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INSTITUTIONAL

n
MESSAGE

n 2023, the world's economic growth was characterized by marked heteroge-

neity across countries and sectors as a result of uncertainty linked to restrictive

financial conditions to keep the inflation expectations anchored. However, in

accrued fashion, economic activity showed resiliency against the scenarios of

financial stress observed early in the year, the evolution of the Ukraine-Russia

war, and the reactivation of geopolitical tension in the Middle East during the
second semester.

Regarding industrial activity, the Purchasing Managers' Index (PMI) of the
Manufacturing Sector globally reached 49.0 points at the close of December, under
its growth trend (>50 points). Moreover, world trade markers suggest its continued
expansion during the first nine months of the year, and a downward trend at the
close of December as a result of lower global demand.

Moreover, the domestic economic activity continued on a stable and resilient
growth path, which implied that, by the end of 2023, the Gross Domestic Product
(GDP) had increased by 3.2% annually. The economic activity performance was the
result of a stronger internal market, favorable conditions abroad, mainly from
the U.S. Economy, and the positive effects associated with the relocation process of
supply chains known as nearshoring.

In this scenario, in 2023 Nacional Financiera carried out many programs and
projects to make its mission to support Mexican entrepreneurs possible, inalignment
with their targets and goals, and strategic management and support programs.

In this context, we emphasize that the balance of the Credit and Guarantees
portfolio for the private sector amounted to 409,725 million pesos: 181,997 million
pesos (44.4%) for the guarantees program, 183,098 million pesos (44.7%) for
traditional credit, and 44,630 million pesos (10.9%) for productive chains. Regarding
the credit granted to the public and private sectors, there was a nominal increase of
3.3% in 2023 vs 2022, with a total balance of 482,165 million pesos.

' For the purposes of this report, Nacional Financiera, SN.C,, I.B.D., also goes by
the names of Nacional Financiera, Nafin, the Institution or the Bank.
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Addressing its mission to support our country's smallest companies, 99.7% of the
credits and guarantees granted to the private sector was aimed to micro- (93.5%),
small- (5.7%) and medium- (0.5%) sized companies.

On the other hand, Nafin continued to structure and provide financing to long-
term strategic investment projects, particularly those aimed at the sustainable
use of natural resources and energy savings, which promoted the creation of jobs
and value chains, reaching a balance of 45,937 million pesos in this portfolio, at
the close of FY2023.

To summarize, the balance of credits and guarantees granted to the public
sector, including first-tier contingent credit lines, grew to 410,038 million pesos,
6.9% up from the balance recorded in 2022. The total of this support together with
the venture capital contributions made through the Fund of Funds, amounted to
461,957 million pesos.

It is worth mentioning that to meet the challenges that arose during 2023, the
Institution continued to strengthen its management through a solid corporate
governance for decision making on institutional direction, by operating a quality
management system certified in the international standard ISO 9001:2015 that
reinforce the control of all the Institution's processes and a solid accountability
system that allows a clear vision of the use of public resources and their relationship
with the achievement of institutional objectives.

All the foregoing has enabled to effectively support the MSME entrepreneurs
who, as a whole, are an essential component of the Mexican economic fabric.

nacional financiera
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1.1 GLOBAL ECONOMY

he world's economy showed

I signs of a downturn at year-
end. Consumption registered

a slower pace, albeit gradual, which
has been supported by tight labor
markets, causing inflation trajectories
in the world to slowly converge to their
targets, which would be consistent with
the recent discourse of central banks
in advanced economies regarding a
“transitory” restrictive monetary policy,
with the expectation of lower rates by
mid-2024. Moreover, risks that could
affect growth and inflation persist, such
as geopolitical (mainly in the Middle
East) and economic conflicts between
large nations, political-electoral cycles,
and weather events with effects on
cropsand urbaninfrastructure. Recently,
the International Monetary Fund (IMF)
estimated in their updated World

O-‘ ECONOMIC ENVIRONMENT

Economy Outlook (WEO) of January
2024 a global economic growth of 3.1%
for 2023 vs 3.5% in 2022.

By country grouping, that organiza-
tion estimated that in 2023, advanced
economies grew by 1.6% while
emerging and developing economies
grew by 4.1%, vs 2.6% and 4.1% in 2022,
respectively. Within the G-7 group, the
United States grew by 2.5% (vs 1.9% pre-
viously), while Europe grew by 0.5% (vs
3.4% in 2022). Regarding developing
economies, China grew by 5.2%, vs 3.0%
in 2022; and India grew by 6.7% vs 7.2%
the prior year.

The IMF informed that the balance of
risks to growth is better balanced,
highlighting: i) increases in commod-
ity prices due to geopolitical and me-
teorological shocks (considering the
risk of intensification of the conflict in
Gaza and Israel and the attacks in the
Red Sea), ii) persistence of underlying
inflation, iii) weak growth in China,
and iv) destabilization caused by fis-
cal consolidation.

On the other hand, the job markets
remained limited, mostly in advanced
economies. The unemployment rates in
many countries remained relatively low.
In the United States, the unemployment
rate was 3.7% in December, up
from 35% in 2022. In the Eurozone,
unemployment went from 6.7% in
2022 to 6.4% in November 2023 in
Japan, unemployment reached 2.3%,
the same as 2022, and in the United
Kingdom, unemployment reached 4.2%
in November, after closing the previous
year in 3.7%.

Although inflation is trending
downwards, their level remains above
the targets of many central banks. The
annual inflation in the United States,
as measured by Consumer Price Index
(CPI) published by the Bureau of Labor
Statistics (BLS), closed the year at 3.4%
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Vs 6.5% in 2022, while core inflation, that
is, inflation discounting food and energy
prices, went from 5.7% to 3.9% (the lowest
since May of 2021). On the other hand,
inflation measured by implicit price index
in Personal Consumption Expenditures
(PCE), which is the target of the Federal
Reserve System (Fed) at 2.0%, reached
2.6%, down from 5.4% in 2022.

As for other regions, inflation in Japan
went from 4.0% to 2.6%; in the Eurozone
from 9.2% to 2.9%; in the United
Kingdom from 10.5% to 4.0%; and in
Canada from 6.3% to 3.4%. In emerging
economies, prices also decelerated,
although in some cases with a slight
rebound, inflation in Brazil went from
5.8% to 4.6% (when in June it reached
a low for the year of 32%): in Chile,
from 12.8% to 3.9%: in Peru, from 8.5%
to 3.2%; in China, from 1.8% to -0.3%
(adding three consecutive months of
deflation); in Russia, from 11.9% to 7.4%

(when it reached a low of 2.3% in April);
in India, it remained at 5.7% (although it
had registered a low of 4.3% in May): in
Colombia, from 13.1% to 9.3%; in South
Africa, from 7.2% to 5.1%; in Poland, from
16.6% to 6.2%, and in South Korea, from
5.0% to 3.2% (after a low of 2.4% in July).

In the face of a divergent deflationary
process across countries and regions,
the application of the monetary policy
has been heterogeneous. Some central
banks declared the end of the upward
cycle, while others have started the
process of “lifting monetary restrictions.”
Specifically, the Fed, in their December
meeting, kept the range of its federal
funds rate between 5.25% and 5.50%.
The Fed President, Jerome Powell, in
a cautious tone, stated that the rate
“is at or close to the terminal level”
and explained that subsequently the
next discussion will be about the right
moment to reduce the rate.

Monetary Policy Rates at the close of 2023

Country / Region

Rate level at

Variation with respect

December 2023 to close 2022 (bp)

United States 550% 100
Eurozone 4.50% 200
United Kingdom 5.25% 175
Japan -0.10% No change
Canada 5.00% 75
Australia 4.35% 125
New Zealand 550% 125
Mexico 11.25% 75
Brazil 11.75% -200
Chile 8.25% -300
Peru 6.75% -75
India 6.50% 25
Turkey 42.50% 3,350
Russia 16.00% 850
Nigeria 18.75% 225
Indonesia 6.00% 50
South Africa 8.25% 125
Poland 5.75% -100
South Korea 3.50% 25

Source: Bloomberg

ANNUAL REPORT 2023
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1.2 MEXICAN ECONOMY

he preliminary figures for the
I fourth quarter of 2023 showed
that GDP increased by 0.1% vs the
previous quarter, and considering the
seasonal adjustment (s.a.), it signaled
an annual increase of 2.4% (original se-
ries, 0.s.). Thus, the economy grew by
3.0% vs 3.9% in 2022.

The production in the primary sector
declined by -1.1%s.a., while the secondary
sector did remain unchanged (0.0%),
and the tertiary sector grew by 0.1%,
reflecting a downturn at years-end.

From January to November, industri-
al activities grew at an annual average
of 3.8%: Mining by 1.8%, construction by
15.6%, and manufacturing activities by
1.3%. Most activities showed a moder-
ate growth.

Demand, on the other hand, showed
a good pace. As of October, invest-
ment increased at an annual average of
20.3%: 20.5% in machinery and equip-
ment investments and 20.6% in con-
struction. Annual consumption grew
by 4.1% from January-October of 2023.
Exports grew moderately for the year,
possibly explained by the downturn in
external demand, specifically the Chi-
nese economy, with an annual average
rate of 3.5%, while imports declined by
-0.04%, consistent with the slower pace
of internal consumption.

The unemployment rate closed the
year at 2.6% vs 2.8% at the closing of
2022. On the other hand, the number
of workers insured by Mexican Social
Security Institute (IMSS, in Spanish),
including permanent and temporary
urban workers, reached 21,766,961,
that is, an annual growth of 3.1% that
signaled the creation of 661,631 jobs.
The compensations measured by Daily
Salary Associated with Workers Insured
by IMSS as of December increased by

10.5% annually in nominal terms (the
lowest since February 2022), while
their actual ex-ante variation (that is,
compared to the inflation expectation
for 12 months) did so by 6.3%.

Family remittances sent from abroad
continued to be an important factor for
the Mexican economy, although interms
of pesos, they have been impacted
by the exchange rate and inflation.
As of November, they reached a new
maximum historic record of 57,796
million dollars, an increase of 8.7% vs
2022. In Mexican pesos, remittances
amounted to 1,025,604 million pesos,
a decline of -4.3% vs 2022 in nominal
terms, and of -9.3% in actual terms.

The annual general inflation kept
decelerating during the year. After
closing 2022 at 7.8%, the general annual
inflation sat at 4.7%, the highest since
July 2023; although the slight upturn
observed at year-close was connected
to services prices and some pressure
from the non-underlying component.

Underlying inflation wentfrom 8.3%in
2022 to 5.1% annually in 2023, its lowest
level since September 2021; its behavior
reflected a slower pace in goods and
services, although it has been more
gradual in the latter subcomponent,
given its possible relation to resilient
household demand and the increase in
real wages.

After the rate closed at 10.50% in 2022,
the Bank of Mexico (Banxico, in Spanish)
continued the upward cycle in the
monetary policy rate in the year's first
quarter and kept it at a rate of 11.25%
for the remaining meetings on the year.
In their last decision, the central bank
continued a cautious tone and insisted
on a discourse of “keeping the reference
rate atits current level for a time” in the
face of a complicated outlook.

n
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OZ PROMOTION

2.1 PROMOTION PROGRAM

Il credit and guaranties grant-
Aed as of December 2023 totaled

482,273 million pesos, an increase
of 1.0% vs the same period last year.

2.2 PROGRAM OF CREDIT
AND GUARANTIES FOR
THE PRIVATE SECTOR

he variety of products offered
I by the Institution through its
Productive Chains, Traditional
Discount, Micro-business financing
and Equipment programs, and its own
Guaranties Scheme and the credit
guaranteed by the latter, made it pos-
sible to funnel resources to the private
sector for 482,165 million pesos.
Through the second tier, the Pro-
ductive Chains participated by issuing
credit for 177,981 million pesos, while
Micro-business and Equipment con-
tributed with 49,053 million pesos and
Traditional Discount contributed with
89,861 million pesos.

2.3 PRODUCTIVE CHAINS
PROGRAM

rom January to December 2023,
Fthrough the Productive Chains

Program, 271,585 million pesos
have been distributed, producing a bal-
ance of 49,973 million pesos as of De-
cember 31.

In the government sector, in this
program, 250,000 documents were
processed, which made possible to
support 4,211 suppliers that applied for
the benefit of early payment through
financial factoring, in the amount of
116,352 million pesos.

In the private sector, 2.5 million doc-
uments were processed, which made
possible to support 13,455 suppliers
that applied for the benefit of early pay-
ment through financial factoring, in the
amount of 155,234 million pesos.

From January to December 2023, the
main indicators of the Program were as
follows:

- Through PRODUCTIVE CHAINS,

17,666

SUPPLIERS

got financing through early payment of
their accounts receivable. Said suppliers
are from the industrial, commerce, and
services sectors, and are distributed
across the 32 federal states

of the SUPPORTED .

O 5% ]

The distribution to the
private sector accounts for

57% S&aenes

mainly driven by the industrial
and commercial sectors

=

I we

43%5TETS & 4oy

corresponds to the public sector,
mainly in the energy and food sectors

The industrial and commercial
sectors have undergone a major
recovery after the pandemic

12
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Summary Chart of Productive Chains

Balance Apportionment
Sectors December 2023 Jan-Dec 2023
(million pesos) (million pesos)
Private sector 31,325 155,234
Federal Government 18,624 116,016
State and Municipal >z 226
Governments
Total 49,973 271,585
2.4 SECTOR-BASED PROGRAMS 2023 results of the Impulso Nafin+Estados Program
acional Financiera offers pro-
P State Credits olall o

grams to service micro, small
and medium-sized enterprises

(million pesos)

(MSMESs) of sectors or economic ac- Nuevo Ledn 1,586 4,043
tivities with a history of limited access Guanajuato 755 1595
Fo fmanqng, and programs to promot'e Edomex c6] 1238
job creation and help serve strategic _
or priority sectors. At the close of 2023, Aguascalientes 595 1191
10,759 credits have been granted, in the Jalisco 419 1,036
amount of 19,251 million pesos;? these Tamaulipas 260 568
programs h.av.e a guaranteeq balance ~acatecas o 512
of 22,144 million pesos. Per line of ac-
tion, the main results were as follows: Morelos 223 488
Michoacan 182 376
I. REGIONAL DEVELOPMENT. 7,01 Veracruz 181 262
credits in the amount of 15,104 million Querétaro 137 35
pesos were granted, mainly to:
Sinaloa 309 336
Impulso Nafin+Estados [Nafin+States Chihuahua 142 329
Incentive program] (formerly the Baja California Sur 154 319
Impulso para el Desarrpllo Indus- Hidalgo 136 30
trial y Regional [Industrial and Re-
gional Development Promotion] Campeche 130 282
program): to promote the devel- Chiapas 16 259
opment of regional economies by Sonora 141 243
famh;atmg access tp fmanc.mg 'for Colima 159 543
Mexican MSMEs, in coordination
with state governments. DUrENGE L1 214
San Luis Potosi 81 193
6 9 7 7 Oaxaca 99 188
’ Yucatan 57 121
CREDITS :
were granted in the amount CeElnUlE) 76 &l
of 15,057 million pesos Tlaxcala 49 79
Guerrero 71 69
Quintana Roo 16 28
Total 6,977 15,056

2 This global result includes all the sector-based
portfolio. The schemes mentioned represent the
highest investments, but do not account for the
complete portfolio.

13
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Municipal MSME Financing in
Hermosillo Sonora: to support
the development of specific proj-
ects that interest the Municipal
Government, mainly those that
aim to promote sustainable eco-
nomic growth and the creation
of regular jobs, by facilitating
micro and small businesses of
commerce and services sectors
to gain access to credit.

24

CREDITS
were granted in the amount
of 31 million pesos

Credisuministros Nafin+Empresas
[Credit for suppliers’ program]:
this program promotes the de-
velopment of value chains of the
private sector and is based on
sharing the risk in order to facil-
itate access to credit to MSMEs
that supply and distribute prod-
ucts to big businesses, thus pro-
moting production chains.

10

CREDITS
were granted in the amount
of 16 million pesos

The Eficiencia Energética Eco Crédito Empresarial
[Eco-Business Credit for Energy Efficiency] Program
in its “massive” mode gives financing to micro and
small companies for the acquisition and/or replace-
ment with power-efficient equipment, and the use of

renewable sources.

CREDITS
were granted in the amount
of 151 million pesos

The Eco Crédito Sustentable [Sustainable Eco
Credit] Program was developed in 2023 with the
aim of financing comprehensive projects for small
and medium enterprises (SMEs) which, upon an en-
ergy study, must purchase highly efficient technolo-
gies and/or replace inefficient equipment, to save on
power consumption. This program will start opera-
tions in 2024.

ANNUAL REPORT 2023

I1l. SUSTAINABLE FINANCING. 635 credits were granted in
the amount of 151 million pesos.

Garantia Preferente [Preferential Guaranty] is a
program to promote the economic development
of the country's regions through financial brokers,
to promote favorable conditions according to the
context of the current market, in the regions with
the greatest financing needs, with emphasis in the
south-southeast region.

IV. FINANCIAL INCLUSION. 631 credits were granted in the
amount of 1,202 million pesos.

Il. TRANSPORTATION MODERNIZATION.
124 credits were granted in the amount 631

of 320 million pesos.

In this area a most important
program is Micro and Small
Transportation Enterprise, which
promotes the modernization of
cargo, passenger, and tourism
federal transportation with fleets
no larger than 30 units.

118

CREDITS
were granted in the amount
of 319 million pesos

CREDITS
were granted in the amount
of 1,202 million pesos

The Mujeres Industria [Women Industry] Program
was developed in 2023 and is a scheme that aims to
service female entrepreneurs or women led MSMEs
from the industrial sector, that pass a diagnostic
test and training provided by Nafin. The foregoing
aims to strengthen financial decision-making
through non-financial services and, if necessary, to
provide financing to promote the participation and
empowerment of women in the economic sphere.
This program will start operations in 2024.

14
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V. REACTIVACION 21 [REACTIVATION 211 PROGRAM. 234
credits were granted in the amount of 923 million pesos.

Financing to contracts of direct and indirect suppliers
of the Federal Government: program aimed to
finance the MSMEs that directly or indirectly supply
the Federal Government, specifically those connected
to the following works: Tren Maya railroad, “Dos
Bocas” oil refinery, Felipe Angeles International
Airport, the Interoceanic Corridor of the Tehuantepec
[sthmus, and the Interurban Mexico-Toluca Railroad,
and also direct and indirect suppliers of the Petréleos
Mexicanos oil company (Pemex, in Spanish), and the
Federal Electricity Commission (CFE, in Spanish) and
their subsidiaries.

234

CREDITS
were granted for 923 million pesos

VI. TRAJES A LA MEDIDA [TAILOR-MADE SOLUTIONS]. 2,116
credits were granted in the amount of 1,546 million pesos.
This is a servicing strategy by which Nafin seeks a greater
penetration in the market, by sharing the risk with financial
intermediaries in new sectors or areas where they have am-
ple experience.

BBVA Digital Financing: a scheme that aims to
service micro and small enterprises with credit for
up to 300,000 pesos through the digital platform,
so they can access financing on a timely, quick, and

- 276

CREDITS
were granted in the amount
of 1,546 million pesos

The Financiamiento Multisectorial Banorte [Banorte's
Multisectorial Financing] was developed during 2023
and is a scheme that aims to service MSMEs with
credit for up to seven (7) million pesos, in accordance
with any of the following eligibility criteria: 1) belong
to the medical/pharmaceutical sector and their value
chain, 2) have any energy efficiency project, 3) that
the company is managed by women. This program
will start operations in 2024.

2.5 ALTERNATIVE CHANNELS

his area provides advice to MSMEs
I and entrepreneurs through the
Customer Service Center and
the External Promoters Network on
the process of enrollment of suppliers
to the Productive Chains Program
and on the procedures to obtain fi-
nancing. Likewise, it provides training,
technical support, and specialized ad-
vice to First-Order Companies (EPO, in
Spanish) and Financial Intermediaries
(IF, in Spanish). Moreover, it develops
the entrepreneurship capital market
through investment in innovative and
high-impact projects through invest-
ment funds.

2.6 INCORPORATION
AND ADVICE TO
PRODUCTIVE CHAINS

his activity generates and im-

I plements strategies on advice

and affiliation to the factor-

ing programs in Productive Chains,

jointly with the clients of the Alterna-

tive Channels Directorate, through as-

sorted means such as telephone cam-

paigns through the Customer Service

Center, e-mails, events, and information
desks, among others.

At the close of 2023, the main results are
as follows:
Affiliation of 2,567 new suppliers

to the Productive Chains Program.

89% of the listed suppliers recorded
operations.

15
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Likewise, hiring and managing the Cus-
tomer Service Center is within the scope
of their responsibilities. The main results
at the close of 2023 are as follows:

118,743 phone calls were serviced,
93% of which corresponds to users
of the Productive Chains Program.

The Productive Chains suppliers
carried out discounts of their bills
via telephone for 17,622 million
pesos, which accounts for 7% of
the total operated in the Program.

2.7 MANAGEMENT OF ELECTRONIC PRODUCTS

ia the administration of the Documentation Man-
Vagement and Nafinet platforms, training, specialized
advice, and technical support is provided to IFs, EPOs,
and internal areas, including the documentary review of the

enrollment records of the Productive Chains and Business
Financing programs.

Some of the volumes of the platforms include the following:

Oversight and monitoring of over 10,903
daily operations on average (Chains and
Credit at fixed and variable rates, and Mi-
croloans) with daily average amounts over
1,350 million pesos.

Servicing and support to more than 73
banking and non-banking financial inter-
mediaries for credit operations and queries.

& W®

Funds dispersal to MSMEs and financial
intermediaries on a monthly average of
856 million pesos on account of the EPOs,
through the Productive Chains.

]

(@)
o
[©]

Implementation of 14 productive chains
and the reactivation of three.

Documentary review of 3,938 business fi-
nancing and factoring files.

)
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2.8 VENTURE CAPITAL

his program promotes direct or in-
direct investment projects through

investment funds and consists of

These programs are managed and operated through the
participation of representatives of the Venture Capital Trust
in the boards of directors and shareholder's meetings of the
companies, fund investment committees, and monitoring
meetings with contributing organizations.

five programs: These are the main results as of December 31, 2023:

Conacyt-Nafin Entrepreneurial Fund
(National Council on Science and
Technology - Nacional Financiera).

Seed Capital Joint Investment Fund.

Program for the Development of
the Ecosystem of Entrepreneur
Capital Inadem-Nafin (National
Institute of the Entrepreneur -
Nacional Financiera).

Entrepreneur Capital Funds
Account Program.

Patenting Support Program IMPI-
Fumec-Nafin (Mexican Institute of
Industrial Property- United States
Mexico Foundation for Science -
Nacional Financiera).

Seed Capital Joint Investment Fund. 8.40 million
pesos were invested through investment funds. The
portfoliowascleaned up through the orderly liquidation
of a live company and a distribution through funds
in the amount of 1.37 million pesos. Concerning the
formal exit in 2022, payments are still being made and
to date 2.27 million pesos have been recovered.

Development of the Ecosystem of Entrepreneur
Capital Inadem-Nafin. 30.15 million pesos have been
placed through investment funds. Disinvestments
in the amount of 27.02 million pesos were made,
including opting out of three funds (for operations
in United States dollars (USD), the exchange rate on
the day of the disinvestment is considered).

Entrepreneur Capital Funds Account (Mexico Ventures).
Investments in the amount of 617.16 thousand USD
(equivalent to 10.44 million pesos at the exchange

rate on December 31,2023:16.9190). The divestments
in these funds have amounted to 1.13 million dollars
(equivalent to 19.11 million pesos at the exchange
rate on December 31, 2023: 16.9190).

There were no updates from the remaining programs.

2.9 PRIVATE SECTOR CREDIT
PORTFOLIO BALANCES

t the close of Decemlber 2023, the total balance of the
Aprivate sector credit portfolio, including guaranteed

credits, amounted to 409,725 million pesos, an
increase of 34,909 million pesos (9.3%) vs the same period
last year. Of thisamount, the Securities Program contributed
with 44%, traditional credit contributed with 45%, and
Productive Chains contributed the remaining 11%.
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3.1 INSTITUTIONAL
PROMOTION NETWORK

he Institutional Promotion Unit,
through its regional directorates,
is the main outreach channel
of Nacional Financiera with business
owners and governments of the
32 federal states. Its on-site 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.
During 2023, through the promotion
actions of this unit and in cooperation
with other business units, 482,165
million pesos were placed through
credits and guaranties.

Amount placed by the Regional
Directorate in 2023

- Placement
Regional -
(million pesos)

Center 263,357
Northeast 86,101
West 70,325
South 43578
Northwest 18,803

482,164

INSTITUTIONAL
PROMOTION

ANNUAL REPORT 2023

SECTOR-BASED PROGRAMS WITH STATE CONTRIBUTIONS

The Sector-Based Programs with State Contributions are an
essential tool for economic development through support
to the SMEs of the strategic sectors as determined by the

state governments.

From January to December 2023, the Institutional Promo-
tion Unit recorded operations of 15,057 million pesos on this
area. In the reported period, only the Impulso Nafin+Estados
Program remained active and recorded operations in 27 out

of all 32 federal states.

Sector-Based Programs with State Contributions

Operating during 2023

No. State
1 Nuevo Ledn
2 Guanajuato
3 Edomex
4 Aguascalientes
5 Jalisco
6 Tamaulipas
7 Zacatecas
8 Morelos
9 Michoacan
10 Veracruz
1 Querétaro
12 Sinaloa
13 Chihuahua
14 Baja California Sur
15 Hidalgo
16 Campeche
17 Chiapas
18 Sonora
19 Colima
20 Durango
21 San Luis Potosi
22 Oaxaca
23 Yucatan
24 Coahuila
25 Tlaxcala
26 Guerrero
27 Quintana Roo

Total

Operation
(million pesos)

4,043
1595
1,238

1191
1,036
568
512
488
376
362
351
336
329
319
312
282
259
243
243
214
193
188
121
81
79
69
28
15,056
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PUBLIC PRODUCTIVE CHAINS
WITH STATE AND MUNICIPAL
GOVERNMENTS AND NATIONAL
PORTS SYSTEM ADMINISTRATIONS

The public chains program has a
double role in economic development.
On the one hand, it is a transparency
and accountability tool; on the other, it
supports the government'’s suppliers.

From January to December 2023,
two productive chains from state gov-
ernments and one from municipal
governments were in operation, for 336
and 18 million pesos, respectively.

Active productive chains of state
governments during 2023

Operation
No. States (million pesos)
1 Baja California Sur 170
2 Zacatecas 166
Total 336
The intention is that other government agencies operate
this instrument, besides the chains of state and municipal
Active productive chains of municipal government and other public institutions.
governments during 2023 Thanks to the promotional work, during 2023 five National

Port System Administrations (Asiponas, in Spanish)
operated Productive Chains for 1,108 million pesos in three
of the country’'s states.

Operation

No. Municipality (million pesos)

1 Zamora, Michoacan 18 ) ) ) ) )
Municipality Productive Chains of Asiponas Operating in 2023
Total 18 R
No. Municipality (_)peratlon
(million pesos)
Veracruz
1 Administracion del Sistema Portuario 777

Nacional Veracruz, S.A. de C.V.

2 Administracion Portuaria Integral 8
de Tuxpan, S.A.de CV.

Colima

3 Admlmstra'clon Portuaria Integral 278
de Manzanillo, S.A. de C\V.
Sinaloa

4 Administracion del Sistema Portuario 30
Nacional Mazatlan, S.A. de C\V.

5 Administracion Portuaria Integral 15
de Topolobampo, S.A.de CV.

Total 1,108
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ADVISORY COUNCILS

Nacional Financiera has a National
Network of Advisory Councils formed
by 32 work groups, one per federal
state. Every council is comprised of:

Business owners from
strategic sectors and regional
occupations.

The economic development
state secretaries.

Deans from higher education
institutions.

Directors of research centers.

Their mission is being a forum to gen-
erate synergies between the public
and private sectors to promote the
Mexican micro, small, medium, and
large enterprises, through financing,
technical assistance, and business
training. This mission is always in line
with the occupations and specific fi-
nancing needs of each state, and with
the strategy of Nacional Financiera to
promote economic development.

Each work group individually can
meet four times per year (quarterly)
in ordinary meetings that are held in
their respective state. Further, regional
meetings, of council chairs, and a
national meeting can also be held.

Regional Directorates

Regional Directorates are in direct
communication with the Advisory
Councils. They also organize the
ordinary meetings and maintain a
permanent contact with the board
members to monitor and perform any
resolutions they make.

Center
® Northeast
@ Northwest
West
@ South

y
&

In 2023, 90 regular meetings were
held in the 32 federal states, and 10
additional special meetings. In the
reported period, 359 resolutions came
out from the state work groups.

Of the aforementioned meetings, 19
were held in the contexts of work tours of
the senior management of the Institution
to the following states: Querétaro,
Durango, Tamaulipas, Yucatan, Sinaloa,
Chihuahua (2), San Luis Potosi, Colima,
Jalisco (2), Michoacan, Sonora, Oaxaca,
Veracruz, Baja California, Tamaulipas,
Coahuila, and Hidalgo.

It is worth mentioning that four
meetings were held with the governors
of Durango, Hidalgo, Sonora, and
Oaxaca, respectively.

20



ANNUAL REPORT 2023

@ nacional financiera

PROMOTION ACTIVITIES

One of the most relevant functions of
the Institutional Promotion Unit is car-
rying out nationwide promotion activi-
ties. Those activities consist in offering
financing products and services, tech-
nical assistance, and business training
to SMEs, to promote regional and state
occupations through their integration
to value chains.

112 promotion activities were carried
out in the federal states from January
to December of 2023, including the or-
ganization of and participation in credit
fairs, forums, expos, seminars, sympo-
siums, and workshops.

Promotion activities carried out
in the federal states from January
to December of 2023

Region No. of activities
Center 18
Northeast 19
Northwest 24
West 26
South 25
Total 12

At the central level, the Introduction of
new financial products for 2023 by the
General Director was held on February
15, with the Secretary of Finance and
Public Credit, the President of the Mexi-
can Banking Association (ABM, in Span-
ish), and business organizations, asso-
ciations and groups specialized in the
main economic activities of the country
in attendance. Thisevent helped to sup-
port the promotional work of the new
financing programs of the Institution
and the Federal Government, that fo-
cus on business development and the
integration of the Mexican MSMEs to
the entrepreneurial value chains, at na-
tional and regional levels.

3.2 BUSINESS TRAINING AND TECHNICAL
ASSISTANCE PROGRAM

nancial instrument of the Federal Government to support

entrepreneurs with financial services and training.

The mission of the Directorate of Business Development
and Technical Assistance (DDEAT, in Spanish) is to support
Mexico's MSMEs entrepreneurs with programs of courses
and workshops, and technical assistance according to the
different market segments and institutional targets, to help
them raise their level of professionalism with the goal of en-
hancing their productivity and staying power in the market.

The general objective of the DDEAT is mainly to encourage
businesspeople, entrepreneurs, and non-banking financial
intermediaries (IFNB, in Spanish) in Mexico to be competitive,
productive, and create value, through the following actions:

I nitsrole as a development bank, Nacional Financiera is a fi-

Design of practical contents and programs aligned
with their needs.

Optimization of resources allocated to technical
assistance and training for the benefit of MSMEs
in coordination with other public and private
organizations (such as governments, municipalities,
secretariats, chamlbers and business associations, and
business areas of Nafin), to achieve a greater impact
on the business sector and their connection with
financing, and contribute to the permanence of the
companies, and, thus, maintaining and creating jobs.

Being the main ally of MSMEs and the family
businesses to address their needs for training,
technical assistance, and financing according to
Nafin's programs, and improve the management,
production, and marketing abilities of businesses.

BUSINESS TRAINING

Based on the strategy of Nafin's Senior Management and
aligned with the institutional program, the DDEAT decided
to continue its work of training Mexican entrepreneurs,
businesspeople, and IFNB for the 2018-2024 period.

Itisworth noting that as of May of this fiscal year, the DDEAT,
in tune with the strategy of Nafin's Senior Management,
reordered and repackaged the training offer aimed at
individuals, entrepreneurs, and MSMEs businesspeople in
five segments.
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I. Inclusion and financial education.

Il. Promotion and creation of new businesses.

Ill. Strengthening and consolidation of companies.
IV. Gender perspective.

V. The IFNBs

The above fourth and fifth segments were added in fiscal

year 2023.

TARGETS AND RESULTS

As of July 2023, the Strategic Planning Directorate asked that the advances of the
Objectives and Key Results (OKR) be reported; thus, from January to December
2023, the DDEAT recorded the following results.

Unit: Institutional Promotion Unit

Period: Fourth quarter

Year: 2023

Directorate of Business Development and Technical Assistance

KEY ANNUAL
OBIJECTIVE

KEY RESULT 1

INDICATOR 1

INDICATOR 2

INDICATOR 3

KEY RESULT 2

INDICATOR 1

INDICATOR 2

INDICATOR 3

To provide training and technical assistance to
national level entrepreneurs and business owners

Promotion of online and in-person training
for entrepreneurs and business owners

Number of users accessing QUARTERLY GOAL
to the training services PROGRESS
Number of registered attendees QUARTERLY GOAL
to the training sessions PROGRESS
Satisfaction level with QUARTERLY GOAL
the training services PROGRESS

Promotion of technical assistance through
diagnosis and of work/business plans creation,
as well as of advisory services for business owners

Number of users accessing to QUARTERLY GOAL
the technical assistance services PROGRESS
Number of registered . QUARTERLY GOAL
attendees to the technical

assistance sessions PROGRESS
Satisfaction level with the QUARTERLY GOAL
technical assistance services PROGRESS

1°

1,455
3,761

5456
9,205

94.0%
97.0%

1°

155
288

1,082
333

94.0%
99.9%

ANNUAL REPORT 2023
QUARTER ANNUAL
GOAL
20 30 40
5818 10182 16,000
16,000
N975 23228 29132
21823 38189 60012
60,012
29560 64865 88416
940%  940%  94.0%
94.0%
965%  970%  97.2%
20 30 40
618 1082 1700
1,700
494 1289 1668
4327 7573 1900
11,900
3612 8267 12435
940%  940%  94.0%
94.0%
999% 1000%  997%
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Likewise, the following actions are noted:

1 We have worked in coordination with consulting
firms nationwide to provide training services in
classroom format, live webinar training, and online
training (platform).

2 The DDEAT prepared the annual scheduling of the
national course calendar, which can be visited for
enrollment at any time at www.nafin.com, in the
“Capacitacion y Asistencia Técnica” [Training and
Technical Assistance] section.

3 For the scheduling of the national calendar, the
DDEAT considered up to four daily courses for the
different market segments, plus a Saturday schedule.

4  Mailing campaigns have been carried out to invite
users to the training programs.

5 Custom programs for binding sectors and organiza-
tions were prepared.

6 There was intensive promotion across organizations.

TECHNICAL ASSISTANCE

Nacional Financiera seeks to provide technical assistance to
companies in formation and consolidation linked to priority
projects of the Federal Government as well as to strategic
state sectors, with the objective of generating profitable and
efficient business models based on the best business prac-
tices with a focus on access to financing, to promote regional
economic development and value chains.

At the close of 2023, the number of users that had access
to the technical assistance service was 98% against the goal;
likewise, the advance in the number of recorded attendance
to technical assistance sessions was 104% against the goal.

ANNUAL REPORT 2023

Preferably designed for companies with
more than two years of creation and
more than five employees, the technical
assistance services offer the following
topics, according to the company profile:

1 Business plan.

2 Six capacities: financial and
accounting, management, pro-
ductivity, regulatory and fiscal,
human capital development,
and promotion and sales.

3 Export procedures.
4 Corporate governance (for
companies with more than 10

employees).

5 Female leadership.

6 MujerES SME-industry [Women
SME-industry].

Business chat sessions (Teams) that
include:

1 Initial diagnosis: a two-hour “con-
sultant-entrepreneur” session.

2 Feedback and work plan: a two-
hour “consultant-entrepreneur”
session.

3 Technical assistance: six two-
hour sessions with specialist
consultants for the priority areas
and/or subjects to reinforce.
“Consultant-entrepreneur”.

4 Regular assessment of results
per session.

5 Expert consultants per strategic
area of the company.

6 Channeling to access financing.

Resulting from the program, 1688 users
were enrolled and assisted to 12,435
assistance sessions distributed across
three classes.
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4_ CORPORATE BANKING

acional Financiera, through the
Corporate Banking Unit, in line
with the institutional objectives,
strategies, and lines of action, has fo-
cused in financing the State-Owned
Companies and their subsidiaries,
Federal Government suppliers, and
companies focused on the develop-
ment of priority and strategic projects.

With the design, structuring,and im-
plementation of Corporate Financing
and Investment Projects schemes,
the First-Tier program services the
specific needs of Mexican companies,
thus promoting their productivity and
competitiveness.

The Institution has been a pioneer in
offering “tailor made” financial prod-
ucts to support these types of projects,
which has made possible their con-
solidation via the design of financial
structures according to their business
models, with the support and institu-
tional certainty of 89 years of experience
in promoting country’'s development.

The Corporate Banking Unit has put
greater emphasis to financial supports

that contributes to regional develop-
ment based on the productive occupa-
tions of each region, by seeking oppor-
tunities that make possible to support
nearshoring efforts; focusing on the
Strategic Projects and Federal Govern-
ment Suppliers pillars, and in Regional
Development and Industrial and Ser-
vices Sectors Financing; specially in the
value chains of the internal markets,
looking to increase the percentage of
national content.

At the close of 2023, the credit port-
folio balance amounts to 57,995 mil-
lion pesos in real figures, 9.6% lower
than the balance at the close of 2022 of
64,476 million pesos; however, consid-
ering the exchange rate effect, the cor-
responding variance shows a decrease
of only 2.8%.

This decrease is mainly due to the fact
that natural maturities exceeded the
number of grants made during the pe-
riod; however, for the close of the first
quarter of 2024, the formalization and
disposal of already authorized financing
has been scheduled.

w 500 5.2638

N 3446000 5.21B TR
188.736K E 16.924 1798 1w

14450 B 676331 5,155 15.26

1
o S07.38M
M T8N B0, 1870 5.048 1y 5.74
0

]
B g5y 4.8828 17 0.0
-
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4.1 STRUCTURED CORPORATE
CREDITS AND INVESTMENT
PROJECTS

N concordance with the approach of

the National Plan on Development and

Institutional Strategy, Nafin promotes
financing and investment schemes
from multiple sources to actively
contribute to the achievement of
new scopes, responsibilities, investment
requirements, and expected targets in
priority sectors. The aforementioned
focuseson the development of national
suppliers, the creation of jobs, regional
integration, and social benefits.

Structured Credits and Investment
Projects are a mechanism to grant
financing through a specific purpose
vehiclewhere businesses monetizetheir
assets’ portfolios, isolate operational
risks, and obtain higher credit ratings,
without negative effects on balances.
These products are mainly aimed to
medium and large businesses.

In 2023, these actions were carried
out to maintain and grant financing to
Mexican companies:

Prospecting and promotion of cli-
ents.

Granting of financing to strategic
projects and suppliers of the Fed-
eral Government, and direct credits
to State-Owned Companies.

