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021 was a year of global financial turbulence,
mainly due to the effects of the SARS-COVID 19
virus pandemic, which caused a slowdown in
the world's main economies. In this context, the
drop in the country's main economic indicators
in the last quarter of the year was the result
of an external shock and not the exhaustion
of a recovery cycle.

I The financial outlook during 2021, from that

perspective, represented important challenges
for Nacional Financiera, of which this report presents the
results of the execution of the different programs that, as
a development banking institution, have been authorized
by its governing body and their comparison with the goals
set; the strategic management and support programs;
the exercise of the programmable expense budget and
compliance with budget savings provisions; the Institu-
tion's financial situation; compliance with the financial
operating limits authorized by the Secretariat of Finance
and Public Credit (SHCP) and by Board of Directors; and
relevant control and audit activities.

According to its institutional strategy, regarding the
balance of the loan portfolio and guarantees to private
sector of 363,965 million pesos, of which the Guarantee
Program represented 47%, with 172,518 million pesos; the
Traditional Credit Program recorded a balance of 145,402
million pesos, equivalent to 40% of the total, and the
remaining 13% corresponded to the Productive Chains
Program, with 46,045 million pesos.

In accordance with its mission to support the country's
smallest companies, 66.7% of credit and guarantees granted
to the private sector were concentrated in micro (12.6%), small
(43.3%) and medium-sized (10.9%) companies (Mipymes).

In relation to the granting of credit and guarantees to
the private sector, in the January-December 2021 period,
there was a nominal decrease of 7.3% with respect to the
same period in 2020, reaching 403,465 million pesos,
mainly due to the decrease in second-tier credit.

On the other hand, Nafin continues with its functions
to structure and provide financing to long-term strate-
gic investment projects, particularly those aimed at the
sustainable use of natural resources and energy savings,
which promote the creation of jobs and value chains in the
regions where they are established. This portfolio reached
a balance of 50,264 million pesos.

Considering the amount of second floor contingent
credit lines, in addition to the portfolio balance of 363,965
million pesos as of December 31, 2021, total support to the
private sector amounted to 364,598 million pesos, which
is 9.1% lower than in December 2020. Additionally, if we
add to this support the balance of capital contributions
through the Fund of Funds for 79,964 million pesos as of
December 2021, the total balance of support to the private
sector amounted to 444,562 million pesos, which is 7.5%
lower than that of the previous year.

Thus, the financial results obtained in 2021 were strongly
conditioned by external factors derived from the health
contingency. However, the Institution has maintained an
effective and efficient strategic and organizational flexibility
aimed at meeting the institutional objectives contained
in its strategic planning.

This will allow us to take advantage of important op-
portunities to contribute to the country's development
through the implementation of programs aimed at sup-
porting economic reactivation, the Federal Government's
priority projects, and regional sectors and vocations.



ECONOMIC
ENVIRONMENT
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1.1 GLOBAL ECONOMY

adjusted by different international organizations.

As for the International Monetary Fund (IMF)
an increase of 5.9% was estimated for 2021 due to
weaker conditions related to the appearance of a new
Omicron variant, new mobility restrictions, year-end
financial market volatility, supply chain disruptions
and higher global inflation. Said disturbances, as
explained by IMF, have been exacerbated by the
contraction of the real estate sector in China and
weaker recovery of private consumption.

By groups of countries, said organization estimated
that in 2021 advanced markets would grow by 5.0%,
while emerging and developing economies by 6.5%,
with a rebound from -4.5% and -2.0% registered in
2020, respectively. Within the G-7, the United States
would have shown a solid advance to a rate of 5.6%
(from the previous -3.4%, data of the first estimate
already published by U.S. Bureau of Economic Anal-
ysisamounts to 5.7%), while in the Eurozone, it would
have been 5.2% (from -6.4% in 2020). As for developing
economies, China, on the one hand, moved up 8.1%,
after growing 2.2% in 2020 (with data from National
Bureau of Statistics of China); India, on the other,
which had fallen -7.3% the previous year, would have
grown at a rate of 9.0%.

IMF detailed that growth would face a slowdown
as economies deal with disruptions in supply chains,
higher inflation, record debt and on-going uncertainty.
IMF added that risks to the outlook are downsizing
and subject to high uncertainty. Among risks, IMF
highlighted: the appearance of new variants that
may further extend the pandemic and induce new
economic disturbances, tightening global financial
conditions, higher interruptions in global supply
chains due to policies applied by China, geopolitical
tensions as well as natural disasters.

Labor markets have reflected a gradual recovery
due to factors such as the increase in contagion due
to new variants and accumulated savings of families.
Advanced economies that have registered significant
increases in wages due to labor shortages stand out.
Unemployment rates in several countries have been
falling as markets have started to move forward. In
the specific case of the United States, 3.6 million jobs
lost due to the pandemic still need to be recovered,
which was reflected in an unemployment rate of 3.9%
atthe end of 2021, noting that in 2020 such rate closed

E stimates of world economic growth have been
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at6.7%. Unemploymentrate in the
Eurozone went from 8.2% in 2020
to0 7.0%; in Japan it was 2.5% and,
at the end of 2020, it was 2.8%,
and in the United Kingdom it was
41% in the eleventh month, and
at the end of 2020, it was 5.2%.
At a global level, inflationary
pressures have arisen, on the one
hand, because of both demand
and supply shocks, in the first
instance because of a greater re-
opening of the economy and, on
the other hand, due to bottlenecks,
logistics problems, shortages and
price increases in raw materials. In
the United States, annual inflation,
measured by Consumer Price In-
dex (CPI) published by the Bureau
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of Labor Statistics (BLS), ended the year at 7.0%,
being its highest level recorded since 1982 and well
above 1.4% observed in 2020, while core inflation,
thatis, the one discounting food and energy prices,
went from 1.6% to 5.5%; also, inflation measured
by implicit price index in personal consumption
expenditure (PCE), which is the data for which the
Federal Reserve System (U.S. Fed) has a target of
2.0%, stood at 5.8% in December, increasing from
1.3% in 2020.

In other regions, inflation in Japan went from
-1.2% to 0.8% at the end of the year; in the Eurozone
from -0.3% to 5.0%; in the United Kingdom from
0.6% to0 5.4%; and in Canada from 0.7% to 4.8%. In
emerging economies, prices had a greater rebound,
inflation in Brazil went from 4.5% to 10.1%:; in Chile, it
went from 3.0% to 7.2%; in Peru, from 2.0% to 6.4%;
in China, from 0.2% to 1.5%; in Russia, from 4.9%

Monetary Policy Changes during 2021, by Country/Region

Level at end Variation regarding
Country/Region of December 2021 end of 2020
(%) (Pb)
United States 0.25 Unchanged
Eurozone 0.00 Unchanged
United Kingdom 0.25 15
Japan -0.10 Unchanged
Canada 0.25 Unchanged
Australia 010 Unchanged
New Zealand 0.75 50
Mexico 550 125
Brazil 9.25 725
Chile 4.00 350
Peru 250 225
India 4.00 Unchanged
Turkey 14.00 -300
Russia 8.50 425
Nigeria 11.50 Unchanged
Indonesia 350 -25
South Africa 375 25
Poland 1.75 165
South Korea 1.00 50
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to 8.4%; in India, from 4.6% to
5.6%: in Colombia, from 1.6% to
5.6%: in South Africa, from 3.1%
to 5.9%; in Poland, from 2.4% to
8.6%, and in South Korea from
0.5% to 3.7%.

Given this inflation, most cen-
tral banks of advanced econo-
mies changed their strategy to
a more aggressive one, focused
on a normalization of monetary
policy, initially by reducing asset
purchases and later by increasing
their rates. In the specific case
of the U.S. Fed, in its December
meeting it maintained the range
for its reference rate between
0.00% and 0.25%; in turn, U.S. Fed
indicated three potential increas-
es of 25 base points (bp) during
2022. Regarding tapering, U.S.
Fed announced anincrease in the
reduction of monthly purchases
in connection with the evolution
of inflation and additional im-
provement in labor market. Also,
some central banks in emerging
markets continued to normalize
their monetary policy, in the un-
derstanding that inflationary pres-
sures may have implications for
pricing and inflation expectations.
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1.2 MEXICAN ECONOMY

In the fourth quarter of 2021, preliminary figures
of Gross Domestic Product (GDP) indicated that
there was a contraction of -0.1% compared to the
same quarter of the previous year and with a sea-
sonal adjustment (a.e.), which represented an annual
increase of 1.0% (original series s.0.) In the year, a
growth of 4.8% s.o0. was registered.

Production in primary sector advanced 0.3% a.e.
quarterly, secondary sector did so by 0.4%, while
tertiary sector fell -0.7%, reflecting a limited recovery
mainly in services.

Regarding industrial activity, from January to
November it had an average annual growth of
8.4%. With mining industry progressing an aver-
age of 1.9%, construction 10.1% and manufacturing
activities 11.6%, the base effect decreased at these
levels;, however, these have shown moderate growth
throughout the year.

Onthe demand side, there was some improvement
due to greater mobility. With data as to November,
an average annual growth of 12.5% in investment was
observed, with 18.8% in investment in machinery
and equipment and 8.0% in construction, reflecting
in turn a comparison effect. As for consumption, its
annual growth rate went from an average of -11.1%
in 2020 to 9.4% in the January-November 2021 peri-
ods. Exports increased, partly due to the arithmetic
effect and greater external demand. In the year, the
average annual rate was 25.1% (-8.9% in all of 2020),
while imports were at 34.9% per year on average (the
previous year, -15.4%); improvement in the global
economy boosted Mexican exports; however, these
exports have recently been weakened due to dis-
ruptions on production chains, such as bottlenecks
and shortages of raw materials. Also, the limited
recovery of domestic demand was reflected in a low
dynamism of imports, although with a rebound at
the end of the year.

The unemployment rate, on the one hand, av-
eraged 4.1% in the year, slightly below the one ob-
served in 2020 (4.4%). On the other hand, workers
insured by Mexican Social Security Institute (IMSS,
in Spanish), considering permanent and temporary
urban workers, totaled 20,347,831 as of December;
that is, an annual growth of 4.3%. Throughout the
year, 834,066 jobs were created. Regarding compen-
sations measured by Daily Salary Associated with
Workers Insured by IMSS, at the end of the year these
contributions grew by 7.5% annually in nominal terms,
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while their actual ex-ante variation (that is, compared
toinflation expectation for 12 months) did so by 3.1%.

Family remittances sent from abroad continued
to be an important factor for the Mexican Economy,
which, given the labor market recovery in the United
States, have shown solid growth reaching levels not
seen since such indicator started being tracked. In
2021, remittances reached a new historical maximum
amounting to 51,594 million dollars, which meant an
increase of 27.1% in comparison to 2020. The value in
Mexican pesos of said remittances reached 1,044,548
million pesos, which represented an increase, in
relation to the accumulated value in the same peri-
od of 2020, of 19.4% in nominal terms and 14.0% in
actual terms.

Annual headline inflation accelerated outside
the variability range of the Central Bank of Mexico
(Banxico, in Spanish) and closed the year at 7.36%,
when in 2020 it had done so at 3.15%. Some of the
factors that contributed to this result were pressures
in the underlying range, mainly in goods and, to a
lesser extent, in services, a mixed behavior in agricul-
ture and lower pressures, on the margin, in energy.

14

Also, underlying annual inflation went from 3.80%
in 2020 to 5.94% at the end of December 2021. Its
behavior reflected both supply and demand con-
straints. On the one hand, prices of goods showed the
effects on supply chains and increases in the prices
of raw materials and other costs; on the other hand,
services rebounded due to constraints associated
with greater mobility.

After the rate closed at 4.25% in 2020, the Central
Bank of Mexico carried out a cycle of increases in the
monetary policy rate, closing 2021 at 5.50%. In its last
decision of the year, Banxico conveyed a message
that inflationary constraints are becoming general-
ized, considerable, and persistent. In turn, a certain
discrepancy was observed among the members of
the Governing Board about the reaction magnitude
derived from the origin of those shocks. The majority
was in favor of acting in face of price constraints to
prevent dis-anchoring of long-term expectations.
Itis worth mentioning that it was the last meeting in
which Alejandro Diaz de Ledn participated as gover-
nor, considering the admission of Victoria Rodriguez
Ceja as new governor from 2022.
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ACTIVITIES
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2.1 PROMOTION PROGRAM

All credit and guarantees granted as of December
2021 were 406,869 million pesos, which represented
a decrease of 6.9% compared to the same period in
the previous year.

2.2 CREDIT AND GUARANTEES
TO PRIVATE SECTOR PROGRAM

The variety of products offered by Nafin through its
Productive Chains, Traditional discount, Micro-busi-
ness financing and equipment programs, as well
as its Securities scheme and credit guaranteed by
the latter, made it possible to funnel resources to the
private sector for 403,465 million pesos.

Through second tier, Productive Chains were
involved by issuing credit for 179,513 million pesos,
Micro-business and equipment contributed with 13,716
million pesos and Traditional discount contributed
with 82,872 million pesos.

2.3 PRODUCTIVE
CHAINS PROGRAM

From January to December 2021, 234,199 million
pesos have been distributed through this program,
producing a balance of 51,044 million pesos.

Within this program, the government sector
recorded accounts payable for 236,368 million
pesos, 40% of which was collected in advance. This
allowed to support 4,176 suppliers that exercised
the benefit of making payments in advance through
financial factoring.

As for the private sector, accounts payable for
212,268 million pesos were recorded, 66% of which
was collected in advance. This allowed to support
15,030 suppliers that exercised the benefit of early
payment through financial factoring.
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From January to December 2021, the main indicators
of the program were as follows:

CHAINS

with operations, benefiting
18,174 businesses

S B E
]

2 181,502

DOCUMENTS WERE PROCESSED

The TOTAL BALANCE had an increase of

29% T ® 7

compared to the same period in
the previous year due to increases
in publication and operation of chains

The balance of the O
Federal Government O
segment grew

compared to the previous year, due
to the Petroleos Mexicanos (Pemex)
scheme for payment to suppliers
implemented in December 2021

Balance of state and @ @ @ @

municipal governments

had an increase of As of
December 2021

4017

previous year due NEW

to the opening of CHAINS
new chains were registered
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Out of the total portfolio in Productive Chains
Program, there was a 29% increase in the balance
and a28% increase in operation compared with the
same period in the previous year, resulting from
the economic impact because of the economic
reactivation due to opening policies derived from
COVID-19 contingency. Some of the most relevant
factors are as follows:

2.4 SECTOR-BASED PROGRAMS

acional Financiera offers programs to service micro, small and medium-sized estab-
lishments (MSME) of sectors or economic activities with a history of limited access
to financing, and programs to promote job creation and contribute to the servicing
of strategic or priority sectors. During 2021, 11,582 credits were granted for 20,329 million pesos
(authorized amount). The balance of these programs amounts to 32,281 million pesos. Per line

of action, the main results were as follows:
« In June 2021 federal and local elections took

place. There were administration changes in
15 states of Mexico at governor and municipal
president levels; therefore, the operations of
Productive Chainsin those state governments
were halted.

Nafin+States Incentive Program
Credits Granted in 2021

2.4.1 REGIONAL DEVELOPMENT

6,632 credits for 12,818 million pesos were issued, Allocated
which mainly includes: amount

Credits

granted (Millions of pesos)
« The services sector has shown a significant » Nafin+States Incentive Program (former- Mexico City S73 1190.48
improvement considering the reestablishment ly Industrial and Regional Development State of Mexico 317 659.71
of the labor market. Promotion): this program aims to pro- i5lices 302 626.71
‘ A ‘ mote reglgnal ec_:onom|es by facilitating Coahuila 533 43539
« Tourism has increased; however, it has not access to financing for Mexican MSMEs, )
. . . . ) Chiapas 190 364.42
recovered to pre-pandemic levels. in coordination with the state govern-
ments. 6,404 credits were issued for Yucatan 205 56126
« The automotive sector was affected due to lack 12,484 million pesos. Aguascalientes 169 2723
of semiconductors, which has impaired car Nuevo Leon 126 25261
manufacturing and, thus, sales. * Economic Impulse and Employment ViorE 0 101 200.09
Promotlon: th|§ program promotes re- Baja California 89 199,63
gional economic development through
. . Puebla 93 190.40
financing for MSMEs connected to stra-
tegic sectors defined for each state. 71 Queretaro 29 18921
credits were issued for 80 million pesos. Tamaulipas 123 184.94
Baja California Sur 87 184.33
Productive Chains Program Portfolio / Comparative 2021 vs 2020 « Economic Impulse for the Municipality Guanajuato 87 17924
of S;ntlagq, Nugvo Leon; this program Zacatecas 80 16961
: X . L. facilitates financing for micro and small )
Balance as | Apportionment | Balance as | Apportionment | Variation Variation of companies connected with the tourism Sinaloa 81 162.20
of Dec 2021 Jan-Dec 2021 of Dec 2020 | Jan-Dec 2020 | of balance | apportionment P ; ) ) Durango 76 160.55
(Million pesos) (Million pesos) (Million pesos) (Million pesos) (%) (%) SeCtOT, which is the main source of em- .
ployment in the municipality. 18 credits Hidalgo 77 151.01
, were issued for 29 million pesos. Sonora 54 109.66
Private Sector 30,408 140,196 26,574 122,984 14 14
Tabasco 47 104.53
. Frec:jl.s::mmlstlfos,Naf|n+E]t‘n£resas Colima 6 9350
Federal Credit for suppliers’ program]: this pro- Croeche o 1o
Government 2022 2228 == SeES e £ gram promotes the development of value . v '
chains of the private sector and is based on Michoacan “0 8057
State and sharing the risk to facilitate access to credit QlUinzEIEN e e 70 72
municipal 435 2,474 1,554 3,232 -72 23 to the MSMEs that supply and distribute Tlaxcala 38 7051
governments products to big businesses. 89 credits ChiEERE 25 4963
were issued for 157 million pesos. San Luis Potosi . 28.49
Total 51,044 234,199 39,478 182,952 29 28
Oaxaca 15 35.30
Veracruz 4 8.66
Guerrero 7 7.84
Grand total 3,504 6,890.49
18

19




B ANNUAL REPORT 2021

2.4.2 STRATEGIC SECTORS AND OTHERS

1,019 credits for 2,715 million pesos were issued among the following programs:

Economic Impulse for the Hotel Sector: this program provides financing for the
% working capital needs of hotels, travel agencies and tourist carriers. During
the first semester of 2021, two credits were granted for five million pesos.

