*
Indicadores Unidad Afos Meta
r{ 2018 2019 2020 2021 2030
Direct and indirect GHG (tCOzeq)
emissions
Direct GHG emissions (Scope 1) tCO2e 11,969,756 9513123 9,735,212 812,524 8,959,958
Indirect GHG emissions (Scope 2) tCO2e 415,605 487,812 523,356 501,957 526,327 7,803,358
Overall GHG emissions (Scope 1& 2) tCOe 12385362 10,000,935 10,258,568 8,614,481 9,486,285
Absolute reduction in direct and indirect  tCO2e -19% 7% -30% -23% -37%
emissions (%) (2015 baseline)
Intensity of direct and indirect emis- tCO2e/ 0.72 0.63 0.62 0.60 0.39
sions (2018 baseline) Mn COP
Variation compared to the 2018 baseline % 0% -13% -13% -17% -46%

2021Figures

* For more information on Grupo Empresarial Argos climate change indicators and details for the different companies, please visit

WWW.argos.co - www.celsia.com - www.odinsa.com

Outlook.

+ We will meet the goals in the climate chan-
ge strategy defined for the Corporate Group,
leading, from Grupo Argos, the creation of
work teams with members from the different
companies to accompany all related action
plans.

« We will lead and manage the measurement
and dissemination of Scope 3 COze emissions
for Grupo Argos to evaluate different initiati-
ves to reduce emissions throughout our value
chain.


https://www.esgdatabook.grupoargos.com
https://www.esgdatabook.grupoargos.com
http://www.argos.co
http://www.celsia.com
http://www.odinsa.com
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