Financing for the development of
infrastructure.

Management, analysis, and sup-
port to structured financing on the
current portfolio.

Payment structuring or resched-
uling of current financing affected
by internal or external issues, to en-
sure credit recovery.

Formal financing restructuring for working capital
granted to a company of the real state sector, debt refi-
nancing and general corporate purposes for up to 400
million pesos.

Formal participation of Nafin in a revolving credit line
in favor of a company of the real state sector, for work-
ing capital and general corporate purposes for up to
2,400 million pesos, where the participation of Nafin
amounts to up to 300 million pesos.

Authorization of the restructuring of financing issued
to a company of the energy sector for the construction
and commissioning of a simple cycle natural gas-fired
power plant.

Formalization of a revolving credit line for a Mexican
company of the health sector to purchase mobile
medical units for up to 320 million pesos, including
transportation and medical equipment. This will make
it possible to meet the health needs of the country's
most remote communities.

Formalization of working capital financing for up to
530 million pesos to invest in the purchase and fitting
of 55 electrical transportation units capable of trans-
porting 130 passengers, to partially replace the cur-
rent fleet of Line 4 of Mexico City's Metrobus service.

ANNUAL REPORT 2023

In this respect, the following was integrated to the credit
portfolio:
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Formalization of financing for up to 620 million dol-
lars to purchase electrical power plants, which include
combined cycle plants, cogeneration plants and a wind
farm with a total capacity of up to 8597 MW. This will
provide continuity to improvements to the energy in-
frastructure and the materialization of strategic plans.

Formalization of a simple line of credit for up to 1 mil-
lion dollars to maintain the ordinary operations of
the borrower in connection with the telecommunica-
tions project.

Authorization to restructure financing for the con-
struction, fitting, and commissioning of a hotel in
Cancun, as well as the formalization of a new financ-
ing tranche for 25 million dollars.

Authorization to restructure revolving and simple syn-
dicated loans in favor of Pemex, for up to 51.56 and
23.45 million dollars, respectively.

Renewal of the factoring line without recourse in favor
of a subsidiary company of Pemex, and extension of
its maturity to three years with an annual review for
500 million dollars.

Nafin will continue promoting the national development
through its Corporate Banking Unit, giving priority to the pro-
motional activities for the analysis and structuring of credits
that make possible to grant financing to companies with high
regional economic impact and priority sectors. Likewise, it will
continue with the timely follow-up, management, analysis, and
support of the financing in the current portfolio.

4.2 FINANCIAL ADVISORY
SERVICES

n 2023, two requests for the prepara-

tion of technical appraisal reports for

companies, in favor of entities of the
telecommunications and forestry sec-
tors were addressed.

4.3 GOVERNMENT BANKING

he management of the credits

issued to Pemex, a State-Owned

Company, with a balance of 1,282
million pesos to the close of 2023, contin-
ues. Likewise, two credit lines in support
of a state-owned company of the energy
sector were added to the portfolio, in the
amount of 12,020 million pesos.
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5.1 INTERNATIONAL FINANCIAL
INSTITUTIONS (IFI)

acional Financiera, through the
N Directorate of International Fi-

nancial Organizations (DOFI, in
Spanish), manages national and inter-
national financing for the Bank'’s pri-
ority projects, originating from capital
markets and IFls under the best terms
and conditions, to optimize the costs of
institutional raising and contribute to
the management of the balance with
medium- and long-term funding. The
Financial Agent then designs strate-
gies to promote and negotiate loans
and grants issued by IFIs for financing
the priority programs and projects of
the Federal Government. The Financial
Agent also acts as the promoter and liai-
son between Nafin and the internation-
al development community by main-
taining an active process of outreach for
the exchange of best practices.

The foregoing ensures that any com-
mitments acquired by our country and
Nafin are honored by guaranteeing
the mobilization of resources to finance
and support new ventures in innovative
sectors and areas vulnerable to climate
change on a gender equality basis to
reach the goals set in the 2030 Agenda
for Sustainable Development and the
Paris Agreement.

GREEN CLIMATE FUND (GCF)

In late 2015, The Secretariat of Finance
and Public Credit (SHCP, in Spanish),
in its capacity as Designated National
Authority, submitted the official nomi-
nation for Nacional Financiera to be ac-
credited as a Direct Access Entity to the
GCF. Nafin was in Phase | of this pro-
cess from 2016 to 2020, a period during

D INTERNATIONAL

which it collaborated with the Secre-
tary's Office of the GCF to demonstrate
its institutional capabilities and com-
pliance with the criteria set for said
fund in administrative, financial, trans-
parency, accountability, brokering, re-
sources combinations, and environ-
mental and social safeguards. In late
2020, the Secretary's Office of the GCF
informed Nafin that the Institution
had moved to Phase Il of the process,
during which, the GCF's Accreditation
Panel required additional information to
prepare their recommendation on the
Institution’s application.

In the context of the 29" meeting of
the GCF Council, held from June 28 to
July 1, 2021, the accreditation of Nacio-
nal Financiera as a Direct Access Entity
was approved, thus becoming the first
Mexican development bank to attain
this achievement. Consequently, Nafin
strengthened its position as a key player
in the promotion of sustainable financ-
ing of the Mexican financial system and
reinforced its institutional commitment
to adopt the best practices and interna-
tional standards on financing and sus-
tainable development.

With the approval of the GCF's Board,
Nafin moved to Phase Ill of the process,
which consists of the negotiation and
signature of the Accreditation Master
Agreement, for which the Institution
shall address some conditions: i) Gender
institutional policy and gender plan of
action; ii) Mechanism to address envi-
ronmental and social complaints; and
iii) Environmental and social safeguards
for second tier operations.

Work continued in 2023 to address
these shortcomings. In that respect,
the Gender Action Plan was developed
and approved, and will have a rolling im-
plementation for the next three years.
On the other hand, there was progress

ANNUAL REPORT 2023
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in the development of the guidelines
of the Mechanism to address environ-
mental and social complaints. The En-
vironmental and Social Risk Manage-
ment System for second tier operations
was approved in November of 2023
It's assessment and approval before
the GCF is being processed. Moreover,
there was work to update the Environ-
mental and Social Policy, which was
formalized by the General Director in
April 2023, Upon finishing this work to
address the shortcomings, Nafin will
be in condition of signing the Accred-
itation Master Agreement (AMA) and
have access to the GCF's concessional
resources to support innovative climate
change mitigation and adaptation proj-
ects and programs in Mexico.

In parallel, there is work on the con-
ceptual notes of two projects intended
for presentation before the GCF: i) sus-
tainable transportation and ii) energy
efficiency. With the approval of these
conceptual notes and upon signing the
AMA the projects aligned to be imple-
mented will be activated.

During the accreditation process, Na-
cional Financiera has had the support of
the Global Green Growth Institute (GGGl),
which will continue helping Nafin to ad-
dress the conditions for the signature of
the AMA strengthen its institutional ca-
pacities and prepare conceptual notes
and funding proposals to be submitted
to the GCF.

5.2 FINANCIAL AGENT

in execution consisted of seven loans and three dona-

tions for a total amount of 425.2 million dollars. Of the
seven loans, totaling 409.4 million dollars, five are from the In-
ternational Bank for Reconstruction and Development (IBRD,
original institution of World Bank); one is from the Inter-Amer-
ican Development Bank (IDB), and one is of the International
Fund for Agricultural Development (IFAD). While the three do-
nations, totaling 15.8 million dollars, come from the IBRD.

In fiscal year 2023, 11 supervision and one closure missions,
and one preparation workshop by the IFls were carried out as
follows: three supervision missions for the Energy Efficiency and
Sustainability Project for Municipalities and Hospitals, imple-
mented by the Secretariat of Energy (Sener, in Spanish); one for
the Business Strengthening in Forest Production Landscapes
Project, carried out by the National Forestry Commission
(Conafor, in Spanish); three for the Water Security and Resilien-
cy Project for the Valley of Mexico, carried out by the National
Waters Commission (Conagua, in Spanish), and two for the
Project for the Modernization of Public Financial Manage-
ment Systems in Mexico, carried out by the SHCP. Likewise,
there was one supervision mission and one closure mission,
respectively, corresponding to the Learning Program based
in Collaboration and Dialogue (ABC), under the responsibility
of the National Council of Educational Promotion (Conafe, in
Spanish). On the other hand, to prepare for new operations
there was one preparation workshop and one supervision
mission for the Balsas Basin Project: To minimize climate
vulnerabilities and emissions through sustainable means of
life, and a launch workshop, which also will be carried out by
the Conafor.

Energy, social, water, financial, environment, and climate
change were the main sectors supported by the IFls in the
stated period. Disbursements from January to December
2023 amounted to 38.57 million dollars. Likewise, an income
from commissions charged as a Financial Agent of 5 million
dollars was recorded.

c sof December 31,2023, the portfolio of Financial Agent
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5.3 IFI FINANCED PROJECTS

strategy to meet its goals of obtaining long-term re-

sources in foreign currency under the best terms and
conditions, including competitive rates, to promote sustain-
able projects in support of the priority development projects
in Mexico. Non-reimbursable financial contributions, mainly
aimed to the implementation of the programs and projects,
and to reinforce the capacity of the Institution and to properly
service the public policy targets of the Federal Government,
mainly on climate change mitigation matters, have been
used to support these funds.

At the close of December 2023, there is a portfolio of 10
loans in the amount of 1,196 million dollars contracted with
many IFls: German Development Bank (KfW), IDB, European
Investment Bank (EIB), the World Bank (WB) and the Latin
American Development Bank (CAF). Likewise, there are seven
donations in the amount of 88.4 million dollars from IDB,
KfW, and the German Society for International Cooperation
(GlZ, in German).

The IFls financing projects in operation and being nego-
tiated in the reported period are as follows:

N acional Financiera strengthened its IFI funding

OPERATING FINANCINGS

Concessional loan from KfW for 112.73 million dollars for
the Sustainable Transportation Financing Program

Since 2018, Nafin and KfW work together on the design and
implementation of a program to support Mexico in achieving
itsclimate change goalsthrough the reduction ofgreenhouse
gas emissions (GHQG) in the transportation sector, which has
the following financial components:

I.  Aconcessional loan for 112.73 million dollars by KfwW
for financing the purchase of vehicles.

Il. Non-reimbursable resources for 10 million euros
granted by the Ministry of Cooperation and
Development of the German Government (BMZ,
in German) for the Renovation Fund.

Ill. Supplementary contributions to the Renovation
Fund by the participating states.

IV. Non-reimbursable resources for 2 million euros
from the BMZ to solidify Nafin, the states, and
participating entities.

No objection was raised against the Pro-
gram’s Operations Manual (guidelines)
by KfW in October 2022, and the dis-
bursement projections of the Renewal
Fund and the supplementary measure
thereof were submitted. The granting of
the bond is subject to a 31 participation
by the states, so Nafin continues assess-
ing such participations and will work on
the collaboration agreements that shall
be formalized for implementing the
Program in the states that have stated
their interest in joining.

In October 2022, Nacional Financiera
received from KfW the first disburse-
ment of 1 million dollars, intended to
solidify both Nafin and the states and
entities participating in the Program.
These resources were funneled through
the Sustainable Nafin Fund (FSN, in
Spanish) as the first operation of recep-
tion of resources of said fund.

The Collaboration Agreement was
signed with the Secretariat of Mobility
(Semovi, in Spanish) of Mexico City on
November 17, 2022, which formalized
the contribution of 8 million pesos by
the Trust for the Promotion Fund for
Public Transportation Financing (Fifintra,
in Spanish) to the FSN to implement
the Program in Mexico City that aims
to replace obsolete vehicles with hybrid
and electrical vehicles for taxi services.
Said resources were transferred with
liquidation date of November 22, 2022.

Later, on December 13, 2022, Nafin
received from KfW the supplementa-
ry contribution to the renewal fund of
Mexico City in the FSN in the amount of
1.25 million dollars, which will be used
to grant scrapping bonds to the bene-
ficiaries of the program in Mexico City.

On April 28, 2023, the Semovi pub-
lished the guidelines of the Program
and its launch in Mexico City, with an
enrollment period for the beneficiaries
from May 2 to November 6. Moreover,
in late 2022 a consulting firm was hired
to carry out a demand study for the Eje
8 Sur, Constitucion de 1917-Mixcoac,
Line 10-Second Stage Trolley Project.
The foregoing intends to analyze the
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feasibility of extending the service of
this line by financing new trolley units
through the Program.

In addition, in Mexico City, the follow-
ing projects are being developed within
the framework of the Program:

HE[H

Buses: Financing for buses older
than10yearsin the public passenger
transportation system of two area
services in Mexico City. The Program
will start once the companies of the
concessionaires participating in the
Program have been incorporated.

Metrobus: Replacement of Metrobus
transportation system units at the
end of their useful life with electrical
units. At the close of 2023 information
is being collected to integrate the
Program, through which scrapping
bonds will be issued to replace with
electrical units.

Besides Mexico City, there is work with different states in the
following projects:

Yucatan (Mérida): Replacement of Mérida’s transpor-
tation service buses with electrical units. The Collabora-
tion Agreement was formalized on October 16, and the
resources from the state contribution of 6.06 million
pesos were transferred on November 17. The works to
set up the Vehicular Disposal Center in the state con-
tinue, so the Program may start.

Sonora (Hermosillo): Replacement of taxis with new
electrical units in Hermosillo. At the close of 2023 there
isongoing work with the state on the appropriate legal
documentation that will lead to formally implement
the Program in the months to follow.

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

The goal 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.

The Program originally had three financial components: i)
a loan for 54.3 million dollars from the IDB to build and/or
modernize and expand operation plants and transmission
lines; ii) non-reimbursable financing with contingent recovery
for 51.5 million dollars from the CTF for exploratory drilling;
and iii) a donation of 2.8 million dollars from the CTF for Non-
Reimbursable Technical Cooperation.

In February 2022, Nafin received the authorization of the
SHCP, as the guarantor of the operation, to waive the right
to fully use all the loan amounts, considering the payment of
commissions of any non-disbursed balances. In this respect,
on February 28, 2022, the IDB officially accepted the waiver
of the loan.

In 2022 the Call for Developers was published to select the
four drilling sites.

For the implementation thereof, the Program uses the non-
reimbursable amounts which will finance the well drilling
worksto prospect forgeothermicresources. Suchdrillingworks
must be carried out by a drilling company retained through
an International Public Bid (IPB). In this regard, the Work
Group of the Program, consisting of the IDB, Nafin, the Sener,
and the National Institute of Electricity and Clean Energy
(INEEL, in Spanish) as the technical expert, adjusted the bid
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requirements published in March 2023. On December of that
year, the INEEL informed that only one proposal had been
submitted in the bidding process and that it did not meet the
minimum requirements set forth in the bidding conditions.
Consequently, the process to request that the IDB raises No
Objection was started, in order to publish the decision of the
IPB that declares the bid void. After the decision is published,
the next steps to follow will be discussed with the IDB's team.

Loan from KfW for 34.02 million dollars for the Forestry
Investment Program (Proinfor, in Spanish)

At the request of SHCP, in 2018 Nafin supported the Trusts
Incorporated in Connection with Agriculture (FIRA, in
Spanish) in contracting a concessional loan from KfW for
34,02 million dollars to implement a program aiming to
solidify community forestry enterprises, since the FIRA does
not have a sovereign guarantee. Said loan was transferred to
the FIRA in the favorable conditions granted by KfW, plus the
operating and risk costs incurred by Nafin for its mediation.
This loan will be joined by a Financial Contribution of 6 million
euros to implement support measures for the Program,
under the responsibility of the FIRA.

A supervision and follow-up mission was carried out in the
last quarter of 2022 to review the progress, challenges, and
lessons learned in the implementation of the Program for the
year, and to discuss any perspectives and proposals for 2023.

During the reported period, there was work on the
amendments to legal documents by reason of the change
of rates from LIBOR to Term SOFR. With the update of said
documents, in August and September of 2023, the first
disbursements of the Program for 2.5 million dollars were
received, and the third disbursement in the amount of 2.3
million dollars was received in December.

Uncommitted line with CAF for 300 million dollars

In 2013, the CAF approved an uncommitted revolving credit
line of 300 million dollars for Nafin to finance all kinds of
operations of the Institution, including, but not limited to:
working capital, foreign trade, productive chains, financing to
sustainable projects, and other corporate purposesin general.
An updated contract was negotiated and formalized on May
2022, in line with the new model for the CAF, and including
the new Term SOFR reference rate, and the conditions
prior to the first disbursement were met. The terms for
the operations are established in each case and can never
exceed 360 natural days counting from the disbursement.

Likewise, the amount disbursed in every
operation will be amortized in the due
date of the term agreed upon for every
operation. The disbursements must be
requested in coordination with Treasury.
The disbursement of the complete line
is expected in 2024.

Loan from KfW for 112.73 million
dollars for the MSMEs Economic
Recovery Program impacted

by the COVID-19 pandemic

In the context of intergovernmental ne-
gotiations between Mexicoand Germany,
the German government allocated con-
cessional resources, through the KfWw,
the equivalence in dollars to 100 million
euros to support access to financing
for MSMEs impacted by the COVID-19
pandemic. Thus, in December 2021
Nafin formalized a loan from KfW for
112.73 million dollars to finance a pro-
gram intended to mitigate the nega-
tive economic impact of the COVID-19
pandemic by giving capital work loans
to the affected MSMEs, through Nafin's
network of financial intermediaries.
The Separate Program Agreement was
formalized in May 2023 in compliance
with the conditions prior to the first
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disbursement, so the portfolio was
prepared for the line check and the
disbursement request was sent. Thus, on
August 18 the complete disbursement
of the line of 11273 million dollars was
received.

Financial Contribution from the
Mitigation Action Facility (MAF)/GIZ
for 16.2 million euros for the NAMA
SMEs-energy efficiency program

in small and medium enterprises to
contribute to a low carbon emissions
economy in Mexico

The GIZ is supporting the Mexican
government in the implementation of
their Nationally Appropriate Mitigation
Actions (NAMA) as part of their
commitment to fight climate change
in Mexico.

In this regard, Nafin, with the support
of GlZ,identified thatthe Individualized
Eco Business Credit Program needed a
boost within the SME sector. Tothat end,
a financial cooperation was requested
to the MAF to solidify said program.
The resources granted amounted to
16.2 million euros: i) 7 million euros
for Nafin’s Counterguarantee Fund; ii)
2.5 million euros, managed by Nafin,
for subsidies in the cost of Energy
Diagnoses, payment to the Technical
Verifier, and the cost of scrapping the
replaced equipment; and iii) 6.7 million
euros, managed by GIZ, for technical
assistance to the Program.

In mMid-2021, it was established that
the SHCP and the Secretariat of the
Environment and Natural Resources
(Semarnat, in Spanish) would be the
political counterparts of the Program, so
the Mexican and German governments
exchanged notes. Thus, the Board of
Directors was formally created in 2021
with the SHCP, Semarnat, Nafin,and GIZ
as members, with the latter in charge of
defining the strategic operation.

In late 2022, Nafin and GIZ formalized
the Grant Agreement that led to the

first disbursement request in March 2023, for a total of 2.37
million euros. Later, in September of that year, the second
disbursement for the same amount than the first, was
requested. On October 6, 67.2 million pesos were transferred
from the FSN to Nafin's Counterguarantee Fund to
implement the Eco Sustainable Credit Program, this being
the first operation of its kind.

During the reporting period, the different aspects of the
Program's operational administration were finalized by the
Directorate of International Financial Organizations, and its
formal launch is expected to take place during the first
quarter of 2024.

Loan from the IDB for 200 million dollars for the Global
Credit Program to Protect the Industrial Fabric and
Economic Recovery

In 2020, the Nafin's Board of Directors authorized the
contracting of a loan of up to 200 million dollars for the
Global Credit Program to Protect the Industrial Fabric and
Economic Recovery, which seeks to finance institutional
measures that help reactivate the economy and preserve
jobs, by granting credit to Mexican MSMEs.

The loan contract was formalized in September 2022,
togetherwiththe Non-Reimbursable Financing Agreement
that was successfully negotiated with the CTF for 3 million
dollars to support the implementation of the Program and
institutional reinforcing.

In November of 2022, the conditions prior to the first
disbursement as per the Loan Agreement and the Non-
Reimbursable Financing Agreement were met, and the
first disbursement for 40 million dollars, corresponding to
the retroactive expenses authorized for the Program, was
carried out on December 19, 2022.

Considering the foregoing, the Audited Financial
Statements of the Program (EFAs, in Spanish) were audited
in the reported period by an external firm appointed by
the Secretariat of Public Service (SFP, in Spanish). For
said auditory, the Deputy Directorate of Project Financed
by IFls prepared the Financial Statements in the formats
established by the SFP, including their corresponding
notes. Therefore, on June 29 the audit books concerning
the Audit report, findings (without any findings to report
by the auditor) and Report on improvement proposals
(without any improvement proposals identified by the
auditor), thus meeting the audit commitments established
for the Program.

Afterwards, in December 2023 a disbursement for the
remaining resources in the line (160 million dollars) was
reguested.
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5.4 INTERNATIONAL COOPERATION
INTERNATIONAL AGENDA
THE MONTREAL GROUP

The Montreal Group is a non-profit association created in
September 2012. Its purpose is to exchange experiences
among financial institutions dedicated to the development
of SMEs. Currently it consists of 12 development banks: Banco
Nacional de Desenvolvimento Econdmico e Social (BNDES)
of Brazil, Banque Publique d'Investissement (BPI) of France,
Business Development Bank of Canada (BDC), China Devel-
opment Bank (CDB), Finnvera of Finland, Nacional Finan-
ciera, Development Bank of Nigeria (DBN), Saudi Industrial
Development Fund (SIDF) of Saudi Arabia, Small Industries
Development Bank of India (SIDBI), SOWALFIN of Belgium,
Tamwilcom of Morocco, and the British Business Bank of
the United Kingdom.

The Annual Meeting of the Montreal Group was held on
March 27, 2023, virtually, with the participation of Nafin. It re-
viewed various topics, including the 2023-24 budget, high-
lights of the Group's activity in 2022, update on initiatives of
all members, work plan and topics of interest 2023-24, and
officially welcomed the British Business Bank of the United
Kingdom as a member of the Group.

During 2023, Nafin participated in various meetings of the
working groups that make up this network: i) Chief Economists,
ii) Gender, and iii) Non-Financial Services for Climate Action.

LATIN AMERICAN ASSOCIATION OF DEVELOPMENT
FINANCING INSTITUTIONS (ALIDE, IN SPANISH)

It is the most important community of development finance
institutions in Latin America and the Caribbean. It currently
has 60 active members in the region, including Nafin.

In 2023, Nafin officials participated in the 53 Ordinary
Meeting of the Alide General Assembly, which took place in
San Pedro Sula, Honduras, May 30-June 2. The Annual Meet-
ing is a forum that brings together representatives of the
development finance community, from both the public and
private sectors, to discuss current issues relevant to the role of
development banking in Latin America and the Caribbean, as
well as the main trends in other institutions involved in Latin
American development. The central topic of this edition was
Developing the intrinsic potential of Latin America and
the Caribbean vis-a-vis the world: role and challenges of
the development banking system. Nafin's participation was
noteworthy as its CEO was reelected as President of the As-
sociation for the 2023-2025 term: also, because of the signing

of a memorandum of understanding
with the French Development Agency
(Agence Francaise de Développement,
AFD), to strengthen international coop-
eration collaboration, particularly on
issues related to sustainable financing.

INTERNATIONAL DEVELOPMENT
FINANCE CLUB (IDFC)

IDFC was originally formed by 11 finan-
cial institutions: AFD, BNDES, Central
American Bank for Economic Integra-
tion (CABEI), CDB, African Develop-
ment Bank (AfDB), Japan International
Cooperation Agency (JICA), Korea Fi-
nance Corporation (KoFC), KfW, SIDBI,
Vnesheconombank (VEB) of Russia, and
Nafin. IDFC currently has 27 members
from Europe, Africa, Asia, the Middle
East, the Americas, and the Caribbean.
The Club aims to share knowledge, ex-
perience, and know-how on strategic
issues of cormmon interest to its mem-
bers. The topics addressed by this club
include climate financing, biodiversity,
social development, poverty reduction,
and financial innovation.

IDFC holds several meetings through-
out the year, in which the Institution's
staff participates.
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SUSTAINABLE FINANCE FESTIVAL

Nafin co-organized, along with GIZ and
SHCP, the Sustainable Finance Festival
2023, which took place at the Institu-
tion's facilities from June 26 to 29. The
Festival sought to foster dialog on the
progress and challenges of climate,
environmental, and social financing
in Mexico, with the support of strate-
gic allies. The topics discussed during
the four days of keynote presenta-
tions, workshops, and conversations
were: i) Financial policy for sustainable
development; ii) Mechanisms for cli-
mate, green and sustainable finance;
iii) Financial inclusion for sustainability;
and iv) Action for green and inclusive
finance. The sessions were conducted
both in person and virtually. More than
1,200 guests participated in person and
virtually in different countries. Several
Nafin officials participated as speakers
in various sessions.

5.5 DEBT ISSUANCE
IN CAPITAL MARKETS

aving the guarantee of the

Federal Government, Nacional

Financiera is a benchmark par-
ticipant in both domestic and interna-
tional capital markets. The valuation of
debt instruments is a financial bench-
mark for other Mexican public and pri-
vate institutions that operate in the
same markets. In order to perform this
role, our institution complies with the
information requirements and legal ob-
ligations set by the financial regulations
ofthe marketsin which itissues debt. To
this end, it interacts with various finan-
cial authorities, stock exchanges, and
rating agencies, as well as with multi-
lateral organizations that, sometimes,
endorse their instruments. In addition,
Nafin has developed strong institu-
tional relationships with an important
base of investors worldwide, such as
investment funds, insurance companies,
pension funds, brokerage firms, private
banks, and banks that hold our debt
instruments. Moreover, Nafin is in per-
manent contact with the main global
financial institutions to constantly mon-
itor various issuance opportunities, not
only in Mexico but also in the main in-
ternational markets.

With the creation of the Issuances
and International Affairs Unit in Sep-
tember 2019, the Directorate of Interna-
tional Financial Organizationsis now re-
sponsible for the implementation and
structuring of debt issuances in domes-
tic and international capital markets.
In this regard, the process of updating
the financial information that supports
Nafin's public issuance was automated,
and in June 2021, for the first time, Na-
fin successfully issued stock certificates
for a total amount of 10 million pesos in
three channels, with three, five, and ten
year-terms.

Additionally, with support from GGG,
in 2021 the Sustainable Bond Frame-
work was developed, based on the
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Guidelines of the International Capital
Markets Association (ICMA), with which
Nafin can make sustainable issues to
finance projects or programs aligned
with the Sustainable Development
Goals (SDGs). It is worth mentioning
that the external review process of the
Framework was carried out by Sustain-
alytics, one of the world's most recog-
nized second-opinion service providers.

Under the Framework, in May 2023,
three social bonds were placed in the
local market for 10,000 million pesos,
consisting of 4,533 million pesos for
three years in reviewable format, and
5,467 million pesos for seven years in
fixed format. This placement reached
a total demand of 17,500 million pesos,
which represents an oversubscription of
3.50 times the target amount of 5,000
million pesos, with the participation of
38 investors (banks, investment funds,
pension funds, private banks, brokerage
firms, insurance companies, and gov-
ernment entities). The proceeds will be
used for social impact programs and/or
projects with a social component (finan-
cial inclusion, employment generation,
and gender).

In August 2023, there were placed two
social bonds with terms of 23 and 3.5
years, for 4,500 million pesos at TIE of
Funding+23 basis points (bp) and 3,000
million pesos at TIE of Funding+26 bp,

respectively. A demand of approxi-
mately 3.4 times the initial amount of
4,000 million pesos was obtained. In
other words, the transaction attracted
more than 13,504 million pesos of in-
vestor interest, with the participation
of 38 investors (banks, investment funds,
pension funds, private banks, brokerage
firms, insurance companies and govern-
ment entities). The proceeds will be used
for social impact programs and/or proj-
ects with a social component (finan-
cial inclusion, employment generation,
and gender).

Due to the high demand, it was decid-
ed to reopen these social bonds, placing
1,523 million pesos for the 2.3-year bond,
which resulted in a total fundraising of
9,023 million pesos.

In November 2023, the social bond
issued in August was reopened for a
term of 3.2 years for an amount of 6,760
million pesos at TIIE of Funding+27 bp.
An over-demand of 1.5 times the target
amount of 5000 million pesos was ob-
tained. The transaction attracted inter-
est of 7485 million pesos from the 16
investors that participated (banks, in-
vestment funds, private banks, broker-
age firms, and government entities).

In addition, a public issuance of 140-day
Term Bank Deposit Certificates (Cedes)
was made for an amount of 9,000 million
pesos at TIIE of flat funding.

ANNUAL REPORT 2023

35



@ nacional financiera

ANNUAL REPORT 2023

6.1 TREASURY
Collection

To ensure that the Institution always has
sufficient resources and can disperse
them todifferent business areas under the
best cost and term conditions, the Trea-
sury continued with the funding strat-
egy based on diversification of funding
sources and the execution of derivative
hedging operations, achieving optimi-
zation of institutional funding costs to fi-
nance the Bank's operations under appro-
priate conditions (rate and term).

Therefore, 2023 closed with indicators
that exceeded the most outstanding
goals: 17 bp below the 28-day TIIE, which
represents a 213% achievement of the
target, and 32 bp above the Term SOFR
Curve, which represents a 200% achieve-
ment of the target.

During 2023, stock certificates of the
development bank (NAFR 23S, NAFR
23-2S, NAFR 23-3S, and NAFF 23S) were
issued for a total amount of 25,783 mil-
lion pesos, which allowed to:

- Improve liquidity conditions.

- Develop the development bank-
ing debt curve to longer matur-
ities, transmitting the benefits of
funding to the industry.

- Promote the comprehensive de-
velopment of the stock market
and the national financial system.

- Promote the efficiency of local
public debt markets, always seek-
ing to make the price discovery
process efficient.

- Have a greater participation of in-
vestors.

- Improve the operating dynamics
in the secondary market for these
instruments.

O 6 TREASURY AND MARKETS

On December 31, 2023, 95,758 million
pesos of Nacional Financiera's stock
certificates are outstanding; 32,347 mil-
lion pesos at reviewable interest rates
with terms of three and five years, and
63,411 million pesos at fixed rate.

About attracting foreign currency,
the Deposit Certificates Program of the
London Branch remained as the main
attraction vehicle, which, along with the
acquisition of the interbank financing
lines, time deposits, and working capi-
tal lines, allowed the Treasury to main-
tain its cost of funding at attractive lev-
els and in line with institutional goals'
compliance.

In terms of liability restructuring,
three prepayments were made on lines
of credit contracted with the IDB for a
global amount of 234 million dollars
and one prepayment of 80 million dol-
lars with the EIB, which were replaced
by synthetic funding, saving the Institu-
tion 60 bp.

Balance Management

The strategy of minimizing the Bank's
balance sheet exposure to interest rate
movements was maintained by execut-
ing all necessary hedges to protect the
income that the Bank receives as finan-
cial margin. This action allowed to meet
the Treasury's objective of ensuring that
balance sheet risks are within approved
limits and strengthened the Bank's
capital. At the close of 2023, the income
generated from managing the balance
and investment portfolios totaled 1,875
million pesos, which contributed to
strengthen Nafin's capital.

In accordance with the new sound
market practices, the Institution transi-
tioned from LIBOR to Term SOFR rates,
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both in the generation of new loans and
for term funding, which resulted in the
restructuring of 88 primary hedging
derivative positions by substituting the
Term SOFR 3M rate.

Investments

There is a held-to-maturity portfolio
in national currency, which is mainly
structured with securities of the Fed-
eral Government; a liquidity portfolio,
mainly consisting of governmental se-
curities which is used as guaranty in
the payment systems of Banxico, and a
corporate securities portfolio that con-
tributes to the private debt market de-
velopment.

Profit generation through financial
margin in dollars originates from in-
vestment portfolios held to maturity
and available for sale: strategic assets
which have been maintained as one
of the hedge instruments of the insti-
tutional balance, by hosting long-term
raising lines. Both portfolios are almost
entirely invested in United Mexican
States Bonds (UMS) as well as in na-
tional state-owned companies such as
Pemex and CFE; it is worth mentioning
that at the end of 2023 they generated
income of 202 million pesos.

Regarding management of liquidity
in foreign currency: making the best
of the international market conditions,
the main strategy consisted in optimiz-
ing the profitability of surpluses in dol-
lars through the execution of synthetic
investments in pesos. Nevertheless,
the management of liquid resources
through our checkbooks, particularly
through demand and term deposits
with development and commercial
banks obtained significant interest
margins. Therefore, at the end of 2023
the liquidity portfolio generated reve-
nues of approximately 129 million pesos.

London Branch

The balance of certificates of deposit
issued by the London Branch reached
a balance of 1,498 million dollars at the
end of 2023. This, despite the compli-
cated international environment of
the last two years.

6.2 MARKET ANALYSIS
AND PROMOTION

uring the reporting period, Mar-
Dket Promotion activities were

carried out almost as usual prior
to the pandemic. Although the team
of collaborators underwent significant
changes and was incomplete for a sig-
nificant period, efforts were made to
ensure that the processes of opening,
updating, and terminating contracts
were carried out with as little friction
as possible. The same was true of dai-
ly transactions, which went practically
without a hitch. Thus, throughout 2023
we were able to maintain a stable cli-
ent portfolio, which contributed to the
funding of the Money Desk's positions
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and to the Treasury's fundraising; like-
wise, the Foreign Exchange Desk pro-
vided support for the execution of for-
eign exchange operations requested by
some clients.

Additionally, throughout 2023,
through the preparation of deliverable
documents and verbal advice to clients
of the Treasury and Finance Markets
Unit, senior management, and other
areas of Nacional Financiera, the Mar-
ket Analysis Sub-Directorate developed
and implemented analysis schemes, as
well as advice and strategies based on
qualitative and quantitative models of
economic, technical, and financial mar-
ket analysis.

International Financial Markets

The gradual slowdown of economic ac-
tivity in several countries (mainly China),
resilient consumption that is less sensi-
tive to restrictive monetary policy, the
expectation that the Fed will not cut
rates soon, the tightening of financial
conditions, the intensification of geo-
political conflicts (mainly in the Middle
East), and climatological events were,
among others, the factors that impact-
ed the performance of financial mar-
kets throughout the year.

With increased risk aversion, the
stock indexes of the main developed
markets recorded earnings at the
close of the year (in some cases there
were historical levels) and ended with
the following variations: in the United
States, the Nasdaq grew by 43.4%; the
S&P 500, 24.2%, and the Dow Jones,
13.7%. The Japanese Nikkei 225 in-
dex grew by 28.2%; the Spanish IBEX,
22.8%; the German Dax, 20.3%, while
the FTSE 100 of the British stock ex-
change grew by 3.8%.

Among emerging market indexes,
the most notable was Hungary's Bu-
dapest SE with 38.4%, followed by Po-
land's WIG20 with 30.7%, Brazil's Boves-
pa with 22.3%, South Korea's Kospi with
18.7%, Mexico's IPC with 18.4%, and
South Africa's FTSE/JSE All with 5.3%.

China's Shenzen Composite and Hong Kong's Hang Seng,
they recorded declines of -3.7% and -13.8%, respectively.

With the end of the hiking cycle by the various central banks
of advanced and emerging economies and the expectation
of rate cuts (some of them started with a monetary tighten-
ing cycle), bond yields fell during the year. Although signifi-
cant increases were recorded during the second half of the
year, in the United States the 10-year government bond rate
closed at 3.88%, a rise of only +0.4 bp, although in October it
reached 5%, the highest level since 2007. In Canada it stood
at 3.11%, in Germany at 2.02%, in France at 2.56%, and in Italy
at 3.69%, which represented movements of -19 bp, -54 bp, -55
bp, and -101 bp, respectively. Regarding emerging markets,
the largest reduction was recorded in Poland with -166 bp,
with a rate of 5.19%, followed by Peru with -130 bp at 6.68%,
Indonesia with -46 bp at 6.45%, Malaysia with -31 bp at 3.73%,
China with -28 bp at 2.56%, and Mexico with -13 bp at 8.94%.
In South Africa there was an increase of 58 bp with 11.37%,
and in Russia, 167 bp and 10.95%.

In the foreign exchange market there were mixed results,
the dollars (measured by the DXY index) depreciated against
other currencies and ended with a contraction of -2.1%. In the
face of this performance, the biggest losers were the Russian
ruble with -16.9%, the South African rand -7.2%, the Japanese
yven -7.0%, the Chilean peso -3.2%, the Chinese yuan -2.9%,
and the Korean won -1.8%. Other currencies showed gains,
such as the Euro with 3.1%, the pound sterling with 5.4%, the
Brazilian real with 8.7%, the Polish zloty with 11.2% and, most
notably, the Mexican peso with 13.0%.

Finally, commodities showed movements were mostly
downward. The price of WTI crude oil ended the year at 71.65
dollars per barrel (dpb), which translates into a fall of -10.7%,
while Brent crude closed at 77.04 dpb, with a fall of -10.3%.
Precious metals prices showed the following variations: plat-
inum -7.7%, silver -0.7%, and gold 13.1% (in the second half
of the year it reached record highs). Agricultural commodity
prices decreased -7.7% and industrial metals fell -13.7%.
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National Financial Markets

Local markets were affected by inter-
national events and the behavior of ex-
ternal markets. Some domestic factors
also contributed to its performance,
such asthe end of the cycle of rate hikes
by Banxico with a view to reductions in
the first quarter of 2024, a slowdown in
headline inflation and, to a lesser extent,
in the core component, resilience in the
pace of economic activity, capital out-
flows by foreigners, solid growth in fixed
investment due to a possible nearshor-
ing effect, and government spending
associated with priority works.

Money Market and Bonds

Throughout 2023 there was an 11.36%
increase in bond holdings, maintain-
ing the trend of the first semester: net
inflow of foreign investment from the
MBonds market for 3,168.33 million
pesos, increase in Cetes for 59,234.27
million pesos, increase in UDIS for
1,292.12 million pesos, an amount of
1,707,312.01 million pesos in foreign
residents' holdings equivalent to the
closing of December 2022, comprised
as follows: 1,398,207.25 million pesos in
bonds, 140,411.62 million pesos in Cetes,
134,018.31 million pesos in real rate in-
struments, and the difference in other
Federal Government instruments.

In the United States, Europe, and
Mexico, during this period, central
banks continued to expect to maintain
their restrictive monetary policy, keep-
ing rates high throughout 2023, [t was a
year with high volatility in interest rates,
in addition to the rise in global inflation
at levels not seen in the last 20 years in
both the United States and the Eurozone.

In the developing countries of the
Americas, including Mexico, an im-
provement in inflation began to be felt
during the second half of the year, and
several central banks begun to take
pauses and lower rates. In Banxico, the
expectation of a 25 bp reduction had
been held since October and was ex-

tended to December; however, this did not happen and the
reference rate was 11.25% at the end of 2023, leaving the ex-
pectation of the first reduction for the second quarter of 2024.