USMCA Tools Economic Impulse Program: fosters access to financing for MSMEs
linked to value chains of strategic sectors with export potential, which makes it
possible for them to increase their productive capacities before the effective date
of the United States-Mexico-Canada Agreement (USMCA). 933 credits were issued
for 2,517 million pesos.

technological development, operational and administrative modernization of

: Assistance to Leather and Footwear Sector and its Supply Chain: support to
i 3: production chain of leather and footwear sector by providing financing to foster
MSMEs. 62 credits were issued for 158 million pesos.

MSMEs in the textile-garment-fashion production chain. 22 credits were issued

Textile, Clothing, and Fashion: grants financing under competitive conditions
to promote the modernization, innovation, and development of new products for
for 35 million pesos.

2.4.3 FINANCIAL INCLUSION
1,532 credits for 2,208 million pesos were issued among the following standout programs:

« Businesswomen Support Program: a program that includes gender perspective in the credit offer
to MSMEs, to promote competitiveness and growth of businesses run by women of the country.
Moreover, it promotes the economic empowerment of women by putting decision-making in their
hands. 1,095 credits were issued for 1,906 million pesos.

» Assistance Program for Women in Tax Incorporation Regime: program that includes gender
perspective in credit offered for MSMEs, conducive to foster the involvement of women entre-
preneurs in economic activities, facilitating access to financing for expanding and modernizing
their businesses. 90 credits were issued for 18 million pesos.

* Young Business Owners Program: a program that promotes the entrepreneurship culture among
individuals between the ages of 18 and 35 to start new businesses or expand operating business-
es. Most of the companies and the decision-making must be in the hands of young individuals to
qualify. 188 credits were issued for 137 million pesos.
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2.4.4 TRANSPORTATION REPLACEMENT

349 credits were issued for 719 million pesos.

Taxi Replacement in Mexico City: this pro-
gram supports the modernization of the
taxi fleet in Mexico City and contributes to
reduce the emission of pollutants therein,
by facilitating financing access to holders
of taxi operation permits so they can pur-
chase highly fuel-efficient and hybrid vehicles.
21 credits were issued for five million pesos.

Micro and Small Carrier Businesses: this
program promotes the modernization of ve-
hicle fleet of cargo, passenger transportation
and tourism federal public services with no
more than 30 units. 320 credits were issued
for 684 million pesos.
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2.4.5 SUSTAINABLE FINANCING
1,149 credits were issued for 290 million pesos.

« The Eco-Business Credit for Energy Effi-
ciency Program, in its “massive” and “in-
dividualized” modes, supports micro and
small companies for the acquisition and/or
replacement of power-efficient equipment,
and the use of renewable sources. 1,139 credits
were issued for 257 million pesos.

C Solar Financing: this program facilitates
access to financing Mexican companies for the
purchase and installation of photovoltaic solar
systems with a capacity of up to 500 kW, under
the scheme of clean distributed generation.
10 credits were issued for 32 million pesos.

2.4.6 REACTIVATION 21 ()
743 credits were issued for 1,415 million pesos.

» Financial Inclusion: assistance for women
and young entrepreneurs, who usually face
barriers to access financing, to encourage
their participation in the Mexican economic
sphere and boost their growth. 660 credits
were issued for 1,234 million pesos.

Financing for Sector Development: assis-
tance for sectors with great growth prospects
or that have adjusted to mega trends, by
updating their business models and creating
new marketing channels. 82 credits were
issued for 180 million pesos.

" During the third quarter of 2021, the Reactivation 21 program was
implemented to contribute to the economic reactivation of Mexican
MSMEs, by providing them financing to promote their involvement
in priority projects of the Federal Government, as well as sector
development and financial inclusion.
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2.5 ALTERNATIVE
CHANNELS

This program provides advice
to MSMEs and entrepreneurs
through the Customer Service
Center and the Promoters Net-
work for the affiliation process
of suppliers to the Productive
Chains Program and for the pro-
cedures to obtain Sector-Based
Financing. Likewise, it provides
training, technical support and
specialized advice to First-Or-
der Companies (EPO, in Spanish)
and Financial Intermediaries (IF,
in Spanish). Moreover, it devel-
ops the Venture Capital market
through investmentin innovation
and high-impact projects with
direct investment and Invest-
ment Funds.

2.6 SECTOR-BASED
CREDIT PROGRAMS

This program develops and imple-
ments promotion and sale strate-
gies of some Sector-Based Pro-
grams through various servicing
channels, such as the Customer
Service Center and the External
Promoters Network, highlighting
sector programs such as Impulse
Nafin+States, USMCA Tools Eco-
nomic Impulse Program and Credit
for supplie's program.

Through the implementation of
promotion and sales strategies
and monitoring of programs, at
the end of 2021 a contribution to the
balance in sector programs of
22,175 million pesos was achieved,
which represents 69% of the to-
tal portfolio reported by Sector
Projects Sub Directorate (32,281
million pesos).
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Also, 3,842 advisory services were provided to
MSMEs and entrepreneurs to facilitate their access
to financing by offering institutional credit products
focused on this sector.

2.7 FACTORING PROMOTION

This activity generates and implements strategies of
promotion and affiliation to the factoring programs
in Productive Chains, jointly with the clients of the
Alternative Channels Directorate, by using assorted
means such as telephone campaigns through the
Customer Service Center, e-mails, events, and infor-
mation desks, among others.

Main results at the end of 2021 are as follows:

 Affiliation of 3,245 new suppliers to the Produc-
tive Chains Program.

* 93% of the suppliers that published recorded
operations.

Likewise, hiring and managing the Customer Service
Center are within the scope of their responsibilities.
The main results at the end of 2021 are as follows:

* Servicing 119,835 calls, 88% of which corresponds
to users of the Productive Chains Program.

» The Productive Chains suppliers carried out
discounts of their bills via telephone for 11,744
million pesos, which represents 5% of the total
operated in the program.
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2.8 ADMINISTRATION OF
ELECTRONIC FINANCIAL PRODUCTS

Through the administration of documental management platforms
and Nafinet, training, specialized advice, and technical support are
provided to IFs, EPOs, and internal areas, and carries out the documen-
tary review of the records of affiliation to the Productive Chains and
Sector-Based programs.

Some of the volumes of the platforms include the following:

Supervision and follow-up to more than 8,644 av-
erage daily operations (Chains and credit at fixed
and variable rates, emergent and microloans) with
daily average amounts of more than 1,242 million
pesos per day.

Servicing and support to more than 74 banking
and non-banking financial intermediaries for credit
operations and queries.

0 i3

Funds dispersal to MSMEs and financial intermedi-
aries by a monthly average of 809 million pesos on
account of the EPOs, through the Productive Chains.

P,
o—{)—o

Ay

Implementation of 11 productive chains.

Documentary review of 4,948 credit
and factoring dossiers.

&@J <

2.9 VENTURE CAPITAL

Promotes direct or indirect investment projects through investment
funds. It consists of six portfolios: Conacyt-Nafin Fund, Seed Capital
Joint Investment Fund, Inadem-Nafin Ecosystem of Venture Capital,
Crowdfunding Project, Mexico Ventures Fund, and IMPI-Fumec Pat-
enting Support Program. These portfolios are managed and operated
through having a seat in the management boards and stockholder
meetings of the companies, investment committees of the funds, and
participating in follow-up meetings with the contributing organizations.
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The main results as of December 31,2021, are as follows:

» Conacyt-Nafin Fund

From 2004 to 2010, the total investment of the
program was 224 million pesos in 43 compa-
nies. The program is presently in the stage of
disinvestment. From 2010 to date, disinvestment
was negotiated in 17 companies for an amount
of 91 million pesos, of these negotiations 16 were
concluded and 86 million pesos were recov-
ered from that procedure, equivalent to 38%
of the total contributed to the 43 companies.
The implementation of the Angeles Conacyt
Program isin progress, and the Nafin legal de-
partmentis analyzing the exit of 13 companies
with book value.

Seed Capital Joint Investment Fund

The program began in 2012 and capital for
435.5 million pesos has been committed in
11 investment funds, that have supported 108
companies. To date five disinvestments have
been carried out for 56.2 million pesos, as well
as preparation of an exit from a fund manag-
ing to recover contributed capital plus yield for
a total of 20.9 million pesos. 79.1 million pesos
have been directly invested in 16 businesses,
out of which there has been three successful
disinvestments for 23.4 million pesos.

Development of the Inadem-Nafin Ecosystem
of Venture Capital

The total amount of the program since its in-
ception in 2013 to date is estimated at 6,477
million pesos (public and private resources)
with a participation of the Venture Capital Trust
Fund for 1,739 million pesos, to support 37
investment funds,? which in turn have invested in
275 companies, achieving 30 disinvestments
for 271 million pesos since 2018.

Mexico Ventures Fund

There are four funds in operation with com-
mitmentsin the amount of 43 million dollars,
equivalent to 881 million pesos* From January
to December 2021, investments were made for
803,000 dollars, equivalent to 16.4 million
pesos.“ These funds have had disinvestments
for18.3 million dollars, equivalent to 374 million
pesos, which in 2017 made it possible for the
funds of Mexico Ventures Il Fund of Funds and
Mexico Ventures Il direct to revolve.
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* IMPI-Fumec-Nafin Patenting Support Program
This program was cancelled in July 2020 due to
the Mexican Institute of Industrial Property “s
(IMPI, in Spanish) strategy and reduction
of budget.

* Crowdfunding Program
In 2015, Nafin's Board of Directors authorized
a contribution of 200,000 dollars to conduct a
study on crowdfunding platforms. With these
resources, two studies were carried out that
included an analysis of 17 platforms and a law
that regulates fintech entities. Since there was
a surplus of 274,626.47 pesos because of these
studies, it was repaid to Nacional Financiera on
August 2,2021, thus terminating the program.

At the close of December 2021, the total balance of the
private sector credits portfolio, including guaranteed
credits, amounted to 363,965 million pesos, which
represents a decrease of 35,642 million pesos (8.9%)
compared to the same period in the previous year.
Of thisamount, the Securities Program contributed
with 47%, Traditional Credit contributed with 40%, and
Productive Chains contributed the remaining 13%.




INSTITUTIONAL
PROMOTION

ANNUAL REPORT 2021

3.1 INSTITUTIONAL PROMOTION NETWORK

he Deputy General Directorate of Institutional

Promotion, through its Regional Directors

and State Representatives Network, is the
main liaison of Nacional Financiera with business
owners and local governments of the 32 states. Its
onsite work contributes to the creation of business
through the promotion, sale, and assistance in
the implementation of institutional products and
services, with the goal of driving the economic
development of the country’s states and regions.
The forging of alliances with strategic public and
private players makes possible to know and address
specific needs of the states and their businesses
and identify national strategic sectors and priority
occupations at the regional scope.

At the end of 2021, 23,695 million pesos were
operated through this Deputy General Directorate
(DGA, in Spanish). More than half of this amount
corresponded to Sector-Based Programs with State
Contributions, followed by private and state Produc-
tive Chains. Jointly, these three programs represent
64% of the annual operations.

Programs operated by the Deputy General
Directorate of Institutional Promotion during 2021

Transaction

(Millions of %
Mexican pesos)

Sector-Based Programs

(Nafin+States) R =
Private Chains 2,702 1
USMCA/MTH 2,514 m
Reactivation and Maintenance 2128

State Government Chains 2,115

m?Q r nEiaeTjg:iges (IFNB) 431 B
I(Rtpe‘gsg)ral Port Administrations 417 >
Municipal Public Chains 354 1
1t tier 245 1
Credit supplie's 157 1
Selective Securities 66 0
Distributor Chains 57 0
Transportation 5 0

23,696 100
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3.1.1 SECTOR-BASED PROGRAMS WITH STATE CONTRIBUTIONS

The Sector-Based Programs with State Contribu- Sector-Based Programs with State Contribution
tions are a basic tool for economic development operating during 2021
through support to SMEs of the strategic sectors as

determined by the state governments. In 2020 and Tr(anITacti?n
. . iions o
in the context of the COVID-19 pandemics, they were Mexican pesos)
a key element to bring nationwide support. _
During 2021, the DGA of Institutional Promo- L Adkascaliciies =2
tion recorded operations of 12,484 million pesos in 2 Baja California 23]
this item. This year, only the Naf|n+States Ihcerjtlve 3 Baja California Sur 96
Program was active and registered operations in 31
out of all 32 states. In the case of Nayarit, funds from 4 Campeche 109
previous programs were used. 5 Chiapas 55
6 Chihuahua 53
7 Mexico City 1,817
8 Coahuila 493
9 Colima 213
10 Durango 291
n State of Mexico 1,197
12 Guanajuato 674
3.1.2 PUBLIC PRODUCTIVE CHAINS WITH STATE AND MUNICIPAL GOVERNMENTS AND INTEGRAL
15 SITEAERS & PORT ADMINISTRATIONS
14 Hidalgo 215
15 Jalisco 1296 The Public Chains program has a double role in economic development. On the one hand, it is a transpar-
_ ency and accountability instrument; on the other, it supports the government’s suppliers.
16 Michoacan 166 During 2021, eight productive chains from state governments and 10 from municipal governments op-
17 Morelos 44] erated, for amounts of 2,116 and 355 million pesos, respectively.
18 Nayarit 2
- N —_ = Active Productive Chains of State Governments Productive Chains of Municipal Governments
during 2021 operating in 2021
20 Oaxaca 138
21 Puebla 201 Transaction e Transaction
(Millions of Municipality (Millions of
22 Queretaro 327 Mexican pesos) Mexican pesos)
23 Quintana Roo 109 1 Tamaulipas 762 1 De Guadalupe Nuevo Leon 76
24 San Luis Potosi 147 2 Tabasco 48] 2 San Luis Potosi 76
25 Sinaloa 158 3 Durango 256 3 General Escobedo 70
26 sonora 110 4 Chihuahua 200 4 Guadalajara 50
27 Tabasco 123 5 Veracruz 197 5 H. Municipality of Los Cabos 37
28 Tamaulipas 186 6 Sonora 134 6 Cuernavaca 24
29 Tlaxcala 73 7 Colima 72 7 Navojoa 15
30 Veracruz 341 8 Nuevo Leon 14 8 Manzanillo 5
31 Yucatan 876 Grand total 2,116 9 Tlajomulco de Zufiga ]
32 Zacatecas 182 10 De |3 Piedad 1
Grand total 12,484 Grand total 355

29




B ANNUAL REPORT 2021

The operation of these instruments by other gov-
ernment agencies has been sought, in addition to
the chains operated by state and municipal govern-
ments and other public institutions. During 2021 and
thanks to the promotional work, seven Integral Port
Administrations (APIs, in Spanish) operated produc-
tive chains for 417 million pesos.

Productive Chains of APIs operating in 2021

Transaction
(Millions of

Mexican pesos)

1 Veracruz
2 Manzanillo 173
3 Tuxpan 17
4 Mazatlan 15
5 Altamira 1
6 Guaymas 0.020
7 Lazaro Cardenas 0.001
Grand total 417

3.1.3 PRIVATE PRODUCTIVE CHAINS

Private Chains continues to be an important product
to develop big businesses’ suppliers throughout the
country, which provides them immediate liquidity by
advancing the payment of their accounts receivable.
This area managed the implementation of private
chains, which operated 2,702 million pesos, during
the period of reporting.

3.1.4 SELECTIVE SECURITIES

The Selective Securities program issues financing to
high economic impact projects that drive the region-
al development and job creation. From January to
December 2020, resources for 66 million pesos were
operated through the Selective Securities Network.

3.1.5 NON-BANKING FINANCIAL INTERMEDIARIES
Non-Banking Financial Intermediaries (IFNB's, in

Spanish) are key allies of economic development for
the states, due to their ability to distribute resources
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intended for businesses belonging
to the national strategic sectors
and regional priority occupations
that have no access to financing
from commercial banking. During
2021, the Deputy General Direc-
torate of Institutional Promotion
offered 451 million pesos through
three IFNB's.

3.1.6 TRANSPORTATION

The Deputy General Directorate
of Institutional Promotion has
tried to provide financing to renew
the taxi fleets of many states, by
promoting the purchase of safest,
most efficient, and environmen-
tally friendly new vehicles. During
2021, the Taxi Estrena (Brand new
taxi) program, which operated five
million pesos, was implemented
in Mexico City.

317 MoLDs, DIES
AND TOOLS PROGRAM AND
CREDISUMINISTROS PROGRAM

By having contact with the main
representatives of the business
sector throughout the country,
the Deputy Ceneral Directorate
of Institutional Promotion has
served as a major intermedi-
ary between business owners
needs and the product design
areas. This collaboration has led
to the Molds, Dies and Tools and
the Credisuministros (Credit for
supplier's program), which were
created from a direct proposal
from the Advisory Councils and
specialized clusters. In 2021, these
programs operated 2,514 and 157
million pesos, respectively.
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3.1.8 CONTRIBUTION TO THE ECONOMIC DEVELOPMENT
OF THE COUNTRY'S STATES AND REGIONS

To implement strategies that contribute to the substantial economic
development of the country, during 2021 the Deputy General
Directorate of Institutional Promotion based its promotional efforts in
actions differentiated per state and region, with basis on the following
segmentation of the country:

Regional Directorates

I Center

I Northeast
I Northwest
M West
I South

3.1.9 ADVISORY COUNCILS
Nacional Financiera has a National Network of Advisory Councils
that consists of 32 work groups, one per each state. Each council has
approximately 20 members, and is formed by:
* The economic development state secretaries.
* Business owners from strategic sectors and regional occupations.
* Presidents of business chambers and organizations.