In the United States, the Fed continued its tightening policy
and continued to raise rates in the first half of 2023. On July
26, it raised the rate from 4.25% to 5.25% and kept the rate in
the range of 5.25%-5.50% until the end of the year; although it
is expected that the restrictive cycle will end around the sec-
ond half of 2024 and the easing of the monetary cycle will
begin: thus, keeping the rate at this level in the meantime.

Cetes rates responded upwards in 2023, accumulating vari-
ations of 116 bp and 57 bp in the case of 28- and 91-day Cetes,
while 182-, 364-, and 707-day Cetes rose 40 bp, 12 bp, and 31
bp, respectively.

Fixed rate bond rates increased by 48 bp on average in
the short part of the curve, the middle part of the curve de-
creased by 5 bp and the long part of the curve with decreas-
es of 3 bp, which implied a flattening of the MBonds curve
in the past 2023. The yield of the 10-year MBond (MAY33)
closed at 8.94%, representing a decrease of 13 bp. For 2024,
the new 10-year benchmark is the MBond NOV34. In the
case of the MBond JULS53, it closed at 9.07%, indicating an
increase of 2 bp.

Finally, the surcharges of reviewable instruments fell
throughout the year, so that the curves of the Bank Sav-
ings Protection Institute (IPAB, in Spanish) securities with
monthly coupons fell by 1.7125 bp, those with quarterly cou-
pons fell by 4.9169 bp and those with semi-annual coupons
fell by 17.2567 bp. As for Bond D and Bond F surcharges, the
curves had a mixed behavior, the former rose 0.1787 bp on
average and the latter fell 11289 bp. LG'S (Federal Govern-
ment Development Bondes G) were issued on January 2,
2023, and on average had a 2.9750 bp decline.
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Exchange Rate Market

By closing at 16.9190 pesos per dollar,
according to FIX exchange rate at the
date ofdetermination, the Mexican peso
appreciated by 13.10% with respect to
the close of 2022. During 2023 the peso/
dollar exchange rate has shown a recov-
ery trend against the dollar to levels not
seen since 2015. The main reasons why
the Mexican peso has recovered are
due to the dollar's continued weakness
against all currencies and international
monetary policy adjustments. Consid-
ering the FIX exchange rate, the maxi-
mum exchange rate level for 2023 was
19.48830 pesos per dollar on January
2, while the minimum level of 16.0720
pesos was reached on July 28.

Capital Markets

In 2023, the S&P/BMV IPC posted solid
growth of 18.41% in pesos and 36.32%
in dollars, setting new historical highs
and following the performance of the
main global indexes, which benefited
from better-than-anticipated inflation-
ary data and the expectation of the end
of the rate hike cycle by central banks,
together with the possibility of the be-
ginning of rate cuts in 1Q24. Appetite for
technology companies also remained
strong, allowing the Nasdag Compos-
ite index to set new all-time highs. On
the other hand, quarterly corporate
reports showed pressures on export
companies due to the strength of the
Mexican peso against other curren-
cies, which impacted profits, despite
improvements in operating margins
due to lower raw material costs and
successful cost reduction strategies.

Derivatives Market

The Derivatives Desk continues to pro-
vide an efficient service to the Treasury
Strategies area, meeting the needs of
executing complex hedges, both swaps
referenced to risk-free rates and hedges
of issues, always at the best available
market levels.

Last 2023 was a year characterized
by high levels of volatility in the global
interest rate markets, which were con-
tinuously reflected in our country. It is
expected that, in general, markets will
continue to face high levels of uncer-
tainty and volatility given the current in-
ternational context and the challenges
posed by events such as the upcoming
governmental elections in Mexico and
the world, present and potential armed
conflicts, and climatic conditions that,
among other things, could complicate
the transportation of goods between
countries, affecting the well-being of
the population.

In the face of these challenges, Deriv-
ative Products maintain their relevance
as hedging instruments in Nafin's risk
management and contribute to the
healthy development of the market.
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6.3 INVESTMENT FUNDS

afinsa Fund Broker continues
N working on meeting the objec-

tive 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 25 agree-
ments with 21 commercial brandsin the
stock market. By the end of December
2023, the average assets managed in
investment funds amounted to 45,796
million pesos. It should be noted that
during this period the Broker has inter-
acted with the Nafin's Institutional Pro-
motion Unit, through its regional direc-
torates, to promote the purchase and
sale of shares of the investment funds
that it manages, particularly with enti-
ties of the Public Administration, such
as the state secretariats of finance,
public universities, and/or National Port
System Administrations (Asiponas, in
Spanish). Additionally, there is partic-
ipation in the project called Open Ar-
chitecture, which is a product of the
Financial Reform and consists of the
purchase and sale of shares of invest-
ment funds in electronic platforms, so
that the shares are easily acquired by
public investors; all in accordance with
the mission of the Broker.
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6.4 CETESDIRECTO

encourage the contracting of cetesdirecto through

advertising campaigns on Internet and social me-
dia, and with the support of a sales force. Also, a greater
emphasis was given to the use of applications (Apps) and
the website for the contracting and operation of cetesdi-
recto, which were updated to improve the user experience,
allow the public to access the platform easily and securely,
and manage their own resources.

The sum of these actions helped to maintain during
2023 the upward trend carried over since 2018 and reach
2,800,000 registered customers. 1,972,945 of such regis-
tered customers have activated their contract, with an in-
vestment balance exceeding 128,000 million pesos, for the
distribution channel, exceeding the goals established for
2023 in outstanding fashion. Similarly, the total amount of
debt placed by the Federal Government through cetesdi-
recto reached 10.78% which, compared to the previous year's
participation of 7.30%, represented an increase of 47.6%.

It is noteworthy that the yield rates of government secu-
rities have remained high throughout the year, which has
led to an increase of 73% in the number of people con-
tracted and a 105% increase in the investment balance for
cetesdirecto financial service, both compared to the clos-
ing figures of 2022.

During 2023, the advertising strategy continued to
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LEGAL AND FIDUCIARY
OPERATIONS

7.1 CORPORATE AND BUSINESS

lawsuits were generated due to errors in the Legal Pro-
cess that serves the Financial Markets, Tier 1 Financing,
Venture Capital, International Affairs, and Advisory Matters.

D uring the period from January to December 2023, no

7.2 GOVERNMENTAL REGULATIONS

Consultancy and Legal Advice on Goods and Services
Procurement

The Institution fully complied with the regulations applica-
ble to a National Credit Corporation, since the Governmental
Regulations Directorate provided support and advice for the
review of the legal instruments requested by several different
areas of Nafin, by providing them support in the fulfillment of
their objectives and substantive activities.

Liaison to the Superior Federal Audit Office

Regarding the functions that the Governmental Regulations
Directorate has as liaison with the Superior Federal Audit
Office, it is reported that the openings and requests for
information were attended in due time and form, as well as
the follow-up and attention to the recommendations of the
audits carried out on Nacional Financiera.

Transparency

In compliance with the obligations set in the General Law of
TransparencyandAccessto PublicInformation,the Federal Law
of Transparency and Access to Public Information, and other
applicable legal provisions on transparency, the Transparency
Unit carried out the following activities in coordination with
the administrative areas of Nacional Financiera.

Publication of Mandatory Information

The information that the Institution
and the trusts it manages must publish
in the Transparency Obligations Portal
System was updated, in terms of arti-
cles 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 Ac-
cess to Public Information, in relation
to the “Ceneral Technical Guidelines
for the publication, homologation, and
standardization of the information of
the obligations established in the fifth
title and in section IV of article 31 of the
Ceneral Law of Transparency and Ac-
cess to Public Information, that must
be disseminated by the obligated en-
tities in the Internet portals and in the
Transparency National Platform”, and
the “Federal Technical Guidelines for the
publication, homologation, and stan-
dardization of the information of the
obligations established in Title Three,
Chapters | and Il of the Federal Law
on Transparency and Access to Public
Information, which must be dissem-
inated by the obligated entities at the
federal level in the Internet portals and
in the Transparency National Platform.”

During 2023, the National Institute of
Transparency, Access to Information,
and Protection of Personal Data (INAI,
in Spanish) notified Nafin, as a regulat-
ed entity, the Opinion of Compliance
with Transparency Obligations of the
Ceneral Law on Transparency and Ac-
cess to Public Information and the Fed-
eral Law on Transparency and Access to
Public Information, where it obtained
a score of one hundred percent (100%)
of the Global Index of Compliance in
Transparency Portals.
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Likewise, INAI notified Nafin of the Transparency Obligations
Compliance Reports, where a score of one hundred percent
(100.00%) of the Global Index of Compliance in Transparency
Portals was obtained by the following trusts:

- Complement of the Special Borrowing for Savings
(PEA) and short- and medium- term loans for retirees
under the Defined Benefits Plans.

- Business Financing Counter-guarantee Trust.

- Entrepreneur Capital Trust.

- Nacional Financiera Fund of Pensions with Defined
Contributions.

- Nafin's Pensions and Seniority Bonus Fund.
- Fund for Risk Participation 11480.

- Fund for Risk Participation in Finance.

a) Transparency Obligations Portals System

- In 2023, the Governmental Regulations Directorate
updated the sections under its responsibility in the
Transparency Obligations Portals System (Sipot, in
Spanish), in accordance with the provisions of the
General Law on Transparency and Access to Public
Information and the Federal Law on Transparency and
Access to Public Information.

- Sixty advisory services were provided to the different
areas of the Institution related to updating and up-
loading information to Sipot.

b) Public Versions Sipot

- We reviewed and analyzed 286 public versions of
service provision contracts, modifying agreements,
minutes of ordinary and extraordinary meetings of
the advisory councils, which were submitted to the
Transparency Committee for approval.

- Legal advice was provided to 40 areas responsible for
preparing public versions.
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7.3 LITIGATION
AND CREDIT LAW

he Litigation and Credit Law area
I continues endorsing its com-
mitment to design flexible and
modern contracting schemes for pack-
aged products, actively participating
through timely provision of legal for-
malization services, litigation and safe-
guarding of legal and proprietary interests
of the Institution.

Regarding banking formalization
services, in fiscal year 2023, 409 re-
quests were received and attended,
with a percentage of 100% of deliveries
within the service levels.

7.4 BOARD OF DIRECTORS
SECRETARY OFFICE

good corporate governance has be-

come one of the main drivers of value
creation in organizations, as well as an
effective manner for improving their
performance.

Several organizations have adopted
measures additional to the regulato-
ry ones to improve management and
control manner and effectiveness. This
results in progressive willingness for
institutionalizatione to become more

I N recent years, the importance of
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competitive and have certainty and transparency tools that
benefit all stakeholders due to proper functioning.

In this context, and independently of the work being carried
out by Nacional Financiera to strengthen good corporate gov-
ernance practices in MSMEs, throughout January-December
2023 an internal review of the powers and operating rules of
the eleven collegiate bodies of Nacional Financiera was car-
ried out in order to keep them aligned with relevant regula-
tions and the Institution's needs and requirements, as well as
to include additional elements of corporate governance and
best practices that have proven to be effective.

As a result of the foregoing, during the aforementioned pe-
riod, the annual revision of the operating guidelines of the
collegiate bodies listed below was approved:

1 Board of Directors

2 Executive Credit Committee of the Board of Directors
3 Internal Credit Committee

4 Credit Committee

5 Venture Capital Investment/Divestment Committee
6 Integral Risk Management Committee

Human Resources and Institutional
Development Committee

8 Financial Products Committee

9 Business Trust Committee

10 Audit Committee

11 Communication and Control Committee
In addition, the General Guidelines of the Sustainable Fi-
nance Committee (Cofiso, in Spanish), which was created by

the Board of Directors at its September 14, 2023, meeting,
were approved.
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7.5 FIDUCIARY SERVICES

s of the end of November 2023,

Nacional Financiera remains

in second place among the
country's trustees in terms of the val-
ue of trust assets under management,3
preceded only by a commercial bank.
Likewise, with respect to development
bank trusts, it accounts for more than
74% of the amount of assets under
mMmanagement.

Nacional Financiera is the fiduciary
par excellence of the Federal Govern-
ment, and the main executing arm of
public policies under this type of instru-
ments. As of December 31, 2023, Nafin
managed 313 trust businesses with as-
sets equivalent to 2.2 billion pesos.

Of the total managed assets, 906,979
million pesos, equivalent to 42%,
are liquid resources. Of this amount,
201,685 million pesos (22.24%) were
invested in the Money Desk and 381
million pesos (0.04%) in the Nafinsa
Fund Broker. Of the remaining re-
sources, 40,542 million pesos (4.47%)
are deposited in the Treasury of the
Federation and 664,371 million pesos
(73.25%) are invested with other finan-
cial intermediaries.

Income from fiduciary services as of
December 31, 2023, including commis-
sions for the custody and management
of securities and cash, increased to 196
million pesos, which is 8% higher than
budgeted for fiscal year 2023.

s Source: Statistics Magazine of the National Banking and Securities
Commission. Financial information as of November 31, 2023,

of the financial institutions that provide trust services.
www.cnbv.gob.mx. https:/portafolioinfo.cnbv.gob.mx/Paginas/Inicio.aspx
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O 8 DIGITAL BANKING

he objective of the Digital Bank-

ing Unit (DBU) is to direct and

define strategies that promote
financing schemes in tier 1 operations,
through a digital platform that allows
increasing the service capacity and
market reach, as well as generating
market intelligence with data analysis
schemes that contribute to the im-
provement of processes.

In order to meet the objectives set
forth, the Digital Banking Unit carried
out aninitial mapping and diagnosis of
the activities that make up the current
Credit Process for the first and second
floor programs, with the purpose of
identifying areas of opportunity and
bottlenecks that represent the pos-
sibility of improving and making the
Process more efficient.

After months of analysis and evalu-
ation, in November 2022 the various
operating areas that carry out the pro-
cesses for granting second floor credit
agreed to implement a series of inter-
nal actions and measures to improve
service, which are reflected in the In-
stitution's operating manuals as of
March 1, 2023.

As of March 2023, work meetings were
held with the different areas involved
in the Second Tier Credit Process to
evaluate the feasibility of implement-
ing improvements for optimizing the
services provided to Nafin's second tier
credit customers.

At the same time and aligned to the
aforementioned efforts, the DBU, along
with the Information Technology Unit,
began the development of a platform
whose main objective is to have a sin-

gle digital file, in which the information
of the Bank's borrowers and customers
is centralized for better administration,
management, and information security.
This platform will simplify the interac-
tion between business developers and
customers to improve and streamline
services provided.

In May 2023, in compliance with aus-
terity measures, the Board of Direc-
tors of Nacional Financiera approved
the modification of the organization-
al structure that cancels the Digital
Banking Unit and transfers its func-
tions to the Information Technology
Unit (in the technological innovation
area) and the Corporate Banking Unit
(in the area of customer service).

ANNUAL REPORT 2023
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9 SUPPORT OPERATIONS

9.1 QUALITY MANAGEMENT
AND ORGANIZATIONAL CULTURE

Nacional Financiera maintains a strategy of continuous

improvement in its Quality Management System (SGC, in
Spanish), encouraging personal and professional develop-
ment of its human capital, the strengthening of risk manage-
ment, and the efficient operation of its programs.

I n order to strengthen and keep its processes updated,

QUALITY MANAGEMENT SYSTEM

Nacional Financiera implemented the SGC in early 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 pre-
vention, the use of opportunities, continuous iMprovement,
and customer satisfaction. The SGC supports the purpose
and strategic direction of Nafin by aligning the institutional
objectives as quality objectives, which has a positive effect in
meeting external and internal challenges. Over the course of
22 years, Nafin has maintained and strengthened its SGC, cer-
tifying its processes year after year, and successfully migrating
to ISO 9001:2015. In 2022, the I1SO 9001:2015 recertification
was obtained, which will be valid for a three-year period -from
October 2022 to October 2025. There are annual reviews to
maintain the Certificate. It was obtained through an external
quality audit, by a certifying house, which endorsed compli-
ance with the ISO 9001:2015 Standard in SGC processes.

QUALITY OPERATIONAL SESSIONS

The quality operational sessions (SOCs, in Spanish) are one
of the most important elements of SGC management; in
them, the leaders together with their teams participate in the
self-management of the quality of their processes, as well as
in their continuous improvement. SOCs are held at least once
a quarter; thus, in the first quarter of 2023, 42 meetings were
held, while in the second, third and fourth quarters, 43 meet-
ings were held per quarter.

9.2 ADMINISTRATIVE
ACT OF INDIVIDUAL
DELIVERY-RECEPTION

Guidelines for the Regulation of Ac-

countability Procedures of the Fed-
eral Public Administration" published
in the Official Gazette of the Federation
(DOF, in Spanish) on July 11,2023, as well
as with the procedure to prepare the
list of positions that will be required to
complete the Administrative Act of Indi-
vidual Delivery-Reception or Individual
Management Report and its notifica-
tion to the personnel in such case, in
fiscal year 2023, the Audit Committee
was notified of the positions required
to update the Single Registry of Public
Servants (RUSP, in Spanish), in order to
comply with Article 41 of the aforemen-
tioned guidelines.

In accordance with the "General

9.3 ORGANIZATIONAL
STRUCTURE

proved the modification of the orga-

nizational structure of the Institution.
At the close of that year, the organiza-
tion consists of 996 positions: 472 for
middle and top management, or equiv-
alent thereto, and 524 to operations
personnel. The budget ceiling goal of
967 million pesos authorized for per-
sonal services in the 2019 Federal Ex-
penditure Budget (FEB) was met.

In early 2020 the authorized structure
of 996 positions was kept: 472 for mid-
dle and top management, or equiva-

I n 2019, the Board of Directors ap-
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lent thereto, and 524 to operations per-
sonnel. The budget ceiling for personal
services in the 2020 FEB was 994 mil-
lion pesos. As of December 31,2020, the
structure remained unchanged and
closed the year with a modified budget
of 956 million pesos.

At the end of 2021, the authorized
structure of 996 positions was main-
tained, of which 472 were middle man-
agement, senior management, and
equivalent positions, and 524 were op-
erational personnel. The budget autho-
rized for personal services in the FEB
2021 was 1,059 million pesos.

In 2022, the Board of Directors autho-
rized the modification of the organi-
zational structure to 1,010 positions, of
which 486 are middle and senior man-
agement and equivalent positions, and
524 are operational personnel. The budget
authorized for personal services in the
FEB 2022 was 1,096 million pesos.

During the first half of 2023, the Board
of Directors authorized a conversion of
positions, bringing the authorized orga-
nizational structure to 1,003 positions,
489 for middle and senior manage-
ment and 514 for operational level po-
sitions. The budget authorized for per-
sonal services in the FEB 2023 was 1,201
million pesos. By the end of 2023, both
the organizational structure and the
authorized budget were maintained.

During the last few years, the Institu-
tion has been headed by a general di-
rector who has been standardized with
the National Bank of Foreign Trade
[Banco Nacional de Comercio Exterior,
SN.C, I.B.D] (Bancomext), which has
led the organizational structure of both
banks to standardize the nomencla-
ture of the positions of unit heads, area
directors and assistant directors, in or-
der to generate synergies, standardize
processes, and achieve savings in the
resources allocated to the institutions.

Nafin's current organizational struc-
ture has five positions based at Ban-
comext and 18 compatibilities, which
have been authorized by the Board of
Directors and the SFP.

9.4 HUMAN CAPITAL
DEVELOPMENT

TALENT ACQUISITION
AND DEVELOPMENT

The Institution has a competency-based
human capital management model,
that encourages constant updating of
staff to learn about their performance,
potential, and professional and educa-
tional development. During the first half
of the year, the Institutional Competen-
cy Model was updated, and the corre-
sponding changes were implemented
to respond to the challenges demanded
by the Institution, its environment, and
its clients. This model made possible to
cover with house staff 50.3% of the va-
cancies from January to December. That
is, the professional development of the
human talent within the Institution has
led to reducing costs and time of the re-
cruiting process, and to optimizing our
investment. Also, open positions were
covered in accordance with public poli-
cies designed to promote gender eg-
uity. Women accounted for 58% of the
total promotions during the year, and
35.2% of all hires.

Also, Nacional Financiera has a pro-
gram to promote the development of
talented young people, through profes-
sional practical experience and social
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service. In 2023, 89 on-site students were incorporated into
the program to help them complete their academic proce-
dures and train them for the workplace.

Similarly, in order to strengthen talent detection, in Janu-
ary and December 2023, information campaigns were car-
ried out on the updating of the Talent Bank, a methodology
that aligns the competencies of personnel with the needs of
the Institution, which allows us to identify internal personnel
with the competencies required for the performance and
fulfillment of the functions and responsibilities of a specific
position, as well as candidates for vacancies that may arise. In
the first internal commmunication campaign, the importance
of feedback was made known, and employees who request-
ed it were given a feedback session on the results obtained
in their psychometric evaluations, helping them to establish
individual development plans. During this stage, more than
200 requests from personnel were attended. During the sec-
ond campaign, the changes to the competency model were
disseminated, thus allowing personnel to identify, through
behavioral indicators, whether they have the level of compe-
tency required by the Institution or if it is necessary to devel-
op or strengthen a specific competency.

QUALITY OF LIFE, EQUALITY, AND GENDER

In response to the actions coordinated by the Gender Equal-
ity Unit (SHCP), 26 postcards of commmemorative days were
disseminated through internal communication channels;
likewise, the call for the Keys to Equality and Non-Discrimina-
tion course and the Gender-Based Analysis (GBA) workshop
to Improve Equality, Diversity, and Inclusion in the SHCP were
disseminated and attended. Likewise, the call for the course

Construyendo Politicas Publicas para
la Igualdad [Building Public Policies for
Equality] and the Mentoring Program,
coordinated by the National Women's
Institute and the Mora Institute, was
disseminated, and attended.

The dissemination of course cam-
paigns on integrity and public ethics
and conflicts of interest led to the par-
ticipation of 41 people in the courses
"Elements for Fighting International
Bribery," "Conflicts of Interest in Public
Service," "Ethics in the Federal Public
Administration," and "Integrity in Pub-
lic Service: Transforming Ethics Com-
mittees in the Federal Public Adminis-
tration," on the Virtual Training System
for Public Servants (Sicavisp, in Span-
ish) platform.

In the realm of human rights, equal-
ity, and non-discrimination, there were
148 participations in various external
activities such as "Incorporation of Gen-
der Perspective in Financial Products
and Services," "Autonomy and Human
Rights of Women," "Constitutional
Principles of Human Rights in Public
Service" "Gender, Masculinities, and
Inclusive and Non-Sexist Language,"
and "Measures for Equality within the
Framework of the Federal Law to Pre-
vent and Eliminate Discrimination)”
among others. Additionally, there were
participations in internal programs
on "Equal Employment and Non-Dis-
crimination," "Gender Perspective for
Public Servants" and "Prevention and
Addressing of Sexual Harassment and
Harassment." In response to the Na-
tional Program for Equality between
Women and Men 2020-2024, the for-
mer Head of the Administration and
Finances Unit issued, in August, the
call for training in the identification
and prevention of sexual harassment,
which favored the participation of 364
people in the courses "Federal Pub-
lic Administration Free of Violence.
Fighting Sexual Harassment," "Join the
Protocol," "Attention to cases of sexual
harassment in the Federal Public Ad-
ministration," and "Prevention and at-
tention to sexual harassment."
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As part of the actions to give attention to the Work-Family
Balance axis and the commitments resulting from the certifi-
cation in the Mexican Standard NMX-R-025-SCFI-2015 in La-
bor Equality and Non-Discrimination, the Quality of Life and
Equality area implemented five conferences (Myths, Beliefs,
and Realities of Self-Management and Procrastination: How
to Achieve Your Goals; Sustainable Cooking: Identifying Sexu-
al Harassment and Bullying; Together yet Separate; and Tools
to Develop My Work-Life Balance Plan) and five film debates
(Prevention of Digital Violence against Children and Adoles-
cents; Conscious and Willing Motherhood; Responsible and
Democratic Parenthood; Green Economy; and Reason and
Conflict). In the framework of International Women's Day,
two conferences were held: "Digital Gap on Gender, Diagno-
sis and Possibilities" and "Women's Participation in Cyberse-
curity;" and in the framework of the International Day for the
Eradication of Violence against Women, the conference "The
Fine Line: Gender violence." In addition, Nacional Financiera
aided with the coordination of 58" edition of the 2023 Bank
Sports and Cultural Games, where Nafin's team obtained 7t
place in the podium. Sports and physical-wellbeing activities
were carried out, which were attended by 984 people, as well
as active breaks —brief moments of rest where the personnel
perform a physical activity guided by an instructor—, an activ-
ity that was attended by 7,799 people during the aforemen-
tioned period. There were 528 registrations in 14 disciplines
for the Winter Tournament.

As part of its annual program, the Quality of Life and Equali-
ty area held three expo-sales (Back to School, Eco Bazaar, and
Christmas), five integration activities (Rosca de Reyes, Can-

dlemas Day, Mexican Independence
Anniversary, Day of the Dead, and the
year-end activity), two cultural outings,
and activities to commemorate Chil-
dren's Day, Mother's Day, and Father's
Day. In July we held the Golondrinos
[Swallows] workshop, an activity aimed
at the adolescent children of our per-
sonnel; in November we held the an-
nual ceremony for the Recognition of
Work Experience and Retirement, and
the "Environmental Champions" activity
was held to recognize employees who
recycle, reuse, and take care of their
environment. On a monthly basis, the
cultural billboard was disseminated
with cultural, sports, and musical ac-
tivities for the whole family, as well as
discounts for various services; discount
agreements and benefits for personnel
were updated on an ongoing basis.

9.5 PRIORITY TRAINING
PROGRAMS

total of 136 courses, in-person,
Aomline,ahd external, were taught

from January to December 2023.
It is worth mentioning that the Annual
Training Program was implemented in
person and online through various digi-
tal platforms to meet the technical and
specialized needs of the personnel, with
emphasis on soft skills training, as well
as updating on regulatory issues and
preparation for obtaining certifications.

Likewise, during 2023, the Biennial
Training Plan 2023-2024 approved by
the National Banking and Securities
Commission (CNBV, in Spanish) was
implemented.

On the other hand, during this fiscal
year, six mandatory normative-regula-
tory courses were taught to all the Insti-
tution's personnel.

Regarding the Scholarship Program,
in the first half of 2023, five out of 13 ac-
tive scholarships were reported as con-
cluded. Thus, during the second half of
the year, nine active scholarships were
followed up in a timely manner.
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9.6 INTERNAL CONTROL
INTERNAL CONTROL SYSTEM

The Audit Committee (CAUD, in Span-
ish) learnt about the Internal Comp-
troller's Work Plan, which included 17
verification visits for the Evaluation of
Internal Control Effectiveness to verify
documentary and electronic evidence
generated from the execution of each
process. However, the Internal Comp-
troller's Office adjusted the Annual
Work Program to 12 verification visits
due to the available work force.

- The Internal Control Effectiveness
Model 2023 was calibrated, which in-
cludes effectiveness components related

Timely Attention of Routine Control Agendas

January-December 2023
2022 vs 2023

N~ N

to the Fraud Risk Management Guide developed by the Com-
mittee of Sponsoring Organizations of the Treadway (COSO).

TIMELY ATTENTION OF ROUTINE INTERNAL
CONTROL AGENDAS

In terms of the provisions of Paragraph 8, Section C, Para-
graph V, of the Guidelines of the Internal Control Institutional
Model (Limici, in Spanish), the Internal Comptroller's Office
reports the timely attention to the Routine Control Agendas
(ARC, in Spanish) and the Regulatory Reporting Agendas
(ARR, in Spanish) by the personnel assigned to the Adminis-
trative Units, obtaining a cumulative average compliance of
98.07% as of December 31, 2023, which represents an increase
of 2.14% from fiscal year 2022.

The performance of timely attention to ARCs during the pe-
riod from January to December 2023 is shown below, com-
pared to the same period of fiscal year 2022:

. ARC 2022

ARC 2023

96.0% | JIAN
97.7% | JIAN
95.5% | FEB
98.4% | FEB
96.4% | MAR
96.8% | MAR
96.1% | APR
97.5% | APR

96.7% | MAY
98.8% | MAY
97.4% | JUN
98.3% | JUN

95.6% | JUL

97.4% | JUL
981% | AUG
95.3% | SEP
98.8% | SEP
95.2% | OCT
98.6% | OCT
95.8% | NOV

The performance of timely attention to ARRs during the period from January to December 2023 is
shown below, compared to the same period of fiscal year 2022. The cumulative average compliance of
96.93% represents an increase of 0.46% when compared to fiscal year 2022.

Timely Attention of Regulatory Reporting Agendas

January-December 2023
2022 vs 2023

@ ~rr2022

98.2% | NOV

ARR 2023

96.6% | DEC

98.3% | DEC

[ ® .U
YK .V.u. ec e .u.u.u.u

p

95.6% | JAN
98.3% | JAN
96.2% | FEB
100.0% | FEB
95.5% | MAR
96.6% | MAR
94.6% | APR
97.5% | APR

96.0% | MAY
98.7% | MAY
96.8% | JUN
96.9% | JUN
96.6% | JUL

91.0% | JUL
94.8% | AUG
94.9% | AUG
97.3% | SEP
95.9% | SEP
97.9% | OCT
97.6% | OCT
97.9% | NOV

95.9% | NOV

98.6% | DEC

100.0% | DEC
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ACTIVATION OF INCIDENTS

IN THE ARCS

During financial year 2023, 517 internal
control incidents were detected due to
the activation of alerts and recorded in
the Internal Control Management Sys-
tem (SACI, in Spanish).

UPDATED RECORD OF RELEVANT
INSTITUTIONAL MANUALS

In response to Article 156, section |, of the
Single Banking Circular (CUB, in Span-
ish), the Internal Comptroller's Office
has a record of the status of substantive
manuals for the Institution’s operation,
which is quarterly reported to the CAUD.

At the end of 2023, there is a universe
of 109 operating manuals, the status of
which is shown herein below:

109 Operating Manuals
Data at December 31,2023

CURRENT

PROCESS
UNDER REVIEW

JOB DESCRIPTION
UNDER REVIEW

UPDATED BY QA

NOT UP-TO-DATE

53
49%
42
38%

9
8%

3
3%

2%

Source: Underdirectorate of Organizational Structure Management - Quality
Management System Administration.

SUPERVISION OF COMPLIANCE WITH THE PROVISIONS
ON INVESTMENT SERVICES

The report on the supervision of compliance with the "Gen-
eral provisions applicable to financial institutions and other
providers of investment services" for January-December 2023
was prepared and submitted to the CAUD and the Board of
Directors (CD), as well as to the CNBV within 20 business days
from the date of submission of the report to the CD, in com-
pliance with the investment services Provisions.

9.7 PREVENTION OF TRANSACTIONS WITH
ILLEGAL PROCEEDINGS AND FIGHTING
AGAINST TERRORISM FINANCING

TRAINING PROGRAM ON ANTI-MONEY LAUNDERING
AND FIGHTING AGAINST TERRORISM FINANCING (ML/FT)

In order to comply with the provisions of the 49t of the Cen-
eral Provisions referred to in Article 115 of the Law of Credit
Institutions, 100% (one hundred percent) of the Institution's
active personnel was trained.

In addition, during the second half of 2023, specialized train-
ing was provided to all Nacional Financiera's business areas
regarding customer knowledge and identification policies.

In order to reach out to all personnel, the Compliance Officer's
Office (in conjunction with the Institutional Cormmunications
Department) disseminated information on ML/FT prevention
regulations with key topics and in simple language. This was
carried out through Internal Communication.

9.8 INTERNAL AUDITS

At the beginning of 2023, the Internal Audit Department
(DAL, in Spanish) incorporated its Annual Work Program (PAT,
in Spanish), which, prior to its execution, was submitted to the
General Director for his consideration, to the Audit Commit-
tee for approval, and to the CNBV for information purposes.

The Program is aimed at conducting audits of substantive
activities of the Institution, especially those related to credit,
financial markets, trusts, risk management, and information
technology, among others, the objective of which, in gener-
al terms, is to verify compliance with the regulations estab-
lished by the CNBV and Banxico, to verify the management
of risks inherent to processes, strengthen the Internal Control
System, and verify control mechanisms implemented in the
computer security model.

In accordance with the foregoing, the Internal Audits activi-
ties during the year included the following.
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AUDITS

Of the 17 scheduled audits, 15 were car-
ried out, plus one unscheduled audit.
Therefore, 16 audits were carried out
(94%) and a regulatory evaluation of
compliance with the technological and
operational controls of the SWIFT oper-
ating the London Branch.

Audits 05/2023-"Market Promotion"
and 11/2023-"Distributed Infrastruc-
ture and Telecommunications" were
canceled, but audit 18/2023-"SPEI-In-
terbank Electronic Payments System"
was conducted, not contemplated in
the PAT 2023, to comply with Circular

No. of audits

14/2017, "Rules of the Interbank Elec-
tronic Payments System," issued by
Banxico, which in its amendment of
December 13, 2022, establishes, among
others, that: "Those Participants other
than those referred to in the preceding
paragraph shall deliver a report with
the characteristics set forth in 74 of the
SPEI Rules [..] which shall be submit-
ted to the Administrator no later than
March 15, 2023."

It should be noted that the CAUD was
informed of the cancellation of the two
audits.

The conducted audits are shown below:

Topic

1 Direct Sales of Securities to the Public

Cetesdirecto. Information Technology and Security,

2 Incident management

1 Financial Agent. Nafin Sustainable Fund (FSN80776)
1 Derivatives Market

1 Risk management

PCredit Process Stage |.- Business Development and Credit
3 File Review; Stage lll.- Implementation and Disbursement,
and Stage IV Normal Recovery; Stage IV: Follow-up and recoveryn

1 Portfolio Rating
1 Fiduciary process
] SPEI Interbank Electronic Payment System

[Sistema de Pagos Electrénicos Interbancarios]

4 Follow-up

Regulatory
Institution

CNBV

CNBV

CNBV
Banxico

CNBV

CNBV

CNBV

Nonspecific

Banxico

CNBV

Audited departments were involved during the audit to inform the audit's results
and added-value proposals that will allow addressing the findings and recommmen-
dations aimed to strengthen the Internal Control System.
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In addition, during fiscal year 2023, 30 observations determined by the Internal
Audit Department were followed up. At year-end, eight observations are still in the
process of being addressed:
Audit ) Consecutive P Customer
Exercise N L }; Audit Name Observation Status ;rcentage Service
- Number rogiess Directorate
Irrevocable Trust
* for Administration, In Process 70% Fiduciar
2018 4 Investment and Source ’ Y
of Payment No. 80680
Accounting and
2021% n Derivatives Market In Process 60% Budgeting and
Market and Treasury
Management
In Process 85%
Internal Comptroller
AFIX FINANCIAL n Process 00%
19 SERVICES SAP.L DE Internal Comptroller
C.V.,, SOFOM E.N.R. I Process . and Financial
2022 85% Intermediaries and
Microcredit
BDT - Transfer
3 Database In Process 80% Internal Comptroller
Directorate of Direct
Direct Sales of Sales of Securities
In Process 0 )
! Securities to the Public 65% to the Public
(Cetesdirecto)
2023
Market and Treasury
R Management;
10 Derivatives Market In Process 60% Financial Markets:
Risk management

*FY2018.-Audit 4, Irrevocable Trust for Administration, Invest-
ment and Source of Payment No. 80680. Observation 1: The
Fiduciary Directorate continues to follow up on the work pro-
gram designed by the Information Technology Directorate
for the implementation of the Integrated Fiduciary Man-
agement System (SIGF, in Spanish), to have a technological
tool that will allow reinforcing the controls established in
the points mentioned above, which are currently carried out
manually.

The Fiduciary Directorate informed that the IT Directorate,
the area responsible for managing the SIGF project, reported
that it is in the implementation stage of 31 functional mod-
ules, with a target date of September 30, 2024.

**EY2021.-Audit 11, Derivatives Market. Observation 1: The Mar-
ket and Treasury Management Directorate informed that a
request was made to the FINASTRA supplier to be able to set-
tle the UDI amounts directly from SIDECA and therefore the

automatic registration in FFON; howev-
er, this depends on the execution of the
contract with the supplier of the new
version of SIDECA, which is managed by
the Information Technology Directorate.
The observation is expected to be com-
pleted by August 30, 2024.

On the other hand, the Accounting
and Budgeting Directorate informed
that the incorporation of the "Procedure
and control of accounting records for
UDI TIIE Swaps transactions" in the Op-
erating Manual for Financial Account-
ing Information and Preparation of Fi-
nancial Statements is in draft form and
is part of section H; however, the com-
prehensive document has not yet been
finalized and is yet to be formalized.
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PARTICIPATION AS NORMATIVE ADVISERS DURING
THE MEETINGS OF THE DECISION-MAKING BODIES
(COMMITTEES)

In compliance with regulatory provisions, DAl participated in
the meetings held by the Comprehensive Risk Management
Committee and the Communication and Control Committee,
as well as in the technical committees of the Risk Participa-
tion Trust (1148-0), the Business Financing Counter-guaran-
tee Trust (8013-9), and the Risk Participation in Bonds Fund
(8068-6), as well with the Fiduciary Business and Sustainable
Finances committees.

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 on a
monthly basis by making the comparison of balances of
the formalized financial information of the previous month
against the preliminary figures registered in the Financial
Information System by determining increases and decreas-
es of the balances and analyzing the origin of the variations.

9.9 INFORMATION TECHNOLOGY

ect Portfolio (Potic, in Spanish) is the set of strategic
and operational projects in Information and Commu-
nication Technologies (ICT) and Information Security (IS)
that the institutions plan to carry out in the next fiscal year.
Among the main novelties of this new agreement is the
focus on the use of open source, agile development, contain-
ers, and inventory of applications to avoid duplication and
promote interoperability; it also distances itself from the pre-
vious agreement mainly in its approach to in-house devel-
opment, open-source software, and collaboration between
entities. In practice, it means an attempt to move away from
proven and functional solutions marketed by technology
providers. The regulation issued by the previous administra-
tion placed a very strong focus on the ICT services contracting
and public bidding processes; although it defined the con-
cepts of open source and free software, it did not use them in
any of its articles.

T he Information and Communication Technologies Proj-

At the end of January-December
2023, the Directorate of Information
Technology consistently executed the
established indicators, obtaining the
following result:

Key annual objective: to maintain the
availability of IT services by providing
comprehensive technological solutions.
To support the operation based on an
IT strategy and governance, motivating
constant technological innovation.

Indicator 1. Incident and/or
support ticket attention.

Key Result 1

Attend incident tickets and/or
service support and institutional
systems under the responsibility
of the Directorate of Information
Technology. 97.7%

Indicator 2. Availability
of IT services.

Key Result 2
Maintain the availability
of IT services. 99.9%

Indicator 3. Compliance in the
execution of the ICT projects of
the portfolio with respect to the
established planning.