* Deans from higher education institutions.

* Directors of research centers.
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National Strategic Sectors
2018-2024

32

Transportation
Auto parts and aero spatial

Electrical-Electronic

Electronics, audio and video
equipment, electricity and lightening,
communication equipment

Capital Goods
Engines and turbines,
capital assets

Textile Clothing and Footwear
Textile and tailoring, footwear

Molding of Pieces
Plastic pieces,
metallic products

Health

Medical devices, medical
equipment, pharmaceutical,
human biotechnology

Technology

Digital industries, clean energy,
robotics, biotechnology,
nanotechnology

Energy
Generation of energy,
oil and gas

Tourism

Fitting of medical parks (SMEs),
tourism services (SMEs),

hotel, business and health

and retirement infrastructure

The National Network of Advisory
Councils' mission is being a gath-
ering place to generate synergies
among the public and private sec-
tors to promote both Mexican MS-
MEs and big businesses, through
the offer of financing, technical
assistance, and training. This mis-
sion is always in line with the oc-
cupations and specific financing
needs of each state, and with the
strategy of Nacional Financiera to
promote economic development.

Each work group has quarterly
ordinary meetings carried out in
their state. Additionally, regional
meetings of council chairs and a
national meeting are held.

The National Network of Advi-
sorsisoperated through the Deputy
General Directorate of Institutional
Promotion of Nacional Financiera. It
consists of 32 state representatives
and five regional directorates (Cen-
ter, Northeast, Northwest, West, and
South) and a team for support and
connection with business areas at
the headquarters.

The state representatives are
in direct communication with
the advisory councils. The state
representatives also organize the
ordinary meetings acting as tech-
nical secretaries and maintain
a permanent contact with the
board members to follow-up and
perform any accords reached.

During 2021, the National Net-
work of Advisory Councils had
541 members and a total of 99
meetings of state working groups
were held, which were distribut-
ed among all Mexican states.
On this occasion, three rounds of
meetings were held in each of the
32 states (March,June-July,and No-
vember-December); Tamaulipas,
Michoacan and Baja California
Sur held an additional meeting
(August-September). Out of the
total 99 meetings, 78 were held
virtually, while the remaining 21
were held in person orin a hybrid
format.

During August and Septem-
ber, five regional meetings of
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advisory directors were held in a hybrid format,
which were attended by both General Director of
Nacional Financiera-National Bank of Foreign Trade
(Bancomext, in Spanish) and some deputy general
directors. These meetings had three main objec-
tives: 1) inform to General Director and DGAs the
value contributed in terms of business by advisory
councils; 2) share experiences and best practices
in terms of operations of councils among different
states that make up the region; and 3) detect points
of coincidence in terms of needs and opportuni-
ties among entrepreneurs from the different states
of the region, in order to improve/create programs
and products that are suitable for the situation of
each region.

On November 10, the National Meeting of Ad-
visory Board Members 2021 was held in Mexico
City in a hybrid format, in which the achievements
of the state working groups were presented and
strategies for development banking by Federal
Government were demonstrated. The event had
505 attendees, including, among others, Secretary
of Finance and Public Credit; General Director of
Nacional Financiera-Bancomext; 32 chairs represen-
tatives of advisory councils; five regional directors
of Nacional Financiera and 34 public officials. 370
advisory board members and state guests, 32 state
representatives and 27 public officials met virtually.
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3.2 BUSINESS TRAINING AND TECHNICAL
ASSISTANCE PROGRAM

Nacional Financiera, as a development bank, is a financial instrument
of the Federal Government to support entrepreneurs with financial
services and training.

The Business Development and Technical Assistance Directorate
(DDEAT, in Spanish) has the mission to support MSMEs and entrepre-
neursin Mexico, through the Training and Technical Assistance Program,
by enacting actions that contribute to decision-making to improve
productivity and guarantee their market continuity.

The general objective of the area is to encourage businessmen and
entrepreneurs in Mexico to be competitive, productive and create
value, through:

» Implementing specific training actions.

* Optimizing resources allocated to techni-
cal assistance and training for the benefit of
MSMEs in coordination with other government
agencies, business chambers and associa-
tions, agencies, and business areas of Nafin,
to achieve a greater impact on the business
sector and its link with financing.

e Contributing to continuance of companies
and, thus, in maintenance and, where appro-
priate, generation of employment. .

* Being the main ally of MSMEs and the family
businesses to address their needs for training
and technical assistance and financing
according to Nafin programs.

« Improving management, production, and
marketing abilities of companies.

During the 2018-2024 period, based on the strategy of Nafin's Senior
Management and aligned with institutional program, DDEAT decided
to continue its work of training entrepreneurs and businesspeople.
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GOALS AND RESULTS
For the 2021 period, DDEAT established the following goals and achieved the following results:

Business Development and Technical Assistance Directorate Results 2021
Progress vs programmed goals

Actual Progr:;r:lmed Result Prossress
Jan-Dec 9 Jan-Dec
2020 Jan-Dec 2021 programmed
2021 goal (%)
www.nafintecapacita.com 26,396 27,716 17,092 62
Online conferences 23,611 24792 25,343 102
and workshops
Totals 50,007 52,507 42,435

3.2.1 ONLINE TRAINING PLATFORM WWW.NAFINTECAPACITA.COM

Since 2010, Nacional Financiera has had an online platform under the domain www.nafintecapacita.com, which
intends to professionalize entrepreneurs and businesspeople in Mexico, through training courses and
technical assistance available 365 days a year, 24 hours a day. This platform has various functions such as
gamification,” microsites for organizations with a selective offer, discussion forums, chat, and integration
with a webinar platform for further reference.

During the COVID-19 pandemic, this service channel was a priority to support the business and entre-
preneurial public; therefore, it has continued to strengthen through promotional activities, user referencing
and integration of an increasingly heterogeneous and current offer, with a focus on the development of
business skills and best practices in multiple fields such as finance. All this aimed at economic growth and
job creation nationwide.
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Activities focused on achievements 2021. The re-
sultsin fiscal year 2021 were achieved largely thanks
to the promotion strategy developed by the Business
Development and Technical Assistance area (DEAT,
in Spanish), whose actions are described below:

ll
L,

Communication of the training offer through Nafin's
different social networks and the Network of State
Representatives.

A

Generation and subscription of operating rules to
implement specialized commmunities with publicand
private organizations, which contributes to a local
promotion of services and drawing in new users.

Communication of online training offer and financing
in each conference given in webinar format, regional
training weeks, programs aimed at specific sectors
(women and entrepreneurs) and generation of online
communities that meet the needs of said sectors.

®

=acs

Promotion of said training channel in inter-institutional
government events such as National Week of Financial
Education led by Mexican Commission for Protecting
and Defending Users of Financial Services (Condusef,
in Spanish) and the Week of Comprehensive Financial
Education for Mexicans Abroad (Institute of Mexicans
Abroad and Condusef).

36

3.2.2 LIVE REMOTE TRAINING (WEBINARS)

Objective. DDEAT, within the framework of the
Training and Technical Assistance Program, is tasked
with providing training to companies and entrepre-
neurs in the five regions of the country (Northeast,
Northwest, Center, West, and South). During the
health emergency caused by SARS-Cov-2 virus,
DDEAT, in collaboration with consulting firms, held
online conferences of up to two hours, with topics
focused on mitigating and managing operational,
legal, and financial risks. For 2021, the priority focus
is economic reactivation, economic development,
and financing.

Activities focused on achievements 2021

* Remote Regional Professionalization Pro-
gram live in each one of the five regions
in Mexico, which included submission of
institutional financing programs. In total,
through the five programs, 23 conferences
were given, which registered a total of 6,330
attendances and a satisfaction level of 94%.

« Women Boost for Businesses (Mujer im-
pulsa tu negocio) in each of the five regions
of Mexico, which included the launch of a
specialized community. The conference had
1,042 attendances and a 94% satisfaction level.

Digital Promotion and Sales Tools Program
that was comprised by three webinars. Pro-
vided in the morning and evening hours, it
registered 2,780 attendances and a satisfac-
tion rate of 94%.

International MSMEs Day Program. Na-
tionwide, 1,305 attendants and 94% satis-
faction rate.

Financial Management Program for MSMEs
in three meetings, provided regionally, reg-
istered 2,236 attendants and a 96% satisfac-
tion rate.

* Foreign Trade Seminar part | with four parts,
1,096 attendants and 96% satisfaction.

 Participation in the National Financial Educa-
tion Week, seven meetings, 2,739 attendants
with a satisfaction level greater than 95%.

* Successful Entrepreneurship Program | in four
meetings (morning and evening hours) 2,938
attendees and 93% satisfaction.

3.2.3 ONLINE TRAINING CONTENTS
WWW.NAFINTECAPACITA.COM

Nacional Financiera designs, develops, and
makes online content available to the entrepre-
neurial and business market through its platform
www.nafintecapacita.com, in order to strengthen
their operational, administrative, and financial
management skills, and to provide them practical
tools that allow to develop their business ideas,
maintain adequate financial control of their com-
panies, and implement solid strategies to boost
their sales and brand awareness. Furthermore,
essential information is provided through multiple
channels to users about business opportunities
in foreign markets (exports) and financial tools
available in the Mexican market with a focus on
international operations.
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Expanding the offer of courses makes it possi-
ble to keep active users on the platform, as well as
attract new ones.

Activities focused on achievements 2021

* |tisimportant to emphasize that registered
users in 2021 completed a total of 35,571 cours-
es, 6% of which is equivalent to 2153, which
corresponds to new Bancomext courses.
The three most popular courses within this
framework were: Women and their Role in
Foreign Trade (638), Letters of Credit (352),
and How to Apply for a Loan for Foreign
Trade (332), which indicates the interest of
entrepreneursin the business opportunities
generated in international trade.

Finally, the Savings Mechanisms and In-
vestment Alternatives course, developed in
collaboration with cetesdirecto, was released
at the beginning of December 2021 and
the material for the promotional campaign
has already been requested, with a view to
attract new usersto Nafin's online platform.
It should be noted that said content focuses
mainly on promoting financial inclusion
in Mexico, bringing awareness to multiple
financial tools existing in the Mexican mar-
ket for savings and investment, and being
a guide to invite the public to open their
account to promote savings.

Differentiated Actions and Improvements in 2021.
Through the significant implementation of com-
munities during 2020, our database increased sig-
nificantly in 2021, which contributed to attaining
other objectives, such as the number of attendees
at online conferences and workshops.

The results in fiscal year 2021 were achieved largely
through designing and developing practical content
and fostering liaison with internal areas as well as with
consulting firms, which made it possible to design
practical and attractive programs for employees of
DGA of Institutional Promotion, contributing thus
to facilitate their professional activity in connection
with services provided to Mexican companies and
placement of financial products.
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—l— Qrough the Deputy Senerdl 4.1 STRUCTURED AND

Directorate of Corporate Bank-

ing, Nacional Financiera con- CORPORATE CREDITS
tributes to Mexican development
by granting access to financing for ~ Structured credit provides financing through a specific purpose ve-
companies in productive and stra-  hicle whereby businesses monetize their assets’ portfolios, allowing to
tegic sectors. Through the design,  isolate operational risks and obtain higher credit ratings, without neg-
structuring and implementationof  ative effects on balances. This program is aimed at medium and large
financing schemes, Nafin meets  businesses that create a portfolio with collection fees.

CORPORATE

=VANNIIN@

04

the specific needs of Mexican
companiesin two main areas: Sus-
tainable Projects and Corporate
Financing, which has allowed it
to consolidate itself as one of the
pioneering institutions that sup-
port this type of project.

With the purpose of promoting
the strategies of the Federal Gov-
ernment and fostering business
productivity and competitiveness,
strategic and priority projects have
been supported with first tier
structured financing. In this sense,
and because of an increase in fi-
nancing of priority projects, the bal-
ance of credit portfolio at the end
of 2021 was 55,448 million pesos.
It should be noted that the port-
folio will continue to increase with
this same approach. To achieve
thisgoal and make large projects
viable, Nacional Financiera works
mainly with commercial banks
and developers.

During 2021, financing was provided to the following companies.

145 MILLION PESOS

For working capital to a company dedicated to pro-
viding auxiliary services in medical treatment for
operating rooms, orthopedics, and hemodialysis, as
well as sale and supply of medicines and medical @

equipment to public and private institutions.

-I OO MILLION PESOS

For working capital of a company dedicated to the
elaboration and assembly of metallic structures, in con-
nection with the Felipe Angeles International Airport.

3 O MILLION DOLLARS

To a company in oil sector for costs and expenses
related to the operations and activities for exploration
and extraction of hydrocarbons.

700 MILLION PESOS

For working capital to a company dedicated to
building infrastructure regarding the construction
of a railway line.

2,400 MILLION PESOS

for working capital to a company dedicated to
building infrastructure regarding the construction
of a railway line.

The balance of direct and induced financing to companies and projects
with high economic and regional impact of this business unit at the

nacional financiera end of 2021 was 27,182 million pesos.
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4.2 FINANCIAL
ADVISORY SERVICES

During 2021, two requests for the
preparation of technical valuation
opinions were addressed:

@éﬁé‘s

» Company dedicated to
manufacture of aluminum
and polyester parts, as
well as food distribution.

» Company dedicated
to production and sale of
construction materials.

4.3 GOVERNMENT
BANKING

At the end of 2021, the administra-
tion of credits granted to Pemex,
State-Owned Company, whose
balance stood at 3,543 million pe-
sos, has been maintained. Addi-
tionally, in support of a productive
state-owned company, a loan for
1,863 million pesos was authorized
and executed.
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4.4 SUSTAINABLE PROJECTS

The Institution, in line with the sustainable exploitation of natural resources and to pro-
mote the use of low-carbon emissions technologies and renewable energy sources,
promotes financing schemes and investments from diverse sources aimed at elec-
trical power generation projects through renewable sources and clean technologies,
to optimize the use of public investment as a complement to private investment, and
actively contribute in the achievement of the new scopes, responsibilities, investments
requirements and goals of the energy sector. The foregoing focuses on the development
of national suppliers, the creation of jobs and social benefits.

During 2021, the following companies received financial support:

To a company dedicated to the development and
commercialization of tourist residences, to finance
working capital needs.

To a company dedicated to marketing
hydrocarbons and their derivatives, to improve
payment conditions and productive activities.

For the use of residuals in the Miguel Hidalgo Refinery
located in Tula, Hidalgo.

For supply, installation, and commissioning
of motor compressors.

Additionally, two financing grants were authorized that are expected to be exe-
cuted in February 2022:

To invest in assets to close and definitively
shut down a sanitary landfill in the State of Mexico.

For working capital of a company specialized
in hydrocarbons.

The balance of direct and induced financing to companies and projects with high eco-
nomic and regional impact of this business unit at the end of 2021 was 28,266 million pesos.

Through the business units of Deputy General Directorate of Corporate Banking, Nafin
continues fostering Mexican development with customized financing for companies in
priority and high-impact sectors.

4]
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5.1 INTERNATIONAL FINANCIAL INSTITUTIONS (IFI)

Nacional Financiera, through the Directorate of International Finan-

cial Organizations (DOFI, in Spanish), negotiates financing for the

Bank's priority projects, with the best terms and conditions,

to optimize the cost of institutional raising and contribute to the

Balance Management with medium and long terms funding. The Fi-
E R N A | O N A I_ nancial Agent designs strategies to promote and negotiate loans and
grantsissued by International Financial Institutions (IF1) for financing
the priority programs of the Federal Government. The Financial Agent
also acts as the promoter and liaison between Nafin and the interna-
tional development community and maintains an active process of
connection for the exchange of best practices.

The foregoing ensures that any commitments acquired by our
country and Nafin are honored, guaranteeing the mobilization
of international resources to finance and support new ventures in
innovative sectors, vulnerable to climate change, low carbon intensity,
and on a gender equality basis to reach the goals set in the 2030
Agenda for Sustainable Development.

GREEN CLIMATE FUND (GCF)

At the end of 2015, SHCP, in its capacity as Designated
National Authority, presented the official nomination
for Nacional Financiera to be accredited as a Direct
Access Entity to GCF. From 2016 to 2020, Nafin was
in phase | of this process, during which Nafin collab-
orated with GCF Ministry to demonstrate institu-
tional capacities and compliance with the criteria
established by the Fund in administrative and fi-
nancial matters, transparency and accountability,
intermediation and resources mix, environmental,
social and gender safeguards. At the end of 2020,
GCF Ministry informed Nafin that the Institution was
moving to phase Il of the process, during which GCF
accreditation panel requested additional informa-
tion to develop its recommendation regarding the
Institution’s application.

Within the framework of the 29" meeting of the
GCF Council, held from June 28 to July 1, 2021,
the accreditation of Nacional Financiera as a Direct
Access Entity was approved, becoming the first Mex-
ican development bank to reach this achievement.
In this way, Nafin strengthens its position as a key
player in promoting sustainable development and
reinforces the institutional commitment to adopt-
ing best practices and international standards in
climate finance.

nacional financiera
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With the approval of the GCF Council, Nacional Fi-
nanciera entered phase Il of the process that consistsin
negotiating and signing the Accreditation Framework
Agreement (AMA); to that end, the Institution shall
meet certain conditions regarding environmental,
social and gender safeguards. Once the AMA is signed,
Nafin will have access to GCF concessional resources
to support innovative climate change mitigation and
adaptation projects and programes.