Key Result 3

To provide the business with
attention to its needs through
projects and maintenance
aligned with the institutional
strategy, complying with
strategic planning. 99.3%
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_‘ O FINANCIAL RESULTS

Indicator

Overdue portfolio / private sector portfolio
Reserves / overdue portfolio

Financing granted to MSMEs / Financing
to the Private Sector

Financial penetration (Private Sector
Portfolio / GDP) 1/

Financial penetration (Private Sector
Portfolio and Capital Contr./ GDP) 1/

espite the uncertainty economy,
vaars in Ukraine and Israel and
decrease in economic activity
in China, Nafin obtained in 2023 a prof-
it of (11,191) million pesos before taxes;
once the full utilization was made to the
SHCP, and considering the correspond-
ing tax cancellation, there was a net
result of (8,203) million pesos, equiv-
alent to a nominal return on capital of
(23.44%). By the end of the year the equi-
ty capital amounted to a total of 34,990
million pesos, representing 4.2% nomi-
nal growth in comparison with the total
revenue of the previous year. It is worth
mentioning that in this year the Feder-
al Government allocated 11,004 million
pesos to the Institution, and the return
on capital would have been a positive
4.8% without such allocation.
In addition, the Nafin's financial sit-
uation shows solid indicators, including
the following:

Dec. 2022 Dec. 2023
2.97% 1.94%
15.97% 227.32%
69.55% 671%
1.56% 1.64%
1.80% 1.85%

1/ Mexico's GDP for December 2023 is calculated based on GDP for the third quarter of 2023,
adjusted for the variation in economic activity from the same quarter of the previous year.

Civen the balance obtained from the
loan portfolio and securities with the pri-
vate sector, it is estimated that as of De-
cember 2023 the Financial Penetration
index of 1.64% was reached, higher than
the obtained in Decemlber 2022 of 1.56%
(thisindex measures the balance of cred-
it direct and promoted by Nafin to the
private sector, as a percentage of GDP))

Likewise, when considering the previ-
ous balance plus contingent credits and
the capital contributions of the Fund of
Funds, the Financial Penetration index
went from 1.80% in December 2021 to
1.85% in December 2023.

10.1 EVOLUTION OF RISK
OVERDUE PORTFOLIO

t the end of December 2023,
Athe loan portfolio recorded in

the Balance Sheet amounted to
229,086 million pesos and the non-per-
forming loan portfolio at risk was 4,096
million pesos, mainly concentrated in
the portfolios of Credit Programs for
Financial Institutions, for 3,663 million
pesos (89.43%); Business Activity, with
423 million pesos (10.33%), and Former
Employees, for 10 million pesos (0.24%).

10.2 OVERALL BALANCE

s of December 2023, the Institu-

‘ N tion'sassetsamounted to 693,573

million pesos, with an increase
of 130,187 million pesos, equivalent to
23.1%, which are financed with liabilities
of 658,583 million pesos, comprised of
193,970 million pesos of creditors under
repurchase transactions, 350,629 million
pesos of internal debt, 42,890 million
pesos of external debt and other liabili-
ties of 71,094 million pesos. In addition,
stockholders' equity recorded a balance
of 34,990 million pesos.

Moreover, Nafin has a Financial
Agent balance of 271,781 million pesos,
an amount representing a decrease of
66,082 million pesos during the year
which amounts to 19.6%; furthermore,
the balance for stand-by guarantees
reached 97,020 million pesos, which is
a decrease of 9.4% comypared to previ-
ous year.
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Approach to Action

INTERNAL
CONTROL BODY

With the publication in the Official Ga-
zette of the Federation (DOF, in Spanish)
of the reform to the SFP's Internal Regu-
lations on September 4, 2023, two types
of internal control bodies were created:
Specialized and Specific. The ascribed in
Nafin correspond to the Specific body,
therefore it is now known as Specific In-
ternal Control Body (OICE, in Spanish)
in Nacional Financiera, an authority that
carries out its functions in accordance
with the guidelines of the SFP, an entity
on which its head depends hierarchical-
ly and functionally, as well as the heads
of the Internal Audit, Development and
Improvement of Public Management;
Claims, Complaints, and Inquiries; and
Responsibility and Accountability areas.

The OICE bases its actions on Article
44 Bis 1 of the Law of Credit Institutions
which, as of the 2014 financial reform,
establishes the scope of action to carry
out the control, evaluation, and surveil-
lance of the administrative provisions
applicable to development banking on:

- Budget and fiscal responsibility;

- Procurements derived from
the Public Sector Procurement,
Leasing, and Services Law, and
the Public Works and Related
Services Law;

- Conservation, use, destination,
assignment, disposal, and
cancellation of real and personal
property;

- Administrative responsibilities
of public officers, and

- Information Access
and Transparency.

Based on the Guidelines issued by SFP, the 2023 Annual
Work Plan was prepared, considering the type of actions to
be carried out by the OICs.

11.1 INTERNAL AUDIT, DEVELOPMENT,
AND IMPROVEMENT OF PUBLIC MANAGEMENT

scheduled, which were carried out using information
and communication technologies for work sessions
and meetings and the like, to minimize contact and the risk
of contagion of the SARS-CoV-2 virus among the public offi-
cers involved.
As scheduled at the end of 2023, the eight audits and their
four follow-ups were completed.

For 2023, eight audits and four quarterly follow-ups were

ithin the framework of the powers set forth in the

11.2 CLAIMS, COMPLAINTS, AND INQUIRIES AREA
W Internal Regulations of the SFP and in the General
Law of Administrative Responsibilities, the follow-

ing actions were carried out in the Area:

COMPLAINTS

During FY2023, 50 files were filed and processed. In addition
to these, investigation of 14 cases that were in process at the
beginning of the year continued, of which two corresponded
to 2021 and 12 to 2022.

Therefore, in the reported period, a total of 64 complaints
were processed, of which 46 were concluded (two dated from
2021, 1 from 2022, and 33 from 2023) as follows: 34 were filed
for Lack of Elements, one was attracted, and 11 were handed
to the Responsibilities Area.

Finally, at the end of 2023, 18 files remained in the pipeline,
one from 2022, and 17 from 2023.
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CITIZEN REQUESTS

From January to December 2023,
37 citizen petitions were received, of
which 34 were answered and three re-
mained pending. It should be noted
that in the year under report there was
an increase in the number of petitions,
most of which were related to the pro-
vision of medical services provided by
the Institution.

LEGAL COUNSELING

During 2023, the staff of the Claims,
Complaints, and Inquiries Area provid-
ed advisory services on 562 occasions,
through e-mail, face to face, or by tele-
phone. Since a large percentage of
this was related to asset declarations,
the number of advisory services was
increased as of April, prior to the pre-
sentation of the Modification of Asset
Declarations of the public servants that
make up Nafin.

STATEMENT OF MODIFICATION OF
ASSET DECLARATIONS

For yet another year, 100% of Nafin's
public officers (944 in total) were re-
quired to submit their asset declara-
tionsin May, in the form of Modification,
a commitment that was fulfilled in the
month set in the General Law of Ad-
ministrative Responsibilities.

INVESTIGATION PROCEDURES
AGAINST INDIVIDUALS OR LEGAL
ENTITIES FOR VIOLATIONS

OF PROVISIONS ON PUBLIC
PROCUREMENT

During the reporting period, five com-
plaints were received, of which two
were pending at the end of the year.

11.3 ADMINISTRATIVE RESPONSIBILITIES

ithin the framework of the legal and regulatory
W powers and attributions conferred to the Respon-

sibilities Area, it is responsible for: to conduct and
resolve the administrative proceedings of responsibilities for
non-serious administrative offenses committed by public
servants of the Institution, to conduct the proceedings of re-
sponsibilities for serious misconduct and refer them to the
Federal Court of Administrative Justice for their resolution,
to resolve the complaints filed for acts that contravene legal
provisions in Mmatters of public contracting and to sanction
individuals or legal entities for violations to such provisions, to
conduct the legal defense of the matters under the jurisdic-
tion of the Internal Control Body and those others that may
be assigned to it. According to such powers, in the period
from January to December 2023, the following actions were
carried out:

ADMINISTRATIVE RESPONSIBILITY PROCEDURES

During the reporting period, six administrative liability
proceedings were initiated for non-compliance with the
obligations set forth in the General Law of Administrative
Responsibilities, by public servants of the Institution as well
as by three legal representatives.
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Of the proceedings initiated, four
were sanctioned against an equal
number of persons who worked in the
Institution and who, upon leaving their
employment, position or commission,
failed to comply with the obligation to
hand over the resources assigned for
the exercise of their functions, the mat-
ters in their charge and their status, as
well as the corresponding documenta-
ry information and files; and one was
sanctioned for negligence in the fulfill-
ment of their functions. In all cases the
sanctions are final.

On the other hand, one of the admin-
istrative liability proceedings initiated
corresponds to acts of individuals al-
legedly related to serious misconduct,
which is currently being processed.

Likewise, five cases were dealt with
regarding the untimely presentation
of the asset declaration and interest by
public servants of the Institution, and
in all cases, in accordance with Article
101 of the General Law of Administra-
tive Responsibilities, the abstention to
initiate administrative proceedings of
responsibilities was determined.

NON-CONFORMITIES REGARDING
PUBLIC PROCUREMENT

During the period, three complaints
were received, filed against the con-
tracting procedure of the National
Electronic Public Bidding, called by Na-
cional Financiera, S.N.C, I.B.D., for the
provision of the service of administra-
tion and granting of integral medical
attention, regarding which the SFP, in
exercise of its power of attraction, deter-
mined its referral so that its processing
and resolution would oversee the Sec-
retariat itself.

The recurring reasons for disagree-
ment refer to the stage of evaluation
of the participants' proposals and the
issuance of the awards.

Likewise, a disagreement was re-
ceived against the decision issued by
Nacional Financiera, S.N.C., I.B.D, in
the contracting procedure by direct
award for the provision of the "Struc-
tural Safety Report Issuance Service,"
which was dismissed as there were no
grounds found.

LEGAL DEFENSE AND LITIGATION

During the reporting period, attention
and follow-up was given to five nulli-
ty suits filed before the Federal Court
of Administrative Justice: one against
the resolution issued in a non-confor-
mity proceeding, which is concluded,
determining the validity of the resolu-
tion issued by this OICE; one against a
bidding procedure convened by Nafin
in its capacity as trustee of the Pen-
sion Fund Trust of the Banrural System
(Fopesiban, in Spanish) in which the
OICE is not the responsible authority,
which was concluded, determining the
dismissal due to inadmissibility; one
against the determination of conclu-
sion and filing of a complaint issued
by the Claims, Complaints, and Inquir-
jes Area, which was concluded and
dismissed as inadmissible; and two
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against resolutions imposing admin-
istrative sanctions, both of which have
been concluded, one of which was de-
termined to be null and void and the
other to be dismissed as inadmissible.

Likewise, we attended and followed
up on three indirect appeals, which
have been concluded, and in all cases
were dismissed as inadmissible as far
as this OICE is concerned.

In addition, two direct appeals have
been attended and followed up: one
filed against the judgment issued in
the nullity trial that recognized the
validity of the resolution issued by the
OICE when resolving a disagreement,
which was concluded by determining
to grant the amparo in order for a new
judgment to be issued by the Fed-
eral Court of Administrative Justice,
and one filed against the judgment of
said court that declared the inadmis-
sibility of the nullity trial against the
determination issued by the Claims,
Complaints, and Inquiries Area in the
conclusion of the investigation stage,
which is being processed.

On the other hand, attention and
follow-up was given to four appeals
under review: three have been con-
cluded as they were dismissed with
respect to this OICE, and one related
to the reinstatement of the ruling in
a bidding procedure carried out by
Nafin in its capacity as Fiduciary of
Fopesiban, which is currently being
processed.

Two appeals for tax review were filed
against the rulings issued by the Fed-
eral Court of Administrative Justice
in the lawsuits in which it declared
the nullity of the administrative res-
olutions issued by the OICE, both of
which are pending judgment.

TRANSPARENCY AND ACCESS TO INFORMATION

ANNUAL REPORT 2023

From January to December 2023, the OICE, as a regulated
entity under the Federal Law of Transparency and Access to
Public Information, responded in due time and manner to
280 requests for access to information.

As a member of the Institution's Transparency Commit-
tee, in the same period, the OICE participated in the fol-
lowing actions:

=2

<
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Sixteen Committee sessions were held in
which 16 responses to an equal number of
requests for access to information were an-
alyzed. The corresponding resolutions were
issued, confirming, or modifying the clas-
sification of confidentiality of the informa-
tion proposed by the areas, or confirming
the incompetence to address the request,
according to the procedures applicable to
each case.

Six appeals for review filed with the INAI
were handled and two resolutions issued
by said institute were complied with.

In order to comply with transparency ob-
ligations, we reviewed and approved the
public versions proposed by various areas
of the Institution regarding 120 contracts,
21 amendment agreements, 37 minutes of
the Advisory Councils,and one audit report.

The Annual Report on the Archival Devel-
opment Program 2022 was approved and
the Annual Program for 2023 was autho-
rized.

The update of the Index of Files Classified
as Restricted was authorized for the sec-
ond half of 2022 and the first half of 2023.

The Modification of the Training Program
on Transparency, Access to Information,
Protection of Personal Data and Related
Topics-2023 was approved.
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INSTITUTIONAL AND INDIVIDUAL ACCOUNTABILITY
PROCEDURE

As a result of the publication of the "General Guidelines for
the Regulation of Accountability Procedures of the Federal
Public Administration" in the DOF on July 11, 2023, the ac-
tivities, and actions to be carried out, as well as the terms
and deadlines, were analyzed and studied. As a results, the
following actions were carried out:

The designation of the Responsible Insti-
tutional Coordinator (RIC) was promoted
before Nafin's General Directorate and an
opinion was reviewed and issued on the
@ draft designation official letter. On July 19,
2023, the RIC was appointed and on July
25 the OICE and the Human Resources

Policy Unit of the APF-SFP were notified
of the appointment.

The Administration and Finances Unit
was asked for a progress report on the
preparation of the list of public servants
required to submit a handing-over report

or individual management report, based
on which the Institution prepared this list,
which was forwarded to the Audit Com-
mittee and sent to the SFP, following the
opinion of the OICE.

The alignment of Nafin personnel posi-

tions was requested in relation to the hi-
007 erarchical groups established in the Per-
ception Manual for Public Servants of the
dependencies and entities of the Federal
Public Administration (APF).

Support was provided to the RIC team
for the integration of the Schedule of Ac-
tivities, so that on August 8, 2023, the RIC
submitted in due time and form to the
OICE and the SFP the Schedule of Activi-
ties that integrates the three stages of the
Government Management Report.

]
(111

A virtual meeting was held with
the head of the Human Re-
sources Policy Unit of the Fed-
eral Public Administration (UP-
RHAP, in Spanish) of the SFP,
the personnel involved in the ac-
countability procedures of Nafin
and Bancomext, as well as the
personnel of both OICE, to facil-
itate both the attention of said
procedures and the resolution of
any doubts that may have aris-
en. Such meeting has held on
August 9, 2023.

The OICE also took part in the
formalization of 70 individual
administrative hand-over docu-
ments for the same number of
public servants of the Institution
who left their jobs, positions, or
assignments, assisting in the in-
tegration and review of the cor-
responding certificate.

ANNUAL REPORT 2023

60



@ nacional financiera

ANNEX

Millions of pesos at the end of the year

CONCEPTS

Total Assets

Finance Agent Portfolio
1=t -Tier Credit Portfolio
27 -Tier Credit Portfolio
Total Credit Portfolio

Equity Investment at Enterprises
Equity Investment at Developers

Stock Equity Investment
Internal Debt

External Debt

Preventive reserve for credit risk
TOTAL PASSIVE

Accounting Capital

Assets in trust or under mandate

Endorsement Debtors and other Contingent Liabilities

Net Profit (Loss)
Capitalization Level (%)

RAISING IN LOCAL CURRENCY *

(Millions of pesos)

INSTRUMENT

Stock Exchange Certificates

PG's Nafin

New Instruments

Time Deposits in National Currency
Various Deposits

Total

* It does not include interest

TOTAL EXTERNAL DEBT
BALANCE AS OF DECEMBER 31

(Millions of dollars)
CONCEPTS

I. Direct Debt
A. Deposit Certificates (London)
B. Green Bond
C.Yen Bond
D. Multilateral Agencies
E. Private Bank, Eximbank's and Suppliers
Accrued Interest
Total

ANNUAL REPORT 2023

NACIONAL FINANCIERA

IMPORTANT FIGURES

NACIONAL FINANCIERA, S.N.C., RELEVANT FIGURES

2015 2016 2017 2018 2019 2020 2021 2022 2023
395158 515,075 529,082 597,605 567,786 623156 519,209 563,386 693,573
109 94 65 29 9 0 0 0 0
43730 66,299 63,004 73,566 60,304 54,803 60,548 69,446 63,467
127,863 147,920 165,390 186,037 165,637 166,609 129,024 141,918 165,619
171,702 214,313 228,459 259,632 225950 221,412 189,572 21364 229086
6,514 8,010 8,952 9,950 10,63 10,608 11,982 1,608 10,347
1532 1,539 1637 1638 1732 1784 1,851 1946 2,059
95 59 269 180 295 30 48 42 43
184,342 213,222 214,351 231,099 237,601 244572 241753 269,313 350,629
44,054 63,533 71927 79944 71,823 67,909 63,279 55,945 42,890
(3,999) (4,464) (4,511) (3.971) (4,047) (5.244) (7,808) (6,814) (9,312)
371,062 488,365 497,638 562,050 529,860 582,652 480,829 529,821 658,583
24,096 26,710 3444 35,554 37,926 40,504 38,380 33,565 34,990
1403376 1544545 1725173 2099988 2073843 1976502 2157475 2,360,837 2,556,758
64,414 53,520 235458 260974 191,074 218,927 269,266 218,243 213,230
1254 1321 1,502 2,439 2272 4228 6,668 7,771 -8,203
136 133 145 145 170 185 202 16.8 184
2015 2016 2017 2018 2019 2020 2021 2022 2023
40,000 50,524 56,698 59,491 64,765 60,089 75,660 7717 95,560
87,587 108970 79575 149163 146,266 150,606 142,471 161,489 179,904
127,587 159,494 136,274 208,654 211,031 210,694 218,070 233,206 275,464
41153 7153 5153 5153 10,523 - - - -
3 1129 1,505 1637 323 2,655 133 974 26215
168,747 167,775 142,932 215,444 221,876 213,349 218,203 234,180 301,679
2015 2016 2017 2018 2019 2020 2021 2022 2023
255020 307630 365230 405960 380100 340935 308395 2,86419 2,521.79
1139.50 138740 206670  2274.80 177930 196222 147184 186460 149793
500.00 500.00 500.00 500.00 500.00 - - - -
- - 222.00 227.80 23010 24218 21725 13.55 =

6.30 450 3.30 150 0.50 - - - -
904.40 1184.40 860.30 1,055.50 129110 120495  1394.87 88605  1023.86
3.80 490 570 8.50 6.40 166 1.70 348 614
2,554.00 308120 365800 406810 380730 341101 308565 286768 252793

61



@ nnnnnnn | inanciera ANNUAL REPORT 2023

ANNEX B

REPORT ON CONSOLIDATED
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Av. Paseo de la Reforma 295 — Piso 8

Col. Cuauhtémoc, Del. Cuauhtémoc, C.P. 06500
I ' lazaTS Ciudad de México, México
Independent auditor’s report

To the Board of Directors
Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo

Opinion

We have audited the accompanying consolidated financial statements of Nacional Financiera, S.N.C.,
Instituciéon de Banca de Desarrollo and Subsidiaries (the Institution), which comprise the consolidated
statement of financial position as of December 31, 2023, and the consolidated statement of comprehensive
income, consolidated statement of changes in stockholders’ equity and consolidated statement of cash
flows for the year then ended, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements, as of and for the year ended
December 31, 2023, have been prepared, in all material respects, in accordance with the Accounting
Criteria for Credit Institutions in Mexico (the Accounting Criteria), issued by the National Banking and
Securities Commission (the Banking Commission).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (ISAs). Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are independent of the Institution in accordance with the Code of
Professional Ethics issued by the Mexican Institute of Public Accountants (IMCP) together with other
ethical requirements that are relevant to our audits of financial statements in Mexico, and we have fulfilled
our other ethical responsibilities in accordance with such requirements. We believe that the audit evidence
we have obtained is sufficient and appropriate to provide a basis for our opinion.

Other matters

The consolidated financial statements as of December 31, 2022, and for the year then ended, were audited
by other public accountants, who issued their unqualified opinion on March 10, 2023, and are presented for
comparative purposes only.

Key audit matters

Key audit matters are those that, in our professional judgment, were of most significance in our audit of the
consolidated financial statements as of and for the year ended December 31, 2023. These matters were
addressed in the context of the audit of the consolidated financial statements as a whole, and in forming
our opinion thereon, and we do not provide a separate opinion on these matters. For each key audit matter,
the following is a description of how it was addressed in our audit.
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Key audit matter

]How matter was addressed in the audit

financial statements.

Valuation of loan portfolio - preventive allowance for credit risk. See Note 9 to consolidated

The preventive allowance for credit risk of
commercial loan portfolio is determined in
accordance with a methodology based on the
classification and rating rules provided by the
Banking Commission. Verification of the
determination of such allowance requires
assessing the integrity and relevance of the
data base over which the criteria for assessing
the credit standing of debtors are applied. In
like manner, assessing the allowance requires
verification of qualitative and quantitative
factors used by the Institution for assessing the
recoverability of the loan portfolio and
compliance with the appropriate accounting
criteria.

Such matter involves significant Management
estimates, hence we have determined the
preventive allowance for credit risk as a key
audit matter.

Assessment of such allowance is based on
criteria provided by the Banking Commission,
hence our review included the reprocessing of
the calculations for verifying the application of
such criteria by Management, including
qualitative and quantitative factors used. In lie
manner, we reviewed the integrity and
relevance of the data base used in the
calculations and compared the results obtained
in our tests with the information provided by the
Institution. For this process we had the
participation of our IT and loan portfolio
valuation specialists.

The aforementioned review was based on our
previous evaluation of internal control related
to the loan portfolio and to the preventive
allowance for credit risk.

Key audit matter

[How matter was addressed in the audit

Derivative financial instruments. See Note 8 to the financial statements.

Valuation of derivative financial instruments is
made based on the initial assignment, which
determines the accounting treatment and
presentation in the financial statements. Such
valuation requires the application of complex
models involving significant judgment by
Management and collating information from
several sources.

Accounting for derivative financial instruments
assigned for hedging purposes requires the
periodic testing of the effectiveness of such
instruments, which requires the participation of
specialized personnel.

Therefore, we have determined the
assignment, valuation, and presentation of
derivative financial instruments as a key audit

matter.

Review of financial instruments included the
participation of our specialists for assessing,
based on random testing, the fairness in the
valuation, accounting treatment and
presentation in the financial statements.

Our audit procedures included the study and
evaluation of the internal control system set by
the Institution necessary for ensuring the
assignment, valuation, and presentation in
accordance with the Accounting Criteria.

Furthermore, our audit included the
understanding of models and tools used by
Management and verification of the
effectiveness of such instruments.
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Responsibilities of management and those charged with governance for the Institution in
connection with the consolidated financial statement.

Management is responsible for the preparation of the accompanying consolidated financial statements in
accordance with the Accounting Criteria applicable to credit institutions, issued by the Banking
Commission, and for such internal control as Management determines necessary to enable the preparation
of the consolidated financial statements that are free from material misstatement, whether due to fraud or
error.

In preparing the consolidated financial statements, Management is responsible for assessing the
Institution’s ability to continue as a going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting, unless Management either intends to liquidate
the Institution or to cease operations, or has no realistic alternative but to do so.

Those charged with governance of the Institution are responsible for overseeing the financial reporting
process of the Institution.

Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements of
the Institution as a whole are free from material misstatement, whether due to fraud or error, and issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but it is not a
guarantee that an audit conducted in accordance with International Standards on Auditing will always
detect a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users on the basis of these consolidated financial statements.

As part of an audit in accordance with International Standards on Auditing, we exercise professional
judgment and maintain professional skepticism throughout the audit. We also:

- ldentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Institution’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Management.

- Conclude on the appropriateness of Management’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Institution’s ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’'s report. However, future events or conditions may cause the Company to cease to continue
as a going concern.
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- Obtain sufficient and appropriate audit evidence related to the financial information of the
subsidiaries to express an opinion on the consolidated financial statements.

We communicate with those charged with Governance of the Institution regarding, among other matters
the planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

We also provide those charged with Governance with a statement that we have complied with relevant
ethical requirements regarding independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and where applicable related
safeguards.

From the matters communicated with those charged with Governance of the Institution, we determine those
matters that were of most significance in the audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe such matters in our auditor’s report.

Mexico City, México
March 13, 2024
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ASSETS

CASH AND CASH EQUIVALENTS (Notes 3 and 5)

MARGIN ACCOUNTS (DERIVATIVES)

INVESTMENTS IN FINANCIAL INSTRUMENTS (Notes 3d and 6)

For raing

Fot collecting or saling (secuntes) (net)

For collecting principal and interes!

DEBTORS ON RESELL
and T)

DERIVATIVES FINANTIAL INSTRUMENTS (Notes 31 and 8
Trading purposes

TS NET (Notes 3a

Hedging purposes.
VALUATION ADUUSTMENT FROM HEDGING OF FINANCIAL ASSETS
LOAN PORTFOLIO WATH CREDIT RISKS STAGE 1 {Notes 3h and §)
| loans
Business of commercial actrvies
Firancial enttes
Govermmant enttes
Consumer loans.
Ressdental mongage oans
Medusm-sare and residential
TOTAL LOAN PORTFOLIO WATH CREDIT RISKS STAGE 1
LOAN PORTFOLMD WATH CREDIT RISKS STAGE 2 (Notes 3n and &)
aans
Business. or commercial sctvties
Financial entties
Consumer loans
mongage oans
Medum - sie and residential
TOTAL LOAN PORTFOLIO WATH CREDIT RISKS STAGE 2
LOAN PORTFOLIO WATH CREDIT RISKS STAGE 3 (Notes 3h and 8)

Business of commercial actyiies
Financial enttes
Icars

Resentiad morigage oans
Mediam sire and residential
TOTAL LOAN PORTFOLIO WATH CREDIT RISKS STAGE 3
LOAN PORTFOLIO
{+/-) DEFERRED ITEMS

PREVENTIVE ALLOWANCE FOR CREDIT RISKS (Notes 3 and §d)
TOTAL LOAN PORTFOLIO. NET

OTHER ACCOUNTS RECEIVABLE. NET (Notes X and 10)
ADVANCED PAYMENTS AND OTHER ASSETS. NET

PROPERTY, FURNITURE AND EQUIPMENT, NET (Notes 3 and 12)
ASSETS FOR RIGHTS TO USE PROPERTY. FURNITURE AND
EQUIPMENT, NET

PERMANENT INVESTMENTS (Notes 3m and 13)

DEFERRED INCOME TAX ASSET, NET (Notes 3o and 20b)
INTANGIBLE ASSETS, NET

TOTAL ASSETS

The accompanying explanatory notes form an integral part of this financial statement

NACIONAL FINANCIERA, S.N.C.
INSTITUCION DE BANCA DE DESARROLLO
Insurgentes Sur No. 1971, Ciudad de México
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2023 AND 2022

(Million of Mexican pesos)

2023 02
5 139,860 3 60,220
0 -
205144 $ 1250
0855 73666
11,47 237226 11,183 247 738
47,320 ird
G A54 11,793
2857 1251 2BE7 14,660
854 161
48 488 L] 49,570
155511 133842
18,140 1% 18,481 201 893
13 15
&1 73
FZ7EIE) 201 981
2775 33e
- 2178 167 3503
1 1
1 2
armn 2508
423 Azt
e85 4.088 pECiY 5,868
4 3
8 5
4 0o saTe
279088 211,363
L]
—_—ey ___ {1570m
205847 186,085
2180 11658
793 1745
1,404 1,402
5 5
2668 2ear
1850 2082
7 1
E63.728 5 m,g 1

WABILITIES AND STOCKHOLDERS' EQUITY

DEPOSIT FUNDING (Notes 3p and 14)
Time deposts
Monay mariet
Dott secisibes naued (Notes 15 and 16)
INTERBANK LOANS AND LOANS FROM OTHER AGENCIES (Notes 3rand 7)
Due on demand

Short-term

Lang-term
REPURCHASERESELL AGREEMENTS (Notes 3a and 7)
COLLATERALS SOLD OR PLEDGED (Notes 3¢ and 7)

Repurchase/ressll agreements (credd balance)
DERIVATIVE FINANCIAL INSTRUMENTS (Notes 3 and 8)
Trading purposes
Hedging

purposes
WALUATION ADJUSTMENTS FROM HEDGING FINANCIAL LIABILITIES
LEASE LIABILITY
OTHER ACCOUNTS PAYABLE (Nole 18)
Credéors on setfiement ransactons
Cragors for margin sccounts
Crediors on collaterad recened in cash
Contributions payable
Sundry creditons and other sccounts payabie
INCOME TAX PAYABLE (Note 20)

EMPLOYEE BENEFITS LIABILITY (Nates 3s and 18}
DEFERRED LOANS AND ADVANGE PAYMENTS.
TOTAL LIABILITIES

STOCKHOLDERS' EQUITY (Noles 3 and 21)

PAID-IN CAPITAL

Capital siock

‘Contributons for future capial increases icomalized by the Board of Directors.
Prasd stock premium

EARNED CAPITAL

Statutory reserves

Accumulated resuts

Other comprehensive Mcome:

Valuation of financis! instrumaents for collecting and selkng
Varation of cash fiow hedge nstruments
Remeasurament of defined empiayee baneft

Effects of valuation in associate and affiute comparses
CONTROLLING INTEREST

NON-CONTROLLING INTEREST
TOTAL STOCKMOLDERS EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

2023

(46}

454
(1.694)
129

188040

st

18,808

20,456
10,835

10,387
12129

Y

15
(Z2524)

ARE

50,199
193870
47 208

13827
(ood)
5

5.5

2078
22

27170

147 068
— s
11,209

35M
26 461

11800
0548

10,387
3326

31888

s
(14320

258,468

45,581

(19.364)
34,000

1565

MEMORANDUM ACCOUNTS (Notes Iy and 221
Contngent sssets and latsities 3
Loan commements.
Assets placed in rust of under mandate
Trusts 2178705
Marcates 1068273
Fadersl Goverrment Financial Agent
Assels in custody of under adminstraton
Collateral recewed by the entity (Notes 3e and T)
Collateral recened and sokd of as
guaraniee by the entity (Noles 3a and 7)
Interest accrued but nol collected rom past-due
lcan portioka with credd rsks stage 3
Other memorandum accounts

B4.186
262,506
2284578
271,781
ST M
a7

anT

14
113213

2010656

12318

77 468
311 244
2022974
37 853
760 994
[ -&-]

62223

192
108277

These consolidaled statements of financial position were prepared in accordance with the Accounting Criteria for Credit Institutions issued by the National Banking and Securities Commission pursuant to Articles 99, 101 and 102 of the Law of Credit
Institutions, which are general and mandatory and were consistently applied. These consolidated statements of financial position reflect the transactions carried out by the Institution, as of the dates mentioned above, which were carried out and valued in
accordance with sound banking practices and the applicable legal and administrative provisions

The above const d stat
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(12.016)
33565

1,743

35,308
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INSTITUCION DE BANCA DE DESARROLLO
nacional hinanciera Insurgentes Sur No. 1971, Ciudad de México
Banca de Desarrollo CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
YEARS ENDED DECEMBER 31, 2023 AND 2022
(Millions of Mexican pesos)

2023 2022

Interest income (Note 3v) $ 43,632 $ 30,194
Interest expense (37,382) (25,089)
FINANACIAL MARGIN $ 6,250 $ 5,105
Preventive allowance for credit risks (Note 3i) (4,435) (7,512)
FINANCIAL MARGIN ADJUSTED FOR PREVENTIVE

ALLOWANCE FOR CREDIT RISKS 1,815 (2,407)
Commissions and rates income (Note 23) 4,885 4,547
Commissions and rates expenses (Note 23) (187) (204)
Financial intermediation result (Note 23) (534) (425)
Other operating income (expenses) (Note 23) (10,772) (7,351)
Administration and promotional expenses (Note 23) (3,848) (10,456) (2,937) (6,370)
OPERATING RESULT (8,641) (8,777)
Equity method in net result of other entities 17 39
RESULT BEFORE INCOME TAXES (8,624) (8,738)
Income taxes (Note 20a) 240 848
RESULT FROM CONTINUOUS OPERATIONS (8,384) (7,890)
Discontinued operations e Z
NET RESULT 8.384 (7,890)
Other comprehensive income

Valuation of financial instruments for collecting or selling (112) 44

Valuation of cash flow hedge derivatives 288 68

Remeasurement of defined employee benefits 636 (364)

Effects of valuation in associate and affiliate companies 12 824 (39) (291)
COMPREHENSIVE RESULT $ (7.560) $ (8,181)
Net result attributable to:

Controlling interest $ (8,202) $ (7,772)

Non-controlling interest (182) (118)

Comprehensive result attributable to:
Controlling interest (7,378) (8,063)
Non-controlling interest (182) $ (7,560) (118) § (8,181)

The accompanying explanatory notes form an integral part of this financial statement.

These consolidated statements of comprehensive income were prepared in accordance with the Accounting Criteria for Credit Institutions issued by
the National Banking and Securities Commission, pursuant to Articles 99, 101 and 102 of the Law of Credit Institutions, which are general and
mandatory, and were consistently applied. These consolidated statements of comprehensive income reflect income and expenses arising from
transactions recorded during the abovementioned period, which were carried out and valued in accordance with sound banking practices and the
applicable legal and administrative provisions.

Tfl}e above consolidated statements of comprehensive income were approved by the Board of Directors under the responsibility of the undersigned
officers.
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NACIONAL FINANCIERA, S.N.C.
INSTITUCION DE BANCA DE DESARROLLO
Insurgentes Sur No. 1971, Ciudad de México
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’® EQUITY
YEARS ENDED DECEMBER 31, 2023 AND 2022

(Millions of Mexican pesos)

Coniibsbees S
Huture capital
Increases authorized Valuation of financial of | Emects of
by the Board of Paid stock Statutory Accumulated instruments for | Valuation of cash Nlow | defined in
Directors reserves (LT | collecting or selling | hedge derivatives benefds atfiliate interest oquity
39,638 $11564 $21,083 $3,118 (36,472 (35} 5108 (81.968) 51318 338,380 51,829 | 540,209
hange: - - - . o - - - 1 - ®1
ADJUSTED BALANCES AT DECEMBER 31, 2021 9838 11,584 21,053 318 {6,563 z 108 (1,566 1,318 38,289 182 40118
CHANGES RESULTING FROM STOCKHOLDERS® RESOLUTIONS.
Capital contributions - 3326 - 3328 33
= of for future T4 {11,564 10815 . .
Total 749 18,238 10815 - 33 1328
Tax aftects from peice yaars 13 13 13
COMPREMENSIVE RESULT
Het result (78901 L - (7,890 (7,800,
Other comgrehensive resut - a“ =] 364 39 28 (71}
Valustion of financial instruments for coiscting o salling “ - . “ r
Valuation of cash fiow hedge nstruments -} . L &
Remsasurement of defined empioyes beneMs (284, - (364 {364
Viluation eflects on assocaled and afflates. - [ (e (£
Total {7860 44 8 (384 (% (6.181 - (8,181
Non-controlling nterest . - . 18 - 18 85, 2
[Balance at Decomber 31, 7022 $10,387 3,37 131868 33,118 [ | [0 3176 #2.330) 313 333588 31743 335,308 |
CHANGES RESULTING FROM STOCKHOLDERS' RESOLUTIONS:
Captal confributions. LR ) 8803 8803
Total 8,803 8803 8,803
COMPREHENSIVE RESULT:
et resut (8,384 . - {B,384) (B.384
Other comprenensive fesuts - (12 28 3% 12 824 B24
Valuation of Snancial instruments for coliecting or seling (12 * - 12y iy
Wl i cash fow hedge - 288 - 288 288
Remeasurement of define empioyee benefits 66 - (.22 636
Valuabon eflects on asscciated and afliates - . 12 12 12
Total (8.384) {112 88 636 L+ (7580, - (7.560
Non-controfing inberest A + 182 < s 182 {178 4
[Blance wt December 31, 7033 310,387 [IFXEL] 1868 33,118 iz s (2T (31,854 31,291 334,850 31,888 336,588

The accompanying explanatory notes form an integral part of this financial statement

These consolidated statements of changes in stockholders’ equity were prepared in accordance with the Accounting Criteria for Credit Institutions issued by the National Banking and Securities Commission, pursuant to Articles 99, 101 and 102 of the
were consislently applied. These consolidated statements of changes in stockholders’ equity reflect all movements in stockholders' equity accounts arising from transactions conducted

Law of Credit Institutions, whigf\ are general and mandatory al

by the Institution during the a vemer itipned period, which were carried out and valued in accordance with sound banking praclices and the applicable legal and administrative provisions

equity were approved by the Board of Dimdag
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NACIONAL FINANCIERA, S.N.C.
INSTITUCION DE BANCA DE DESARROLLO
Insurgentes Sur No. 1971, Ciudad de México
CONSOLIDATED STATEMENTS OF CASH FLOWS’
YEARS ENDED DECEMBER 31, 2023 AND 2022
(Millions of Mexican Pesos)

D

nacional hinanciera
Banca de Desarrollo

2023 2022
Operating activities
Result before income taxes $ (8,624) $ (8,738)
Adjustments for items associated with investin ivities:
Effects of changes in value of cash and cash equivalents 62

39

Depreciation of property, furniture and equipment 41
Equity method of unconsolidated subsidiaries and affiliates 185 80
Other adjustments for items associated with investment activities 1,066 1,270 699 882
Adjustments for items associated with financin ivities:
Interest associated with interbank loans and loans from other entities (2.702) (2,702) (1,385) (1,385)
Operating activities:
Change in margin accounts (derivative financial instruments) (48) 148
Change in investments in financial instruments (securities) (net) 9,538 15,432
Change in debtors and repurchase/resell agreements (net) (47,088) (232)
Change in derivative financial instruments (assets) 1,494 (3,835)
Change in loan portfolio (net) (13,782) (19,128)
Change in other accounts receivable (net) 2478 (1,025)
Change in other operating assets 1,303 (728)
Change in deposit funding 60,552 21,580
Change in interbank loans and loans from other entities 7.475 (5,029)
Change in creditors on repurchase/resell agreements 13,428 33,062
Change in collateral sold or pledged 47,2686
Change in derivative financial instruments (liabilities) (4,337) 1,954
Change in other operating liabilities 414 (94)
Change in assets/liabilities for employee benefits (802) 2,878
Change in other accounts payable 7,315 {8,684)
Payments of income taxes (23) (6)
Net cash flows from operating activities 85,183 36,293
Investing activities
Payments for acquisitions of property, furniture and equipment (36) (36)
Proceeds (payments) from disposal (purchase) of subsidiaries and
associates, joint ventures and other permanent investments 178 {21)
Collection of cash dividends from permanent investments - 42
Other collections for investment activities 51 *
Net cash flows from investing activities 193 (15)
Financing activities
Contributions for future capital stock increases 8,803 3.326
Net cash flows from financing activities 8,803 3,328
Met increase in cash and cash equivalents 84,123 30,363
Effect of changes in value of cash and cash equivalents (4,483) (62)
Cash and cash equivalents at beginning of period 60,220 29,918
Cash and cash equivalents at end of period $_ 139,860 $_ 60,220

The accompanying explanatory notes form an integral part of this financial statement.