During the accreditation process, Nacional Finan-
ciera has had the support of the Global Green Growth
Institute (GGGI), which will continue to support Nafin
to meet the conditions of AMA, strengthening insti-
tutional capacities and preparing concept notes and
funding proposals to be submitted to GCF.

5.2 FINANCIAL AGENT

As of December 31, 2021, the portfolio of Financial
Agent in execution consisted of 10 loans and four
donations for a total amount of 598 million dollars. Of
the 10 loans, the amount of which goes up to 581 mil-
lion dollars, four correspond to the International Bank
for Reconstruction and Development (IBRD, original
institution of World Bank); three to Inter-American
Development Bank (IDB), and three to International
Fund for Agricultural Development (IFAD). While out
of the four donations, the amount of which is 17 mil-
lion dollars, three are from IBRD and one from IFAD.

During 2021 five IFI supervision missions were
attended, for the Business Strengthening Project in
Productive Forest Landscapes (2) and the Sustain-
able Development Project for Rural Communities in
Semi-arid Zones (Northern and Mixteca Regions) (2),
both executed by National Forestry Commission (Con-
afor, in Spanish); as well as for the Energy Efficiency and
Sustainability Project in Municipalities and Hospitals (1),
implemented by Ministry of Energy (Sener, in Spanish).
Likewise, three closing missions were carried out, of
which two corresponded to the Project to Strength-
en Access to Social Housing, in charge of National
Housing Commission (Conavi, in Spanish), and one
to Social Protection System Project, implemented by
Ministry of Welfare (Bienestar, in Spanish). On the
other hand, in order to prepare new transactions,
an evaluation mission was carried out for the Social
Housing Support Project, which will be in charge of
Conavi, and two negotiating missions corresponding

to the Project for Reducing Urban
and Social Gaps, which will be im-
plemented by Ministry of Agrarian,
Territorial and Urban Development
(Sedatu, in Spanish), and the Bal-
sas Basin Project: reducing climate
vulnerability and emissions through
sustainable living, which will be
carried out by Conafor.

The main sectors support-
ed by IFI in the indicated period
were energy, social, work, housing,
environment, and climate change.
Disbursements from January
to December 2021 amount to 60.56
million dollars, since multiple im-
plementing agencies did not have
a budget and the projects faced op-
erational complications due to the
pandemic caused by SARS-CoV-2.
Likewise, an income from commis-
sionscharged as a Financial Agent
of 7.4 million dollars was recorded.

5.3 IFI FINANCED PROJECTS

Nacional Financiera fortified its IFl funding strategy
to meet its goal of obtaining long-term resources
in foreign currency under the best terms and con-
ditions that include competitive rates, to promote
and support sustainable and priority development
projects of Mexico. To accompany said funds and
accomplish other of Nafin goals, non-reimbursable
financial grants, mainly aimed at implementing
the programs and projects and to reinforce the
capacity of the Institution to adequately address
the public policy goals of the Federal Government,
specifically regarding climate change mitigation,
have been used.

As of December 2021, there is a portfolio of
17 lines of borrowing for 1,600.69 million dollars
with assorted IFI: German Development Bank (KfW),
IDB, European Investment Bank (EIB), the World Bank
(WB) and the Latin American Development Bank (CAF).
Likewise, there are two grants from the IDB for an
amount of 54.3 million dollars.
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The following are IFI's financing projects in opera-
tion or being negotiated during 2021:

5.31 OPERATING FINANCINGS

» Loans and Technical Cooperation from the IDB
and the Clean Technology Fund (CTF) to
Finance the Geothermic Financing and Risk
Transfer Program (PFTRG, in Spanish).

The main objective of this program is to mitigate
the geothermal exploration risks and mobilize
investments to increase the electrical power
generation capacity from geothermal resources
in Mexico.

Therefore, the program has three financial
components: 1) a loan for 54.3 million dollars
from the IDB to build, modernize and expand
operation plants and transmission lines; 1)
non-reimbursable financing with contingent
recovery for 51.5 million dollars from the CTF
for exploratory drilling; and 111) a donation of 2.8
million dollars from the CTF for non-reimburs-
able technical cooperation.

For itsimplementation, the program considers
an exploration phase that consists of drilling
wells in search of geothermal resources. Drill-
ing companies will be contracted through an
international Public Tender and the beneficiaries
of the drilling services will be the developers
selected through such tender.

Loan with KfW for 34.02 million dollars
for Forestry Investment Program (Proinfor,
in Spanish).

At the request of SHCP, Nacional Financiera
supported Trusts Incorporated in Connection
with Agriculture (FIRA, in Spanish) to obtain
a concessional loan with KfW for 34.02 mil-
lion dollars, since said entity does not have a
sovereign guarantee. The resources shall be
transferred to FIRA under the same conditions
that KfW grants, through a second-tier loan.
As a result of the health contingency due to
COVID-19, no disbursements have been
made to date.
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* Promotional Financing Line with KfW for
113.4 million dollars to Support Renewable
Energies and Energy Efficiency program.

Within the framework of Mexico-Germany dual
year, in April 2016 the German government
assigned concessional resources to Mexico for
an amount of 100 million euros or its equivalent
in dollars to be used for climate change mitiga-
tion actions. The following was established to
meet the above goal: 1) support to finance large
scale photovoltaic solar projects and energy
efficiency, and 1) photovoltaic solar generation
projects in SMEs.

In this context, on December 18,2018, Nafin
and KfW formalized a loan agreement for 113.4
million dollars, structured in two tranches:

|—_|I_I

MILLION

45.3 DOLLARS

TRANCHE I: with an allocation of 45.36 million
dollars, intended for investment in solar panels
and energy efficiency projects and distributed
generation in SMEs.

68.04 Soliars
TRANCHE II: with an allocation of 68.04 mil-

lion dollars, intended for the construction and
operation of solar plants.

In 2021, the loan had a remainder of 12.17 million
dollars, which were disbursed on December 21
and with which approximately 5,900 SMEs were
supported through credits granted through
the Electricity Savings Trust (Fide, in Spanish).

» Loan to EIB for 150 million dollars
for Economic Reactivation of SMEs.

On December 14, 2020, the loan agreement
was executed for an amount of up to 150 mil-
lion dollars to finance economic reactivation
programs in Mexico, by granting of credits
for MSMEs, channeled through the network of
financial intermediaries registered in Nafin,
as a response to the effects caused by the
COVID-19 pandemic. Loan resources were fully
disbursed and entered Nafin's accounts on
December 28, 2020.

During the January-June 2021 period, the
verification of resources was carried out with
EIB and the letter of allocation of all funds
under this loan was received. From now on, the
submission of the information established in
Lloan Agreements (audited financial reports,
non-audited financial reports, financial ratios,
and banking legislation) must be complied with.

Uncommitted Line with CAF
for 300 million dollars.

This is a revolving borrowing line for working
capital of the Institution, for the use of the In-
ternational Treasury. This line was executed
in 2013 and it remains valid until the parties
decide otherwise. During 2021, a total of 400
million US dollars was borrowed.

Loan with KfW for 100 million euros to
Finance Economic Recovery Programs
for Mexican MSMEs Affected by
COVID-19 Pandemic.

Within the framework of intergovernmental
negotiations between Mexico and Germany
in 2021, the German government allocated
concessional resources, through KfW, for an
equivalent in dollars of 100 million euros to
support access to financing for MSMEs affected
by COVID-19 pandemic.

The objective of the program is to miti-
gate the negative economic consequences
of COVID-19 pandemic, by providing loans for
working capital to MSMEs affected by the pan-
demic. The sub loans shall be granted through
the network of financial intermediaries or, if
applicable, directly by Nafin.

This loan was executed on December 22,
2021. During the first quarter of 2022, a Separate
Agreement of the Contract shall be reviewed
to define the eligibility criteria of the portfolio to
be used, information responsibilities and envi-
ronmental and social criteria.
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Concessional Loan with KfW for 100 million euros for a Transportation Program.

Since 2018, Nafin and KfW have worked together on the design
and implementation of a program to support the achievement
of Mexico's climate change goals through the reduction of green-
house gas emissions (GHG) in the transport sector, which has
three components:

- Financing of vehicle units through a concessional loan granted
to Nafin for up to 100 million euros.

- Upgrade Fund, in which MSMEs receive economic incentives in
exchange for disposing of old vehicles. It plans to have non-re-
imbursable resources granted by the Ministry of Economic Co-
operation and Development of the German government (BMZ,
in German) for up to 10 million euros, and contributions from
participating states (Mexico City, Jalisco, and Oaxaca) for up to
three million euros.

— Technical support to implement the program with resources from
BMZ for up to two million euros.

During 2020 and until June 2021, with the support of KfW, special-
ized advisory services were contracted to support Nafin to define
the operating mechanism, assessing, classifying, and verifying

potential centers to dispose of
vehicles at the end of their use-
ful life; for development of an
emission calculator and total
cost of ownership to quantify
environmental and economic
benefits derived from imple-
menting such program, as well
as to develop a comprehen-
sive management system. It
is worth mentioning that this
loan was authorized by the
Board of Directors during its
meeting in May 2020.

This loan was executed on
December 22,2021. During the
first quarter of 2022, a Sepa-
rate Agreement of the Contract
shall be reviewed to define the
eligibility criteria of the port-
folio to be used, information
responsibilities and environ-
mental and social criteria.

47




B ANNUAL REPORT 2021

5.3.2 FINANCING IN NEGOTIATION

NAMA Facility Fund/Glz
Financial Cooperation.

The German International Cooperation Agency
(GIZ, in German) is supporting the Mexican
government in the implementation of their Na-
tionally Appropriate Mitigation Actions (NAMA)
as part of their commitment to combat climate
change in our country.

In this sense, Nafin, with the support of GlZ,
identified that the Individualized Eco Business
Credit Program should be promoted in the
SME sector; to that end, a financial coopera-
tion request is being made to NAMA Facility
to strengthen said program. The amount of
resources amounts to 16.2 million euros:
1) seven million euros for Nafin Guarantee Fund;
11) 2.5 million euros, administered by Nafin, as
a complementary financial mechanism that
contemplates: subsidies in the cost of energy
diagnoses, payment to technical validator and
the cost of scrapping replaced equipment;
and I11) 6.7 million euros, managed by GIZ, for
technical assistance to the program.

In Mmid-2021, it was established that SHCP
and the Secretariat of the Environment and
Natural Resources (Semarnat, in Spanish) would
be the political counterparts of the program:; to
that end, exchange of notes between Mexican
and German governments commenced. In
December 2021, GIZ reported that the German
embassy has sent the exchange of notes to the
Mexican Secretariat of Foreign Affairs, soitisonly
waiting for documentation to be received by
Mexican Agency for International Development
Cooperation (Amexcid, in Spanish).

Likewise, Nafin and GIZ have made progress
in the design of the program through different
advisories and workshops. These activities are
aligned with the operational planning of the
NAMA SME Program, agreed in February 2021,
in which representatives of Nafin, SHCP and
Semarnat were involved.

Loan with IDB for 200 million dollars
to Finance the Global Credit
Program for Productivity Support
and Economic Recovery.

In 2020, the Nafin's Board of Directors autho-
rized obtaining a loan for an amount of up to
200 million dollars for the Global Credit Pro-
gram for Productivity Support and Economic
Recovery, which seeks to finance institutional
measures that contribute to reactivate the
economy and preserve jobs, through access
to credit for Mexican MSMEs.

In addition to this loan, it was successfully
negotiated to receive non-reimbursable fi-
nancing from CTF for three million dollars to
support the implementation of programs, as
well as institutional strengthening.

The loan agreement was negotiated in No-
vember 2021. The document was presented
at IDB Board meeting in December and was
approved. During the first half of 2022, work
meetings shall be held to, where appropriate,
determine an execution date.

5.4 INTERNATIONAL COOPERATION

International Agenda

The Montreal Group

This group is a non-profit association created in September
2012 that aims to exchange experiences between financial in-
stitutions dedicated to the development of SMEs. Currently the
group consists of 11 banks: Banco Nacional de Desenvolvimento
Econdémico e Social (BNDES) from Brazil, Banque Publique d'In-
vestissement (BPI) from France, Business Development Bank of
Canada (BDC), China Development Bank (CDB), Finnvera from
Finland, Nacional Financiera, Development Bank of Nigeria
(DBN), Saudi Industrial Development Fund (SIDF) from Saudi
Arabia, Small Industries Development Bank of India (SIDBI),
SOWALFIN from Belgium and Tamwilcom from Morocco. The
annual membership fee is 20,000 Canadian dollars.

The 9™ Annual Meeting of the Montreal Group, scheduled for
June 8-10, 2020, in Riyadh, Saudi Arabia, with SIDF as host, was
postponed to March 20-22, 2022, as the 10" Annual Meeting of
the Montreal Group; however, due to the current conditions
of the health emergency, it might be held virtually.

In fact, Nafin officials participated virtually in the Montreal
Group Annual Assembly on March 30 and 31, 2021. As a result
of this event, it was determined to continue with the following
virtual groups: 1) best practices to support SMEs against the
pandemic, and 2) economists’ group for the exchange of infor-
mation about national economic policies in view of the worldwide
economic deceleration.

Finally, in November 2021, Nafin officials attended the Gender
Equality and Women Empowerment event, organized virtually by
Montreal Group, where it was discussed the role that development
banks focused on serving SMEs may be involved in to foster gen-
der equality and the empowerment of women in the workplace,
in the market and in communities. Members were also invited to
adhere to the Paris Development Banks Statement on Gender
Equality and Women's Empowerment, launched in November
2020 at the Finance in Common Summit.
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Latin American Association
of Development Financing
Institutions (Alide, in Spanish)

In 2020, due to the sanitary
emergency, the activities
originally scheduled for the
year, specifically the 50t An-
nual Meeting of the General
Assembly of Alide, scheduled
to take place on Willemstad,
Curacao, from May 13-15, 2020,
were suspended. Neverthe-
less, Nafin participated in
many virtual activities and
webinars focused in sharing
the best institutional prac-
tices to face the adverse eco-
nomic effects associated with
the current global pandemic.

Similarly, within the frame-
work of the organization's An-
nual Meeting, held virtually
on May 25 and 26, the Gen-
eral Director of Nafin was ap-
pointed as a member of the
Board of Directors as External
Director for the period of May
2021 to May 2023. Likewise,
within the framework of this
virtual Annual Meeting, our
General Director participated
ina panelon The Importance
of Digitization for Develop-
ment Banking.

Talks are also held to or-
ganize an internship on Na-
fin Model for the benefit of
banks associated with Alide.
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International Development Finance Club (IDFC)

IDFC was originally constituted by 11 financial
institutions: Agence Francgaise de Développe-
ment (AFD), BNDES, Central American Bank
for Economic Integration (CABEI), CDB, African
Development Bank (AfDB), Japan International
Cooperation Agency (JICA), Korea Finance Corpo-
ration (KoFC), KfW, SIDBI, Russia's Vnesheconom-
bank (VEB), and Nafin. Currently, IDFC has 27
members from Europe, Africa, Asia and Middle
East, and the Americas and the Caribbean. Its
purpose is to share knowledge, experiences and
know-how in subjects that are strategic and of
common interest for its members. The subjects
addressed by this club include climate financing,
biodiversity, social development, poverty reduction
and financial innovation.

The IDFC holds various meetings throughout
theyear and the most important oneis the annual
meeting that takes place within the framework of
the annual meeting of the World Bank/Interna-
tional Monetary Fund. In preparation for this event,
Nafin participates with other banks in working
groups on various topics previously agreed upon
and that are presented at the annual meeting.
The IDFC annual meeting that was scheduled for
October 2020 in Washington, D.C., United States,
was canceled due to the global health emergency.
However, Nafin continued to actively participate
remotely in the work carried out by IDFC through-
out the year, including the Green Finance Mapping
Report 2021 prepared by the Club.

Nafin participates in the Making Finance work
for Nature (MFW4Nature) work group, which
resulted from the Finance in Common Summit
2020 and in which representatives from different
international organizations and development
banks worldwide were involved. The group's ob-
jective is to establish a long-term framework for
biodiversity focused on the fight against climate
change, as well as to define new parameters for
development, societies, and finances. This is a
great opportunity for Nafin to open to new areas
of climate change mitigation, since biodiversity
loss is a global challenge and Nafin, as part of the
financial sector, can play an important role in pre-
serving biodiversity and the ecosystems of Mexico.
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5.5 DEBT ISSUANCES IN STOCK MARKETS

ith the guarantee of the Federal Government, Nacional
\/\/ Financiera is a reference player in Mexican and international

stock markets. The appraisal of Nafin's debt instrumentsis a
financial benchmark for other Mexican public and private institutions
in the same markets. To carry out this role, our institution complies
with the information requirements and legal obligations stipulated
by financial regulations of the markets where we issue debt. For this,
we interact with different financial authorities, stock exchanges and
securities rating agencies, as well as multilateral organizations that in
some cases endorse our instruments. In addition, Nafin has developed
solid institutional relationships with an important base of investors
worldwide, such as investment funds, insurance companies and banks
that are holders of our debt instruments. Likewise, Nacional Financiera
is in permanent contact with the main global financial institutions to
constantly monitor opportunities not only in Mexico but also in main
international markets.

When the Deputy General Directorate for Issuances and Inter-
national Affairs was created in September 2019, the Directorate for
International Financial Organizations became responsible for imple-
menting debt issuances in domestic and international stock markets.
For this, the process of updating the financial information that supports
Nafin's public issuances was automated, and in June an issuance
of Stock Certificates was successfully launched for the first time for a
total amount of 10,000 million pesos in three communicating vessels,
of which 1,385 million pesos and 1,115 million pesos were assigned to
variable rate tranches for three- and five-years-terms, respectively;
while the remaining 7,500 million pesos were assigned to a 10-year
fixed rate tranche.

Additionally, with the support of the GGG, the Reference Frame-
work for Sustainable Bonds was developed, in which Nafin will be
able to make sustainable issuances to finance projects that support
Mexico's progress in the Sustainable Development Goals (SDQG). It is
worth mentioning that the external review process of the Framework
was carried out by Sustainalytics, one of the most recognized providers
of second opinion services worldwide.

Under this framework, in November the second Issuance of Stock
Certificates was carried out for a total amount of 10,000 million
pesos in three communicating vessels, two of them sustainable with
a digital approach. The first tranche was for three years at a variable
rate for 2,200 million pesos, the second for five years at a variable
rate for 1,300 million pesos and the third tranche for 10 years at a
fixed rate for an amount of 6,500 million pesos. The last two sections
were issued in a sustainable format.
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TREASURY
AND MARKETS

6.1 TREASURY

6.1.1 COLLECTION

0 ensure that the Institu-
‘ tion always has sufficient
resources and can disperse
them to different business areas at
the best cost and term conditions,
during 2021the Treasury continued
with its priority activities related
to the efficiency of fundraising
strategy, determination transfer
pricing, portfolio management
and interest rate and liquidity
risk to cover Institution's balance.
In this way, it was possible to
optimize the cost of institutional
deposits to fund the operations
carried out by Nafin under ade-
quate conditions (rate and term),
and the year ended with indicators
that exceeded our outstanding
goals by -23 bp below TIIE 28 days,
which represents 191.67% above
the goal, and 15 bp above Libor 3
months, which represents 140%
above the goal.
During the year, two placements
of Stock Certificates (Cebures) were
made in the domestic market.

The first placement was made on June 30 at
three-year terms for 1,385 million pesos, at five years
for 1,115 million pesos and at 10 years for 7,500 million
pesos (the latter is the largest amount issued for
development banking ever). This placement had
an excellent acceptance by investors, obtaining a
demand of more than 26,000 million pesos.

The second placement was made on November
18 for three-year terms for 2,200 million pesos, five
years for 1,300 million pesos and 10 years for 6,500
million pesos, highlighting that the five and 10-year
issuances were launched in a sustainable format.

The foregoing intends to support the institu-
tional goals regarding the expansion of access to
financing, the development of financial markets
and projects in high impact sectors and contribute
to the financial profitability that ensures the long-
term sustainability of the Bank.

In regard to attracting foreign currency, the Cer-
tificate of Deposit Program of the London Branch
remained in 2021 as the main attraction vehicle for
Nacional Financiera which, along with the acquisition
of the interbank financing lines, repurchase agree-
ments, time deposits, and working capital lines, has
allowed the Treasury to maintain its cost of funding
in foreign currency at attractive levels and in line
with institutional goals' compliance.
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6.1.2 BALANCE MANAGEMENT

During 2021, the strategy of min-
imizing the exposure of Institu-
tion's balance sheet to move-
ments throughout the curve
interest rates was maintained by
making the necessary hedging
transactionsto protect the income
received by the Bank for financial
margins, thus achieving the goals
of the Treasury of guaranteeing
that the balance risks are kept
within the approved limits and of
strengthening the Bank'sincome.
An optimization of the capital con-
sumption within the Institution is
also achieved.

In view of the economy shut-
ting down due to the impact that
SARS-CoV-2 virus (COVID-19) in
2020 and 2021, Nafin continued
to restructure loans granted to
financial intermediaries who so
requested, without charging com-
missions or penalties if there was
no cost to the Institution.

During the period from January
to December 2027, fixed rate loans
were restructured for an amount of
816 million pesos, obtaining a profit
as compensation for the Institution
inthe amount of 0.93 million pesos.

6.1.3 INVESTMENTS

From January to December 2027,
there is a held-to-maturity portfo-
lio in Mexican currency, which is
mainly structured with securities
of the Federal Government; a li-
quidity portfolio, mainly consist-
ing of monetary policy deposits,
governmental and quasi-govern-
mental securities used as warranty
in the payment systems of Banx-
ico, and a corporate securities
portfolio that contributes to the
private debt market development.
Jointly, these instruments brought
a net income of 644 million pesos
to the Bank.
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On January 20, 2021, in the interest of reducing capital con-
sumption of position and providing stability to financial margins,
the strategy of hedging the portfolio of held-to-maturity securities
(TCAV) through Cross Currency Swaps (CCS) UDI-TIIE was concluded,
foran amount of 1,160 million UDIs. Through this hedge, flows at the
real rate of the portfolio with a fixed rate of 5.625% are exchanged for
flows at a nominal rate based on TIIE plus 407 bp. With the hedging
strategy implemented, a release in capital consumption of 842 mil-
lion pesos was achieved.

Profit generation through financial margin in dollars was origi-
nated from investment portfolios held to maturity and available for
sale: strategic assets that have been maintained as one of the hedge
instruments of the institutional balance, by hosting long-term rais-
ing lines. Both portfolios are maintained, practically in their entirety,
in investments of debt issued by the Mexican Federal Government
(UMS) and national state-owned companies like Pemex and Electricity
Federal Commission (CFE, in Spanish). At the end of 2021, there were
earnings of 227.6 million pesos.

Regarding management of liquidity in foreign currency, the
main strategy still consists in optimizing the profitability of surpluses
in dollars through the execution of synthetic investments in pesos
and the management of liquid resources through our checkbooks,
particularly through demand and term deposits with development and
commercial banks. The latter mechanism allowed the generation of
significant interest margins, so during the first half of 2020 the liquidity
portfolio generated revenues of approximately of 23.3 million pesos.

6.1.4 LONDON BRANCH

Despite the complicated international environment during this period,
the balance of Certificates of Deposit issued by the London Branch
remained at 1,471 million dollars.

In this way, at the end of the year, the total net income generated
in the operation of the Treasury amounted to a total of 1,777 million
pesos, thus contributing to the strengthening of Institution's capital.

6.2 MARKETS ANALYSIS
AND PROMOTION

sociated with COVID-19 and market conditions,

strategies and actions were maintained that
ensured continuity in the operation, keep fundraising
at competitive levels and, therefore, contributed to the
profitability of the portfolios of Money, Exchange, and
Treasury desks, as well as contributing to attaining
the goals of Deputy General Directorate of Finance.

This has been possible thanks to the man-
agement and administration of client portfolios
(institutional, corporate-government and trusts),
which have been strengthened by opening new
agreements. To this end, financial products and
services have been promoted through non-advised
investment services, in strict adherence to internal
and external regulations.

During the second half of the year, the Market
Analysis and Promotion Directorate was created,
because of the integration of the Market Analysis
Sub-directorate, with which it is intended to develop
and implement analysis and strategy schemes
based on qualitative and gquantitative models,
with a view to profitability and risk management
established by the Institution, focused on providing
added value to client.

Also, during the year internal and external Audits
were carried out, without submitting any observa-
tions or recommendations by relevant authorities.
Likewise, multiple internal requirements were met,
and we participated in different committees, in a
timely manner.

—|_ hroughout 2021, considering the restrictions as-

ANNUAL REPORT 2021

6.2.1 INTERNATIONAL
FINANCIAL MARKETS

The steady increase in COVID-19
infections in different regions and
countries; the appearance of new
variants; the accelerated applica-
tion of vaccines in developed econ-
omies; greater mobility in different
countries; constraints in production
chains;increase in prices and scar-
city of raw materials; bottlenecks
in production processes; rapid
increase in inflation in both ad-
vanced and emerging countries,
with supply and demand pressures;
rebound in energy and food prices,
and a speech on normalizing mon-
etary policy by U.S. Fed at the end
oftheyear, highlighting a reduction
in asset purchases and potential
rate hikes for 2022 were, among
others, the factors that affected
the performance of the financial
markets throughout the year.

With high volatility at the end
of the year, stock indexes of main
developed markets registered
gains and, in some cases, reached
maximum historical levels. These
ended with the following variations
attheend oftheyear:in the United
States, Nasdaq advanced 21.4%;
Dow Jones, 18.7%, and S&P 500,
26.9%. For its part, Japanese Nikkei
225 index rose 4.9%; FTSE 100 of
the English stock market, 14.3%;
Spanish IBEX, 7.9%, and German
Dax, 15.8%.

Among emerging market in-
dexes, the best performer was South
Africa's FTSE/JSE All at 24.1%, fol-
lowed by IPC of Mexico with 20.9%,
Hungary's Budapest SE with 20.6%,
Poland's WIG20 with 14.3%, China's
Shenzen Composite with 4.8% and
South Korea's Kospi with 3.6%, while
Brazil's Bovespa and Hong Kong's
Hang Seng recorded declines of
-11.9% and -14.1%, respectively.

Civen the expectation of a
normalization of monetary policy
in advanced economies and the
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beginning of this process in emerging economies,
bond rates increased throughout the year. In the
United States, the 10-year government bond rate
closed at 1.51%, in Canada at 1.43%, in Italy at 1.17%,
in France at 0.20% and in Germany at -0.18%, which
meant increases of 60 bp, 75 bp, 63 bp, 54 bp and
39 bp, respectively. In what corresponds to emerging
markets, Russia registered the greatest variation, 253
bp (8.45%); followed by Poland with 242 bps (3.65%),
Peru 239 bps (5.90%), Mexico with 203 bps (7.57%),
South Africa 106 bps (9.80%) and Indonesia 50 bps
(6.36%). As for China, given strong inflows in the year,
the rate on its 10-year bond fell 37 bp (2.78%).

Volatility was also present in the foreign exchange
market. U.S. dollar strengthened against other
currencies, ending with a progress (measured by
the Bloomberg spot dollar index) of 6.4%. Given this
performance, the Chinese yuan strengthened 2.3%,
while those with the greatest loss were the Chilean
peso with -16.5%, the Japanese yen -10.3%, the Korean
won -8.6%, the South African rand -7.8%, the Polish
zloty -7.5%, the euro -6.9%, the Brazilian real -6.8%,
the Mexican peso -3.0%, the British pound -1.0% and the
Russian ruble -0.4%.

Finally, as for raw materials, mixed movements
were observed. The price of WTI-type oil ended the
period at 75.21 dollars per barrel (dpb), which meant
an increase of 55.0%, while the Brent type closed at
77.78 dpb with an increase of 50.2%. Regarding prices
of precious metals, the following variations were ob-
served: silver -11.7%, gold -3.6%, and platinum -9.6%. The
prices of agricultural raw materials rose on average
21.2% and industrial metals 30.3%.

©6.2.2 DOMESTIC FINANCIAL MARKETS

Local markets were affected by international events
and the behavior of foreign markets; however, some
internal factors also contributed to its performance,
such as legal reforms in energy matters, the pace of
vaccination and the cycle of increases in Banxico's
target rate at the end of the year due to rise in inflation.

6.2.3 MONEY MARKET AND BONDS

Throughout 2021, a net outflow of foreign in-
vestment from M Bonds and Cetes market was
observed for an amount equivalent to 249,523,679
million pesos, made up as follows: 237,864.57
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million pesos in bonds, 32,469.10 million pesos
in Cetes and an increase of 20,810 million pesos
in real rate instruments.

The expectation that central banks would begin
to reverse their monetary relaxation policy was ful-
filled and there were increases in reference rates, in
addition to high levels of inflation worldwide; levels
greater than 7%, not seen in the last 20 years in
Mexico or the United States, which have generat-
ed expectations of an increase in monetary policy
decisions. In Mexico, from 150 bp as of June 24,
taking the reference rate to 5.50%, while the United
States is expected to start with a restrictive policy in
March 2022. This has driven the rise in rates along
the Cetes and bonds curves.

Shorter-term rates (Cetes) responded to the
rise in June 2021, accumulating variations of 146
bp and 173 bp in the case of 28- and 91-day Cetes,
while those of 182- and 364-day Cetes rose 175 bp
and 200 bp, respectively.

Fixed rate bonds rates increased by 210 bp on
average along the curve, with increases of around
200 bp in the 1-to-8-year segment. The rate of the
10-year M Bonds (MY31) closed at 7.57%, which meant
progress of 200 bp, while that of the M Bond 47 (or
30Y M Bond) closed at 8.06% for a variation of 150 bp.

Lastly, surcharges of reviewable instruments
decreased throughout the year, so the curves of
securities of the Institute for the Protection of Bank
Savings (IPAB, in Spanish) with monthly, quarterly,
and semi-annual coupons fell 0.41 bp, 0.25 bp and
2490 bp, respectively, the latter despite the increas-
es in reference rates during the second half of the
year and a rise in inflation. Regarding Bondes D
surcharges, the curve had an average drop of 1.88 bp.

In the last quarter of the year, Bondes F instru-
ments were incorporated, which had a drop in
their spread of 1.9432 bp. The first auction of these
instruments took place on October 5 and 11,000
million pesos were placed.
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0.2.4 EXCHANGE RATE MARKET

The exchange rate ended December at 20.4672
pesos per dollar, according to the FIX rate deter-
mination date, where Mexican peso registered a
depreciation of 2.81% compared to the end of 2020.

During 2021 there were periods of high volatility
for the dollar-peso parity and in general for all cur-
rencies worldwide. Considering the FIX exchange
rate, the maximum level of exchange rate for 2021
was reached on November 26 at 21.8185 pesos per
dollar, while the minimum level of 19.5793 pesos
per dollar was reached on January 20.

©6.2.5 CAPITAL MARKETS

During 2021, the Price and Quotation Index (IPC,
in Spanish) of the Mexican Stock Exchange (BMV, in
Spanish) set new historical highs on several occa-
sions, with an annual return of 20.9% in local currency
and 17.8% in dollars, having the best performance
in the last five years. The index was favored by an
advance in the vaccination process and reopening of
activities, as well as a solid performance of the North
American economy that implied a recovery in the
results of most companies, in addition to an excess
of liquidity due to the fiscal stimulus packages of
the United States and other countries. Despite the
appearance of Omicron variant in the last months
of the year, markets showed resilience and allowed
IPC to conclude 2021 at 53,272 points.

©.2.6 DERIVATIVES MARKET

The Derivatives Desk continued to actively partici-
pate in TIIE standardized swaps market (IRS) settled
through Asigna (administration and payment trust
to settle and liquidate derivatives contracts) and
provided an efficient service to the Treasury Strategies
area, satisfying the need to execute complex hedges
such as currency swaps and issuance hedges.

No findings or areas of opportunity were found
that would negatively affect the rating granted by
the regulator or external auditors who carried out
periodic reviews of Desk's process, making it possible
for Banxico to continue with the authorization for
operating derivatives.
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6.3 INVESTMENT FUNDS

Nafinsa Fund Operator (Operadora de Fondos Nafinsa, in Spanish) continues working on the objective
of fostering access of small and medium investors to the stock market, through the distribution of stocks
from the 13 investment funds it manages, having executed 26 agreements with 22 commercial brands in
the stock market. At the close of December 2021, the average assets managed in investment funds amount-
ed to 25,264 million pesos. It should be noted that during this period the Operator has interacted with the
Nafin's DGA of Institutional Promotion, through its regional directorates, to promote the purchase and sale
of shares of the Investment Funds that it manages, particularly with entities of the public administration,
such as the state secretariats of finance, public universities and/or APIs. Additionally, there is participation
in the project called Open Architecture, which is a product of the Financial Reform and consists of the pur-
chase and sale of shares of investment funds in electronic platforms, so that the shares are easily acquired
by public investors; all in accordance with the mission of the Operator.
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6.4 CETESDIRECTO

During 2021, there was continuity
to the publicity strategy to invest
in cetesdirecto, through Internet,
social networks and with the sup-
port of a sales force. Likewise, aris-
ing from the sanitary emergency
that impacted Mexico, the promo-
tion efforts to use apps and web
platforms to contract and operate
cetesdirecto with easy and safe
access to the public and manage
its own resources were further em-
phasized.

All these actions taken togeth-
er made it possible to maintain an
upward trend in 2021, which has
been shown since 2018, to reach
more than 1,148,000 registered
clients, 777,049 of which have
already activated their contract,
which reflects an investment bal-

ance of more than 29,600 million
pesos for this distribution chan-
nel, which outstandingly exceeds
the goals set for 2021. Similarly,
the total amount of debt placed
by the Federal Government in the
yvear through cetesdirecto
reached 4.86% which, compared
to the participation of the previ-
ous year of 4.69%, represented
an increase of 3.62%.

It should be noted that, despite
this health emergency and the
drop in the yield rates of govern-
ment securities during the year,
the financial service cetesdirec-
to has increased the number of
people hired by 36.0% and the
investment balance by 21.8%,
both compared to figures at the
end of 2020.
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-IDUCIARY
OPERATIONS

nacional financiera

7.1 CORPORATE AND BUSINESS

During the period from January to December 2021,
no lawsuits were submitted due to errors in legal
process that deals with financial markets, first tier
financing, venture capital, international affairs and
advisory affairs.

The tasks in Corporate and Business matters had
the following results for the Institution:

* Legal advice was provided to Operadora de
Fondos Nafinsa, S.A. de C.V,, Sociedad Oper-
adora de Fondos de Inversion (aka Nafinsa
Fund Operator) and to the investment funds
it manages, for the organization of an ex-
traordinary shareholder meeting, Ordinary
Annual General Shareholder Meeting and four
meetings of the Board of Directors, as well as
review of documentation related to clients.

Legal advice to Nafin regarding the increase
of its participation in the fixed capital of Oper-
adora de Fondos Nafinsa, S.A. de C.V.,, as well
as obtaining the corresponding authorization
from the National Banking and Securities
Commission (CNBV, in Spanish).

Preparation of deposit and pledge agreements
to formalize the incorporation of collateral in
the issuance of credit and discount lines by
Nafin through the competent channels.

Review, update, and formalization of mas-
ter agreements for financial operation with
derivatives, ISDA (International Swaps and
Derivatives Association Master Agreement),
entered or to be entered into with different
domestic and foreign financial institutions.

Review and formalization of cash pledge
agreements with respect to financial opera-
tions with derivatives entered with domestic
and foreign financial institutions.