These consolidated statements of cash flows were prepared in accordance with the Accounting Criteria for Credit Institutions issued by
the National Banking and Securities Commission, based on Articles 99, 101 and 102 of the Law of Credit Institutions which are of general
and mandatory nature and have been applied on a consistent basis. Accordingly, they reflect all cash inflows and outflows arising from
transactions conducted by the Institution during the abovementioned period, which were carried out and valued in accordance with sound
banking practices and the applicable legal and administrative provisions.

The above consolidated
officers.

tements of cash flows were approved by the Board of Directors under the responsibility of the undersigned

www.nafin.com /

MARIA FERNANDA RUIZ PADILLA
HEAD OF ADMINISTRATION AND FINANCE 4HIT

ACCOUNTING AND BUDGET DIRECTOR




Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

1. THE INSTITUION
- Nature of operations and main actitivities

Nacional Financiera, S.N.C., Institucién de Banca de Desarrollo (the Institution or Nafin), was incorporated on June
30, 1934, by Federal Government Decree as an instrument of significant social and economic transformations for
the purpose of promoting the securities market and foster the mobilization of financial resources in Mexico.

The Institution has its offices at Avenida Insurgentes Sur 1971, Colonia Guadalupe Inn, Alcaldia Alvaro Obregén,
CP 01020, Mexico City.

The Institution operates as a development financial institution in accordance with its Organic Law and Regulations,
the Financial Institutions Law (LIC for its acronym in Spanish), the General Provisions Applicable to Financial
Institutions (the Provisions or CUB for its acronym in Spanish) issued by the National Banking and Securities
Commission (the Banking Commission or CNBYV for its acronym in Spanish). Development financial institutions
will support those productive activities that Mexican Congress determines as a specialty for each one of them, in the
respective organic laws.

The Institution’s corporate purpose consists in the development of companies, providing them access to financial
products, training, technical and information assistance, in order to foster their competitiveness and productive
investments; promote the development of strategic and sustainable projects for Mexico, in orderly and targeted
manner, under schemes that allow correction of market failures in coordination with other development banks;
foster regional and sectorial development, in particular states with lesser development, through an offer of
differentiated products and in accordance with the production vocation of each region; develop the financial
markets and the industry of venture capital throughout the country, to serve as financing sources for entrepreneurs
and small and medium companies to be an efficient and transparent institution with an effective management,
based on a consolidated corporate government structure, ensuring a continuous and transparent operation, as well
as the preservation of its equity in real terms, for the purpose of not representing a financial burden for the Federal
Government. The foregoing in accordance with the provisions of Article 2 of the Institution’s Organic Law.

The operation and performance of the Institution is carried out in strict observation of the applicable legal
framework and sound banking practices and applications to achieve the general objectives laid down in Article
4 of the Financial Institutions Law which establishes that the State shall exert the rectory of Mexican banking
system, so that financial institutions aim their activities to fundamentally support and promote the development
of the productive forces and growth of the national economy, based on a sovereign economic policy, by
promoting savings in all sectors and regions in Mexico and their appropriate distribution and extensive regional
coverage that promotes the decentralization of the Mexican banking system itself, in adherence to sound practices
and banking applications.

The Institution carries out its operations according to financing criteria for development banking, channeling its
resources mainly through the first-tier banking and non-banking financial intermediaries. The main funding
sources for the Institution stem from loans from international development institutions such as the World Bank
and the Inter-American Development Bank (IDB). Likewise, the Institution receives funding from the Mexican
Central Bank (Banxico) as well as lines of credit from foreign banks and placement of securities in the national
and international markets.



Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

The consolidated financial statements as of and for the years ended December 31, 2023 and 2022 include those
of Nafin and those of its direct controlled Subsidiaries, as listed below:

vi.

vil.

viii.

Operadora de Fondos NAFINSA, S.A. de C.V. — Its purpose being to contribute for the development of
financial markets, fostering access to small and medium investors to the securities market.
(Ownership 100%).

Corporacion Mexicana de Inversiones de Capital, S.A. de C.V. - The main activity consists in buying,
selling and investing in companies, institutions and private equity funds, as well as promoting productive,
medium and long-term investments in Mexico, favoring the institutionalization, development and
competitiveness of small and medium size companies. (Ownership 82.96%).

Fideicomiso 80595 Programa de venta de titulos en directo al piiblico — Manages trust funds and carries
out the necessary actions to develop and implement the program for the direct sale of securities to the
general public, in accordance with the Rules of Operation which, as applicable, are authorized by the
Technical Committee of the Trust. (Ownership 100%).

Fideicomiso 11480 Fondo para la participacion de riesgos — Its purpose is having entities that allow
fulfilling the institutional objectives connected with the access of domestic micro, small and medium-
sized companies to formal financing. The Institution instrumented a guarantee program through which it
shares with banking and non-banking financial institutions (intermediaries) as determined by the Trust’s
Technical Committee, the credit risk of financing granted by intermediaries to domestic companies and
individuals. (Ownership 100%).

Fideicomiso 11490 Fondo para la participacion de riesgos en fianzas — It has the purpose of sharing with
domestic surety institutions incorporated in accordance with the Insurance and Surety Institutions Law as
determined by the Trust’s Technical Committee, the risk of default on the administrative surety and/or
the procurement concerning Section III, Article 36 of the Insurance and Surety Companies Law, which
have granted to micro, small and medium-sized companies, as well as to individuals with entrepreneurial
activity, which have entered to a contract to supply goods, services and public works to the Federal Public
Administration. (Ownership 100%).

Fideicomiso 80757 Defensa y asistencia legal- Its purpose is to manage the estate and pay for the
considerations for defense and legal assistance to the beneficiaries (Nafin personnel) who in discharging
their work become immersed in legal or administrative proceedings.

Plaza Insurgentes Sur, S.A. de C.V. — Its purpose is to provide the Institution comprehensive real
estate services through office and furniture leasing arrangements, as well as adapting office space
with the preventive and corrective maintenance programs for real estate infrastructure.
(Ownership 100%).

Pissa Servicios Corporativos, S.A. de C.V. (in liquidation) — Provided complementary or auxiliary services
in the management or in the realization of the corporate purpose of any domestic credit institution of which
it was a shareholder, as well as auxiliary companies and trusts thereof. (Ownership 100%).

The structure of the Institution’s foreign operations, consist of the branch office in London, England.
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Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C.. Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

Relevant event (unaudited information)

Inflation and interest rate

On occasion of a high inflation rate, the Governing Board of the Mexican Central Bank determined to maintain
at 11.25% the objective for the one-day Interbank Interest Rate of Equilibrium (TIIE for the acronym in Spanish)
starting from December 14, 2023. This monetary policy stand by Banxico seeks that inflation converges to its
goal of 3% general annual inflation.

Application of the new interest rates of reference

Transition from TIIE terms over one day to Funding TIIE

In January 2020, Banco de México started publishing the Funding TIIE. For this reason, it entertained the need
to prohibit the use of TIIE terms over one day as a reference for new contracts entered with financial entities
subject to the regulation released by Banxico, hence carrying out several actions:

1. Prohibited the use of TIIE at 91 and 182 days for new contracts entered starting from January 1, 2024,
2. Shall prohibit the use of TIIE at 28 days for new contracts formalized starting from January 1, 2025.

As from the dates previously mentioned, financial entities shall refrain from using TIIE at terms greater than one
day for their new operations and will only use as reference the Funding TIIE or any other rate that fulfills with
the provisions in the regulation issued by Banxico.

Interest rates of reference reform

After the financial crisis, regulators of the financial markets, both in Mexico at the international level, carried
out improvements to the regulation to substitute or amend the determination of interest rates of reference, such
as the London Interbank Offered Rate (LIBOR), the Euro Interbank Offered Rate (EURIBOR) and other rates
of interbank offer (Interbank Offered Rates or IBOR).

The Institution followed closely the financial markets and the results of several task groups of the industry that
managed the transition towards the new interest rates of reference. This included announcements made by the
LIBOR regulators, including the United Kingdom Financial Conduct Authority (FCA) and the United States
Commodity Futures Trading Commission (CFTC) in respect to the transition of LIBOR, including the sterling
pound LIBOR (GBP LIBOR) to Sterling Overnight Index Average rate (SONIA), the US dollar LIBOR (USD
LIBOR) to Secured Overnight Financing Rate (SOFR) and the one Japanese yen LIBOR (JPY LIBOR) to Tokyo
Overnight Average rate (TONA).

On December 29, 2021, by circular 13/2021, Banco de México determined that they could be used as reference
rates, among other, the SOFR rate and those from it deriving. SOFR rate is based on daily financial transactions
collated by the US Federal Reserve. It is a rate built up daily based on the repurchase market operations of US
Treasury bonds, published the next business day and eliminates the risk associated to the judgment of experts,
since it is based on actual transactions.

During the month of January 2022, at an institutional level, the Credit Internal Committee approved changes in
several sections of the Credit Regulation System for the implementation of the SOFR rate for operations carried
out in dollars at a variable rate. Meanwhile, the General Risk Management Committee (CAIR for the acronym
in Spanish) approved the updating of the risk factor matrix which entertains such new interest rates in March
2022,

11



Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

In consideration that LIBOR rate was no longer published by June 30, 2023, and the substitute rate is SOFR
(Secured Overnight Financing Rate), the Institution commenced using both SOFR and SOFR Term rates in lieu
of LIBOR rate:

e Daily capitalizable SOFR during the interest payment period, published by the US Federal Reserve
(FED), with 24-hour application.

¢ Term SOFR, providing an indicative rate and forward-looking for SOFR rate, based on SOFR future
prices in the derivative markets, with a 48-hour application. Terms of 1, 3, 6 and 13 months are
published by the Chicago Mercantile Exchange (CME).
The main features of SOFR rate are those described below:
e Based on daily transactions with government paper as collateral of market operations.
e [screated from transactions performed (backward-looking): Overnight with no forward maturity.
e Risk-free rate not incorporating credit nor liquidity risk components.

e A spread is added to even out the exposure.

Business units being impacted by adoption of the new reference rates were the following:

Business unit ) ~ Operations
Credit and guarantee Credits in dollars (first and second tier) and guarantee operations
Derivative Financial Instruments Interest rate swaps and cross currency swaps

Securities issued, investments and deposits, besides dollar funding
Deposit funding and treasury operations facilities

Progress in the transition period

The Institution carried out the necessary actions to fully comply with the transition process of SOFR and Term
SOFR rates in substitution of the LIBOR rate. Operations maturing after June 2023, were restructured in their
majority with SOFR Term leaving a minimum portion with daily SOFR, searching to maintain the same financial
terms originally agreed upon.
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Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

Credits and Guarantees

In respect to the Automatic Guarantee Program, definitions provided for the coverage of credits guaranteed in
dollars and the application of transition LIBOR/SOFR rates was the following:

—~+ MXP ——= Bank applies TIIE rate = NAFIN pays TIIE rate
Originating credits prior to
= Jan, 01/22 maturing Jun. ~———» Bank applies LIBOR rate ——+ NAFIN pays LIBOR rate
) 30/23
Credit —
Originating credits prior to PN Sy S S NAFIN pays LIBOR rate up
~e FX ——a Jan. 01/22 maturins after —— up to Jun. 30’23 and —» to Jun. 30}"23 and SOFR rate
Jun. 30/23 SOFR rate from Jun. from Jun. 30/23
30/23
—+ Bank applies LIBOR rate ——= NAFIN pays SOFR rate
_, Originating credits from Jun.

01/22
= Bank applies SOFR rate ——+ NAFIN pays SOFR rate

The Comprehensive Guarantee Management System (SIAG for the acronym in Spanish), starting May 2022,

allows the registration of credits guaranteed in dollars formalized by the Financial Intermediaries with SOFR
rate.

Likewise, the SIAG relies on since that same date, the corresponding catalogs corresponding to the values of the
Term SOFR rate for 1, 3, 6 and 12 months, which are updated daily.

In accordance with the definitions laid down in the Guarantee Program, credits guaranteed in dollars in force at
the closing of December 2023, in the event of being claimed by a Financial Intermediary, shall rely on a coverage
applying the corresponding Term SOFR, registered in the SIAG catalogs.

Below, it is shown a summary of credits guaranteed as of December 31, 2023:

Balance Balance
Number of guaranteed in guaranteed in
TERM SOFR Coverage Guarantees USD MXN %Balance
Credits originated prior to Jan 01, 2022 1o 3 19 33l 81%
Credits originated prior to Jan 01, 2022 and
maturing after Jun 30, 2023 29 5 78 19%
Total automatic guarantee 139 § 24 409 100%

Derivative Financial Instruments

As for the derivative business line are considered Swap operations at interest rates in dollars and foreign
exchange Swaps (cross currency swaps) being carried out mainly to cover the bank’s balance. In June 2023,
operations referenced at daily capitalization rates began being agreed upon.
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Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

TF’EGSIH'}’ operations

The Treasury Department on the liability side does not carry any current operation at variable rate based on
SOFR or Term SOFR, while on the derivatives side that was referenced at LIBOR rate, was migrated in its vast
majority to Term SOFR, and a lesser portion to daily SOFR.

Impacts on risk management for adoption of new reference rates

The Institution has Management, Control and Risk Management models approved by its Comprehensive Risk
Management Committee (CAIR), which are applied directly to those instruments referenced at SOFR rates
considering those particular characteristics; it should be noted that, being only a new reference rate, the models
previously pointed out suffered no changes; however, as deemed necessary, the necessary calibrations will be
carried out.

The Institution’s risk management strategy has not experienced any changes on occasion of the interest rates of
reference reform, retains a capital structure focusing on the granting of credits in accordance with its mandate
and profile in a conservative market, maintaining the total of its operations both asset and liability at revisable
rate.

2. APPROVAL AND BASIS OF PRESENTATION OF THE CONSOLIDATED FINANCIAL
STATEMENTS AND SURVELLIANCE.

Approval

On March 13, 2024, Luis Antonio Ramirez Pineda (Chief Executive Officer), Maria Fernanda Ruiz Padilla (Head
of the Administration and Finance Unit), Manuel Anaya Vallejo (Internal Audit Director) and Ratl Martinez Moran
(Accounting and Budget Director) approved the release of the accompanying consolidated financial statements and
their notes, as of December 31,2023 and for the year then ended, to be submitted for the approval of the Board of
Directors of the Institution at its forthcoming meeting. Said Board and the Banking Commission have the power to
modify the consolidated financial statements after their approval and release.

The Institution is under the supervision and oversight of the Banking Commission and Banxico which is exerted
through a follow-up process, inspection visits, information, and documentation requirements, as well as delivery of
reports.
Basis of presentation

a) Statement of compliance
The accompanying consolidated financial statements as of December 31, 2023 and 2022 and for the years then ended
have been prepared in accordance with the Accounting Criteria provided by the Banking Commission (the Accounting

Criteria) which are included in the General Provisions Applicable to Credit Institutions, as well as general and
particular official notices issued by said Commission.
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Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

b) Financial information framework

The accompanying consolidated financial statements were prepared in accordance with banking legislation and in
accordance with the Accounting Criteria for Credit Institutions in Mexico set out by the Banking Commission. The
accounting records of Credit Institutions is adjusted to the basic structure which for the application of Mexican
Financial Reporting Standards (NIF for the acronym in Spanish) defined by the Mexican Financial Reporting
Standards Board (CINIF for its acronym in Spanish), in NIF A-1, Structure of financial reporting standards.

By virtue thereof, the institutions shall consider in first instance the rules contained in NIF Series A, Conceptual
framework, as well as that provided in Accounting Criteria A-4, Suppletory application of accounting criteria. In this
manner, the institutions shall observe the accounting guidelines set out by NIFs, except when in the opinion of the
Banking Commission it is necessary to apply the rule or specific accounting criteria, taking into consideration that the
entities carry out specialized operations. This accounting ruling is at the level of recognition, valuation, presentation,
and disclosure, applicable to specific captions in the financial statements of the institutions, as well as with those
applicable for their preparation. It shall not proceed the application of accounting criteria, nor the suppletory concept,
in the case of operations which by express legislation are not allowed or are prohibited, or else, are not expressly
authorized for the entities by the Banking Commission.

The Accounting Criteria provide that in the absence of a specific criterion by the Banking Commission for Credit
Institutions , and in a wider context in the Financial Information Standards (NIF), the suppletory process as set out by
NIF A-8, shall be applicable and only when the IFRSs referred to by NIF A-8 do not resolve the accounting treatment,
the suppletory application of an accounting standard pertaining to any other regulatory framework may be opted for,
provided that all the requirements set out by NIFs are met by the standard. The supplementary application shall be
made in the following manner: US GAAP and then any other accounting standard that is part of a formal recognized
set of standards provided they do not contravene the Accounting Criteria of the Banking Commission.

The accompanying consolidated financial statements have been prepared to comply with the regulatory requirements
which the Institution is subject to, thus they could not be appropriate for any other purpose.

On March 13, 2020, the Banking Commission published in the Daily Gazette of the Federation, the Resolution
amending the General Provisions Applicable to Credit Institutions, which incorporates new reporting standards issued
by the Mexican Financial Reporting Standards Board mandatory starting January 1, 2022, in accordance with
amending Resolution published in the Daily Gazette on December 4, 2020.

On December 2, 2022, in the Official Gazette of the Federation a new modifying Resolution was published. This
amends the Resolution modifying the general Provisions published on January 4, 2018, which establishes the
accounting criteria to which players of the market of derivative contracts will be subject to and has the purpose of
incorporating NIFs to standards applicable to the preparation of the accounting of clearing houses and settlement
partners participating in the markets of listed derivative contracts. Although this modifying Resolution, if effective
date is extended to June 1, 2024 with the purpose of providing players of the market of derivative contracts with the
opportunity to adapt their accounting systems.

¢) Going concern

The consolidated financial statements were prepared based on the going concern accounting principle. Although
stockholders” equity reports accumulated losses for $22,524 as of December 31, 2023, and the statement of results a
loss in year 2023 for $8,202, these results are significantly influenced by the annual charge for benefits made by the
Ministry of Finance and Public Credit (SHCP for its acronym in Spanish) (see Note 22), thus the operations carried
out by the Institution, as a whole, are consistently profitable, before such annual charge.

Furthermore, the very nature of the Institution, described in its Organic Law and summarized in Note 1 above, implies

that its continuity is primarily dependent on the decision which to that effect is maintained by the Mexican Federal
Government.
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Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries
December 31, 2023 and 2022
(figures in millions of Pesos)

Regardless of the foregoing, Institution’s Management performed the necessary evaluations to sustain the preparation
of consolidated financial statements based on the Going Concern principle and considers it as the appropriate basis for
their preparation.

d) Monetary unit
The accompanying consolidated financial statements and their notes are presented in Mexican pesos, currency
corresponding to the registration and functional currencies. For purposes of disclosure in the notes to the consolidated
financial statements when reference is made to millions of pesos or “$”, it refers to millions of Mexican pesos, and
reference is made to dollars or “USD”, it is referred to millions of United States dollars.

e) Assets and liabilities recognition and derecognition
Recognition or derecognition in the consolidated financial statement of assets and liabilities, including those stemming
from purchase and sale transactions of foreign currencies, financial instruments, repurchase agreement transactions,
securities lending, derivative financial instruments, and securities issues, is made on the date in which the transaction
was formalized, regardless of the date of settlement or the good delivery date.

f) Use of judgments and estimates
In preparing the consolidated financial statements, Management requires to make estimates and assumptions affecting
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities as of the date of the
financial statements, and the reported amounts of revenues and expenses during the year. Actual results could differ
from these estimates and assumptions.

g) Assumptions and uncertainties in the estimates
Information on assumptions and uncertainties in the estimates having a significant risk of resulting a material
adjustment to the amounts of carrying amounts of assets and liabilities in the following year is included in the following
notes:
- Note 3 (d)- Measurement of fair value of financial instruments;
-Note 3 (s)- Measurement of defined benefit obligations: key actuarial assumptions;
- Note 3 (0)- Recognition and valuation of deferred tax assets;
-Note 3(q)- Recognition and valuation of provisions and contingencies;

- Note 8- Derivatives;

- Note 9 (d)- Preventive allowance for credit risks.
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December 31, 2023 and 2022
(figures in millions of Pesos)

h) Comprehensive income

Comprehensive income comprises the net income (loss) for the year increased or decreased by Other Comprehensive
income (OCI), net of the effects of tax on income and the participation of profits to the related personnel. Other consist
of income, cost and expenses which accrued, of which realization is still pending and it is likely that their amount
varies due to changes in the fair value of those assets or liabilities that gave them origin, reason for which they could
not be realized in part or in full, in addition to the fact that realization is foreseen in the medium or long-term. When
such results are realized, they are recycled to comprehensive income of prior year. Others are comprised by: valuation
of financial instruments to collect or sell, valuation of financial instruments derived from hedging of cash flows,
remeasurement of defined benefits to employees and the valuation effects in associated and affiliated companies.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The main accounting policies being used in preparation of the consolidated financial statements are described below,
and were applied on a consistent basis:

a. Consolidation of financial statements

The consolidated financial statements as of December 31 2023 and 2022 and for the years then ended include assets
and liabilities and results of the Institution and its subsidiary companies, over which it exerts control through the power
it has over them to direct their relevant activities, is exposed or has the right to variable returns stemming from such
participation and has the ability to affect such returns through its power over such subsidiaries. All balances and
material operations between the Institution and its subsidiaries have been eliminated in consolidation, including
unrealized profits and losses. Consolidation was carried out based on the financial statements of subsidiary companies
as of December 31, 2023 and 2022 and for the years then ended, the accounting basis of such financial statements are
the Accounting Criteria provided by the Banking Commission and Financial Reporting Standards, as appropriate.

b. Effects of inflation

In year ended December 31, 2023, the Institution operated under a non-inflationary environment (accumulated
inflation for the three annual periods less than 26%), in accordance with the provisions of Accounting Criteria issued
by the Banking Commission; consequently, the effects of inflation in the financial information included in the
accompanying consolidated financial statements are not being recognized. Such consolidated financial statements
include recognition of inflation based on Unidades de Inversion (Investment Units or UDIs for the acronym in Spanish)
up to December 31, 2007, in accordance with applicable Accounting Criteria.

In the event of a return to an inflationary environment, the cumulative unrecognized effects of inflation during the
years in which the environment was considered as non-inflationary, shall be registered retrospectively. The percentage
of annual and cumulative inflation for the last three years and the factor used to determine the inflation, are shown
below:

Inflation
December 31 UDI For the year Cumulative
2023 7.981602 4.38% 20.83%
2022 7.646804 7.58% 19.50%

2021 7.108233 7.61% 14.16%
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¢. Cash and cash equivalents

Cash and cash equivalents consist of cash in hand, deposits with banks in pesos and dollars, as well as 24, 48 and 72
hours for foreign currency purchase and sale transactions. It also includes restricted cash and cash equivalents
comprised by bank borrowings with original terms of up to three days or less (“Call money™) and deposits in Banco
de Meéxico (Central Bank) which include the monetary regulation that the Institution is required to maintain in
conformity with the provisions issued by the Central Bank for the purpose of regulating liquidity in the financial
market; the deposits have no term and bear interest at the average funding bank rate, recognized in the consolidated
results as accrued. Note 6 includes the integration, in figures, of this caption.

Cash and cash equivalents are recognized at their fair value, which is their nominal value. For dollar currencies, the
exchange rate used for translation is the one published by the Central Bank. The translation effect is recognized in the
consolidated statement of comprehensive income, as interest income or interest expense, accordingly.

Cash equivalents are short-term securities, with high liquidity, readily convertible to cash, which are subject to
insignificant risks of changes to their value and are held to meet short-term commitments rather than for investments
purposes; they are denominated in local or foreign currency: for example, bank borrowing transactions agreed at term
shorter or equal to 3 business days, the purchase of foreign currencies which are not considered derivative financial
instruments according to the provisions of Banxico in the applicable regulation, as well as other cash equivalents such
as correspondents, immediately redeemable notes, coined precious metals and highly liquid financial instruments.

Interbank loan transactions agreed at a term shorter than or equal to 3 business days, as well as deposits with Banxico
which cannot be disposed of, are recognized as restricted cash equivalents.

Notes receivable will be recorded as other cash equivalents according to the following:

- Transactions with Mexican entities; two business days after the transaction took place.
- Transactions with foreign entities; five business days after the transaction took place.

When the notes are not collected within the established deadlines, the related amounts will be transferred to the
originating item, either “Other accounts receivable” or “Loan portfolio™.

Transactions transferred to sundry debtors under caption “Other accounts receivable”, and maintained as collection
pending after fifteen calendar days following the transfer date will be classified as past-due and an allowance for their

total amount will be recorded concurrently.

Notes received subject to collection are recorded in memorandum accounts under caption “Other memorandum
accounts”.

Checking account overdrafts, as reported in the bank statements issued by the corresponding lending institution, are
shown under caption “Sundry creditors and other accounts payable”.

Likewise, the balance of receivable currencies offset against deliverable currencies, in case this offset results negative.
Foreign exchange currencies acquired and agreed to be settled in 24, 48 and 72 hours purchase/sell transactions are

recorded as restricted cash (foreign currency receivable), while currency sold is recorded as cash outflow (foreign
currency deliverable).
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The rights and obligations from 24 48 and 72 hours sales and purchases of foreign exchange are recorded in clearing
accounts under caption “Other accounts receivable” and “Creditors on settlement of transaction™, respectively.

If the balance resulting from offsetting the foreign currency receivable and the foreign currency deliverable or any
concept making up the caption “Cash and cash equivalents” turned out to show a negative balance, said amount is
presented under caption “Other accounts payable™.

d. Investment in financial instruments

The Institution establishes the business model it uses to manage its investments in financial instruments for their proper
classification.

The business model is based on the form the financial instruments are managed to generate cash flows upon carrying
out the activities and it is not based on the intentions of the Institution’s Management in relation to any instrument.

Assets from financial instruments are classified as follows:

Negotiable financial instruments. - Negotiable financial instruments (IFN for the acronym in Spanish) are those
securities in which the business model has the purpose of investing to obtain a gain between the buy and sell price,
that is, depending on the differences in pricing resulting from the market transaction.

Financial instruments for collecting or selling. - Financial instruments for collecting or selling (IFCV for the acronym
in Spanish) are those securities in which the business model has the purpose of collecting the contractual cash flows
on principal and interest or otherwise, of obtaining a gain on its sale when advisable.

Financial instruments for collecting principal and interest. - Financial instruments for collecting principal and interest
(IFCPI for the acronym in Spanish) are those securities in which the business model has the purpose of collecting
contractual cash flows on preestablished dates corresponding payments on principal and interest on the outstanding
amount of principal and interest. Therefore, the IFCPI should have the features of a financing and be managed based
on their contractual yield.

- Negotiable financial instruments (IFN)
After their initial recognition, IFNs (for the acronym in Spanish), are recognized at fair value, and it is normally the
price of the consideration agreed upon on the entering date; any transaction cost is recognized immediately in the
consolidated statement of comprehensive income under caption “Financial intermediation result”,
After their initial recognition, IFNs are valued at their fair value determined by the Price Vendor according to the
provisions laid down by the Banking Commission. In the event of investments in non-listed IFNs, second and third

level fair values are used.

The difference between the previous carrying amount and the current fair value of investments in [FNs is recognized
in the consolidated statement of comprehensive income under caption “Financial intermediation result”.

A dividend from an equity IFN is recognized in the year’s results when the right to receive payment arises, it is likely
the benefit will be received, and its amount can be determined.

Likewise, given that the fair value of an equity IFN can be reduced once the dividend is declared, simultaneously the
account receivable from the dividend is recognized, as well as the change in the fair value of the equity IFN.
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The exchange gain or loss from investments in IFNs denominated in foreign currency is recognized in the year’s results
under caption “Financial intermediation result”.

This caption includes entries for transactions pending settlement corresponding to purchase/sale transactions of non-
settled assigned securities, which are valued at and recorded as investments in I[FNs recognizing in and out of securities
subject matter of the transaction upon their entering into against the corresponding debit or credit settlement account.

When securities are alienated, the gain or loss on the purchase is determined by the difference between the selling price
and the last recorded carrying amount (fair value), cancelling the result from valuation.

- Financial instruments for collecting or selling (IFCV)

Upon initial recognition, investments in [FCVs (for the acronym in Spanish) are valued at their fair value, which is
normally the price of the consideration agreed upon on the entering date. For the subsequent valuation, the Institution
determines the increase or decrease on valuation of the IFCV at fair value, using updated prices provided by the Price
Vendor in accordance with the provisions of the Banking Commission.

In the event of incurring in a transaction cost in the acquisition of an IFCV, this is recognized as implicit part of the
amortized cost of the IFCV and charged to the year’s results during the expected life of the IFCV, based on its effective
interest rate.

IFCVs denominated in foreign currencies or in other exchange unit are recognized initially at the fair value applicable
on the date of the transaction. Exchange differences stemming on date of the transactions and dates of collection or
settlement, as well as those resulting from translation to Mexican pesos of balances in foreign currencies at the date of
the financial statements are applied to results.

The unrealized gain or loss resulting from the valuation is recorded as “Other comprehensive income” (OCI) in
stockholders” equity under caption “Valuation of financial instruments for collecting or selling”, provided that such
securities have not been defined as hedged in a fair value hedging relationship of a derivative financial instrument in
which case its valuation is recognized in the year’s result in relation to the hedged risk.

Before recognizing in Other the effects of valuation in the IFCVs, the reductions in their fair value attributable to an
impairment for expected credit losses are recognized in the year’s results.

The effect from valuation is canceled to have it recognized in results upon sale under caption “Result from
intermediation”.

Interest accrued is determined in accordance with the method of effective interest rate method and recognized in the
year’s results under caption “Interest income”.

Dividends from equity instruments are recognized in the year’s results, when the right to receive payment arises.
Financial instruments for collecting principal and interest (IFCPI)

An [FCPI (for the acronym in Spanish) is recognized initially based on fair value, which corresponds to the transaction
price, unless it is evident that it is significantly different from the quoted price in the IFCPI market or from other

transactions observed in the market or based on valuation techniques which variables include only information
observable from active markets; if such price is different, the IFCPI value is adjusted with effect on the year’s results.
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The IFCPI's fair value is added or subtracted the transaction costs; the resulting amount is the gross value at which the
[FCPI is initially recognized, which is the basis for applying the effective interest method with the effective interest
rate. The gross value of the IFCPI reduced by the amount of expected credit losses of the IFCPI, represents the
amortized cost if the IFCPI at its initial recognition. Any transaction cost incurred by the Institution in the acquisition
of an IFCPI is recognized as implicit part of the amortized cost if the IFCPI and charged to the year’s results during
the expected life of the IFCPI, based on its effective interest rate.

IFCPIs denominated in foreign currencies or in other exchange unit are registered at the exchange rate applicable at
the date of the transaction. Exchange differences incurred between the date of execution of the transactions and dates
of collection or settlement, as well as those derived from translation of balances to Mexican pesos denominated in
foreign currencies are applied to results at the date of the financial statements.

In some cases, an IFCPI is considered with credit impairment since its initial recognition either because the credit risk
is high or since it was acquired with a very high discount. In such case, for its initial recognition, it is considered as a
financial instrument in Stage 3 credit risk.

After their initial recognition, IFCPIs are valued at their amortized cost. The amortized cost includes increases in
accrued effective interest, decreases in the amortization of transaction costs, and decreases in collections of principal
and interest.

[FCPIs denominated in foreign currency or any other exchange unit are registered at the applicable exchange rate at
the date of execution. Exchange differences arising between the execution date of the transactions, and date of
collecting or payment, as well as those derived from the translation to Mexican pesos of balances denominated in
foreign currency as of the date of the financial statements, are applied to results.

- Reclassifications

The Institution reclassifies its investments in financial instruments only if its business model is modified. These
changes are determined by the Highest Operating Decision-Making Authority of the Institution and are the result of
external and internal changes that are significant for its operations and may be proved by third parties.

Financial instrument impairment

Where sufficient objective evidence exists that a financial instrument for collecting or selling, or for collecting principal
and interest has been impaired because one or more events that occurred after the financial instrument initial
recognition, the carrying amount of the financial instrument is modified and the impairment is recognized in the year’s
results under caption “Results from intermediation™.

If in a subsequent period, the fair value of the security increases, and such effect is related objectively to an event
occurring after the impairment was recognized in the year’s results, the impairment is reversed in the year’s results,
except if it is an equity instrument.

e. Repurchase/resell agreement transactions

Repurchase/resell agreement transactions are those whereby borrower of securities (or buyer) pays a certain amount
to acquire ownership of debt securities and agrees to transfer to lender of securities (or seller) ownership of certain
other securities of the same type, in the agreed period, with reimbursement of the same price plus a premium. The
premium is due to the borrower of securities, unless otherwise stipulated in the agreement.

For legal purposes, repurchase/resell agreement transactions are considered a sale whereby there is a repurchase
agreement for the transferred financial assets. Nonetheless, the economic substance of repurchase/resell agreement
transactions is the one of a financing under collateral, whereby the borrower of securities delivers cash as financing,
in return for obtaining financial assets that serve as protection in the event of default.
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A borrower of securities is that entity that delivers cash, through a repurchase/resell agreement transaction, in which it
receives financial assets as collateral, with the obligation of returning them to the lender of securities at the end of the
transaction, receiving the cash plus the agreed interest for the repurchase/resell agreement.

A lender of securities is that entity that receives cash, through a repurchase/resell agreement transaction in which it
transfers financial assets as collateral, with the obligation of returning to the borrower of securities at the end of
transaction, cash, and the agreed interest for the repurchase/resell agreement.

The accounting treatment of the “cash-oriented™ or the “*securities-oriented” repurchase/resell agreement transaction
is the same.

At trade date of the repurchase/resell agreement transaction, the Institution acting as lender of securities or seller
recognizes either cash inflow or a debit clearing account, as well as an account payable, whereas when acting as
borrower of securities or buyer recognizes either cash outflow or a credit clearing account, as well as an account
receivable. Both the account payable and the account receivable are initially stated at the agreed upon price,
representing the obligation to repay or the right to recover the cash, respectively.

Over the terms of the repurchase/resell agreement transaction, the account receivable and the account payable are
valued at amortized cost, recognizing the interest of the repurchase/resell agreement transaction in results of operations
for the year as accrued, in accordance with the effective interest method. Interest is recognized under the financial
statement caption “Interest income™ or “Interest expense”, as appropriate. The account receivable and the account
payable, as well as the interest accrued are reported in the financial statements caption “Debtors on repurchase/resell
agreements” and “Creditors on repurchase/resell agreements”, respectively.

The Institution acts as borrower of securities or buyer recognizes the received collateral in memorandum accounts
under caption “Collateral received by the entity™.

Financial assets granted as collateral when the Institution is acting as lender of securities or seller, are reclassified in
the consolidated statement of financial position under caption “Investments in financial instruments”, reporting the
instrument as a restricted asset.

Should the Institution, acting as borrower of securities or buyer sell or pledge the collateral, the proceeds from the
transaction are recognized and the account payable is recorded for the obligation to return the collateral to the lender
of securities or seller, which is valued, in the case of a sale at fair value or, if pledged in another repurchase/resell
agreement, at amortized cost.

Additionally, the collateral received, delivered or sold is recognized in memorandum accounts under caption
“Collateral received and sold or pledged in by the entity™.

f. Derivative financial instruments

A derivative financial instrument (IFD for the acronym in Spanish) is an independent financial instrument which value
changes in response to changes in the price of its underlying instrument; in general, it does not require an initial net
investment and will not be liquidated on a future date.

The Institution carries out two types of transactions with derivative financial instruments:

- For hedging purposes: its purpose is to hedge risks through use of financial instruments which manage
exposure of certain risks that could affect comprehensive income (Net result or Other).

- For trading purposes: its purpose is other than hedging risk open positions by assuming its positions as
player in the derivatives market.
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Derivatives, irrespective of their purpose, are recognized at fair value.

Financial assets or liabilities resulting from rights and obligations set forth in the IFDs are initially recognized at fair
value. In general, the IFD value upon their contracting is zero (in the event of a SWAP IRS, registered at notional
value in Memorandum Accounts) and recognized at such value, which is later modified by changes in fair value. Fair
value includes the effects of all risks affecting the IFDs, such as market, liquidity and credit risks. Any payment made
or received to have an [FD at fair value is also included.

The best evidence of fair value on an IFD at its initial recognition is normally the transaction price, that is, the fair
value of the consideration received or delivered. If it is determined the initial fair value differs from the transaction
price, such financial instrument is recognized at the fair value evidenced by a quoted price in the active market, for an
identical asset or liability, or at the one determined based on a valuation technique using only information of observable
markets.

The difference between the fair value and the transaction price is recorded in results for the year. In the event the [FD
fair value is determined based on a valuation technique using non-observable information in the market, the difference
is applied to the year’s results during the life of the [FD.

After initial recognition, IFDs are valued at fair value by recognizing the difference between the previous carrying
amount and the current fair value in the consolidated statement of comprehensive income under caption “Financial
intermediation result”, unless IFDs are used as hedging instruments. These valuation effects will have an unrealized
nature and shall not be subject to capitalization nor distribution among shareholders until they are realized in cash or
cash equivalents.

Transaction costs directly attributable to the IFD purchase are directly recognized in the year’s results as incurred.

IFDs are recognized, either as a financial asset or as a financial liability, depending on whether their fair value (as a
result of the rights and/or obligations they establish) corresponds to a debit balance or credit balance, respectively.
Such debit or credit balances may be offset, in some cases, provided that the rules for offsetting financial assets and
financial liabilities are fulfilled.

If the offsetting results in a debit balance, the difference is shown in assets under caption “Derivative financial
instruments” of the consolidated statement of financial position; in the event of a credit balance, it is shown in liabilities
under caption “Derivative financial instruments™ of the consolidated statement of financial position, segregating
derivatives for trading purposes and derivatives for hedging purposes.

Derivative financial instruments intended for trading
e  Futures and forward contracts

Futures and forward contracts are those whereby an obligation to buy or sell a financial asset or the underlying item is
established at some future date; the amount, quality and prices are pre-established in the trading agreement. The party
agreeing to purchase assumes a long position in the agreement and the party agreeing to sell assumes a short position
with respect to the same agreement.

Both futures and forwards are initially recognized as a financial asset or a financial liability at fair value, which
presumably corresponds to the price agreed upon in the purchase agreement of the underlying asset, with the purpose
of recognizing the right and the obligation of receiving and/or delivering the underlying asset, as well as the right and
the obligation of receiving and /or delivering the cash equivalent to the underlying asset subject matter of the
agreement.
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Futures are recognized at market value by registering the difference between market value and the agreed upon
price under caption “Financial intermediation result”™.

In the case of forwards, the difference between the price agreed upon in the contract and the forward price, as well
as the valuation effects, are recognized in the consolidated statement of comprehensive income under caption
“Financial intermediation result”.

e  Swaps

Swaps are agreements between two parties whereby a bilateral obligation to exchange cash flows on future pre-
established dates is laid down in relation to a face or reference value during a determined period.