Legaland implementation advice to the cetes-
directodistribution channel, including advisory
activities and review of documentation related
to clients, service providers and attendance at
meetings of the Technical Committee.
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» Review, updating and formalization of master

agreements for the purchase and sale of se-
curities and repurchase operations, contracts
for banking deposits of managed securities,
contracts for safekeeping of securities and
securities lending.

Legal advice for the formalization of the re-
quired documents to obtain an uncommitted
revolving line of credit, for an amount of 200
million dollars, to be granted by The Bank of
Nova Scotia.

Consideration and delivery of information and
documentation required by auditors, both
internal and external, by virtue of three reg-
ulatory Audits related to compliance with 31
points issued by Banxico to operate derivatives.

Instrumentation, review, and analysis of
agreement to open a simple credit guaran-
teed with eligible assets held in guaranteed
trusts, under circular letter 25/2020 regarding
"Rules applicable to the financing of Central
Bank of Mexico guaranteed with qualified
credit assets of the development banking,
to be channeled to micro-, small- and me-
dium-sized companies”.

Legal advice for executing any necessary
documents for involvement of Nafin in
financing working capital for up to fifteen
million eight hundred thousand dollars,
granted to a company dedicated to real
estate development in the Baja California
peninsula.

Legal advice for executing any necessary docu-
ments for involvement of Nafin in a syndicated
loanto finance the exploration and extraction
of hydrocarbons, with an involvement of Nafin
for up to 30 million dollars.

Legal advice in response to three requests
for review of documentation related to the
operation of possible financing and study doc-
umentation related to said possible operations.




B ANNUAL REPORT 2021

62

* Legal advice, review of documents and consid-
eration of legal queries regarding the operation
of multiple financing grants and support to
Directorate of Sustainable Projects and Cor-
porate Financing.

Advice and review of legal instruments re-
garding the accreditation of Nafin as a Direct
Access Entity of GCF, an international financial
mechanism that seeks to support actions to
mitigate and adapt to climate change.

Legal advice, review of documents and consid-
eration of legal queries regarding the operation
of multiple financing grants and support to
Directorate of International Financial Orga-
nizations, for contracting multiple credits
granted for projects that carry forward the
Institution's purpose.

Advice and review of legal instruments regard-
ing the concessional financing line with KW
for 100 million euros to support the Climate
Change Mitigation Program in the Transpor-
tation sector in Mexico.

Legal advice for contracting a loan with KfW
for an equivalent in dollars of 100 million eu-
ros to support access to financing for MSMEs
affected by COVID-19 pandemic.

Legal advice to incorporate the Nafin Sustain-
able Fund with the involvement of Nafin as
trustor and trustee, as well as all legal docu-
mentation necessary for its correct operation,
which acts as beneficiary of non-reimbursable
resources (donations) from IFl and transferor
thereof, intended for sustainable develop-
ment of Mexico, through projects directed to
Mexican MSMEs of commmerce, industry and
services sectors, and those projects instructed
by SHCP for other agencies of Federal Public
Government, particularly focused in social and
environmental fields.

Legal advice on the implementation of Sus-
tainable Productive Territories Project (TPS,
in Spanish), consisting of non-reimbursable
resources for 20.8 million dollars to strengthen

the sustainable management of productive
landscapes and improve economic opportu-
nities for rural producers (project executed by
Semarnat), through Nafin Sustainable Fund.

« LLegal advice on the execution of any necessary
documents for the involvement of Nafin in
the implementation of Financing and Risk
Transfer Program for Geothermal Energy
signed with IDB.

» Legal advice on execution and/or updating
of guarantees granted abroad related to
second-tier loans.

* Legal advice for the execution of necessary
documentsto implement modifications and
waivers of first-tier loans which include, among

others, project financing, corporate loans,
and Value Added Tax (VAT) financing, among
others, financed directly by Nafin or through
bank syndicates.

Legal advice and assistance to the Corpo-
racion Mexicana de Inversiones de Capital,
S.A.de CV. (CMIC) in connection with 1) inte-
gration of its technical commmittee, 1) granting
powers to attend shareholders' meetings,
and 1) audit No.18-2-06HIU-07-0071 Perfor-
mance of the Fund of Funds for investment
in capital funds.

Legal advice to the Entrepreneurial Capi-
tal Trust, including the review of multiple
amendment agreements and consideration
of multiple queries, to finalize the investment
and disinvestment by this trust, including
assistance and legal advice in decision-mak-
ing instances that regulate said trust, as
well as in the analysis of the regulations
applicable to it.

Legal advice on the preparation and review
of cooperation agreements to be signed
between Nafin and other entities, including
municipalities, states, and companies, to join
efforts to promote industrial and regional
development, granting access to financing
within the scope of Nafin's powers.
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7.2 GOVERNMENTAL
REGULATIONS

7.2.1 CONSIDERATION
AND LEGAL ADVICE ON
THE ACQUISITION OF
GOODS AND SERVICES

Nafin fully complied with the ap-
plicable regulations of a National
Credit Society, since the required
support and advice was provided
and the legal instruments request-
ed by different areas of Nafin were
prepared and reviewed, providing
support in compliance with its pur-
pose and main activities.

"/.2.2 LIAISON TO THE SUPERIOR
FEDERAL AUDIT OFFICE

Regarding the activities where
the Directorate of Governmental
Regulations performs as liaison to
the Superior Federal Audit Office
(ASF, in Spanish) itis reported that
the openings and information re-
quirements of the audits carried
out on Nacional Financiera were
addressed in a timely manner.
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'7.2.3 TRANSPARENCY

In compliance with the obligations established in the General Law
on Transparency and Access to Public Information, Federal Law on
Transparency and Access to Public Information and other applicable
legal provisions on Transparency, the Transparency Unit carried out
the following activities, together with the administrative areas of Na-
cional Financiera:

'7.2.4 PUBLICATION OF COMPULSORY INFORMATION

Update information that Nafin and its trusts must publish in the
Transparency Obligations Portal System by 2021, in terms of articles
70,71 and 77 of the General Law of Transparency and Access to Public
Information, as well as 68 and 69 of the Federal Law of Transparency
and Access to Public Information, regarding "General technical guide-
lines for the publication, homologation, and standardization of infor-
mation of obligations established in the fifth title and in the section
IV of the Article 31 of the General Law of Transparency and Access to
Public Information, which must be notified by regulated entities on
Internet websites and on the National Transparency Platform” and
“Federal Technical Guidelines for the publication, homologation,
and standardization of the information of the obligations established
inthe Third Title, Chapters | and Il of the Federal Law of Transparency
and Access to the Public Information, which must be notified
by regulated entities at the federal level on Internet portals and on
the National Transparency Platform”.

7.2.5 INDEX OF FILES CLASSIFIED AS RESERVED

Nacional Financiera has 24 files or documents classified as reserved,
which in accordance with the provisions of the twelfth article of "General
Guidelines on classification and declassification of information,
and preparation of public versions,” are published in the following
link: https:/mwww.nafin.com/portalnf/content/home/home.html, se-
lecting the banner called Index of Reserved Files, located in the
Transparency section.

Given that Nacional Financiera is classified in group 4, it must
comply with six specific actions of the policy. In this regard, activities
are being carried out, with a progress of 60%.

7.3 LEGAL

AND COLLECTING
DISPUTES AND
CREDIT DEPARTMENT

The Litigation and Credit Law
area continues endorsing its com-
mitment to design flexible and
modern contracting schemes for
packaged products, actively par-
ticipating in the business process
through the timely provision of
legal formalization services, in ad-
dition to the legal defense and
protection of legal and proprietary
interests of the Institution.

The quantitative results for fis-
calyear 2021, corresponding to pro-
cesses managed by the Litigation
and Credit Law area, are as follows:

Regarding banking formaliza-
tion services, 363 requests were
received and addressed with a
percentage of 100% deliveries
within the service levels.
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Regarding litigation services:

* The credit recovery of 21.62 million pesos was obtained because
of legal actions undertaken and the conclusion of multiple law-
suits filed for this purpose.

« In short, 61 lawsuits filed against the Institution were concluded,
obtaining favorable resolutions in 100% of them and acquitting
Nacional Financiera of all claims.

« At the end of fiscal year 2021, a litigation portfolio of 702 law-
suits isadministered, in which Nafin is a party. Out of these, 214
matters have been assigned for credit recovery with a value of
4,985.3 million pesos, while 208 correspond to labor claims
for 125.15 miillion pesos, 263 to claims of a non-labor nature
for 478.94 million pesos and 17 to different lawsuits (criminal,
administrative, etc))

Finally, the following were also addressed: 132 requests from
authorities, 214 requests for internal management legal services,
and 19 queries related to litigation issues for proper implemen-
tation of transactions in accordance with the legal framework, in
the interest of reducing risks for the Institution derived from its
instrumentation. The foregoing, together with services of legal
determination of requests for the release of technical reserves
deposited by insurers and issuance of different legal opinions.
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7.4 SECRETARY
OFFICE TO BOARD
OF DIRECTORS

In recent years, the relevance of
good corporate governance has
positioned itself as one of the main
drivers of value creation in orga-
nizations, as well as an effective
vehicle to improve performance.

Several organizations have ad-
opted additional measures to regu-
latory onesto improve the formand
effectiveness in management
and control, which reflects a pro-
gressive will of institutionalization
to become more competitive and
have elements that help provide
certainty and transparency of trans-
actionsin benefit of all the instances
interested in its proper functioning.

Regardless of the work de-
veloped by Nacional Financiera
to strengthen good corporate
governance practices in MSMEs,
during January-December 2021,
the review of powers and operat-
ing rules of 12 collegiate bodies of
Nafin was carried out internally,
with the fundamental purpose of
maintaining these in compliance
with applicable regulations, the
needs and requirements of the
Institution, aswell asto incorporate
additional elements of corporate
governance and best practices that
have proven to be effective.

7.5 FIDUCIARY OPERATIONS

According to the information published by CNBV
at the end of December 2021, Nacional Financiera
ranked second among trustees in Mexico in terms
of value of managed trust assets.

Nacional Financiera is the trustee for excellence
of the Federal Government, since it concentrates
more than 73% of assets managed by development
banks, being the main executing agency of public
policies under this type of instrument.

As of December 31,2021, Nacional Financiera man-
aged 359 trust businesses with assets worth more
than 1.7 trillion pesos, an amount that represents
more than 16% of all trust assets nationwide.

Out of all assets managed, 640,339 million pesos,
equivalent to 33%, correspond to liquid resources.
From this amount, 211,398 million pesos (33.0%) were
invested in the Institution's Money Desk and 661
million pesos (0.6%) in Nafinsa Fund Operator (“Op-
eradora de Fondos Nafinsa”, in Spanish). Out of the
remaining resources, 10,136 million pesos (1.6%) were
deposited in the Federal Treasury and 415,144 million
pesos (64.8%) with other financial intermediaries.

Revenues from trust services, which include com-
missions for custody and administration of securities
and cash, amounted to 173.4 million pesos, which
exceeds the minimum annual goal established for
financial year 2021 by 12%.

ANNUAL REPORT 2021

SITUATION OF TRUSTS AND PUBLIC FUNDS FROM NON-STATE-OWNED
COMPANIES MANAGED BY NAFIN

Pursuant to the provisions of "Decree ordering the extinction or termination of

public trusts, public mandates and similar ones,” published in the Official
Gazette of the Federation (DOF, in Spanish) on April 2, 2020, as well as in the
“Decree amending and repealing multiple provisions of the Law for Protection
of Human Rights Defenders and Journalists; Law of International Cooperation for
Development; Hydrocarbons Law; Energy Industry Law; Federal Budget and Treasury
Responsibility Law; General Law of Civil Protection; Organic Law of National Financing
for Agricultural, Rural, Forestry and Fishing Development; Science and Technology
Law; Customs Law; Regulatory Law of Railway Service; General Law of Physical Cul-
ture and Sports; Federal Law of Cinematography; Federal Rights Law; Law of Mexican
Petroleum Fund for Stabilization and Development; Law on Biosafety of Genetically
Modified Organisms; General Law on Climate Change; General Law of Victims and
repeals the Law creating a Trust to manage Social Support Fund for Migrant Mex-
ican Ex-workers,” published in DOF on November 6, 2020, together the “decrees’,
Responsible Units (RUs) of these trusts determined the following:

N afin managed 111 federal public trusts from non-stated-owned companies.

with exception of not applicable with decrees
applicable decrees by decrees applicable to them

Out of 74 trust businesses to which any of the decrees applied:

* 39 trust operations have signed their of the rights and obligations to be
termination agreement. assigned, among others. It is esti-
mated that the extinction process
» Three trust operations have agreed on will be concluded during the fiscal
the terms of the termination agreement year of 2022.
and the reception of the legal instru-
ment is in transit. » Five trust operations do not have the
instruction from RU to start the ex-
» 26 trust operations have the instruc- tinction process.

tion to initiate the extinction process;
however, RUs have run into different « A trust operation is undergoing dif-

problems to conclude the process, ferent legal proceedings for injunc-
among them, lack of a proxy and de- tions filed against the application
livery of financial information, chang- of decrees, for which the extinction
es in government and integration process is suspended.
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8.1 QUALITY MANAGEMENT
AND ORGANIZATIONAL CULTURE

With the aim of keeping its dynamic of growth and
qualitative change, Nafin maintains its strategy of
continuous improvement of its Quality Management
System (SGC, in Spanish), developing its human capital,
strengthening of risk management and incorporation
of systems suitable for the efficient operation of its
programs into its technological platform.

8.1.1 QUALITY MANAGEMENT SYSTEM

Nacional Financiera implemented the Quality Man-
agement System (SGC, in Spanish) from the first days
of 2001, and since then has supported the institutional
commitment to contribute to economic development
oriented to national business productivity, under a
scheme focused on risk prevention, the use of oppor-
tunities, continuous improvement, and customer sat-
isfaction. The SGC supports the purpose and strategic
direction of Nafin, aligning the institutional objectives
as quality objectives, which results in a positive effect in
meeting external and internal challenges. For almost
21 years, Nafin has maintained and strengthened its
SGC, and every year its processes have been certi-
fied. The successful migration from the ISO 9001:2015
standard was achieved in November 2017. The new
documentation facilitated and clarified the transition
by naturally incorporating the corrections and new
components of the standard. The ISO 9001:2015 certi-
fication was obtained and is valid from November 6,
2019, to November 5,2022. There are annual reviews to
maintain the certificate and validate the renewal thereof.
In 2020 we applied for recertification, with favorable
results. The certificate was obtained through an external
quality audit, by a certifying house, which endorsed
compliance with the ISO 9001:2015 standard in the
Institution's processes.

8.1.2 QUALITY OPERATIONAL MEETINGS

As of 2021, Quality Operational Committees (COCs, in
Spanish) changed their name to Quality Operational
Meetings (SOCs, in Spanish) and the involvement of
institutional personnel in self-management of the
quality of their processes continues to be one of the most
important elements of the administration of SGC. At
the end of December 2021, there are a total of 43 SOCs,
which meet at least once per quarter.
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8.2 CERTIFICATE
OF DELIVERY-
RECEPTION FROM
PUBLIC SERVANTS
SUBJECT TO SUCH
REQUIREMENT

During the month of November
2021, the global update of the list of
public officers required to present
the delivery-reception certificate
at the conclusion of their assign-
ment or commission was carried
out, making it possible to have a
valid registration with a dynamic
updating process. Thanks to the
active involvement of all area di-
rectorates, it was possible to pay
attention to what was established




ANNUAL REPORT 2021

in the “Agreement establishing General Guidelines
for regulating delivery-reception and accountability
processes of Federal Public Government,” published
in DOF on July 24, 2017. Similarly, within the Single
Registry of Public Officers (RUSP, in Spanish), actions
required by the Secretariat of Public Service (SFP, in
Spanish) were carried out to identify public officers
who will execute the delivery-reception certificate.
During 2021, the provisions and orders of SFP on
the matter have been covered in a timely manner.
The last quarter of 2021 will be reported at the end
of January 2022 to comply with the 2021 financial year.

8.3 ORGANIZATIONAL
STRUCTURE

In 2019, the Board of Directors approved the modifi-
cation of the Organizational Structure of the Institution.
At the close of this year, the organization consists of
996 positions: 472 for middle and senior manage-
ment, or equivalent thereto, and 524 to operational
personnel. The budget ceiling goal of 967 million
pesos authorized for personal services in the 2019
Federal Expenses Budget was met.

In early 2020 the authorized structure of 996 po-
sitions was maintained: 472 for middle and senior
management, or equivalent thereto, and 524 to
operational personnel. The budget ceiling for per-
sonal services in the 2020 Federal Expenses Budget
was 994 million pesos. As of December 31,2020, the
structure remained unchanged, and the year ended
with a modified budget of 956 million pesos.

At the end of 2021, the authorized structure of 996
positions is maintained, 472 corresponding to middle
and senior managers and counterparts to both and
524 to operational personnel. The authorized budget
for personal services in the 2021 Federal Expenses
Budget was 1,059 million pesos.

In recent years, the Institution has been headed
by a general director shared with Bancomext, which
hasled to the Organizational Structure of both banks
having approved the positions of deputy general
manager and some area directors, to generate syn-
ergies, standardize processes and have savingsin the
resources assigned to both institutions.

Currently, in the Organizational Structure of the In-
stitution we have seven positions based in Bancomext
and 18 compatibilities, which have been authorized
by the Board of Directors and SFP.
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8.4 HUMAN CAPITAL
DEVELOPMENT

DETECTION OF TALENT
AND GENDER EQUALITY

The Institution has a competen-
cy-based human capital manage-
ment model encouraging constant
updating of staff to know their
potential and performance. This
model made possible to cover with
house staff 46.4% of the vacancies
from January to December 2021.
That is, the professional develop-
ment of the human talent within
the Institution has led to reduced
costs of recruiting and the opti-
mization of our investment. Also,
open positions were covered in
accordance with public policies de-
signed to promote gender equity.
Women accounted for 57% of the
total promotions during the year,
and 39% of all hires.