The Institution recognizes initially in the consolidated statement of financial position, the assets and liabilities from
the rights and obligations of the swaps at their fair value, which presumably corresponds to the agreed upon price,
valuing at present value future cash flows to be received or to be delivered in accordance with the projection of
future implicit rates to be applied, discounting them at the market interest rate on valuation date with the
corresponding interest rate curves, considering for their presentation inputs provided by the Price Provider, as
established by the Banking Commission.

The settlement of a swap may be made in cash or in kind, according to the terms thereof.
- Derivative financial instruments intended for hedging

Financial assets and liabilities that are designated and comply with the requirements to be designated as hedged
items, as well as IFDs that are part of a hedging relationship are recognized according to the provisions regarding
hedge accounting for recognition of the gain or loss of IFD hedging and the hedged item.

A hedging relationship qualifies for hedge accounting when the following conditions are met:

- Bealigned with the risk management strategy of the Institution;

- Covers only qualifying items and only uses qualifying hedging instruments;

- Be formally designated, identifying the items to be hedged and the hedging instruments;
- Complies with all the following effectiveness requirements:

There is an economic relationship between the hedged item and the hedging instrument;

The effect of the credit risk does not rule over changes in the value of such economic relationship;
The counterparties have the economic and operating capacity to comply with the agree upon
commitments;

The hedge ratio reflects a balance that is consistent with the purpose of the hedging relationships;

It is formally documented since its designation as a hedging relationship.

Derivative financial instruments with hedging purpose are valued at market value and the effect of such valuation
is recognized depending on the type of accounting hedge, according to the following:

e  Fair value hedges
Represent a hedge for the exposure to changes in fair value of a recognized asset or liability, or of an unrecognized

firm commitment, or of a component of any of the previous items, or an aggregate exposure which is attributable
to one or more risks.
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The hedged item is valued according to the hedge risk by adjusting its carrying amount and the hedging IFD is
valued at fair value; both effects are recognized in results for the year under caption “Financial intermediation
result”. If the hedged item is an IFCV, the effect of the hedging gain or loss from the hedged risk of the hedged item
is recognized in results for the year.

The result from valuation of the IFD that is part of a hedging relationship is shown under the same caption in the
consolidated statement of comprehensive income where the result from valuation of the hedged item attributable to
the hedged risk is shown.

e Cash flow hedges

Represents a hedge for exposure to variability in cash flows attributable to a risk associated with a recognized asset
or liability, a portfolio or a component thereof, or one or several transactions forecasted as highly probable or parts
thereof, or an aggregate exposure.

The hedging IFD is valued at fair value. The portion of gain or loss of the hedging IFD that is effective in hedging
is recorded in stockholders” equity under caption “Valuation of cash flow hedging derivatives”, and the ineffective
part of the gain or loss of the hedging IFD is recognized in the consolidated statement of comprehensive income
under caption “Financial intermediation result”.

The effective component of the hedging recognized in stockholders” equity associated with the hedged item is
adjusted to be equal to the lesser amount (in absolute terms) between the cumulative gain or loss of the hedging
IFD since inception thereof, and the cumulative change of the present value of hedged expected cash flows of the
hedged item, since the inception of the hedge.

The gains or losses accumulated in OCI are subsequently recognized as follows:

e Ifthe forecasted hedged transaction results in the recognition of a non-financial asset or a non-financial
liability (or if the forecasted hedge transaction of a non-financial asset or a non-financial liability
becomes a firm commitment at which a fair value hedge accounting is applicable), the cumulative
amount in OCI is included directly as adjustment in the initial recognition of the non-financial asset or
non-financial liability.

e For cash flow hedges other than the ones addressed above, the cumulative amount in other
comprehensive income should be recycled to the caption of the year’s result affected by the hedged
item, in the same period or periods in which the future hedged cash flows affect the year’s result; and
if an amount recognized in other comprehensive income there is an unexpected loss to be recovered in
the future, the corresponding amount is recycled immediately to the result of the year.

The Institution discontinues a hedging relationship only when it has stopped complying with the requirements to
be recognized as such; this includes when the hedging IFD expires, is sold, terminated, or exercised, after
considering any rebalance made to the hedging relationship. Discontinuation of the hedging relationship is applied
prospectively as from the date on which the qualifying criteria thereof stop being met. Discontinuation of hedging
accounting may affect, whereas the hedge relationship in its entirety or only a portion thereof, in which case the
hedging accounting continues for the remaining of the hedging relationship.

If upon discontinuation of the fair value of a hedging relationship the hedged item still exists, it will be treated, as

from the discontinuation date, according to the related NIF. Ifthe hedging IFD keeps on existing, this is considered
as a trading IFD.
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When the hedging relationship is discontinued for a hedged item which is a financial asset or liability valued at
amortized cost, of which the fixed interest rate is hedged to transform it into a floating rate, the adjustment added
to or subtracted from the value of the hedged item is amortized in results for the year.

Upon suspending the cash flow hedging accounting, the cumulative gain or loss corresponding to the effective
portion of the hedging derivative instrument recognized in stockholders” equity as part of OCI during the period of
time when such hedge was effective, remains in stockholders” equity until such time as the effects of the forecasted
affect the year’s results.

In the event the forecasted transaction is no longer likely to occur, the gain or loss recognized in stockholders’
equity as part of other comprehensive income is immediately applied to results of the year.

When the cash flow hedge accounting is discontinued, the Institution recognizes the amount accumulated in OCI
as follows:

e Ifitis yet expected that hedged cash flows occur, such amount remains in OCI until they occur;
e  Ifthe accumulated amount is a non-recoverable loss, it is applied immediately to results of the year; or

e Ifitisno longer likely that hedged cash flows occur, the amount accumulated in OCI is recycled to the
year’s results.

The result of offsetting the asset and liability position, either debit or credit, is shown separately from the primary
position under caption “Derivative financial instruments™ of the consolidated statement of financial position and
accrued interest is recorded in the consolidated statement of comprehensive income under caption “Interest income”
or “Interest expense”.

The valuation effect of trading derivatives is shown in the consolidated statement of financial position and in the
consolidated statement of comprehensive income under captions “Derivative financial instruments”, in assets or
liabilities, as applicable, and “Financial intermediation result”, respectively.

The effective portion of valuation result of designated cash flow hedges is recognized in stockholders” equity under
caption “Result from valuation of cash flow hedges”, while the ineffective portion of the change in fair value is
immediately recognized in results under caption “Financial intermediation result”, and the counter-account with
such effect is shown in the consolidated statement of financial position under caption “Derivative financial
instruments”. The gain or loss associated with the hedge of the forecasted transaction which has been recognized
in stockholders” equity is reclassified to the consolidated statement of comprehensive income under the same
caption where the result from valuation of the hedged item attributable to the hedged risk, in the same period during
which the forecasted hedge cash flows affect results for the year.

If the cash flow hedging derivative expires, is exercised, terminated or the hedge does not comply with the
requirements to be considered as such, the hedging designation is revoked, while the valuation of the cash flow
hedging derivative in stockholders’ equity remains under such caption, and when the forecasted transaction occurs,
it is recognized in results under the same caption where the result from valuation attributable to the hedged risk is
shown.
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The gain or loss resulting from valuing the fair value of a hedging derivative is recognized in the consolidated
statement financial of position under caption “Valuation adjustments from hedging of financial assets™ and in the
consolidated statement of comprehensive income under captions “Interest income” and “Financial intermediation
result”, given they correspond to hedging of interest rates of loan portfolio and investments in financial instruments
for collecting or selling, respectively. The result from valuation of the item attributable to the hedged risk is
recognized in the consolidated statement of financial position under caption “Valuation adjustments from hedging
of financial assets™ and recognized in results for the year under “Interest income”, in the case of loan portfolio,
while for investments in financial instruments for collecting or selling are recognized under caption “Financial
intermediation result”.

Collateral pledged and received in derivative transactions carried out over-the-counter

The collateral is a guarantee obtained to ensure payment of the considerations agreed in contracts with derivative
financial instruments in over-the-counter transactions not carried out in recognized markets or exchanges.

The granting of collateral pledged in cash in derivative over-the-counter transactions not carried out in recognized
markets or exchanges are recorded under caption “Other accounts receivable”, while collateral received in cash are
recorded as “Other accounts payable”.

Collateral pledged in securities are recorded as securities restricted by guarantees, and collateral received in
securities from derivative transactions are recorded in memorandum accounts.

g. Offsetting clearing accounts

Amounts receivable or payable on investments in financial instruments repurchase/resell agreements, and/or
transactions with derivatives which have expired but have not been settled at the date of the consolidated financial
statements, including amounts receivable or payable for purchase or sale of foreign currencies which are not for
immediate settlement or those with a same value date, are recorded in clearing accounts.

The balances of debit and credit clearing accounts are offset provided there is a contractual right to offset amounts
recognized and the intention to settle on a net basis or to realize the asset and settle, simultaneously, the liability.

Clearing accounts are shown under caption “Other account receivables, net” or “Creditors on settlement of
transactions”, as appropriate.

h. Loan portfolio
- Business model

The business model refers to the way the Institution administers or manages the loan portfolio to generate cash
flows. That is, the business model determines whether cash flows will come from obtaining contractual cash flows,
to the sale of the loan portfolio, or both. The Institution’s Internal Credit Committee approved the *“Business Model,
Classification and Measuring of Financial Assets Receivable of the Institution’s Loan Portfolio”™. The approved
model was to hold the portfolio up to maturity.

To determine whether the contractual cash flows of the loan portfolio are to be realized through their collection, the

frequency, value and timeliness of loan portfolio sales in prior periods, the reasons of such sales and the expectations
about the activity of future sales are factors to be entertained.
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Stand-alone sales do not determine the business model; instead, information on past sales and expectations about
future sales provide evidence related to the form in which the Institution’s purpose to administer or manage the loan
portfolio and, specifically, how cash flows are realized. The Institution considers information on past sales within
the context of the reasons of such sales and conditions that existed at that time in comparison to current conditions.

The business model can be to hold the loan portfolio to collect its cash flows, even if the Institution sells the portfolio
when there is an increase in its credit risk. Regardless of its frequency and value, sales stemming from an increase
in the credit risk of the loan portfolio are not incongruent with a business model which purpose is to hold it to collect
contractual cash flows, since the credit risk quality is relevant as to the capacity of the Institution to collect
contractual cash flows. Credit risks management activities that intend to minimize potential credit risks due to credit
impairment as an integral part of the business model.

The portfolios and products comprising the loan portfolio are assessed by the Institution to define its business model
and determine whether they comply with the assumption that the contract’s cash flows correspond solely to
principal and interest payments, or otherwise, should be valued at fair value based on their characteristics. The loans
or credit portfolios previously assessed, which contractual terms are modified, as well as the new products, are
subject to the business model tests.

The Institution evaluates periodically the characteristics of its business model to classify the loan portfolio based
on the purpose thereof.

To confirm the above, the Institution performed an analysis of the cash flows received through a “SPPI test” (Single
Payments of Principal and Interest), which is performed to determine whether a credit or loan portfolio, complies
with the assumption that contractual cash flows correspond solely to payments of principal and interest and should
be valued at amortized cost, or otherwise, given their characteristics should be valued at fair value. Upon conclusion
of said analysis it was determined that Nafin’s loan portfolio has a business model focused in holding the portfolio
up to maturity, and contractual cash flows correspond to the payment of principal and interest, thus, they shall be
valued accounting-wise, at amortized cost.

- Classification of loan portfolio
The Institution classifies its loan portfolio under the following captions:

e Commercial loans, granted to business entities and intended for their commercial or financial activity
including those granted to financial institutions other than interbank loans with maturities of less than
3 business days, loans for financial factoring transactions, discount and assignment of credit rights,
loans granted to trustees acting under trusts.

Likewise, these include credits granted to the Federal Government, states, municipalities and their decentralized
bodies, and loans to productive state entities, together with those having an express guarantee of the Federation,
registered with the Ministry of Finance and Public Credit (SHCP for the acronym in Spanish) and Banxico, as well
as those expressly guaranteed by states, municipalities and their decentralized bodies, duly registered before the
Registro Publico Unico (sole public registry) referred to by the Law of Financial Discipline of States and
Municipalities.

Represents the balance of the total or partial withdrawal of credit facilities granted to borrowers, plus accrued and
un-collected interest, less any interest collected in advance. The preventive allowance for credit risks is presented
deducting the balances of the loan portfolio. Unused lines of credit are accounted for in memorandum accounts,
under caption “Loan commitments”. The amount that is withdrawn by the borrower is considered in the loan
portfolio in accordance with the corresponding portfolio category.
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e Housing and consumer loans. - These are secured liquidity loans for housing and consumption (personal
loans) granted to former employees in local currency, as well as interest earned and having a remaining
balance to be settled at market term and rate.

Initial recognition

The Institution quantifies the transaction price corresponding to the net financial amount, which results from adding
or subtracting to the original loan amount, the financed insurance, transaction costs, fees, interest and other items
collected in advance. Such transactions price corresponds to the fair value of the loan portfolio at initial recognition
and is the basis for applying the effective interest method with the effective interest rate, which is the basis for
calculation of the amortized cost of the loan portfolio for its subsequent recognition.

The balance of the loan portfolio by the amount granted to the debtor and it is recorded no considering the costs of
the transaction, likewise the amount collected in advance, indicated in the paragraph above, which are recognized
as a deferred debit or credit, as applicable and are amortized in the result of the period in the term of the credit, in
accordance with the amortized cost.

Transaction costs include among other, fees and commissions paid to agents, advisors and intermediaries,
appraisals, research expenses, as well as debtor’s credit assessment, assessment and recognition of guarantees,
negotiations of the credit terms, preparation and process of the credit documentation and transaction closing or
cancellation. On the other hand, transaction costs do not include premiums or discounts, which are part of the fair
value of the loan portfolio at the time of the transaction.

The amount of the transaction costs and revenue associated with the credit granting which are part of the effective
interest is shown net in the consolidated statement of financial position under a separate caption, affecting the total
loan portfolio.

Any other expense not related to the credit granting, such as those related to promotion, advertising, potential
customers, management of existing credits (follow-up, control, recoveries, etc.) and other auxiliary activities related
to the establishment and monitoring of credit policies, are recognized directly in results for the year on an accrual
basis under the caption corresponding to the nature of the expense.

Collected commissions and transaction costs originated from a credit facility are recognized at that time as a credit
or deferred charge, which is amortized against results for the year for the period corresponding to the term granted
in the credit facility. In the event the credit facility is canceled, the outstanding balance is recognized directly in
results for the year under the caption corresponding to the date of cancellation of the credit facility.

- Subsequent recognition
At subsequent recognition, the loan portfolio is valued at amortized cost, which includes increases due to accrued
interest, reductions for amortizations of transaction costs and items collected in advance, as well as reductions and

for principal and interest collections and for the preventive allowance for credit risks.

In the event of credit facilities granted by the Institution, in which only part of the authorized amount has been
exercised, the unused portion thereof remains recognized in memorandum accounts.

Commissions that are recognized after the granting of the credit are those generated as part of maintenance of such

credits, as well as those charges for credits that have not been placed, are recorded in results of the year upon their
accrual.
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- Reclassifications

The Institution reclassifies the loan portfolio only if its business model is modified. These changes are the result of
external and internal changes that are significant for its operations and may be proved before third parties.

Reclassifications are communicated in writing to the Banking Commission within 10 business days following the
determination, exposing in detail the change to the business model that explains them. Reclassification is made
prospectively and does not modify the previously recognized profits and losses.

In years ended December 31, 2023 and 2022, there were no changes or modifications to the loan portfolio business
model.

Categorization of the loan portfolio by credit risk level
Portfolio with credit risk Stage 1
The following loans are considered portfolio with credit risk Stage 1:
Commercial loans: with 30 or less days past-due.
Consumer loans: when the number of days past-due, calculated as the total past due billings to rating date,
is less or equal to 1.
¢ Housing loans: when the number of days past-due, calculated as the total past-due billings to the rating date,

is less than or equal to 1.

Loan portfolio with credit risk Stage 2

The following loans are considered portfolio with credit risk Stage 2:

¢  Commercial loans: with more than 30 days and less than 90 days past-due.
Consumer loans: when the number of days past-due, calculated as the total of past-due billings to the rating
date, are greater than | but less than or equal to 3.

¢ Housing loans: when the number of days past-due, calculated as the total of past-due billings to the rating
date, is greater than 3.

Loan portfolio with credit risk Stage 3

e Commercial loans: with 90 or more days past-due.
Consumer loan: when the number of days past-due, calculated as the total past-due billings to the rating date
is greater than 3.

¢ Housing loans: when the number of days past-due, calculated as the total past-due billings to the rating date,
is greater than 3.

The outstanding balance according to the payment terms set forth in the loan agreement should be recognized as
loan portfolio with credit risk Stage 3 when:

1. Itis known that borrower has filed for bankruptcy under the Bankruptcy Law. Loans thrown into bankruptcy
that continue making payments in terms of the Bankruptcy Law are classified as portfolio with a credit risk
in Stage 3, if assumptions provided for in the following numeral 2 are met. Notwithstanding the provisions
in this item, loans that continue receiving payments pursuant to Section VIII of Article 3 of the Bankruptcy
Law, as well as loans granted under Article 75, in relation to Sections II and III of Article 224 of the
referenced law, will be transferred to the loan portfolio with credit risk Stage 3, if assumptions provided or
in the following numeral 2 are met.
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2. Amortizations of consumer loans and housing loans, referred to in Exhibit 16-A, “Procedure to calculate the
number of past-due billings in rating non-revolving consumer and housing loan portfolios™ as stated in the
General Rules Applicable to Credit Institutions (Withdrawals), have been partially paid, provided such debts
correspond to:

a) Loans with a single payment of principal and interest at maturity, which are more than 30 calendar days
past-due for principal and interest;

b) Loans with a single payment of principal at maturity and periodic interest payments, which are 90 or
more calendar days past-due for their respective interest payment, or otherwise 30 or more calendar
days past-due on the principal amount.

c) Loans with periodic partial payments of principal and interest, which are 90 or more calendar days past-
due for principal and interest.

For purposes of the provision in this numeral, the payment made in each billing period will be used to settle first
the oldest overdue billing, and then the one following, if any, and so forth until the most recent billing.

Loans with credit risk Stages 2 and 3 which are fully settled or comply with the sustained payment, are taken back
to the portfolio with credit risk Stage 1; situation evidenced by the payment of total due amount for principal and
interest with no delays in 3 consecutive amortizations (amortizations lower than or equal to 60 days), the payment
of 2 amortizations (periods between 61 and 90 calendar days) and in amortizations greater than 90 days, the payment
of one amortization. In loans with a single payment of principal at maturity, the sustained payment is evidenced by
covering at least 20% of the loan original amount upon the restructuring or renewal in a term of 90 days and when
such term has elapsed.

3. Loan amortizations not considered in the previous numeral, which amortizations have not been fully settled
in the terms originally agree upon, provided debits correspond to:

a) Loans with a single payment of principal and interest at maturity which are 30 or more natural days
past-due for principal and interest;

b) Loans with a single payment at maturity, and periodic interest payments, which are 90 days or more
calendar days past-due for their respective interest payment, or otherwise 30 or more calendar days
past-due on the principal;

¢) Loans with periodic partial payments of principal and interest, which are 90 or more days past-due for
principal and interest.

4, Immediately redeemable notes will be reported as portfolio with credit risk Stage 3 at the time they have not
been collected.

Loan portfolio should be recognized with credit risk Stage 3, when the entities have any element to determine
they should be migrated from Stage 1 or Stage 2.

In relation to maturity terms referred to in numerals 2 and 3, monthly periods may be used, regardless of the number

of days in each calendar month, according to the following equivalences: one calendar month, 30 days; three
calendar months, 90 days.
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Likewise, if the set term expires on a nonbusiness day, said terms will be understood ended on the following
business day.

In the case of acquisitions of loan portfolios, for the purpose of determining days past-due and the respective transfer
to a portfolio with credit risk Stage 3, consideration must be given to all instances of noncompliance by the borrower
since loan origination.

Loans with credit risk Stage 3 or Stage 2 for which outstanding balances are fully settled (principal and interest,
among other) or which, in the case of restructured loans, comply with the sustained loan payment, shall be
transferred back to the portfolio with credit risk Stage 1.

e Restructuring and renegotiations

For restructurings made by the Institution of loans with credit risks Stages 1 and 2, or which through a renewal are
partially settled, the gain or loss on the renegotiation is determined through the difference between the carrying
amount and the discounted cash flows at the original effective interest rate; the result is recorded in the consolidated
statement of comprehensive income as a deferred charge or credit against the gain or loss on the loan portfolio
renegotiation.

The amount of the partially restructured or renewed is the basis to apply the original effective interest rate, which
is only adjusted, if applicable, to include the transaction costs, fees, and other items collected in advance pending
amortization, as well as the those originated in the renegotiation are amortized during the new loan term based on
the effective interest rate.

If the Institution renews a loan, it is considered there is a new loan, therefore, the previous loan, in the event of total
renewal, is written off.

Loans with credit risk Stage 2 or Stage 3 which are restructured or renewed are not classified to a Stage with lower
risk as a result of such restructuring or renewal until there is evidence of sustained payment.

Loans with single payment of principal at maturity which are restructured during their term or renewed at any time,
are transferred the immediately following category with greater risk until they show sustained payment. Withdrawn
credit facilities, which are restructured or renewed at any time, are transferred to the immediately following category
with greater risk, except when there are elements that justify the debtor’s repayment capability, have repaid in full
interest and payments due on the restructuring or renewal date.

[f withdrawals made under the credit facility, when they are restructured or renewed regardless of the corresponding
credit facility, represent 25% of the total withdrawn balance of the credit facility to the restructuring or renewal
date, the total withdrawn balance, as well as the subsequent withdrawals, are transferred to a classification with
greater risk. The total balance withdrawn from a credit facility is transferred to a classification with lower credit
risk if there is evidence of the sustained payment of the withdrawals that originated such transfer, and there has
been compliance with all obligations due of the total credit facility on the assessment date.

Loans with credit risk Stages 1 and 2, other than the mentioned above which are restructured or renewed without

having at least 80% of the original loa term elapsed, will remain in the same category, only if total accrued interest
and the original principal loan amount which should have been covered are paid.
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Loans with credit risk Stages | and 2 other than the above mentioned which are restructured or renewed during
the course of the final 20% of the original term of the loan will be transferred to the immediately following
category with greater risk, except if the borrower has fully paid the total interest accrued on the restructuring or
renewal date, covered the total original amount of the loan which at the date of renewal or restructuring should
had been paid and paid 60% of the original loan amount.

Loans with credit risk Stages 1 and 2 which are restructured or renewed more than once, are transferred to a
portfolio with credit risk Stage 3, except when, in addition to the conditions set out in the previous paragraphs,
the Institution has elements that evidence the debtor’s repayment capability.

The Institution recognizes the outstanding balance pending amortization corresponding to the gain or loss on
renegotiation in results for the year when the loan is transferred to a portfolio with a credit risk Stage 3.

If in a restructure or renewal several loans granted to the same borrower are consolidated, and it is concluded
that one or more of such loans should be transferred to a portfolio with a greater credit risk as a result of such
restructuring or renewal the total balance of the consolidated loan is transferred to the category corresponding to
the loan subject to consolidation with a greater credit risk.

Loans classified in Stage 2 due to a restructuring or renewal are evaluated periodically to determine whether
there is an increase in their risk originating a transfer to Stage 3.

Restructurings which to the transaction date show compliance with the payment in the total amount due for
principal and interest are not transferred to a category with greater credit risk when they only modify one of the
following conditions: extension or replacement of guarantees for others of better quality; improvement to the
interest rate; new currency or unit of account; the change in the payment date does not involve exceeding or
modifying its periodicity.

e Loan sustained payment

A loan sustained payment is evidenced when the borrower makes the payment of the total due amount of principal
and interest without delay, for at least three consecutive amortizations of the loan payment scheme, for
amortizations that cover periods shorter than or equal to 60 days, or the payment of two amortizations in the
event of loans with periods between 61 and 90 calendar days, and in the event of loans with amortizations
covering periods longer than 90 calendar days, the payment of one amortization.

When the amortization periods agreed in the restructuring or renewal are not homogeneous, for purposes of
evidencing the sustained payment, it is required to consider the number of periods representing the longest term.

For restructurings modifying the periodicity of payment to shorter periods, it is required to consider the number
of amortizations of the original loan scheme.

In the case of consolidated loans, if two or more loans originated the transfer to a portfolio with credit risk
Stage 2 or State 3, for the purpose of determining the required amortizations, the original repayment scheme
should be considered, where such amortizations should be equal to the longest term.

In any case, to evidence there is a sustained payment, the entity should make available to the CNBV evidence

that the borrower has repayment capability upon carrying out the restructuring or renewal to face the new loan
conditions.
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The minimum elements to be considered for the purpose of the previous paragraph are as follows: the intrinsic
borrower's probability of default, the guarantees granted to the restructured or renewed loan, the order of
preference for payment before other creditors and the borrower's liquidity in the face of the new financing
structure.

For loans with single payment of principal at maturity, whether the interest payment is periodic or upon maturity,
it is considered there is sustained payment of the loan upon occurrence of the following assumptions:

a) the borrower has covered at least 20% of the original loan amount upon restructuring or renewal, or
otherwise,

b) the amount of accrued interests according to the repayment scheme for restructuring or renewal
corresponding to a term of 90 days has been covered and at least such term has elapsed.

Loans which are restructured or renewed more than once, which have been agreed with a sole payment of
principal at maturity, regardless of whether interest payment is periodic or at maturity, will evidence loan
sustained payment when:

a) the borrower covers at least 20% of the outstanding principal to the date of the new restructuring or renewal;

b) the amount of accrued interests according to the new repayment scheme for restructuring or renewal
corresponding to a term of 90 days has been covered and at least such term has elapsed, and

¢) the entity has elements to prove the debtor’s repayment capability. For commercial loans, such elements
should be duly documented and integrated into the loan’s file.

Prepayment of amortizations of the restructured or renewed loans, other than those with singe payment of
principal at maturity, regardless of whether interest payment is periodic or at maturity, will not be considered
sustained payment. That is the case of amortizations of restructured or renewed loans which are paid without
having the calendar days equivalent to the required period elapsed.

In any case, loans transferred to a category of greater credit risk as a result of a restructuring or renewal, should
remain a minimum of three months in such stage to evidence sustained payment and, thus, be transferred to the
immediately following stage with lower credit risk, except for restructured or renewed loans granted for a term
shorter than or equal to 6 months and which are not restructured or renewed consecutively for the same term.
The foregoing shall not be applicable to loans with payment of principal at maturity, regardless of whether
interest payment is periodic or at maturity.

¢ Discontinuation of interest accrual
Interest accrued on loan transactions should be discontinued when the outstanding balance of the loan is
considered to be with credit risk Stage 3. Likewise, it is required to consider the balance pending amortization
of the transaction costs, as well as of the items collected in advance and, if any, the effect of the profit or loss on

the renegotiation pending amortization against the year’s results.

For loans contractually capitalizing interest to the debt amount, the discontinuation of interest accrual established
in the paragraph above will be applied.
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During the period loans are held in a portfolio with credit risk Stage 3, interest earned will be recorded in
memorandum accounts. If such interest or financial income is collected, it will be directly recognized in the
year’s results under the caption “Interest income”, cancelling, in the case of a financial lease, financial factoring
transactions, discount or assignment of credit rights, the corresponding financial income to be earned.

In the event interest recorded in memorandum accounts pursuant to the previous paragraph are written off or
charged off, these should be canceled in the memorandum accounts without affecting the preventive allowance
for credit risks.

“Special accounting criteria provided by the Banking Commission applicable to loan institutions, for those
accredited with domicile or source of payment situated in zones declared in emergency status” affected by
Hurricane Otis.

Based on Article 175 first paragraph of “General Rules Applicable to Loan Institutions™ and as a consequence
of the damages caused by hydro-meteorological phenomena severely affecting the State of Guerrero as a result
of which the Secretary of Security and Public Safety issued on October 26, 2023, the “Accord through which it
is Established an Emergency Situation”, being Acapulco de Judrez the municipality with initial attention, the
Banking Commission determined to temporarily release special accounting criteria through
Official Letter P-307/203 dated October 2023.

The Banking Commission released special accounting criteria in respect to consumption, housing and
commercial loans for borrowers having their domicile or the loans which source of payment is situated in affected
zones and that were accounting wise classified as portfolio with credit risk Stage 1 or Stage 2 on October 2023,
for the purpose of being renewed or restructured remaining in the same credit risk category and not to be
considered a restructured loans, in accordance with Criteria B-6, “Loan Portfolio™.

The benefit stated above, among other aspects, allows that the new maturity term which, as the case may be, is
granted to the borrower, does not exceed more than 6 months the original maturity date of the transactions and
the corresponding processes of such restructuring or renewal conclude no later than April 30, 2024.

To this effect, Nafin implemented the “Emergent Support Scheme for Companies affected by Hurricane Otis in
the State of Guerrero (Rescheduling)” (the Scheme), for the purpose that Nafin borrowers subject to this benefit
may access a rescheduling scheme of amortizations, as a result of the impact caused by Hurricane Otis in the
State of Guerrero, and through this scheme such companies are able to maintain jobs and carry out the most
essential expenses to continue with their operations.

The Scheme was issued considering the possibility to apply the “General Rules Applicable to Loan Institutions
(Single Banks Circular Letter)”, Schedule 33, Criteria B-6, Loan Portfolio, as well as special accounting criteria
issued by the Banking Commission, having as instrumentation deadline April 30, 2024.

As of December 31, 2023, no eligible transactions have been instrumented eligible for the authorized Scheme.
i. Preventive allowance for credit risks

The preventive allowance for credit risks is recorded, which, based on Management’s best estimate is sufficient
to cover any loss which could arise both from loans included in its loan portfolio, and from other credit risks of
guarantees issued and irrevocable loan commitments.

The amount of the preventive allowance for credit risks is determined based on the different methodologies set
out by the CNBV for each type of credit and credit risk level, as well as additional estimates required in various

regulations and bodies of laws recognized by the CNBV and should be recognized in results of the corresponding
period.
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Loan portfolio rating is based on an expected loss model which considers in its evaluation, the loan stage (1, 2
or 3), the economic sector to which it belongs, the probability of default, the loss given default and the exposure
at default, while for the consumer and housing portfolio, rating was made according to the methodology for
rating consumer and housing loan portfolios, referred to in Subsection A of the First and Second Sections of
Chapter V, Second Title, of the General Provisions Applicable to Credit Institutions published through a
modifying resolution on October 25, 2010 and its subsequent amendments.

Identification of the loan portfolio impairment level should take place before the default, considering, among
other factors, significant increases in credit risk indicators, deterioration in the external rating of an instrument
or borrower, significant risk increases in other instruments of the same borrower, delinquency information,
significant deterioration in market indicators, significant changes in the value of guarantees or in the operating
results of the borrower, even those of the economic environment.

An estimate of expected losses should be made by considering the 3 mentioned stages, depending on the level
of credit impairment of assets, as follows:

e Stage 1, is the stage that incorporates financial instruments whose credit risk has not increased
significantly since their initial recognition, and the estimate should be created for a 12-month period for
loans which credit risk has not increased significantly since their initial recognition until the date of the
financial statements and which do not meet the assumptions to be considered in Stages 2 or 3.

* Stage 2, which incorporates the instruments in which a significant risk is presented in the credit risk
since their initial recognition, for loans which have shown a significant increase in the credit risk since
their initial recognition until the date of the financial statements, according to the provisions of the
models to calculate the preventive allowance for credit risks.

e Stage 3, which encompasses instruments in which there is objective evidence of impairment and for
which, both in Stage 2 and in Stage 3, it is established that the Credit Institutions should create
allowances for loan losses for the remaining term to maturity for loans with credit impairment originated
for occurrence of one or more events that have a negatively impact on the future cash flows of such
loans.

The amount of the allowances for loan losses on each loan shall be the result of applying the following formula:

Ri =Pli x SPi x Eli
Where:
Ri Amount of the allowances for loan losses to be set aside of the i-th loan.
PIi Probability of default of the i-th loan
SPi Loss given default on the i-th loan
Eli Exposure at default of the i-th loan

Eli should be computed on a monthly basis and, in the case of Pli and SPi, at least quarterly.

Commerecial portfolio. - The allowances for the commercial portfolio are based on the individual assessments
of the credit risk of borrowers and their classification in accordance with the General Provisions applicable to
the rating methodology of the Credit Institutions loan portfolio provided by the Banking Commission.
Commercial loans shall be subject to a credit rating without including those loans with guarantee from Entities
of the Federal Public Administration under direct budgetary control, productive State companies or those
indicated in section VI of Article 112 of the Provisions, in which the allowance percentage shall be equal to
0.5%.
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Preventive allowances for credit risk for commercial portfolio are classified based on the risk grades and the
percentages on the following table:

Risk grade Percentage range for allowances
Al 0.000% 0.90%
A2 0.901% 1.5%
Bl 1.501% 2.0%
B2 2.001% 2.50%
B3 2.501% 5,0%
Cl 5.001% 10.0%
C2 10.001% 15.5%
D 15.501% 45.0%
E Higher than 45.00%

e Methodology for the rating of commercial portfolio
The commercial portfolio rating exercise based on the expected loss model considered the following:

1. The commercial portfolio was classified according to the Provisions, as applicable to the Institution, in
accordance with the following:

i. States and municipalities (not applicable to the Institution).

i. Projects with own source of payment (Exhibit 19).

iii. Trustees who act on behalf of trusts, not included in the previous subsection, as well as credit schemes
commonly known as “structured” (not applicable to the Institution).

iv. Financial entities (Exhibit 20).

V. Business entities not included in the previous subsections and individuals with business activities:

e Annual net revenues or net sales < 14 million UDIs (Exhibit 21).
o “Non overdue borrowers” in the last 12 months.
o “Overdue borrowers™ at least with one day overdue in the last 12 months.

¢ Annual net revenues or net sales > 14 million UDIs (Exhibit 22).
o Small companies: 14 million UDIs > Annual net sales < 54 million UDIs.
o  Companies: 54 million UDIs > Annual net sales < 216 million UDIs.
o Large companies: Annual net sales > 216 million UDIs.
Likewise, the commercial portfolio is classified in stages according to the following:

e Stage |. For loans with 30 or less days past due.

 Stage 2. For loans with more than 30 days past-due and less than 90 days past-due, o which comply with
any of the criteria described in Stages 1 or 3.

* Stage 3. For loans with 90 or more days past-due o when the loan is in Stage 3, according to the terms set
out in the Accounting Criterion B-6, Commercial portfolio.
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* Methodology for rating of consumer and housing portfolio

Rating of the consumer and housing portfolios is determined based on the result determined by the impact of the
probability of default in the loss given default associated to the value and nature of the loan guarantees. The
origin of these portfolios arises from loans granted to employees, once their labor relationship with the Institution
is terminated, and which according to the internal regulations of the CNBV are part of the loan portfolio.

e Additional reserves

To determine additional reserves reported to the Banking Commission which the Institution had to set up in years
2023 and 2022, where the methodology consists of estimating the amount of the additional reserves depending
on the expected threshold of Stage 3 of overdue portfolio for years 2023 and 2022. The threshold would be
determined by the portfolio’s behavior. Likewise, a comparison was prepared between the Institution’s overdue
portfolio in Stage 3 and the Commercial Bank’s average overdue portfolio in Stage 3, with the assumption that
the Institution’s overdue portfolio in Stage 3, would tend to the bank average and will reach a percentage similar
to that of the Commercial Banks in the short term.

e Accounting records

In light of the above, the Institution calculates the amount of the preventive allowance for credit risks, which is
recorded in the corresponding year’s results; surplus in the preventive allowance for credit risks is canceled
against the year’s results, affecting the same item that gave it origin, that is, the one of the preventive allowance
for credit risks.

e Impaired loan portfolio

The Institution considers as impaired loans, those commercial loans for which it determines that there is a
considerable probability that they could not be recovered in full, without excluding improvements in risk levels
resulting from the secured portion of the loan, or loans that, although current, result from negotiations in which
a forgiveness, reduction or discount was authorized at the end of the agreed-upon term.

e Additional identified reserves

Additional reserves are established for those loans, which in Management's opinion, may be impaired in the
future given the individual situation of the customer, the industry or the economy. Furthermore, it includes
estimates for items such as normal interest earned but not collected and other items whose realization is
considered to result in a loss to the Institution, as well as reserves maintained for guarantees granted.

jo  Other accounts receivable

Other accounts receivable are initially recognized when a right generated from a transaction arises, that is, when
these are accrued at the amount for which there is a collection right, which in general is their nominal value.
Subsequently, they are valued based on the amount for which there is a collection right, which in general is their
nominal value pending collection.

Loans to officers and employees and the accounts receivable related to debts whose maturity is agreed from
origin to a more than 90 calendar day term are assessed by Management’s to determine the estimated recoverable
amount and as required, to create the corresponding allowance. The balances of other debit items are recorded
into the year’s results 90 days after their initial recording, if they correspond to identified items and 60 days if
the balances are unidentified, regardless of their chance of recovery, except for recoverable balances for
creditable value-added tax.

With regards to clearing accounts, in the case where the amount receivable is not settled within 90 calendar days

from the record in clearing accounts, it is recorded as past due and an allowance for non-recoverability is recorded
for the total amount.
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k. Foreclosed assets or assets received in lieu of payment

Foreclosed assets are recorded on the date of the admission order of the judicial sale by which the foreclosure
was decreed, became final and conclusive and is immediately available for execution.

Assets received in lieu of payment are recorded on the date the deed of payment is formalized, or that on which
the transfer of title to the asset is formally executed.

The value recognition of foreclosed assets shall be:

a) the lower of the gross carrying amount of the asset originating the foreclosure, without deducting the
allowance for credit risks known to this date, and the net realization value of assets received when the
intention of the Institution is to sell such assets to recuperate the amount receivable: or

b) the lower between the gross carrying amount of the asset originating the foreclosure or the fair value of
the received asset when the intention of the Institution is to use the foreclosed asset for its operations,

When the net value of the assets originating the foreclosure exceeds the value of the foreclosed asset, the loss is
recognized in results for the year, under caption “Other operating income (loss)”; otherwise, the value of the
foreclosed asset is adjusted to the net value of the asset.

At the time of recognizing a foreclosed asset, the value of the asset originating the foreclosure and the allowance
created as that date, are accounting wise derecognized, affecting the credit allowance in the statement of
comprehensive income.

Foreclosed assets are valued according to the type of assets they represent, recording said valuation against
results of the year under caption “Other operating income (loss)”. The Institution’s policy referred to foreclosed
assets is to recognize accounting wise an estimate (loss) for the full amount of the foreclosed value.

Foreclosed assets pledged for sale are recognized as restricted at the carrying amount; collections received on
account of the asset are recorded as a liability; on the date of the sale a gain or loss is recognized in results under
caption “Other operating income (loss)”.

I Property, furniture and equipment

Property, furniture and equipment are recorded at acquisition cost. Balances of acquisitions made before
December 31, 2007 were adjusted using factors based on the UDI value from the date of acquisition through that
date.