Nacional Financiera has a pro-
gram to promote the development
of talented young people, through
professional practical experience
and social service, in addition to
participating in the Youth Building
the Future program, implemented
by the Federal Government. In 2021,
these programs were affected by
the COVID-19 pandemic, chang-
es in different higher education
institutions, as well as strategies

I

of institutional authorities in accordance with the
agreements published by SFP and the recommen-
dations of competent authorities in health matters.
However, even though since March 2020 it has not
been possible to incorporate new young people into
these programs, Nacional Financiera provided support
so that the 32 students active in social service could
complete their programs remotely.

With the firm intention of strengthening talent
detection, in the months of January and December
of this fiscal year, the information in the Talent Bank
(online service) was updated with an institutional
campaign through internal communication. Talent
Bank enables the identification of internal and ex-
ternal personnel with the required qualifications to
perform a certain position, and candidates to cover
any vacancies created. Moreover, it offers a method-
ology that aligns the qualifications of the personnel
with the needs of the Institution. Therefore, at the
beginning and end of the year, an internal commu-
nication campaign was carried out on "feedback
exercise,” which informed requesting collaborators
of the results obtained in their evaluations, moti-
vating them to establish individual plans. With the
information available in the Talent Bank, mapping
was also carried out in order to identify key personnel
and prepares replacement grids for every directorate
of the Institution.

During fiscal year 2021, we jointly and actively
worked with the Gender Equality Unit of the SHCP
and with the Public Ethics and Prevention of Conflicts
of Interest Unit (UEPPCI, in Spanish) of SFP, to im-
plement different campaigns within the Institution,
aswell ascommmunication, sensibility, awareness and
training activities on topics such as conflicts of interest,
public ethics, prevention of harassment and sexual
abuse, equality and non-discrimination, leadership,
teamwork, etcetera.

According to the provisions of SFP, the Ethics
Committee of Nacional Financiera defined and imple-
mented an Annual Work Plan, which was timely fol-
lowed up, addressing, and sharing the corresponding
evidence in the Monitoring, Evaluation and Coordina-
tion System of the Activities of Ethics Commmittees; as
well as commitments corresponding to the National
Program to Counter Corruption and Impunity, and
Improve Public Management, 2019-2024.

The promotion of campaigns regarding cours-
es on public ethics and conflicts of interest led to
training 387 colleagues from Nacional Financiera,
who accredited the New Ethics and Integrity in the
Public Service and Conflicts of Interest in the Pub-
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lic Service courses, of the Virtual
Training System for Public Officers
(SICAVISP, in Spanish).

On the one hand, in terms of
equality and non-discrimination,
91 people attended the cours-
es of Inclusive Language, Labor
Equality and Non-Discrimination,
New Masculinities, and Gender
Perspective for Public Officers,
which were coordinated by the
Training area of Nacional Finan-
ciera. On the other hand, 13 peo-
ple accredited the course Join the
Protocol! and other activities of
agency platformssuch as the Na-
tional Council to Prevent Discrim-
ination, National Human Rights
Commission, National Institute for
Women and National Institute for
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Social Development were also ac-
credited. To mention a few cours-
es: Induction to Equality between
Woman and Men; Men against
Violence against Women, Girls
and Boys; Alternative Masculini-
ties; Sexual Diversity and Human
Rights; Inclusion and Disability;
and Human Rights and Genders,
among others.

The annual Code of Conduct
course was accredited by 966 col-
leagues, and 99% of the Institu-
tion (972 people) delivered their
letter of coommitment to adhere
to this document.

Likewise, as part of the actions
to pay attention to the work-fam-
ily conciliation axis and the com-
mitments derived from the certi-
ficationsin the Mexican standard
NMX-R-025-SCFI-2015 on Labor
Equality and Non-Discrimina-
tion and the NOM 035-STPS-2018
Factors of psychosocial risks at
work-ldentification, analysis and
prevention, the area of Quality
of Life and Equality coordinated
different conferences and film
debates focused on topics such

as Leadership; Stress Management in Times of
Crisis; Relaxation Techniques for Day to Day; Psy-
chosocial Risks and Organizational Environment;
Benefits of Equality in Life and Development of
Women Taxpayers and Public Service, as well as
the Olympia Law; Burnout Syndrome; Equity and
Gender, and Health and Well-Being, among others.
Regarding compliance with NOM-035 Psychosocial
risk factors at work and because of the application
of Reference Guide Ill, during the second semester
a series of conferences focused on recognizing
and preventing psychosocial risks and thus pro-
moting a favorable organizational environment
were implemented.

Members of Ethics Committee participated in
the practical workshop Ethics Committees in the
prevention of conflicts of interest, in the course
to address complaints in accordance with new Gen-
eral Guidelines, as well as in round tables on sexual
harassment and sexual abuse, activities coordinated
by UEPPCI during the second half of the year.

Finally, in response to the actions coordinated
by Gender Equality Unit (SHCP), members of the
Ethics Committee participated in the dialogue ta-
ble on Sexual and Reproductive Rights of Persons
with Disabilities. Likewise, Nafin staff participated
in the forum Financial Inclusion, Key to Economic
Independence and the Empowerment of Women
and in the presentation of the guide How to Build
Participating Homes.

8.5 PRIORITY
TRAINING PROGRAMS

125 courses (in-person, online and external) were
procured and given during January-Decemlber 2021.
Itisworth mentioning that to attend to the technical
and specialized needs of the personnel —highlighting
training in soft skills— and updating on regulatory
issues and preparation for obtaining certifications, the
Annual Training Program was implemented online
through different digital platforms, to continue with
distance training, in response to the prevailing health
measures due to COVID-19.

Likewise, as a recommendation of the National
Joint Training Commission, a diploma course was held
to develop managerial skills, strengthen abilities
and update the knowledge, of Nafin personnel.

As for the scholarship program, in 2021, four out
of the 19 active scholarships at the start of the year
were finished. On February 19, the 2021 Call to Apply
for Scholarships was published in the internal com-
munications channel, authorizing nine scholarships,
to close the first semester with 24 active scholarships.
During the second semester, six scholarships conclud-
ed, so 2021 ended with 18 active scholarships, which
have been followed up in a timely manner.
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8.6 INTERNAL CONTROL

8.6.1 REINFORCEMENT MEASURES
IMPLEMENTED IN FACE OF COVID-19

With the implementation of the National Social
Distancing campaign to fight the spread of SARS-
CoV-2 coronavirus (COVID-19) in Mexico and on
account of the declaration of a health emergency
due to force majeure by the Health Council, Nafin
adopted various containment measures against this
virus including, but not limited to, hygiene measures,
suspension of non-essential activities, as well as the
adoption of virtual work meetings, in order to ensure
the safety of personnel and entities that personnel
is in contact with.

The Internal Comptroller’'s Office addressed 52
authority requests related to the information regard-
ing the contingency called COVID-19, as shown below:

Information requests related
to COVID-19 pandemic
((% by authority)

4%
29, Banxico
UIF/CNBV
4%
2% ABM
Mexder

2%
Presidency
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From the beginning of the pan-
demic until the end of the fourth
quarter of 2021, 38 reports to be ad-
dressed only once were monitored,
as well as 14 requests that are
followed up periodically, which
represent 73% and 27% of the total
applications, respectively. Out of
the 52 requests received, can be
highlighted the active participa-
tion of the personnel assigned to

the directorates of: Risk Manage-
ment, Credit Management, Credit,
Product Development, Sustain-
able Projects, Corporate Financing,
Budgetary and Financial Planning,
and Treasury, among others, in
charge of answering requests in
the times and deadlines set forth
by authorities, after validation by
their deputy general directors, ac-
cording to the following graph:

Information requests related to COVID-19 pandemic periodicity

(Number of reports by authority)

18 -

16 -

14 -

12 -

10 -

Number of reports

2.
e

an a [ W [

ABM
daily
B weekly
W biweekly
M sole 2

74

Banxico CNBV

Presidency Mexder SHCP UIF/CNBV

8.6.2 INTERNAL CONTROL SYSTEM

The holders of the administrative units appointed and/or updated the
public servants responsible for attending in a timely manner the routine
control agendas of the processes under their responsibility, which allow
the staff to ensure the proper performance of their activities, identifying,
controlling, and mitigating the risks inherent to its functions.

8.6.3 BUSINESS CONTINUITY PLAN OF INTERNAL
CONTROL PROCESS

During April, the individual Business Continuity Plan (BCP) of the Internal
Control Process was signed, which contains procedures and actions
to ensure, in the event of operational contingencies, continuity in the
process, including, where appropriate, its timely restoration, as well
as the mitigation of any effects arising therefrom.

8.0.4 TIMELY CONSIDERATION OF
INTERNAL CONTROL ROUTINE AGENDAS

Pursuant to provisions of number 8, subsection C, section V, of the Guide-
lines of the Institutional Model of Internal Control (LIMICI, in Spanish), the
Internal Comptroller's Office informs on the timely attention provided
to the Routine Control Agendas (RCA) and those of Regulatory Reports
(RRA) by the personnel assigned to the corresponding administrative
units, obtaining a degree of compliance at the end of the second quarter
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of 97.01%, as shown below:

Window of opportunity in control tools
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8.6.5 ACTIVATION OF INCIDENTS IN ROUTINE CONTROL AGENDAS

During financial year 2021, Internal Control incidents were detected due
to the activation of alerts; in general terms, these were minor and of an
operational nature without causing a significant impact, being registered
in the Internal Management and Control System (SACI, in Spanish).

8.6.6 UPDATED RECORD OF RELEVANT INSTITUTIONAL MANUALS

At the end of the 2021 financial year, there is a universe of 103 certified
operating manuals. The new processes that are integrated into the Quality
Management System are the following: Environmental and Social Risk
Management system (SARAS, in Spanish), Information Security, Financ-
ing Administration of Foreign Banks and Foreign Debt, Formalization
and Administration of Nafin Investment Portfolios, Formalization and
Administration of Investment Portfolios by Mandates, Operations of
Call Money and National Treasury, as well as Investment Operations
and International Treasury Loans.
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8.6.7 SUPERVISION

OF COMPLIANCE

WITH PROVISIONS ON
INVESTMENT SERVICES

The report on the supervision of
compliance with the general provi-
sions applicable tofinancial entities
and other persons providing in-
vestment services, corresponding
to the first and second semesters
of 2021, shall be submitted to the
Auditing Committee and the Board
of Directors before submitting such
report to CNBYV, in agreement with
such provisions.

8.6.8 INTERBANK ELECTRONIC
PAYMENT SYSTEM - REGULATORY OFFICER

The Report on Incidents of Interbank Electronic Pay-
ment System (SPEI, in Spanish) is periodically pre-
sented, in accordance with rule 73, second section of
circular letter 14/2017 and its amendments, addressed
to participants of Interbank Electronic Payment Sys-
tem and other stakeholders acting with such capacity,
related to SPEI Rules and issued by Banxico.

The Report of the Person Responsible for Regu-
latory Compliance of SPEI was prepared, which was
disclosed to the Internal Audit Committee during
its extraordinary session held on July 30, prior to its
presentation to Banxico, in compliance with said
circular letter.

8.7 PREVENTION OF OPERATIONS WITH PROCEEDS
OF UNLAWFUL ACTIVITIES AND FINANCING OF TERRORISM

In the first ordinary meeting of Communication and Control Committee (CCC) held on January 22,2021, the
Work Plan of Internal Comptroller's Office was submitted and approved with the corresponding schedule.

8.71 REGULATORY COMPLIANCE

In compliance with the 60" of the
General Provisions referred to in arti-
cle 115 of the Credit Institutions Law
published by SHCP, in February of
this year, the external audit of illicit
operations prevention was carried
out, which verified the degree of
compliance with the regulation and
internal policies and procedures with
respect to the 2020 financial year.
The result was submitted to General
Director and to CNBV on March 1in
a timely manner.

The result of the implementa-
tion of the Methodology with a Risk-
Based Approach (MEBR, in Spanish)
was approved.

On December 3, 2021, the Audit
Committee approved the update of
the Client and User Identification
and Know Your Client Formats (FICC,
in Spanish).
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8.7.2 MEETINGS OF THE CONTROL
AND COMMUNICATIONS COMMITTEE

During 2021, Control and Communications
Committee (CCC) held 12 ordinary meetings, and
one extraordinary meeting in compliance with
the General Provisions referred to in article 115 of
Credit Institutions Law.

8.7.3 PREVENT PROCESSES
OF ILLICIT OPERATIONS

The implementation of the new Money Laundering
Prevention System is currently under construction.

8.7.4 NAFIN BRANCH IN GRAND CAYMAN,
CAYMAN [SLANDS

The Cayman Island Monetary Authority (CIMA) was
informed that the Prevention of Money Launder-
ing and Financing of Terrorism Manual (PLD/FT, in
Spanish) was approved by the relevant authorities.

8.7.5 OBSERVANCE OF FOREIGN BANKS
COMPLIANCE REQUIREMENTS

To maintain business lines with foreign counter-
parties, requests for information from national and
foreign banks were answered. These requests refer
to Wolfsberg Questionnaire formats, Patriot Act
certifications, and general information requests
from Nafin, for example, Anti-Money Laundering
questionnaires, On Boarding, identification data of
the main directors of the Institution and Exhaustive
Due Diligence formats.

8.7.6 TRAINING PROGRAM ON PREVENTION
OF MONEY LAUNDERING AND COUNTERING
THE FINANCING OF TERRORISM

The 2021 Training Program on Prevention of Money

Laundering and Countering the Financing of Terrorism
was carried out.
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8.8 INTERNAL AUDITING

At the beginning of 2021, the Internal Audit Depart-
ment (DA, in Spanish) incorporated its Annual Work
Program, which, prior to its execution, was submit-
ted to the General Director for his consideration,
to the Audit Committee for approval and to CNBV
for information purposes.

This Program is aimed at conducting audits of
substantive activities of the Institution, especially
those related to credit, financial markets, trusts, risk

8.8.1 AUDITS

management and information technology, among
others, the objective of which, in general terms, is to
verify compliance with the regulations established by
CNBYV and Central Bank of Mexico; to verify the man-
agement of risks inherent to processes, strengthen
the Internal Control System and verify control mecha-
nismsimplemented in the computer security model.

In accordance with the foregoing, the internal
audit activities during the year included the following:

17 audits (89%) were carried out, two less than those scheduled.
Due to the COVID-19 health contingency, it was decided to cancel two audits, a situation
that was reported to the Audit Committee for approval, which authorized its cancellation.

The conducted audits are shown below:

No. of . Regulatory

1 Derivatives Market
1 Financial Agent-Back Office
1 Code of Conduct for Exchanges

Credit Process: Stage Ill, Instrumentation
and Disbursement, Stage IV, Normal
Recovery Module; and Stage V, Monitoring
and Recovery (Credit and Guarantees)

Systems: Credit Control Desk System
2 (MDC, in Spanish) and Funds Flow
System (FFON, in Spanish)

1 SWIFT Compliance

1 Fiduciary Process-Metalwork Trust
1 Portfolio Rating

1 Risk Management

4 Follow-ups

CNBV

CNBV

Central Bank of Mexico

CNBV

CNBV

SWIFT Customer Security
Controls Framework

CNBV

CNBV

CNBV

CNBV

Audited departments were involved during the audit to inform the audit's results and
added-value proposals that will make it possible to address findings and recommenda-

tions conducive to strengthening the Internal Control System.
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8.8.2 PARTICIPATION AS
NORMATIVE ADVISERS
DURING THE MEETINGS
OF THE DECISION-MAKING
BoODIES (COMMITTEES)

In compliance with regulatory pro-
visions, we participated in meetings
held by the Comprehensive Risk
Management Committee and
the Control and Communication
Committee, as well as technical
committees of Risk Participation
Trusts (1148-0), of Business Financ-
ing Counter-Guarantee (8013-9)
and Fund for the Participation of
Risks in Bonds (8068-6).

8.8.3 MONTHLY REVIEW
OF VARIATIONS IN THE
FINANCIAL STATEMENTS
OF THE INSTITUTION

With the purpose of evaluating
the reasonableness of the figures
of the Balance Sheet and of the
Income Statement, the items
showing the main variations are
identified monthly by making the
comparison of balances of the for-
malized financial information of
the previous month against the
preliminary figures registered in
the Financial Information System
by determining increases and de-
creases of the balances and ana-
lyzing the origin of the variations.
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8.9 COMPUTING

STRATEGIC TECHNOLOGY PLAN

The Institution is aligned to the ICT and Information
Security Matters processes set in the Management
Manual of General Application to Information Tech-
nologies and Information Security (MAAGTICSI,
in Spanish). MAAGTICSI processes are grouped
into three main groups: Governance, Organization
and Delivery, and each of them contemplates the
following processes:

GOVERNANCE

* Strategic Planning Process (PE)
* Budget and Procurement Management
Process (APCT)

ORGANIZATION

» Configuration Management Process (ACNF)
* Information Security Management
Process (ASI)

DELIVERY

* Project Management Process (ADP)

* Supplier Management Process (APRO)

« Operation Management Process (AOP)

» Operational Process of Information
Security Controls and ERISC (OPEC)
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MAAGTICSI

At the end of December 2021, the IT Department consistently executed MAAGTICSI
processes that were directly related to the Strategic Technology Plan, obtaining the

following results in terms of its indicators:

Strategic Technology Plan
1. Strategic Planning (PE, in Spanish)

Indicator. Percentage of compliance in the
execution of the projects that make up the
Executive Portfolio of ICT Projects: 97.83%.

During 2021, 22 business projects have been imple-
mented, six of which were implemented through
the contracting and administration of external sup-
pliersin accordance with current regulations; and 14
through internal developments that allowed gener-
ating significant savings for Nafin, having the benefit
of not depending on a provider (it is important to
mention that this strategy keeps knowledge and
experience in the Institution and reduces response
times to meet business needs, thus supporting the
professional development of personnel in these
projects) and two projects with domestic and foreign
development (hybrid).

2. Project Management (ADP, in Spanish)

Indicator. Percentage of compliance in the exe-
cution of the projects that make up the Operative
Portfolio of ICT Projects: 100%.

The number of projects in the ICT Project Operative
Portfolio is one.

3. Budget and Procurement Management
(APCT, in Spanish)

Indicator. Percentage of effectiveness in
preparing feasibility studies: 85.29%.

The number of favorable feasibility studies is 29
and the number of feasibility studies presented
to the Unit is 34.

4. Service Management (ADS, in Spanish)

Indicator. Keeping service information
updated: 100%.

The number of reviews carried out is four, as
well as number of evaluations for this period.

5. Configuration Management (ACNF, in Spanish)

Indicator. Keeping the configuration repository
updated: 100%.

The number of reviews carried out to the config-
uration repository, as well as number of schedules
reviews is four.

6. Supplier Management (APRO, in Spanish)
Indicator. Compliance with the process: 100%.

The number of scheduled and executed progress
and completion reviews is 27.

7. Operation Management (AOP, in Spanish)

Indicator. Incidents in the operating
environment: 99.43%.

The number of resolved incidents in the operation
is 2,272, and the number of incidents that occurred
in the operating environment is 2,285.

8. Operational Process of Information Security Controls
and Response Team to ICT Security Incidents (ERISC,
in Spanish) in the Institution (OPEC, in Spanish)

Indicator. Measures compliance with the im-
plementation of controls for mitigating risks
established during the process: 24%.

9. Information Security Management Process
(ASI, in Spanish)

Indicator. Measures compliance with the im-
plementation of controls established during
the process: 24%.
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Despite the uncertainty and decrease in economic activity, the Institution
obtained in 2021 a profit of 893 million pesos; once the full utilization
was made to the SHCP, and considering the corresponding tax can-
cellation, there was a net result of (6,668) million pesos, equivalent to
a nominal return on capital of nominal (17.37)%. By the end of the year,

equity capital amounted to a total of 38,380 million pesos, represent-
ing a 5.2% nominal decrease in comparison with the total revenue of
the previous year. It is worth mentioning that in this year the Federal
Government allocated 6,028 million pesos to the Institution, and the
return on capital would have been 1.2% without such allocation.

In addition, Nafin's financial situation shows solid indicators, includ-
ing the following:

Nafin Financial Indicators / 2020-2021 Comparative Table

Dec. 2020 Dec. 2021
(%) (%)

Overdue Portfolio / Private Sector Portfolio 0.25 2.84
Reserves / Overdue Portfolio 972.63 149.31
Financing Granted to MSMEs / Financing to the Private Sector 617 66.6
Financial Penetration (Private Sector Portfolio / GDP) 1/ 18 155

Financial Penetration (Private Sector Portfolio & Capital Contr./ GDP) 1/ 216 1.90

1/ Mexican GDP for December 2021 is calculated according to 2020 GDP adjusted by increase rate of GDP in 2021
estimated by International Monetary Fund in January 2022.

Given the balance obtained from the loan portfolio and guarantees
with the private sector, it is estimated that as of December 2021 the
Financial Penetration index of 1.55% was reached, lower than the one
obtained in December 2020 at 1.80% (this index measures the balance
of credit direct and promoted by Nafin to the private sector, as a per-
centage of Gross Domestic Product).

Likewise, when considering the previous balance plus contingent
credits and capital contributions from the Fund of Funds, the Finan-
cial Penetration index went from 2.16% in December 2020 to 1.90% in
December 2021.

9.1 EVOLUTION RISK OVERDUE PORTFOLIO

At the end of December 2021, the credit portfolio registered in the bal-

ance sheet was 189,573 million pesos, and the risk overdue loan portfolio

was at 5,230 million pesos, primarily concentrated in Direct Credit for

Companies Programs' portfolios by 5,223 million pesos (99.9%) and

former employees by six million pesos (0.1%), while financial interme-
nacional financiera diaries did not register an overdue portfolio.
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9.2 COMPARISON TO OTHER BANKS

The Overdue Loan Index (ICV, in Spanish) of 2.76% reached in December
2021and 3.08% in November 2021, according to the latest figures published
by CNBYV, places Nafin below Bancomext, Banco del Bienestar [Welfare
Bank] and Sociedad Hipotecaria Federal [Federal Mortgage Company].

Banking Overdue Portfolio Index
November 2021
(%)

Banco del Bienestar 32.92
Sociedad Hipotecaria Federal 14.58
Bancomext 3.71
Nafin | 3.08
Development Bank | 2.81
Banjercito  2.74
Banobras  0.51
ScotiaBank 3.87
HSBC | 2.65
Santander 2.29

Banca Multiple  2.07

BBVA | 1.78
Banamex 1.63

Banorte | 1.09

Inbursa | 0.87

AL L] PR TT

Source: National Banking and Securities Commmission.

The portfolios of financial intermediaries in bank modalities of “A”
“B+"and “B," as well as public sector and decentralized entities, which
make up to 70.6% of the total portfolio at risk, do not have any overdue

loan portfolio.

9.3 OVERALL BALANCE

As of December 2021, Institution’s assets had reached
a total of 517,712 million pesos, financed with 479,332
million pesos in liabilities which, in turn, consist of
147,272 million pesos from repo creditors, 241,753
million pesos corresponding to domestic debt, and
63,279 million pesos corresponding to foreign debt
and other liabilities for 27,028 million pesos.

In addition, Nafin has a Financial Agent balance
of 376,271 million pesos, an amount representing a

decrease 0f 13,205 million pesos during the year which
amounts to 3.4%; furthermore, the balance for stand-
by guarantees reached 89,610 million pesos, having
a 6.4% growth rate in comparison with the previous
year, due to the dynamism and acceptance of Nafin's
Securities Program.

An analysis of Nacional Financiera's financial
statements for the 2021 period is provided in
this report’'s Annex B, “Report on Consolidated
Financial Statements with Subsidiaries, as of, De-
cember 31, 2021".
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INTERNAL

CONTROL BODY

PERFORMANCE APPROACH

The Internal Control Body (OIC, in Spanish) in Nacional
Financiera is an authority that carries out its functions
in accordance with SFP guidelines, a body on which
its general director depends hierarchically and func-
tionally, as well as the heads of the areas of Internal
Audit and Audit for the Development and Improve-
ment of Public Management; Claims, Complaints
and Inquiries; and Responsibilities.

In 2021, OIC provides continuity to the activities
carried out, promoting that these have added value
of their exercise in the most honest and effective
function. Likewise, active participation in meetings
of the Acquiisitions, Leasing and Services Committee
continues, indicating that onboarding is fully justified.

10.1 AREA OF INTERNAL
AUDIT AND AUDIT FOR
DEVELOPMENT AND
IMPROVEMENT OF
PUBLIC MANAGEMENT

In the period from January to December 2021, the
execution of eight inspection acts was scheduled,
which were carried out prioritizing the use of infor-
mation and communication technologies for hold-
ing work sessions and meetings and the like for the
purpose of minimize the transfer, contact and risk of
contagion between the public servants involved, in
terms of the “Agreement establishing the applicable
criteria for the administration of human resources
in the agencies and entities of the Federal Public
Administration to mitigate the spread of the coro-
navirus COVID-19", published in the Official Gazette
of the Federation (DOF, in Spanish) on July 31,2020,
amended on September 30, 2020 and on January
8 and April 30, both of 2021, and of the “Agreement
determining the criteria for the administration of
human resources in the agencies and entities of the
Federal Public Administration in order to reduce
the risk of contagion and dispersion of the SARS-
CoV2 coronavirus” published in DOF on July 30, 2021,
and amended on August 17, 2021. Likewise, based
on the "Agreement establishing the Guidelines
for the exchange of official information through
institutional email as a complementary measure
to the actions to combat the disease generated by
COVID-19" published in DOF on April 17, 2020, the

institutional email was prefera-
bly used as a means of notifying
official information between the
public servants involved, provided
that the law or any current regu-
latory provision does not require a
different formality in its treatment
and effects.
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10.2 AREA OF CLAIMS, COMPLAINTS, AND INQUIRIES

Within the framework of the powers provided in the internal regulations
of the SFP and in the General Law of Administrative Responsibilities,
the following actions were carried out in the area:

10.2.1 Claims

During the year 2021, 20 files were initiated. In addition to them, 26
files that were in process at the beginning of the year in question
continued to be processed, of which seven corresponded to the year
2019 and 19 to 2020.

Due to the above, during fiscal year 2021 a total of 46 files were
processed, of which 33 complaint files were concluded, seven from
2019, 18 from 2020 and eight from 2021, which were resolved in the
following sense: 28 to File due to Missing Elements and five with Shift
to the area of Responsibilities.

Finally, as of the last day of December 2021, 13 complaint files are
in process, one from the 2020 financial year and 12 from 2021.

10.2.2 Citizen Requests
During the first semester of 2021, 31 Citizen Requests were received in
total, 27 of which were answered, leaving only four on hold.

10.2.3 Legal Advisory

During the period from January to December 2021, the staff of the Area
of Claims, Complaints and Inquiries provided advisory services on
692 occasions, through email, in person or by telephone; most of the
time, this was in connection with statements of financial condition.
Increasing these from the month of April, due to the deadline for sub-
mitting the patrimonial statement, in its modification modality, of the
public servants that make up Nafin.
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10.2.4 Statement of Modification to Financial Condition
During the month of May of 2021, 100% (935) of Nafin's public servants
were able to submit their patrimonial declaration, in its modification
modality, a commitment that was fulfilled in the month that by law
had initially been established for said obligation, without any public
servant having been left pending, so there was no need to make use of
the extension granted by the SFP, through the "Agreement by which
the term provided for in section Il of article 33 of the General Law of Ad-
ministrative Responsibilities, to present the statements of patrimonial
situation and interests 2021", published in DOF on May 31, 2021.

10.2.5 Investigation Procedures Against Individuals

or Legal Entities for Violations of Provisions on

Public Procurement Matters

During 2021 financial year, no inquiries were received on the matter.
Likewise, no file from previous years was processed, since the year did
not begin with inquiries pending.
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10.3 AREA OF ADMINISTRATIVE
RESPONSIBILITIES

It corresponds to the Area of Responsibilities, within the framework
of the powers and attributions conferred by the applicable legal and
regulatory framework: to substantiate the administrative procedures
of responsibilities and sanction irregular conducts incurred by public
servants of the Institution; resolve disagreements that arise from acts
that contravene legal provisions on public procurement and sanction
individuals or legal entities for infractions of said provisions; as well as
carry out the legal defense of such matters. In accordance with these
powers, in the period from January to December 2021, the following
actions were carried out:

10.3.1 Administrative Responsibility Procedures

Seven reports of alleged administrative responsibility for breach of
obligations by public servants were admitted; six of them for failure to
comply with the provisions of article 49 of the General Law of Admin-
istrative Responsibilities and one for failure to comply with article 8 of
the Federal Law of Administrative Responsibilities of Public Servants.

10.3.2 Non-Conformities Regarding Public Procurement

During fiscal year 2021, five disagreements filed against contracting
procedures were addressed, of which two correspond to Trust num-

10.3.3 Conciliation Procedures

Participated in four conciliation procedures for disagreements arising
from the fulfillment of contracts in which Nafin participates as trustee,
one of these procedures corresponding to the Micro-Financing Fund
for Rural Women (Fommur, in Spanish) and the Trust of the National
Micro-Entrepreneur Financing Program (Finafim, in Spanish), without
reaching an agreement of wills during conciliation.

O
Q

?
L

O ber 80595 called Direct Sale of Securities to the Public; two to the
I I Entrepreneurial Capital Trust, in which Nafin, in its capacity as trustee,
I I carries out said procedures, and one to the Deputy Directorate of Ac-

quisitions. Of the total disagreements addressed, two were declared
founded, determining the nullity of the judgment by virtue of the
convener improperly evaluating the proposals of disagreement,
one was rejected and two were unfounded.

O
0
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10.3.4 Legal Defense and Litigation

In this period, a fiscal revision appeal was filed against the sentence

I issued by Federal Court of Administrative Justice that declared the
N7 resolution issued by area to be null. Revision appeal that was declared
: unfounded by Collegiate Circuit Court.

10.3.5 Transparency and Access to Information

In fiscal year 2021, OIC, as an obligated entity in terms of Federal Law of
Transparency and Access to Public Information, responded in a timely
manner to 116 requests for access to information.

10.4 STATUS OF COMMENTS

In connection with the inspection carried out from January to Decem-
ber 2021, OIC determined a total of 29 observations, 18 of which were
addressed at the end of the year, and 11 are in process pursuant to
deadlines established in the applicable regulations.

During 2021, 15 observations from previous years were resolved, one
observation determined by ASF and five by office of external auditors
were followed up.
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ANNEX A

Important Figures of
Nacional Financiera

nacional financiera

TABLE 1
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Nacional Financiera, S.N.C,, relevant figures
Millions of pesos at the end of the year

Total assets

Financial Agent portfolio
1=t tier credit portfolio

2nd tier credit portfolio
Total credit portfolio

Equity investment at enterprises
Equity investment at developers
Stock equity investment

Domestic debt

Foreign debt

Preventive reserve for credit risk
Total liabilities

Stockholders~ equity

Assets in trust or under mandate

Endorsement debtors and other
contingent liabilities

Net profit (loss)
Capitalization level (%)

395,158

109
43,730
127,863
171,702

1403376
64,414

515,075

94
66,299
147920
214,313

213,222
63,533
(4,464)

488,365

1'544,545

53,520

529,082

65
63,004
165,390
228,459

8,952
1,637
269

214,351
71927
(4,511)
497,638

31,444

1725173
235,458

597,605

29
73,566
186,037
259,632

231099
79944
3971)
562,050

2'099,988
260,974

567,786

9
60,304
165,637

225950

10,163
1732
295

237,601
71,823
(4,047)
529,860

1727276
191,074

623,156 517,712

0
60,548
129,024
189,572

11,982
1,851
48

244572 241,753
67,909 63,279
(5244) (7,808)

582,652 479,332

572,581
218927 269,266
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TABLE 2

Raising in local currency*
(Millions of pesos)
e s [ | on | oo [ | o | |
Report on Consolidated

Stock exchange certificates 40,000 50,524 56,698 59,491 64,765 60,089 75,660 F| Nanc | a | St atements

Pg s Nafin 87,587 108,970 79,575 149,163 146,266 150,606 142,41

New instruments 127,587 159494 136274 208654 21031 210694 218,070 with Sulbsidiari es, ds of
December 31, 2021

Time deposits in Mexican currency 41153 7153
Various deposits 1129

Total 168,747 167,775 142932 215,444 221,876 213,349 218,203

*Interest not included

TABLE 3

Total foreign debt
Balance as of December 31
(Millions of US dollars)

1. Direct debt 2,550.20 3,076.30 3,652.30 4,059.60 3,801.00 3,409.35 3,083.95

A. Deposit certificates (London) 1139.50 1,387.40 2,066.70 2,274.80 1,779.30 196222 1,471.84
B. Green bond 500.00 500.00 500.00 500.00 500.00 - -
C. Yen bond - - 222.00 227.80 230.10 24218 217.25
D. Multilateral agencies . 4.50 3.30 150 0.50

E. Private banking, eximbank “s and suppliers 1184.40 1,055.50 1,291.10 1,204.95 1,394.87

Accrued interest . 490 ) 8.50 6.40 1.66 1.70

2,554.00 3,081.20 3,658.00 4,068.10 3,807.30 3,411.01 3,085.65

nacional financiera




































































































































































































































































































































































































ANNEX C

Directory of
Regional and
Overseas Offices

nacional financiera
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Central Regional Directorate

Position

Central Regional Director

Insurgentes Sur No. 1971, Torre

4, Piso 11, Col. Guadalupe Inn,
Alcaldia Alvaro Obregon,

Ciudad de México, C.P. 01020

Eduardo Gonzalo Herrera Galicia
egherrera@nafin.gob.mx

Tel: +52 (55) 5325-6000 Ext. 6132

Northeast Regional Directorate

Position

Northeast Regional Director

Joel Macias Ortega

Abasolo 233, Esqg. con (Head of the Firm)

Jiménez Sur, Col. Centro,
Torreén, Coa h., C.P. 27000 jmacias@naﬁn.gob.mx

Tel: +52 (871) 454-1300

Northweast Regional Directorate

Position

Northweast Regional Director
Paseo de los Héroes 10289,
Piso 8, Zona Urbana Rio

Tijuana, Tijuana, B.C, fdelarosa@nafin.gob.mx
C.P. 22010

Fernando de la Rosa Medina

Tel: +52 (55) 5325 6000 Ext. 1412




ANNUAL REPORT 2021

Western Regional Director
Av. Rubén Dario 1109,
Int. 5-A, Col. Providencia,
Guadalajara, Jal,,
C.P. 44620

Martin Maisterra Vaca
mmaisterra@nafin.gob.mx

Tel: +52 (333) 648-5501 and 02

South Regional Director
Luxus Altabrisa, Piso 7;
Calle 20 No. 235, oficina 714,
Col. Altabrisa,
Mérida, Yucatan, C.P. 97130

Adrian Plata Monroy
aplata@nafin.gob.mx

Tel: +52 (999) 948-4878, 83 and 84

nacional financiera

General Manager
Martha Susana Berruecos Garcia Travesi

London Branch Sberruecos@nafin.co.uk

19" Floor, Tel: 0044(0)20-3867-9776
100 Bishopsgate,
London EC2M 1GT Calling from Mexico City:

55-5351-8361/ 55-5351-8349

Calling from New York City, N.Y.:
646-843-6057 / 646-861-7870
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