Depreciation is calculated using the straight-line method, based on the useful lives of the corresponding assets
estimated by the Institution’s Management. Depreciation amount of property, furniture and equipment is
determined by subtracting the residual value and, as applicable, the cumulative impairment losses from the
acquisition cost. The Institution evaluates periodically the residual values of property, furniture, and equipment
to determine amounts to be depreciated.

The Institution evaluates periodically the net carrying amount of property, furniture, and equipment, to determine
whether there is an indication that these values exceed their recoverable amount. The recoverable amount is the
higher of the net sales price and the value in use. If it is determined that the net carrying amounts exceed their
recoverable amount, the Institution recognizes the impairment by subtracting it from the year’s results.
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m. Permanent investments

Permanent investments are initially recognized on the basis of invested amount, contributed or of acquisition.
Subsequently, said investments are valued by the equity method, which consists of adjusting the value of the
investment, contribution or of acquisition of shares, by the proportional part of comprehensive income and the
distribution of earnings from capital reimbursements subsequent to date of acquisition. Losses in associated
companies, not resulting from reductions in the equity percentage but as a consequence of movements of other
owners, are recognized in the corresponding proportion in the permanent investment against results in the year
of occurrence.

The Institution’s participation in the result of associated companies is shown separately in the consolidated
statement of comprehensive income.

The other permanent investments where there is no control, joint control, or significant influence are classified
as other investments, which are initially recognized and are valued at their acquisition cost. If there are dividends
from such investments, these are recognized in results under the caption “Other operating income (expenses)”,
except if they come from profits on acquisition of prior periods, in which case, these are subtracted from the
permanent investment.

n. Advance payments

Advance payments represent those disbursements made by the Institution, in which the benefits and risks
inherent to the goods to be acquired or to the services to be received have not yet been transferred. Advance
payments are recorded at their cost and are shown in the consolidated statement of financial position under the
caption “Advance payments and other assets”. Once the goods and/or services have been received, these are
recognized as an asset or expense in the consolidated statement of comprehensive income for the period,
according to their respective nature.

This caption includes mainly expenses and commissions paid in advance, as well as guarantee deposits, which
are recognized as an asset for the amount paid when they are made, provided there is an estimate of the future
economic benefits for the Institution. In the presence of any sign of impairment of the asset value, the potential
impairment loss is determined and, if the recovery value is lower than the net carrying amount, the asset value is
reduced, and the impairment loss is recognized in the year’s results.

The other assets include the assets for employee benefits and deferred employee profit-sharing.
0. Income tax
Income taxes payable for the year are determined according to the tax provisions in effect.

Deferred income taxes are accounted for under the asset-liability method, which compares book and tax values.
Deferred income taxes (assets and liabilities) are recognized for the future tax consequences attributable to
temporary differences between the values set forth in the financial statement for the existing assets and liabilities
and their respective tax bases, and in the case of income tax, for operating loss carryforwards. Deferred income
tax assets and liabilities are calculated based on the statutory rates set forth by the relevant law, which are to be
applied to the taxable income in the years for which it is estimated that the temporary differences will be reversed.
The effect of changes in the tax rates applicable to deferred income taxes and are shown in results for the year
in which such changes are approved.
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The deferred income tax asset is periodically assessed creating, where appropriate, the valuation allowance
for those temporary differences for which there might be an uncertain recovery.

Income taxes are presented and classified in results for the year, except those that originate from a transaction
that is recognized in other comprehensive income (OCI) or directly in a caption under stockholders' equity.

p. Deposit funding
Deposit funding is presented broken down in the following concepts:

e Time deposits; and
e debt securities issued.

Time deposits include, among others, certificates of deposit settled on pre-determined days and promissory notes
with return payable at maturity. Debt securities issued include, among others, bank bonds and stock certificates.

Liabilities from deposit funding are initially recognized by applying the following steps:

i at transaction price, transaction costs are added or subtracted, as well as other items paid in advance,
such as commissions and interest;

ii. the future value of the estimated cash flows to be paid for contractual principal and interest is
determined during the remaining term of the liability or for a shorter term, if there is a probability of
prepayment or other circumstance that would require using a shorter term;

iii. the effective interest rate of the liability is calculated; it is determined considering the relationship
between the amount determined in the two previous subsections.

iv. the amount determined in subsection (i) is the fair value of the liability at which it is initially
recognized; this amount is the basis for applying the effective interest method with the effective
interest rate resulting from step (iii): that is, it is the basis for calculation of the liability amortized
cost at the subsequent recognition.

Upon calculating the effective interest rate, the Institution estimates the expected cash flows considering all
contractual terms of the liability (such as prepayment, extension, early repayment and other similar options). The
calculation includes all commissions and other charges paid or received among the parties of the agreement
which are part of the effective interest rate, such as interest, commissions and other items paid in advance, as
well as the transaction costs and all other premiums or discounts.

Transaction costs include, among others, fees and commissions paid to agents, advisors and intermediaries,
duties paid to regulatory authorities and security markets, bonds or collateral payments, as well as transfer taxes
of the financial instrument. These do not include premiums or discounts, which are part of the fair value of the
financial instrument at the time of the transaction.

Those liabilities from deposit funding denominated in foreign currencies are recognized in the corresponding
currency and translated with the exchange rate at date of transaction. At the closing of the year, these liabilities
are translated at the exchange rate in force at the date of the statement of financial position. Changes in exchange
rates are recognized in results of the year when they occur.

After initial recognition, liabilities from deposit funding are valued at their amortized cost, which includes,
among others, the increase due to accrued effective interest and reductions due to principal and interest payments
and, if any, the effect of any forgiveness granted in relation to the amount to be paid. The effective interest is
recognized as an “Interest expense” in the year’s on an accrual basis.
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The Institution derecognizes a liability from deposit funding (or part thereof) from the consolidated statement of
financial position only when it is extinguished, as the obligation has been complied with, that is, when it is
transferred, settled or expired.

Interest is charged to expense on an accrual basis under " Interest expense". For instruments sold at a value different
from their nominal value, the difference between the instrument’s nominal value and the amount effectively
received therefrom is recognized as a deferred charge or credit and amortized on a straight-line basis over the term
of the respective instrument.

When a financial instrument payable bears an interest rate periodically modified, the effective interest rate is
determined for each period. In such event, it would be necessary to determine the effective interest rate for the
remaining life of the loan, considering the unamortized transaction costs. If there are periodic payments of principal
amount, an amortization of transaction costs in straight-line is not appropriate. However, if changes in rates are not
relevant, it will not be necessary to change the effective interest rate.

q. Provisions

Based on Management's estimates, the Institution recognizes accruals for present obligations where the transfer of
assets or the rendering of services is probable and arises due to past events.

r. Interbank loans and from other agencies

This caption comprises short and long-term immediately due and payable loans from domestic and foreign banks,
which are recorded based on the contractual value of the obligation. Interest is charged to expense on an accrual
basis under " Interest expense".

Those interbank loans received by the Institution and agreed for a term shorter than or equal to 3 business days are
presented as immediately due and payable, while those for terms longer than 3 business days are grouped as short
and/or long-term in the consolidated statement of financial position.

Those interbank loans denominated in foreign currencies are recognized in the corresponding currency and
translated at the historical exchange rate in force at the date of the loan transaction. At the closing of the year, those
liabilities are translated at the exchange rate of the statement of financial position. Changes in rates of exchange are
recognized in results in the year in which they occur,

After initial recognition, interbank loans are valued at their amortized cost, which includes, among others, the
increase due to accrued effective interest and reductions due to principal and interest payments and, if any, the effect
of any forgiveness granted in relation to the amount to be paid. The effective interest is recognized as an “Interest
expense” in results on an accrual basis.

s. Employee benefits
Employee benefits granted by the Institution are all kind of compensations accrued earned in favor thereof and/or
their beneficiaries in exchange of the services received from the employee or for the termination of employment.
Such benefits are described below:

e Short-term direct benefits
Short-term direct employee benefits are recognized in results for the period in which the services rendered are

accrued. A liability is recognized for the amount expected to be paid if the Institution has a legal or assumed
obligation to pay this amount as a result of past services provided and the obligation can be reasonably estimated.
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* Long-term direct benefits

The Institution 's net obligation in relation to direct long-term benefits (except for deferred employee statutory profit-
sharing), and which the Institution is expected to pay at least twelve months after the date of the most recent
consolidated balance sheet presented, is the amount of future benefits that employees have obtained in exchange for
their service in the current and previous periods.

e Termination benefits

A liability is recognized for termination benefits along with a cost or expense when the Institution has no realistic
alternative other than to make the corresponding payments or when the offer of these benefits cannot be withdrawn
or when the conditions that require the recognition of restructuring costs are met, whichever occurs first. If benefits
are not expected to be settled within 12 months following the closing of the annual year, they are discounted.

- Defined benefit plan

In addition, the Institution has a defined benefit plan in place that covers the pensions for retirement, the seniority
premiums and legal compensation to which employees are entitled in accordance with the Federal Labor Law, as
well as obligations related to corresponding to plans for medical benefits, and life insurance for retirees.

Irrevocable trusts have been established for all plans to manage the respective plan funds and assets.

The calculation of liabilities for defined benefit plans is made annually by actuaries using the projected unit credit
method. When the calculation results in a possible asset to the Institution, the recognized asset is limited to the present
value of the economic benefits available in the form of future refunds from the plan or reductions in future
contributions to it. To calculate the present value of the economic benefits, any minimum financing requirement
should be taken into consideration.

The labor cost of current service, which represents the periodic cost of employee benefits for having completed one
more year of working life based on the benefit plans, is recognized in administrative expenses. The Institution
determines the net interest expense (income) on the net defined benefit liability (asset) for the period by applying the
discount rate used to measure the defined benefit obligation at the beginning of the reporting annual period,
considering changes in the net liability (asset) from the defined benefits during the period as result of the estimates
of the contributions and benefit payments.

The amendments to the plans that affect the cost for services provided are recognized in the income immediately in
the year where said amendment occurs, without the possibility for deferral in subsequent years. Furthermore, the
effects of any liquidation or reduction of obligations in the period that significantly reduce future service cost and/or
significantly reduce the population eligible for benefits, are recognized in income (loss) for the period.

Remeasurements generated as from January 1, 2016 (before actuarial gains and losses) resulting from differences
between the projected and actual actuarial assumptions at the end of the period, are recognized when incurred as part
of the other comprehensive income within stockholders' equity and is subsequently recycled to the results of the
period, based on the average remaining working life of the employees.

According to the resolution published on December 31, 2015 by the Banking Commission, the Institution will
recognize the modifications to the plans and remeasurements accumulated up to December 31, 20135,

gradually by year 2021 and during the next four years, recognizing 20% as from its initial application, and the
corresponding 20% will be recognized in each one of the subsequent years.
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Employee Statutory Profit-Sharing incurred and deferred

Employee Statutory Profit-Sharing (PTU for the acronym in Spanish) incurred in the year is determined in
accordance with current tax provisions.

Employee Profit-Sharing is accounted for in accordance with the assets and liabilities method, which compares
accounting and tax values thereof. Deferred PTU (assets and liabilities) is recognized for future tax consequences
attributable to the temporary differences between the accounting value of existing assets and liabilities and their tax
basis. Deferred PTU is determined using rates provided by the corresponding law and shall be applied to taxable
income in those years in which it is estimated temporary differences will revert. The effect of changes in tax rates
over the deferred Employee Statutory Profit-Sharing is recognized in results of the period in which such changes are
approved.

Deferred Employee Statutory Profit-Sharing is presented and classified in results for the period, except for those
stemming from a transaction recognized in other comprehensive income or directly under caption stockholders’
equity. Deferred Employee Statutory Profit-Sharing is presented under caption *Administrative and promotion
expenses”, in the consolidated statement of comprehensive income.

t. Stockholders’ equity

Stockholders” equity and other accounts included under equity (reserves, accumulated results, etc.), are presented as
follows: i) movements carried out starting January 1, 2008, at historical value, and ii) movements carried out up to
December 31, 2007, at updated values as explained in Note 3 (b).

u. Segments

Financial information by segment is prepared based on the provisions in paragraph 6 of criterion A-2, Application of
Specific Standards, issued by the CNBV through Exhibit 33 to the CUB, to allow the user of the financial information
the analysis of the entity, with a view equal to the one of management or administration thereof.

Nafin segregates its activities according to the seven operating segments, as described below:

*  Markets and Treasury operation: Through these activities, it is involved in the venture capital of public and
private companies with focus on consolidating the financial structure thereof, including investment
transactions made by the Institution on its own, such as investments in financial instruments, repurchase/resell
agreements, securities lending and derivative financial instruments.

e First Tier credit operation: This corresponds to loans placed directly with companies of the public and private
sector.

e Second Tier credit operation: This corresponds to channeling of resources through banking and non- banking
financial intermediaries.

e Loan guarantees: Program whereby loan granting to MyPimes is encouraged through Nafin’s involvement in
the risk over financing granting by financial intermediaries.

e  Financial agent: Loan transactions with resources from international financial bodies and those performed
under an agency, where the Institution acts on behalf and by mandate of the Federal Government, under the
terms and conditions established by the SHCP, as well as pursuant to the applicable regulations according to
the funds source.
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¢ Trustee: Financial vehicle for management of properties and rights, through a trust or agency for a specific
purpose.

®  Other businesses (capital investment, subsidiaries, among others): Capital contributions through private
capital funds to consolidate small and medium size companies. In addition to revenues from equity of the
Institution in related companies.

v. Revenue recognition

Interest on loans granted including the interbank loans agreed for a term shorter than or equal to three business days,
is charged to expense on an accrual basis. Interest on past-due loan portfolio is recognized in income upon effective
collection.

The interest collected in advance and loan origination fees are recorded under caption "Deferred loans and
prepayments” and applied to the year's results under the caption "Interest income" and "Commission and fee income",
respectively, as accrued, in the term of the loan or during the year, as applicable,

Commissions from assets in custody or under management are recognized in income when the services are rendered.
under the caption "Commission and fee income".

Fees on trust transactions are recognized in income as accrued in "Commission and fee income”. Such revenues are
not accrued when fees are 90 or more calendar days past due and are recorded in memorandum accounts. If accrued
revenues are collected, they are recorded directly in the year’s results.

Fees for restructured or renewed loans are recorded as deferred loans and amortized against the results of operations
for the year in "Interest income" using the straight-line method during the new term of the loan.

Commissions from intermediation by the Institution between the lender and the borrower for the contracting of loans
on the markets, are recorded in the consolidated statement of comprehensive income, on an accrual basis. under the
caption "Commission and fee income."

w. Foreign currency transactions

Foreign currency transactions are accounted for at the exchange rate in force on the date entered into. at the closing
date of the consolidated financial statements, monetary assets and liabilities, denominated in foreign currency, are
translated at the rate of closing exchange published by the Mexican Central Bank. Foreign exchange differences
generated on the date transactions took place and those of their collection or payments, as well as those from
translation to Mexican pesos of balances denominated in foreign currency at the date of the consolidated financial
statements, are applied to results of the year in which they originate.

In the case of the London branch, foreign currencies different from the dollar, are first converted to dollars and
subsequently to Mexican pesos in accordance with the previous paragraph.

Xx. Fair value

Fair value is the sales price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants on the valuation date.
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To determine the fair value, the following should be considered:

a) the specific asset or liability subject to valuation:

b) for a nonmonetary asset, the greatest and best use of the asset, and if the asset is used in combination with
other assets or on an independent basis:

¢)  the market in which an orderly transaction would take place for the asset or the liability; and

d) the valuation technique or techniques appropriate to determine the fair value.

Fair value hierarchy

To increase coherence and comparability in the determinations of the fair value and the related information to be
disclosed, the Accounting Criteria establishes a fair value hierarchy which classifies in three levels the inputs used to
determine the fair value. The availability of relevant inputs and their relative subjectivity may affect the selection of
the appropriate valuation techniques. However, the fair value hierarchy prioritizes the inputs rather than the valuation
techniques used to determine the fair value.

The fair value hierarchy gives the highest priority to quoted (unadjusted) prices in active markets for identical assets
and liabilities (Level 1 inputs) and the lowest priority to unobservable market inputs (Level 3 inputs).

The Institution classifies its assets and liabilities valued at fair value according to the following:

Level I: When evidence of inputs is available in the main market of the asset and/or liability, and when the Institution
may carry out a transaction for that asset and/or liability at the market price on the valuation date.

According to the Accounting Criteria, the Institution does not classify as Level 1 the updated prices for valuation
which are determined by the use of internal valuation models.

Assets and liabilities at fair value presented in Level 1 should be transferred to the next level when: i) similar assets
and liabilities valued at fair value have a quoted price in an active market, but it is not observable: ii) a price in an
active market does not represent the fair value on the valuation date: or iii) the fair value of a liability or an equity
instrument is determined using a quoted price in an active market and such price requires adjustments for specific
factors.

Level 2: When: a) inputs are different from the ones available in the market but are observable substantially over the
term of the asset and/or liability life: b) quoted prices are identical or similar in markets with not very frequent
transactions and of sufficient volumes; c) inputs used are other than quoted prices but are observable: and d) inputs
may be corroborated by the market.

Assets and liabilities at fair value presented in Level 2 are transferred to Level 3, when the adjustments made to non-
observable inputs are relevant and significant for the whole valuation.

Level 3: There is a minimum market activity as of the valuation date of the asset and/or liability and, therefore, inputs
are not observable for the valuation.

¥- Memorandum accounts
Memorandum accounts correspond mainly to assets in custody or management and trust transactions.
Customer’s securities held in custody, guarantee or under management, are recorded in the corresponding

memorandum accounts in accordance with the accounting criteria established by the Banking Commission, and
represent the maximum expected amount at which the Institution is obliged to respond to its customers.
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The amounts of the assets in custody or under management are presented under the caption "Assets in custody or
under management”, while trust transactions are presented under the caption "Assets in trust or under mandate".

z. Contingencies

Contingencies represent assets and liabilities arising from past events, which existence should be confirmed only by
the occurrence, or if applicable, by the lack of occurrence of one or more uncertain events in the future, which are
not entirely under the control of the Institution.

Significant liabilities or losses related to contingencies are recorded when it is probable that their effect will realize,
and the amount thereof can be reasonably estimated. In the absence of these reasonable elements, disclosure is
included on a qualitative basis in the notes to the consolidated financial statements. Contingent revenues, profits or
assets are not recognized until their realization is assured.

4. FOREIGN CURRENCY POSITION

Central Bank regulations require that banks maintain balanced positions in foreign currencies within certain limits.
The short or long position allowed by Mexican Central Bank is equal to a maximum of 15% of the basic capital
computed as of the third immediately preceding quarter. As of December 31, 2023 and 2022, the Institution's position

is within the authorized limits.

The non-consolidated foreign currency position of Nacional Financiera, S.N.C. Institucién de Banca de Desarrollo
is analyzed as follows:

The consolidated foreign currency position is the following:

Foreign currency position in

dollars Assessed amount
Assets s 5454 $ 5069 § 92,540 % 08,888
Liabilities (5574 (5,077) (94,570)  (99,054)
Long (short) position $ (120) $ (8) § (2,030) $ (166)

As of December 31, 2023 and 2022, the assets and liabilities in foreign currency, stated in millions, is shown below:

2023 2022
Net Net
Assets Liabilities position Assets Liabilities position
US dollars $ 5,426 $ (5,549)% (123)$ 4,939 § (4,950)$ (11
Japanese yens 9 - 9 15,028 (15,017) 11
Euros 19 (17 2 9 @) 2
Sterling pounds 6 &) 1 6 (5) 1
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As of December 31, 2023 and 2022, Institution s assets and liabilities in foreign currencies translated to pesos are the
following:

2023 2022
Net Net
Assets Liabilities position Assets Liabilities position

US dollars $ 92,061 $ (94,145)8 (2,084)8 96,346 $ (96,574)$ (228)
Japanese yens 1 - 1 2,219 (2,218) 1
Euros 352 (316) 36 183 (142) 41
Sterling pounds 126 (109) 17 140 (120) 20

$ 92,540 § (94,570)$ (2,030)$ 98,888 $ (99,054)$ (166)

The effects in results for valuation of transactions in foreign currency for years ended December 31, 2023 and 2022,
were ($99) and $62, respectively.

Assets and liabilities denominated in US dollars as of December 31, 2023 and 2022, were translated to Mexican
pesos at the rate of exchange published by Banxico at $19.99666 and $19.5089, respectively, for one US dollar. The
rate of exchange as of the date of the independent auditor’s report on the accompanying consolidated financial
statements was: $16.7995 for one US dollar.

5. CASH AND CASH EQUIVALENTS

As of December 31, 2023 and 2022, cash and cash equivalents are comprised as follows:

2023 2022

Domestic and foreign banks (a) b 98,780 $ 20,634
24 and 48 hrs. foreign exchange sales - (681)
Immediate collection documents - 1
Restricted funds:
Bank loans maturity less than 4 days (c) 5,846 3,202
Time deposits (b) 30,647 31,553
Deposits with Mexican Central Bank (d) 4,587 4,584
24, 48 and 72 hrs. foreign currency purchase - 927

$ 139.860 $ 60,220

(a) On December 2023, funding was contracted for loan transactions approved by Government Bodies, were
rescheduled for the first quarter of 2024, thus resources were temporarily invested in deposits at-sight under
market terms.
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(b) Asof December 31, 2023 and 2022, Time deposits are detailed below:

2023 Amount Annual rate Term
Bancomext $ 1,719 5.98% 90 days
Bancomext 1,719 5.94% 90 days
Bancomext 1.719 5.95% 90 days
Bancomext 854 5.93% 87 days
Bancomext 853 5.94% 90 days
Bancomext 852 5.93% 90 days
Bancomext 511 5.93% 88 days
Bancomext 2,553 5.93% 90 days
Bancomext 850 5.92% 87 days
Bancomext 1,615 5.92% 90 days
Bancomext 2,887 5.90% 90 days
Bancomext 2,207 5.88% 90 days
Bancomenxt 1,697 5.88% 90 days
Standard Chartered 1,700 5.33% 21 days
Standard Chartered 1,700 5.48% 32 days
Sumimoto Mitsui B 1,700 5.41% 30 days
Sumimoto Mitsui B 2,380 5.58% 63 days
Mizuho International PLC 7 4.20% 21 days
Mizuho International PLC 1,432 5.39% 21 days
Mizuho International PLC 1,692 5.42% 31 days
§ 30,647
2022 Amount Annual rate Term
Bancomext $ 1,951 4.59% 63 days
Bancomext 976 4.69% 60 days
Bancomext 976 4.71% 60 days
Bancomext 976 4.70% 63 days
Bancomext 2,536 4.88% 90 days
Bancomext 585 4.85% 90 days
Bancomext 2,926 4.86% 90 days
Bancomext 976 4.86% 92 days
Bancomext 976 4.90% 90 days
Bancomext 878 4.87% 93 days
Bancomext 3,317 4.91% 90 days
Bancomext 1,951 4.93% 90 days
Mizuho International PL.C 7 3.38% 14 days
Mizuho International PLC 1,600 4.30% 14 days
Standard Chartered 585 4.46% 34 days
Standard Chartered 975 4.45% 32 days
Standard Chartered 975 4.42% 31 days
Standard Chartered 975 4.69% 62 days
Sumimoto Mitsui B 1,366 4.39% 28 days
Sumimoto Mitsui B 975 4.43% 21 days

Sumimoto Mitsui B 390 4.44% 30 days
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2022 Amount Annual rate Term
Sumimoto Mitsui B $ 975 451% 61 days
The Bank Of Nova Scotia 293 4.38% 32 days
The Bank Of Nova Scotia 780 4.42% 30 days
The Bank Of Nova Scotia 585 4.43% 30 days
The Bank Of Nova Scotia 780 4.43% 32 days
The Bank Of Nova Scotia 293 4.53% 30 days
The Bank Of Nova Scotia 390 4.56% 32 days
The Bank Of Nova Scotia 585 4.56% 30 days
) 31,553

(c) As of December 31, 2023 and 2022, bank loans, maturity of less or equal to four days, were the following:

2023 Amount Annual rate Term

Banobras $ 119 11.25% 3 days

Scotiabank Inverlat 4,922 11.54% 3 days

Sociedad Hipotecaria Federal 805 11.51% 3 days
$ 5,846

2022 Amount Annual rate Term

Banobras § 176 10.78% 3 days

Credit Agricole CIB 975 10.99% 3 days

Mizuho Corporate Bank Ltd. 1,171 10.40% 3 days

Sociedad Hipotecaria Federal 880 10.29% 3 days
$ 3,202

(d) Asof December 31, 2023, deposits with the Central Bank correspond to deposits pursuant to monetary
regulation which have no maturity. Interest generated by the deposits with the Central Bank for years ended
December 31, 2023 and 2022, were $518 and $355, respectively. The Provisions in force issued by the
Central Bank for monetary regulation deposits state that such deposits may be comprised of cash, securities
or both.

As of December 31, 2023, cash and cash equivalents in foreign currency were comprised as follows:

Amounts in
millions of the
original foreign Equivalence in local
currency Exchange rate Term currency
US dollars 2418 16.9666 Less than 90 days $ 41.025
Euros 11 18.7455 Less than 90 days 206
Sterling pounds 1 21.6214 Less than 90 days 22

$ 41,253
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As of December 31, 2022, cash and cash equivalents in foreign currency were comprised as follows:

Amount in millions

of the original Equivalence in local

foreign currency Exchange rate Term currency
US dollars 1.832 19.5089 Less than 90 davs $ 35,740
Euros 1 20.8092 Less than 90 days 21
Sterling pounds 1 23.4634 Less than 90 days 23
$ 35,784

6. INVESTMENTS IN FINANCIAL INSTRUMENTS

As of December 31,2023, investments in negotiable financial instruments and for collecting or selling are comprised
as follows:

Increase
(Decrease) by
Principal Interest Valuation Total
Negotiable Financial Instruments
Debt instruments
Government instruments $ 12,701 $ 6 8 63 12,713
Bank instruments - - - -
Other instruments 5 - - 5
Subsidiaries 16 1 - 17
Equity financial instruments
Equity financial instruments 88 - (43) 43
Subsidiaries 8.688 - - 8,688
Total Negotiable Financial Instruments $ 21498 § 75 (39)% 21,466
Negotiable Financial Instruments
Restricted or Granted as Collateral
Debt instruments
Government instruments $ 176,737 § 115 § 68 $ 176,920
Bank instruments - - - -
Other instruments 6,759 4 (5) 6,758
Equity financial instruments
Equity financial instruments - - - -
Total Restricted Negotiable Financial Instruments 183,496 119 63 183.678
Total Negotiable Instruments S 204,994 § 126 $ 24§ 205,144
Financial Instruments for Collecting or Selling
Debt instruments
Government instruments $ 7943 § 1 $ 23§ 8,077
Bank instruments 119 1 (2) 118
Other instruments 9,945 139 (486) 9,598
Subsidiaries 20 - - 20
Equity instruments
Equity financial instruments - - - -
Total Financial Instruments for Collecting or Selling  $ 18.027 251 § (465)8 17.813
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Financial Instruments for Collecting or Selling
Restricted or Granted as Collateral
Debt instruments
Government instruments
Bank instruments
Other instruments
Equity instruments
Equity financial instruments

Total Restricted Financial Instruments for Collecting
or Selling

Total Financial Instruments for Collecting or
Selling

Increase
(Decrease) by
Principal Interest Valuation Total
2629 $ 30 % (69)% 2,590
256 2 (6) 252
2885 32 (75) 2,842
20912 § 283 $ (540) % 20,655

As of December 31, 2022, investments in negotiable financial instruments and for collecting and selling are

comprised as follows:

Debt instruments
Government instruments
Bank instruments

Other instruments
Subsidiaries

Equity instruments

Equity financial instruments
Subsidiaries

Total negotiable financial instruments

Negotiable Financial Instruments Restricted or
Granted as Collateral

Debt instruments
Government instruments
Bank mstruments

Other instruments

Equity instruments

Equity financial instruments

Total restricted negotiable financial instruments

Total Negotiable Financial Instruments

Financial instruments for collecting or selling

Debt instruments
Government instruments
Bank instruments

Other instruments
Subsidiaries

Equity instruments
Financial equity instruments

Total financial instruments for collecting or selling

$

S _

$

$

$

Increase
(Decrease) by

Principal _Interest __Valuation Total
25,720 § 78 (52)8 25,675
7,737 2 (14) 7,725
5 - - 5
78 - (36) 42
10,078 - - 10,078
_4aeigs 98 (10)s 43525
163,388 $ 56 % (76) $ 163,368
5,705 2 (10) 5,697
169.093 58 (86) 169,065
212711 § 67 § (188)8 212,590

Increase
(Decrease) by

Principal Interest Valuation ~ Total
7677 $ 348 16 $ 7,727
431 3 (16) 418
13.809 173 (784) 13,198
27 = . 27
21944 3 210 8 (784)% 21370

52



Notes to the Consolidated Financial Statements
Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries

December 31, 2023 and 2022
(figures in millions of Pesos)

Financial Instruments for Collecting or Selling
Restricted or Granted as Collateral

Debt instruments
Government instruments
Bank instruments

Other instruments

Equity instruments

Equity financial instruments

Total restricted financial instruments for collecting

or selling

Total Financial Instrument for Collecting or Selling $

Increase
(Decrease) by
Principal _ Interest Valuation Total
$ 2733 § 29 % (166) % 2,596
2,733 29 (166) 2,596
24677 § 239 § (950) $ 23.966

As of December 31, 2023, investments in financial instruments for collecting principal and interest are comprised as

follows:

Financial instruments for collecting principal and
interest

Items pending
amortization

Accrued and
uncollected
interests

Debt instrument
Government instruments
Bank instruments
Other instruments

Total financial instruments for collecting principal and interest

Financial instruments for collecting principal and
interest restricted or granted as collateral

Financial instruments
Government instruments
Bank instruments

Other instruments

Total restricted financial instruments for collecting
principal and interest

Total financial instruments for collecting principal
and interest

$ 647 $

436

591 $

99

Expected credit

_loss

(s

27)

Amortized
cost

1,237

$ 1,083 §

690 3

(28)$

(9)%

9,682

$ 5,056 $

$ 6,139 $

9)%

(378

9.682

11,427

As of December 31, 2022, investments in financial instruments for collecting principal and interest are comprised as

follows:

Financial instruments for collecting principal and
_interest

Accrued and

Debt instruments
Government instruments
Bank instruments
Other instruments

Total financial instruments for collecting principal and interest

Items pending uncollected Expected credit
amortization interests loss Amortized cost
$ 401 $ 333 8% (2)$ 732
485 92 (36) 541
$ 886 § 425 § (38)$ 1,273
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Financial instruments for collecting principal and

interest

Financial instruments for collecting principal and

interest restricted granted in collateral

Debt instruments
Govemnment instruments
Bank instruments

Other instruments

Total restricted financial instruments for
collecting principal and interest

Total financial instruments for collecting
principal and interest

Accred and
Items pending uncollected Expected credit Amortized
_ amortization interests loss cost
5410 § 4519 § (19% 9910
5410 4,519 (19) 9,910
6,296 § 4944 5 (G7e_ 11183

Financial instruments for collecting principal and interest as of December 31, 2023 and 2022, respectively, are

denominated in the following currencies:

2023
Local
Currency Euros US Dollars

Unrestricted

Stock certificates $ 190 $ -3 -
Udibonos 94 - B
Non-strippable stock certificates 1,142 - -
Stock Certificates Federal Government Entities - 19 300
Restricted

Non-strippable stock certificates 9.682 - -
Total S 11,108 § 19 § 300

2022
Local
Currency Euros US Dollars

Unrestricted

Stock Certificates $ 182 § -5 -
Udibonos 90 ~ =
Non-strippable stock certificates 642 - -
Stock Certificates Federal Government Entities 20 340
Restricted

Non-strippable stock certificates 9,910 = =
Total S 10,824 S 20 S 340

Investments in financial instruments as of December 31, 2023 and 2022, have the following maturity terms:

Financial instruments for direct trading.

54



Notes to the Consolidated Financial Statements
Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries

December 31, 2023 and 2022
(figures in millions of Pesos)

Unrestricted Negotiable Financial Instruments (Principal).

2023
Less than 1 More than
year 1to3years 3toS5years 5 years Total
Bondes 6 S 6,112 § 3912 § -8 10,030
M Bonds 4 114 290 27 435
Stock Certificates Federal Government
Entities 5 - - - 5
Treasury Certificates - 337 - - 337
Ipabonos 1,909 - - - 1.909
Udibonos - - - (10) (10)
Total individual 1,924 § 6,563 S 4,202 § 17 § 12,706
Equity Financial Instruments 88
Subsidiaries 8,704
Total consolidated $ 21,498
Restricted Financial Instruments (Principal).
Less than Jto5s More than
1 year 1 to 3 years years 5 years Total
Bondes 20379 S 46,785 § 27,595 $ 1,492 § 96,251
M Bonds - 10 - 298 308
Stock Certificates 602 - - - 602
Stock Certificates Federal Government
Entities 6.157 - - - 6,157
Treasury Certificates 1.046 1.909 - - 2,955
Ipabonos 17,108 27,273 22,901 9.808 77.090
Udibonos - 52 3 78 133
Total consolidated 45,292 S 76,029 S 50,499 $ 11,676 $ 183,496
Unrestricted Negotiable Financial Instruments (Principal).
1to3 3to5 More than Less than Overall
Row tags years years S years 1 year total
Bondes 504 S 6.532 § 1.087 $§ 11,827 § 19.950
M Bonds Bonos 19 3 (65) 5 (38)
Stock Certificates Development Banking - - - 101 101
Stock Certificates Federal Government
Entities 1.040 - - 6.596 7.636
Treasury Certificates 33 - - 1.162 1,195
Ipabonos 2,954 - - 1,659 4,613
Udibonos - - - - -
Total individual 4,550 § 6.3535 § 1,022 § 21.350 § 33.457
Subsidiaries 5
Total consolidated $ 33462
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Restricted negotiable instruments for trading (Principal).

1to3 Jto5 More than Less than
Row tags years years 5 years 1 year Total
Bondes $ 68.075 $ 10.883 § 62 % 6.751 § 85,771
M Bonds 39 8 611 629 1,287
Stock Certificates Federal Government 1.468 - - 4,237 5.705
Treasury Certificates - - - 903 903
Ipabonos 37.581 19,277 4,959 13,500 75,317
Udibonos 1 28 62 19 110
Total individual $ 107.164 $ 30.196 $ 5.694 $ 26,039 $ 169.093
Unrestricted financial instruments for collecting or selling (Principal).
2023
Less than 1 1to3 Jto$S More than
year years years S years Total
Bondes S 3.657 § 993 $ -8 -3 4.650
Stock Certificates - 684 250 248 1,182
Stock Certificates Federal Government
Entities 1.992 3.158 1,412 2.320 8.882
Ipabonos - - - 3.166 3,166
Sovereign Debt - - 126 - 126
Subsidiaries 21- - - 21
Total s 5,670 $ 4,835 S 1,788 $ 5734 § 18,027
Restricted financial instruments for collecting and selling (Principal).
Less than 1 Jto5 More than
year 1 to 3 years years 5 years Total
Sovereign debt $ -3 -3 1,072 § 1,557 § 2,629
Stock Certificates - 256 - - 256
Total $ - 8 256 § 1,072 § 1,557 § 2,885
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Financial instruments for collecting or selling direct (Principal).

2022
More than
Less than 1to3 3to5 de
Row tags - - 1 year years years S years Total
Sovereign debt b -5 -5 62 % 164 § 226
Bondes 1,677 5.775 B - 7.452
Stock Certificates Private Companies 100 151 321 147 719
Stock Certificates Development Banking 62 905 320 - 1,287
Stock Certificates Federal Government 2,991 3.044 2,628 3.393 12,056
International Financial Bodies - 177 - - 177
Total individual $ 4,830 $ 10,052 § 3331 8% 3.704 $ 21,917
Subsidiaries 27
Total consolidated § 2194
Restricted financial instruments for buying and selling (Principal).
3toS More than
Row tags years 5 years Total
Sovereign debt $ 476 $ 2257 § 2,733
Financial instruments for collecting principal and interest direct (Items pending amortization).
2023
Less than 1 More than
year 1to3 years 3 toS5 years S years Total

Stock Certificates $ - 5 99 § - % - 8 99
Udibonos - - - 50 50
Non-strippable stock certificates - - - 597 597
Stock Certificates Federal Government - 19 318 - 337
Total ) - 8 118 § 318 $ 647 $ 1,083
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Restricted financial instruments for collecting and selling (Items pending amortization).

Less than 1 1to3 3to5 More than
year years years 5 vears Total
Non-strippable stock certificates $ - $ -8 -8 5,056 % 5.056
Total S - 8 - 8 - 3 5,056 S 5,056

Financial instruments for collecting principal and interest direct (Items pending amortization).

2022
1to3 3toS More than

Row tags years years 5 years Total
Stock Certificates Federal

Government Entities $ 2 3 365 § -8 387
Stock Certificates Private Companies - 99 - 99
Udibonos - . 50 50
Non-strippable stock certificates - - 350 350
Total consolidated 5 22 3 464§ 400 $ 886

Restricted financial instruments collecting and selling (Items pending amortization).

More than
Row tags 5 years Total
Sovereign debt $ 5410 $ 5410
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The hierarchy of fair value of the financial instruments of the Institution as of December 31, 2023 and 2022, is
analyzed below:

2023
Financial instruments Level 1 Level 2 Level 3 Total
Unrestricted negotiable financial instruments
-Government securities $ 12,713 § -3 -3 12,713
-Bank securities - - - -
-Other instruments 5 - - 5
-Bank securities (Subsidiaries) 17 - - 17
-Equity Financial Instruments 43 - - 43
-Equity Financial Instruments (Subsidiaries) - 166 8,522 8,688
Restricted Financial Instruments
(repurchase/resell agreement)
-Government securities 176,920 - - 176,920
-Bank securities - - - -
-Other instruments 6,758 - - 6.758
-Equity Financial Instruments - - - -
Total negotiable financial instruments 196,456 166 8,522 205,144
Unrestricted financial instruments for buying and selling
-Government securities 8,077 - - 8,077
-Bank securities 118 - - 118
-Other instruments 9,598 - - 9,598
-Bank securities (Subsidiaries) 10 - - 10
-Other instruments (Subsidiaries) 10 - - 10
-Equity Financial Instruments - - - -
Restricted financial instruments for buying and selling
(repurchase/resell agreement)
-Govemnment securities 2,590 - - 2,590
-Bank securities 252 - - 252
-Other instruments - - - -
-Equity Financial Instruments - - - -
Total financial instruments for buying and selling $ 20,655 § -8 - $ 20,655
2022
Financial instruments Level 1 Level 2 Level 3 Total
Unrestricted negotiable financial instruments
-Government securities $ 25676 $ - % -3 25,676
-Bank securities - - - -
-Other instruments 7,725 - - 7,725
-Bank securities (Subsidiaries) - - 4 4
-Equity Financial Instruments 43 - - 43
-Equity Financial Instruments (Subsidiaries) - - 10,077 10,077
Unrestricted negotiable financial instruments
(Repurchase/resell agreement)
-Government securities 163,368 - - 163,368
-Bank securities - - - -
-Other instruments 5,697 - - 5.697
-Equity Financial Instruments - - - -
Total negotiable financial instruments 202,509 - 10,081 212,590
Unrestricted financial instruments for buying and selling
-Government securities 7,728 - - 7,728
-Bank securities 419 - - 419
-Other instruments 13,197 - - 13,197
-Bank securities (Subsidiaries) 17 - - 17
-Other instruments (Subsidiaries) 10 - - 10

-Equity Financial Instruments - - - -
Restricted financial instruments for buying and selling
(repurchase agreement)
-Government securities 2.595 - . 2.595
-Bank securities - i = &
-Other instruments - - - =
-Equity Financial Instruments - o - ¥

Total financial instruments for buying and selling $ 23966 S - $ - $ 23,966
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Movements of the preventive allowance for credit risks for investments in financial instruments are shown below:

Financial Instruments for Buying or Selling

2023

Movement

2022

Debt instruments
Government instruments $
Bank instruments
Other instruments

(29)%

(24)$ ()
16 (16)
268 (260)

Total Financial Instruments for Buying or Selling $

2hHs

260 $ (281)

Financial Instruments for Collecting Principal and Interest

Debt instruments

Government instruments $
Bank instruments

Other instruments

Loans granted by the Entity

Loans

(s

27

$ (2)

(36)

D g -

Total Financial Instruments for Collecting Principal and Interest $

(28)$

10 % (38)

Financial Instruments for Collecting Principal and Interest
Restricted or Granted as Collateral

Debt instruments
Government instruments $
Bank instruments
Other instruments

(9%

10§ (19)

Total Restricted Financial Instruments for Collecting Principal and
Interest S

93

10 % (19)

Financial Instruments for Collecting Principal and Interest (IFCPI for the acronym in Spanish) as

December 31, 2023 and 2022, are denominated in the following currencies.

Financial Instruments for Collecting Principal and Interest at Fair Value by currency:

2023
Local
Currency Euros US dollars

Unrestricted

Stock certificates $ 190 - -
Udibonos 94 - -
Non-strippable stock certificates 1,142 - -
Stock Certificates Federal Government Entities - 18 300
Restricted

Non-strippable stock certificates 9,683 - -
Total $ 11,109 18 300

Financial Instruments for Collecting Principal and Interest at Fair Value by currency:
2022
Local
Currency Euros US dollars

Unrestricted

Stock certificates $ 182 - -
Udibonos 90 - -
Non-strippable stock certificates 642 - -
Stoc Certificates Federal Government Entities - 20 340
Restricted

Non-strippable stock certificates 9.910 - -
Total $ 10,824 20 340

of
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7. REPURCHASE/RESELL AGGREMENT TRANSACTIONS

As of December 31, 2023 and 2022, the "Debtors on repurchase/resell agreements" and "Creditors on
repurchase/resell agreements" balances of current transactions in which the Institution acts as buyer or as seller,
are analyzed as follows:

Debtors on Creditors on
Repurchase / Repurchase /
Purchase/Sale of Financial Instruments in Resell Resell
Repurchase/Resell Agreements Agreements Agreements
2023 2023
Debt instruments
Government instruments S 47266 $ (186,990)
Bank instruments - 217)
Other instruments - (6,763)
Subsidiaries 54 -
b 47320 $ (193,970)
Collateral sold or pledged
2023

Debt instruments
Government instruments h (47,266)
Bank instruments -
Other instruments -

$ (47.266)

Creditors on

Debtors on Repurchase /
Purchase/Sale of Financial Instruments in Repurchase / Resell
Repurchase/Resell Agreements Resell Agreements
2022 2022
Debt instruments
Government instruments $ 62,224 § (174,623)
Bank instruments - 4)
Other instruments - (5,707)
Subsidiaries 232 -
$ 62,456 $ (180,334)
Collateral sold or pledged
2022
Debt instruments
Government instruments (62.224)
Bank instruments -
Other instruments -
(62,224)
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Collateral Received from Repurchase/Resell Agreements 2023 2022

Debt instruments
Government instruments $ 47217 $ 62,223
Bank instruments = 2
Other instruments = =

$ 47217 $ 62,223

Collateral Received from Repurchase/Resell Agreements

Debt instruments
Government instruments $ 47217 $ 62,223
Bank instruments s 2
Other instruments . %

$ 47217 § 62,223

Collateral Pledged as Surety Guarantee

Debt instruments
Government instruments* & z
Bank instruments & g
Other instruments . Z

Interest collected in purchase transactions of repurchase/resell agreements in 2023 and 2022 amounted to
$24,979 and $18.,856, respectively.

Interest paid in transactions of sale of resell agreements and sale of collateral received and sold in 2023 and 2022
amounted to $21,375 and $16,189, respectively.

The average term for resell transactions of purchase/resell agreements is 4 days at an average rate of 11.35%.
The average term for purchase transactions of purchase/resell agreements is 4 days at an average rate of 11.52%.

The average term for the collaterals purchase/resell agreements received is 4 days with an average interest rate
of 11.38%.

8. DERIVATIVES

As of December 31, 2023 and 2022, the fair value of derivative financial instruments for trading and hedging
purposes, recognized under the caption "Derivatives", is analyzed as follow:

2023 Position 2022 Position
Asset Liability Asset Liability
For trading purposes:
Swaps $ 9,654 § (9.656) $ 11,793 8 (11,801)
For hedging purposes:
Swaps ) 2,857 § (4,171) $ 2,867 § (9,548)
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The Institution participates in the Mexican Derivatives Market (MEXDER), through trading shares, IPC, interest
rates and currency futures, and interest rate and currency swaps in accordance with the authorization granted by
the Mexican Central Bank.

In the case of over-the-counter dollar-peso forwards, the master agreement does not establish maintaining
guarantees, instead it applies penalties on the nonperforming counter party. The exchange and interest rates
futures and forward contracts transactions carried out by the Institution are oriented to obtain earnings for the
Institution through their trading.

In the case of dollar-peso forwards for trading purposes, the fair value represents the amount that two parties
agree to exchange, based on sources of market information that affect the prices of these transactions.

The Institution through the Integral Risk Management Committee (CAIR for the acronym in Spanish) performs
various analyses on underlying markets for derivative instruments that are traded for purposes of identifying and
assess the inherent risks. Transactions with futures and forward contracts, involve recovery risks in the event of
contractual fluctuations. To reduce the risks in the operation of these instruments, the Institution maintains
matched positions.

2023 2022
Futures and forward contracts
Purchases
Contract value $ - 7.07
Valuation $ - $ (0.24)
Sales
Contract value $ (234) § -
Valuation S - 5 -
Swaps for trading purposes:
2023 2022
Contract Contract
Interest rate value Receivable Deliverable value Receivable Deliverable
5 $£530,970 § 9,654 $ (9,656)8 483,860 $ 11,793 $ (11,801)
Swaps for hedging purposes:
2023 2022
Contract Contract
Interest rate value Receivable Deliverable value Receivable Deliverable
b 91,237 $ 2,857 § 4,17 § 112,917 § $2,867 § (9,548)
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As of December 31, 2023 and 2022, recorded effectiveness/ineffectiveness derived from the application of the
Accounting Criterion C-10, Derivatives and hedging transactions of the Banking Commission, is detailed below:

The net effect of the valuation of the hedged position and the fair value hedging swaps (with impact on results) is as
follows:

2023 2022 o
Ineffectiveness for:
Investment hedging $ 93 g 71
Deposit funding hedging 5 (1)
Loan portfolio hedging B 3 5
Total $ 98 70

As of December 31, 2023 and 2022, the net effect of valuation of the position hedged and swaps for hedging of cash
flow (affecting equity), is shown below:

2023 2022

Hedging
Cash flows (investment) $ 773§ 293

As of December 31, 2023, the Institution has only contracted swaps as fair value hedging instruments and cash flows.
Swaps for trading purposes (with impact on results)

As of December 31, 2023 and 2022, respectively, the effect on results by swaps contracted for trading purposes is
the following:

2023 - 2022

Interest rate S 3) 8 (8)

The adjustments to the carrying amount arising from interest rate hedging derivative transactions on financial assets
and liabilities, due to the application of the Accounting Criterion C-10, Derivatives and hedging transactions of the
Banking Commission, as of December 31, 2023 and 2022, are detailed below:

2023 2022
Asset Liability Asset Liability
Investment hedging $ 537 § (927) $ 435 § (999)
Deposit funding hedging 2,976 - 5,105 -
Loan portfolio hedging - (738) - (1,281)
Total $ 3,513 § (1.665) $ 5,540 $ (2,280)
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The net gain, included in results for the year ended December 31, 2023 and 2022 resulting from the valuation of
instruments used for fair value hedging purposes, amounted to $1,231 and $( 162), respectively. The effect of the gain
(loss) related to the valuation of the effective hedge portion for the year ended December 31, 2023 and 2022,
amounted to $(1,203) and $161, respectively.

The Institution classifies its derivative financial instruments at fair value in accordance with the following:

2023
Level 1 Level 2 Level 3 Total

Derivative financial instruments:
Fair value hedging

SWAPS
To hedge portfolio
Asset $ - 5 880 § - S 880

To hedge liabilities

Asset - 1,349 - 1,349
To hedge investments

Asset - 629 - 629
Trading

SWAPS

Asset - 9,653 - 9.653
FUTURES

Asset - = - =

Total assets S - S 12,511 § - S 12,511

2023
Level 1 Level 2 Level 3 Total

Derivative financial instruments:
Fair value hedging
SWAPS
To hedge portfolio
Liability $ - 8 68 $ - $ 68

To hedge liabilities
Liability - 4,092 - 4,092

To hedge investments
Liability - 11 - 11

Trading

SWAPS

Liability - 9,656 - 9,656
FUTURES

Liability - - - -

Total liabilities $ - $ 13,827 § - S 13,827
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2023
Level 1 Level 2 Level 3 Total

Derivative financial instruments:
Fair value hedging

SWAPS
To hedge portfolio
Asset $ - 3 1,307 $ - 8 1,307

To hedge liabilities

Asset - 588 - 588
To hedge investments

Asset - 972 - 972
Trading

SWAPS

Asset - 11,793 - 11,793
FUTURES

Asset - -

Total assets S - % 14,660 $ - § 14,660

2023
Level 1 Level 2 Level 3 Total

Derivative financial instruments:
Fair value hedging
SWAPS
To hedge portfolio
Liability $ - 8

To hedge liabilities
Liability - 9,523 - 9,523

To hedge investments
Liability . 2 - 2

Trading

SWAPS

Liability - 11,801 - 11,801
FUTURES

Liability - - - -

Total liabilities ) - 8 21,349 § - $ 21,349

o]
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Use of derivative financial instruments policy management

The Institution's policies allow the use of derivative instruments for hedging and trading purposes. The main
objectives of the operation of these instruments are risk hedging and the generation of revenues that support the
[nstitution' s profitability.

The establishment of objectives and policies related to the operation of these instruments are included in the risk
management regulatory and operational manuals.
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Derivative financial instruments used by the Institution are interest rate and currency swaps, IPC and interest rate
futures, as well as exchange rate forwards, which, according to the portfolio, can support hedging and trading
strategies.

Derivative financial instruments are traded in stock markets (clearing house) and over-the-counter markets (OTC).
Eligible counterparties are domestic and foreign bank.

Processes and levels of authorization

Control processes, policies and levels of authorization for transactions with derivatives are set forth in the Integral
Risk Management Committee (CAIR for the acronym in Spanish)), whose duties include approval of:

a.  The specific limits for discretionary risks, when it has been empowered by the Board of Directors therefor,
as well as the levels of tolerance in the case of non-discretionary risks.

b.  The methodology and procedures for identifying, measuring, overseeing, limiting, controlling, reporting
and disclosing the different types of risk that the Institution is exposed to, as well as their eventual
modifications.

¢.  The models, parameters and scenarios that must be used to value, measure, and control the risks proposed
by the Unit for Integral Risk Management must concur with the Institution's technology.

d.  The methodologies for identifying, valuing, measuring and controlling the risks of the new transactions,
products, and services that the Institution plans to offer to the market.

e.  The corrective actions proposed by the Chief Executive Officer through the Unit for Integral Risk
Management.

f. The assessment of aspects of Integral Risk Management referred to in Article 77 of the General Provisions
Applicable to Credit Institutions, the Single Banking Circular (the Provisions) for its presentation to the
Board of Directors and the National Banking and Securities Commission (CNBV).

g.  The Integral Risk Management manuals, in accordance with the objectives, guidelines, and policies
established by the Board of Directors, referred to in the last paragraph of Article 78 of the Provisions.

The Committee, in accordance with the powers granted by the Board of Directors, approves all new products or
services traded in relation with any line of business.

Independent reviews

The Institution is under the supervision and monitoring of the CNBV and the Mexican Central Bank, which is
performed through processes of monitoring, inspection visits, requirements of information and documentation,
and delivery of reports. Additionally, periodic reviews are conducted by the internal and external auditors.

General description of valuation techniques

Derivative financial instruments are valued in accordance with accounting regulation reflected in the bulletins:
C-2 and C-10 released by the CINIF, according to the provisions in Criterion A-2, Application of particular
standards of the General Provisions Applicable to Credit Institutions, released by the CNBV. It should be
mentioned that the NIF C-2 of the CINIF provides support to clarify in general the valuation, presentation and
disclosure standards for investments in financial Instruments, while NIF C-10 examines in detail the valuation,
presentation and recognition of the Derivative Financial Instruments, as well as of its hedging relationship.
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Current regulation is founded on the concept of the business model of management of investments in financial
instruments, based on the form of obtaining cash flows. The valuation of investments in financial instruments
will depend on the business model and each model will have a different caption in the statement of
comprehensive income.

Derivative Financial Instruments may be used either for trading purposes or for hedging purposes. When these
are contracted with trading purposes, they are held with the intention of obtaining gains based on the financial
margin, as well as on the changes in their fair value. When it is intended to use them with hedging purposes,
these have the purpose of compensating or transforming the profile of one or several of the risks generated by a
hedged item.

This latter case requires the alignment of the hedging relationships with the risk management strategy that the
entity has established and disclosed, which is documented in operating and regulatory manuals setting out the
used valuation methodologies.

Valuation methodology

I For derivatives with trading and hedging purposes - There is a structure of operating and regulatory
manuals that set forth the used valuation methodologies.

2. Reference inputs - The parameters used in the valuation process are those used by convention in the
market practices (rates, exchange rates, prices, volatilities, etc.).

3. The frequency of valuation of derivative financial instruments for trading purposes is daily, through the
transactional system.

Management of internal and external sources of liquidity that could be used to meet requirements related
to derivative financial instruments.

The resources are obtained through the National Treasury, as well as the International Treasury (London Branch).

Changes in identified risk exposure, contingencies and known or expected events in derivative financial
instruments.

Stress tests and back testing are performed on a regular basis to estimate the impact on derivative instruments
positions and to validate statistically that the market risk measurement models provide results consistent with
the exposure to the market variability, which must be maintained within the parameters approved by the CAIR.

The methodology currently used for preparing the stress measurement report consists of calculating the current
portfolio value, having the ability to apply changes in risk factors oceurring in:

Tequila Effect (1994)

Russian Crisis (1998)

Twin Towers (2001)

Mexican Stock Exchange (2002)
Real Interest Rate Effect (2004)
Mortgage Crisis Effect (2008)
US Elections Effect (2016)
COVID-19 Effect (2020)
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Back testing tests are based on the daily generation of the following information:

®  Valuation of the investment portfolio at day t.

* The VaR of the investment portfolio with a time horizon of 1 day and with a level of confidence of

97.5%

®  The portfolio valuation with the new risk factors at day t+ 1.

During 2023, the number of derivative financial instruments traded was the following:

Number of Operations

Notional (millions of pesos))

Instrument Trading Hedging Trading Hedging

Futures (1) 19 - 94 -
Forwards (arbitrage) 2) 56 - (150) -
Swaps (3) 1,073 164 275,255 97,630

(1) The number of transactions is equal to purchase transactions minus sales. Notional refers to number

of contracts: 1,277 of purchase and (1,296) of sales.

(2) Purchasing transactions. Notional in millions of US dollars.

(3) Notional amount traded during the year.

During 2022, the number of derivative financial instruments traded was the following:

Number of Operations

Notional (millions of pesos))

Instrument Trading Hedging Trading Hedging

Futures (n 27 - 146 -
Forwards (arbitrage) (2) 114 - (450) -
Swaps (3) 711 74 249,305 65,752

(1) The number of transactions is equal to purchase transactions minus sales. Notional refers to number

of contracts: 1,846 of purchase and (1,819) of sales.

(2) Purchasing transactions. Notional in millions of US dollars.

(3) Notional amount traded during the year.

Exposure to credit risk of the counterparty, as well as losses that could exist associated to this type of risk, which
have been generated in the period on the contracted derivative financial instruments.

Type of derivative financial 2023 2022

instruments CVA DVA BVA CVA DVA BVA

Derivative Financial Instruments 126 148 97 363 -

For trading purposes 31 47 33 75 -
Forwards received - - - - -
Swaps 31 37 33 75 -

For hedging purposes 95 101 63 287 -
Swaps 95 101 63 287 -
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Formal documentation of hedges

For purposes of compliance with the applicable regulations with respect to derivatives and hedging transactions
Criterion C-10 released by the Mexican Financial Reporting Standards Board (CINIF), the Institution has a
hedge file that includes the information shown as follows:

File cover letter.

Authorization of the hedge.

Diagram of the strategy.

Evidence of prospective tests of hedge effectiveness.

Evidence of execution of the derivative.

Details of the primary position being hedged.

Derivative confirmation.

Form in which the effectiveness of the hedging relationship is evaluated.

el Bl ot

Adjustment for valuation of financial assets/liabilities hedging

Fair value hedging for interest rate risk of a portion of a portfolio comprises by financial assets/liabilities may
generate an adjustment to the carrying amount of the hedged item, for the gain or loss, that is recognized in
results for the period and presented under caption “Valuation adjustments for hedging of financial
assets/liabilities™.

As of December 31, 2023 and 2022, the hedging valuation adjustment is presented under caption “Valuation
adjustments for hedging of financial assets™ in the consolidated statement of financial position amounting to
$854 and $161, respectively. While the “Valuation adjustment for hedging of financial liabilities™ amounts to
$994 and $3,098, respectively.

Sensitivity analysis

A sensitivity analysis is performed through different measures every day, such as:

I. Duration. - There are primarily two types of duration with different meanings:

1. Macauly Duration: it is the weighted average maturity of the current cash flow values where weighting
ratios are the time in years up to the payment of the corresponding flow.

2. Modified Duration: It is the percentage variation experienced by the price of an instrument in light of
small variations in the market interest rate.

(5%

Convexity. — It is the variation experienced by the slope of the with respect to a dependent variable, i.e., it
measures the variation experienced, by the duration when rates change.

3. Beta. — It is the measurement of the systematic risk of a share.
This analysis is communicated to the instances that define the strategy of operation of the derivatives in the

financial markets and to the operators in the same, with the objective that the criteria applied in the consideration
of risk with these instruments be in compliance with the rules.
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9. LOAN PORTFOLIO

Financing granted by Nafin are channeled through three financial programs:

First-tier Loan Program.- Nafin provides support to public and private sector eligible entities, through the
granting of resources for operations in which Nafin assumes directly the credit risk, for the purpose of
promoting, managing and setting up projects for attending the needs of the industrial, commercial and
service sectors of the country, or that provide a better use of each region’s resources, as well as transactions
with the Federal Government, parastatal sector entities, federal and municipal entities, the latter through
three products:

o Traditional: Nafin provides direct support to the private and public sectors, through the granting
of loans or participating in co-funding with the IFBs (Financial intermediaries) and other bodies.

o Investment Projects: Nafin directly grants resources to companies, Special Purpose Vehicles and
local and international financial intermediaries, of both the private and public sectors that promote
projects that lead to ecologic, economic and social development, based on a better use and
exploitation of natural resources.

o  Prime Certification: Support to Mexican companies, through direct granting of credits to cover
working capital needs, fixed assets investments and/or debt restructuring, along with an
institutionalization process of their goveming bodies, operating processes and information systems
to generate quality financial information and accounting records, among others, to eventually
comply with the standards laid down by the Mexican Stock Exchange or any exchanges in Mexico
for debt issue, as a medium and long-terms financing alternative.

Second-tier Credit Program. - It is the channeling of resources to companies through a network of Financial
Intermediaries. The company’s financial risk is assumed by the financial intermediaries, while the
intermediaries” credit risk is assumed by Nafin.

The credit origination strategy of PROCRESE is determined from different distribution channels with which
the Institution relies on for its Second-tier operation to comply with its mission of supporting individuals
and legal entities, who carry out business activities in the industrial, commercial and service sectors, with
an emphasis on small and medium size companies.

Through the Guarantee Program, Nafin has the purpose that a greater number of companies obtain access
to formal financing, sharing the risk that loan institutions assign to the different business strata, searching
for better financing terms and conditions, less information and collateral requirements, as well as having a
wider range of PYMES (small and medium company) products; this function is carried out through the
network of financial intermediaries, under the following schemes:

o  Automatic Guarantee: It is granted to back up portfolios comprised by individual credits, approved
under similar credit processes and characteristics. Automaticity consists in not requiring the
approval on a case by case by Nafin to guarantee the transactions, and it is ruled by a non-
discretionary principle in the portfolio integration.

The authorization is supported in the review and validation by Nafin of the credit process applied
by the intermediary.

o Surety Bond Guaranty: Shared risk with surety entities for the bonds the latter issue to companies,
for the purpose of provisioning the bonding capacity as providers of the Federal Government
agencies and entities, state and private institutions.
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o Selective Guarantee: Nafin shares with financial intermediaries the credit risk of financings the
latter grant to small, medium and large companies, of the industrial, commercial and service
sectors, as well as public and private entities requiring financing for amounts greater than those
provided by the Automatic Guarantee Scheme.

o Stock Warranty: Granted to guarantee the issue of marketable debt securities carried out by those
subject to eligible support, for the purpose of obtaining financing from the investing public for
their investment projects and/or improve the terms and conditions of their debt liabilities, and in
which recipients of the guarantee are the holders of the debt securities issued.

The Guarantee Portfolio collects contractual cash flows under the terms provided in the Contracts and Operating
Regulations, on pre-established dates for collection of commissions on the guaranteed balance; said commission
is recognized as a service and not as a credit.

The business model refers to how the Institution administers or manages the loan portfolio for generating cash
flows. That is, the business model determines if cash flows will proceed in obtaining contractual cash flows,
from the sale of loan portfolio, or both.

(a)  Classification of the portfolio by currency

As of December 31, 2023 and 2022, the classification of the loan portfolio in Stage 1, Stage 2 and Stage 3 by type
of currency (valued in local currency), is analyzed as follows:

2023 2022
Currency Currency
Local Foreign Total Local Foreign Total

Portfolio in Stage 1
Business or commercial activity loans $ 13819 $§ 34669 S 48488 $ 9229 § 40341 § 49,570
Loans to credit institutions 150,345 5,166 155,511 129,807 4,035 133,842
Lons to government entities 16.858 1,282 18,140 17,015 1,466 18.481
Consumer loans 13 - 13 15 - 15
Housing loans 61 - 6l 73 - 73

Total portfolio in Stage 1 $181,096 $ 41,117 $222213 $156,139 § 45842 $201,981

2023 2022
Currency Currency
Local Foreign Total Local Foreign Total

Portfolio in Stage 2
Business or commercial activity loans $ 192§ 2583 § 2775 % 213§ 3.123 § 3336
Loans to credit institutions - - - 157 10 167
Loans to government entities - - - - - -
Consumer loans 1 - 1 1 - 1
Housing loans 1 - 1 2 - 2

Total portfolio in Stage 2 $ 194 § 2583 § 2777 % 373§ 3,133 § 3.506
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2023 2022
Currency Currency

Portfolio in Stage 3 Local Foreign Total Local Foreign Total
Business or commercial activity loans $ 423§ - 5 423 S 427 § - § 427
Loans to credit institutions 2,945 718 3.663 4.615 826 5.441
Loans to government entities - - - - - -
Consumer loans 4 - - 3
Housing loans 6 - - 5

Total portfolio in Stage 3 $ 3378 § 718 § 4,09 § 5050 $ 826 § 5876

Loans to Credit Institutions are granted to banking and non-banking entities through the discount of documents

from individuals and entities engaged in business activities.

(b)  Classification of loan portfolio by economic sector

Credit risk by stages, classified by economic sector and the percentage of concentration are analyzed as follows:

2023 2022

Stage 1 Amount % Amount Yo

Federal Government $ - 0% $ - 0%
Decentralized agencies and state-owned companies 18,140 8% 18,481 9%
State productive companies - 0% - 0%
Full-service banking 70,507 32% 61,097 30%
Other public financing intermediaries - 0% - 0%
Other private financial intermediaries 85.004 38% 72,745 36%
Companies 48,488 22% 49,570 25%
Private parties 74 0% 88 0%
Total $ 222213 100% S 201,981 100%

2023 2022

Stage 2 Amount % Amount Yo

Federal Government $ - 0% $ - %
Decentralized agencies and state-owned companies - 0% - 0%
State productive companies - 0% - 0%
Full-service banking - 0% - 0%
Other public financial intermediaries - 0% - 0%
Other private financial intermediaries - 0% 167 5%
Companies 2,775 100% 3,336 95%
Private parties 2 0% 3 0%
Total $ 2,777 100% $ 3.506 100%
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2023 2022
Stage 3 Amount Yo Amount %o
Federal Government $ - 0% § - 0%
Decentralized agencies and state-owned companies - 0% - 0%
State productive companies - 0% - 0%
Full-service banking - 0% - 0%
Other public financial intermediaries - 0% - 0%
Other private financial intermediaries 3,663 89% 5,441 93%
Companies 423 10% 427 7%
Private parties 10 0% 8 0%
Total § 4,096 100% $ 5.876 100%
(c)  Additional loan portfolio information
Annual weighted lending rates.
During 2023 and 2022, annual average weighted lending rates, were as follows:
2023 2022
Currency Currency
Local Foreign Local Foreign
Commercial portfolio* 11.57% 7.91% 10.78% 6.56%
Consumer 6.70% n.a. 5.65% n.a.
Housing 6.98% n.a. 5.28% n.a.
Excluded 6.91% n.a. 5.25% n.a.
* Includes commercial, financial and government entities loans.
Restructured and renewed loans
As of December 31, 2023 and 2022, restructured loans are analyzed as follows:
2023 2022
Stage 1 Stage2  Stage 3 Total Stage | Stage 2 Stage 3 Total
Business or
Commercial
activity $ 10954 S - - $ 10934 § 12454 S - 8 - $ 12454
Government 1,272 . - 1,272 - - - -
Consumer 2 - - 2 3 - - 3
Housing 6 - - 6 6 - - 6
Total $ 12234 § - $ - $ 12234 § 12463 $ - % - $ 12463

For years ended December 31, 2023 and 2022, accrued interest on restructured loans amounted to $824 and

$807, respectively.

As of December 31, 2023 and 2022, the Institution does not report renewed loans.
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Portfolio in Stage 3

Below is an analysis of the portfolio with credit risk Stage 3 at December 31, 2023 and 2022, according to the

term as from it was so considered:

2023 1 to 180 days 181 to 365 days  More than 365 days  Un-callable Total
Commercial * $ - 5 - S 18 $ 406 $ 424
Other private FI - - - 3,662 3,662
Consumer - " - 4 4
Housing - - - 6 6
S - 8 - 8 18 § 4,078 § 4,096

2022 1 to 180 days 181 to 365 days  More than 365 days  Un-callable Total
Commercial * $ - S 21§ - S 406 $ 427
Other private FI 2,276 - - 3,165 5.441
Consumer - - - 3 3
Housing - - - 5 5
$ 2,276 S 21 § - 3 3,579 § 5,876

* Includes commercial, financial entities and government loans.

Below is an analysis of the portfolio with credit risk Stage 3 movements for years ended December 31, 2023 and

2022;
Movements 2023 2022
Balance at beginning of year S 5876 $ 5,229
Settlements (8,125) (7,890)
Write-offs - -
Transfers from current to past-due portfolio 6,453 8.537
Foreign exchange fluctuation (108) -
Balance at end of year S 4,096 S 5,876

As of December 31, 2023 and 2022, the past-due portfolio is comprised by 18 and 15 former employees, | and
| companies, and | and 2 financial entities.

As of December 31, 2023 and 2022, interest on the past-due loan portfolio not recognized in results amounted to
$114 and $184, respectively; such interests are recorded in memorandum accounts.

Impaired loan portfolio

As of December 31, 2023 and 2022, impaired commercial portfolio is analyzed below:

2023
Risk level
Allowance
D E Total recorded
Stage | $ 977 S - 8 977 § 285
Stage 3 - 423 423 423
Total b 977 8 423 8 1,400 S 708
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2022
Risk level
Allowance
D E Total recorded
Stage 1 $ 8§ S -5 8 8 4
Stage 3 - 427 427 427
Total $ 8 § 427 § 435 S 431

During the year, transfers between the stages of portfolios with credit risk are shown below:

2023
From Stage 1 From Stage 2 To Stage 3
Consumer loans $ 1 $ -5
Housing loans 1 4 5
Total 5 2 % 4 3 )

Interests and commissions from the portfolio with credit risk as of December 31, 2023 and 2022, are comprised
as follows:

2023 2022
Interest Commissions  Total Interest Commissions  Total
Business or commercial activity loans $ 4,128 § 591 $ 4,719 $ 2,682 % 78 2,689
Loans to credit institutions 15,711 41 15,752 7.230 64 7.294
Loans to government entities 1,601 - 1.601 184 - 184
Consumer loans 5 - 5 2 - 2
Housing loans 1 - 1 1 B 1
Total S 21,446 $ 632 § 22078 § 10.099 § 71§ 10.170

The average weighted term for the amortization of commissions collected on the initial granting of the loan is one
month.
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Portfolio in memorandum accounts:

Balances of the portfolio derecognized from assets in local currency which are recorded in memorandum accounts
while collection management continues, are shown below:

2023 2022

Local Currency Local Currency
Principal
Companies $ - 8 575
Former employees 1 -
Total principal $ 1 S 575
Interest
Companies $ - $ 12
Former employees 1 -
Total interest $ 1 § 12

For years ended December 31, 2023 and 2022, the recoveries of the loan portfolio derecognized from assets
amounted to $0.9 and $0.5, respectively, which as recorded in the preventive allowance for credit risks in the
statement of comprehensive income.

(d)  Preventive allowance for credit risks

As of December 31, 2023 and 2022, as a result of the application of the rating methodology, the probability of
default and loss severity of each group, obtained as weighted average of the exposure at default, are as follows:

2023 2022
Probability of  Severity of Exposure at  Probability of  Severity of Exposure at
Type of portfolio default loss default default loss default
Commercial 1.70% 44.88% $ 229,001 2.38% 44.88% $ 211,264
Mortgage 10.41% 17.67% 68 8.91% 21.27% 80
Consumer 27.04% 82.93% 17 19.83% 73.60% 19

Excluded - - - - - -

The parameters are weighted on the loans of each of the portfolios. Exposure at default shown for credit risk
includes loan commitments.

In accordance with the Provisions for Loan Portfolio Rating for Development Banking Institutions, the loan
portfolio under the responsibility of the Federal Government and the one acquired with discount of development
banking entities, is not subject to the creation of the preventive allowance for credit risks since these entities
assume the credit risk. The balances of the loan portfolio and contingent operations subject to rating are controlled
in memorandum accounts and are rated based on the methodologies established by the Banking Commission.

-l
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As of December 31, 2023 and 2022, the credit rated loan portfolio and preventive allowance for credit risks, are

analyzed as follows:

Credit rated loan portfolio 2023

fo Business or Financial Government .
Risk level : NS it T'otal
commercial institutions entities
A-1 $ 44643 § 145299 § 18,990 1 56 208,989
A-2 1,530 6,462 - 5 3 8.000
B-1 - 2.698 1 - 2.699
B-2 265 969 1 1,235
B3 340 = - - 340
Cl - 2 2 4
C2 - 2 - 2
D 977 - 977
Stage 1 $ 47,755 § 155428 § 18,990 12 61 222,246
Al $ 2775 8 - 3 - - - 2,775
C-1 . - - -
C-2 - 1 1
E - 1 - 1
Stage 2 S 2,775 8 - 8 - 1 1 2,777
c3 $ - 5 - 3 - - 3 3
D - - - - 3 3
E 423 3,663 - 4 - 4,090
Stage 3 S 423 § 3,663 $§ - 4 6 4,096
Subtotal $ 50,954 S 159,091 § 18,990 17 68 229,119
Uncollected accrued interest (33)
Total 229,086
Exempted portfolio
Federal Government
Contingent collateral portfolio 97,333
Total portfolio 326,419
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Preventive allowance for credit risks of the credit risk loan portfolio rated in 2023

Risk level Busiuees or .hr!anc.'al Gover.n.mem Consumer Housing Total
commercial entities

A-1 M 239§ 481 S 95 8 - 8 - 815

A-2 21 84 - - - 105

B-1 - 42 - - 42

B-2 6 20 - - - 26

B3 12 - - - - 12

C1 - = = = = 4

P : . 5 = :

D 285 - - - - 285

Stage 1 5 563 S 627 S 95 b - ] - 1,285

Al S 19 s S - s - 5 - 19

C-1 - - - - - -

Cc2 - y - ” y

E . . =

Stage 2 ] 19 8 b - 8 - 5 - 19

2 5 - 8 - 5 - S - 8 - -

D = - - - 1 1

E 423 3.663 - 3 - 4,089

Stage 3 3 423§ 3.663 S - 8 i S 1 4,090

Total S 1,005 ] 4,290 S 95 S 3 5 1 5,394
Additional allowance recognized by the Banking Commission 3,913
Allowance for allocation of lines of guarantees 9,926
Total allowance 19,233

2022 Assessed portfolio
Business or Financial Government
Risk level commercial instituti entities Consumer Housing Total

A-1 b 38,409 § 126,065 § 19362 § 3 8 59 183 898

A-2 10,030 6,367 - 2 I 16,410

B-1 - 1,134 - 2 - 1,136

B-2 250 183 - - | 434

B3 - - 1 > 1

Cl - 93 1 2 95

c2 - - - 5 - 5

D 8 - 4 - - 8

E - - - 1 - |

Stage 1 S 48,697 S 133,842 S 19,362 S 15 S 73 201,988

A-1 S 3,336 S - S - S - 8 3,336

A-2 - = = 5 .

B-3 - 167 - - - 167

C-1 - - - - | 1

c2 - . - " 1 1

D « . % & ” &

E - - - ! = !

Stage 2 S 3336 S 167 S - 5 1 § 2 3,506

c3 S0 50 S0 S0 83 $3

D a . - - 2 2

E 427 5441 - 3 - 5.871

Stage 3 3 427 8§ 5,441 S - S 3 s 5 5,876
Uncollected accrued interest 9
Total S 52,460 S 139,450 S 19,362 S 19 8 80 211,361
Exempted portfolio -
Federal Government =
Contingent collateral portfolio 89,010
Total portfolio 300,371
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(figures in millions of Pesos)

2022
Risk level o~ or ‘Flrfamzlal Goverprncnt Consumer Housing Total
commercial institutions entities
A-1 $ 242§ 397 § 97 § - 8 - 5 736
A-2 112 62 - - - 174
B-1 - 20 - - - 20
B-2 6 4 - - - 10
B-3 - - - - - 0
Cl - 9 - - - 9
C2 - = & ] s 1
D 3 - - - - 3
E - - - - - -
Stage 1 $ 363 S 492 3 97 § 18 - 3 953
Al S 23 - 3 - 8 - % - 3 23
A2 - - - - - -
B3 - 8 - - 8
C-1 - - - - -
C-2 - - - -
D 5 . . 2 5
E - - - - - -
Stage 2 $ 23§ 8 8 -5 - 8 - 3 31
C3 $ - - 8% - 8 - 5 - 3 -
D - - - 1 1
E 427 § 4,649 - 3 - 5,079
Stage 3 $ 427 5 4649 $ -3 3 3 2 % 5,080
Total $ 813 § 5149 § 97 § 4 % 2 % 6,064
Additional allowance recognized by the Banking Commission 735
Allowance for allocation of lines of guarantee 8.500
Total allowance S 15,299

Below is an analysis of the movements of the preventive allowance for credit risks as of December 31, 2023

and 2022:
2023 2022
Balance at beginning of year $ 15,298 § 12,635
Provisions charged to the year’s results 9,365 39,739
Uses, write-offs and others (668) (4,800)
Allowance cancellations (4,618) (32,224)
Foreign exchange fluctuation (144) (52)
Balance at end of year $ 19,233  §$ 15,298
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Increases / (releases) by loan type and stage for 2023 are shown below:

Business or Financial Government
Rating commercial entities entities Ci Housing Additional Other Guarantees Total
Stage | 250 % 136 % (n s - 3 - /% KR b (18) $ s 3,544
Stage 2 (1) (8) (9
Stage 3 3 (229) - - (225)
na = = - - 5 1,437 1,437
Total 252 s (101) $ (U 18 -5 3177 S (18) § 1437 S 4,747
Uses, write-offs and other (G68)
Foreign exchange fluctuation (144)
Total 5 3,935
Increases / (releases) by type and stage for 2022, are shown below:
Business or Financial Government
Rating commercial entities entities Consumer Housing Guarantees Additional Total
Stage | (4,552) § 41 3 (1,547) 8§ 2) 8 1y s (5) 8 - 3 (6,0066)
Stage 2 25 - 14 - - - - 39
Stage 3 5,226 - 4,655 3 2 9,886
na = - - - - - 3,657 3,657
Total 699 S 41 S a2z s I.§ | (5) § 3.657 § 7.516
Uses, write-offs and other (4,800)
Foreign exchange f1 i {52)
Total § 2,664

As of December 31, 2023 and 2022, the preventive allowance for credit risks set aside by the Institution includes
$19,233 and $15,298, respectively, recorded in the consolidated statement of financial position for the year.

The preventive allowance for credit risks on interests from the loan portfolio with credit risk in Stage 3 amounts
to $17 for year ended December 31, 2023.

As of December 31,2023 and 2022, loan allowances represent 8.4% and 7.2%, respectively, of the total portfolio
and cover 4.7 and 2.6 times, respectively, the loan portfolio with credit risk in Stage 3.

In 2023 and 2022, the Institution applied the balance of 5 and 7 borrowers, respectively, against the preventive
allowance for credit risks in an amount of $668 and $4,800, respectively.
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Factoring to Maturity

In 2021, Nafin and financial intermediaries were summoned to participate in the Production Chain in the modality
of Factoring to Maturity for an amount required of lines of up to $20,000.

Nafin participation is of up to $5,000 million pesos and applicable interest rates are the following:

e Nafin Funding Rate = Cetes 182 days of the transaction date plus (+) 0.50%.
e Spread rate: 1.60%.

The rate scheme is particular to the Productive Chain and is not for general application, which allows customer
supplier to collect 100% of its billings through a Nafin platform.

Collection of commissions for the Productive Chain at maturity is made with a 180-day periodicity.

Income received by the Institution is through commission in accordance with the product structure, which is
recognized as advance payment and is deferred during the life of the transaction.

As of December 31, 2023 and 2022, the balance of the portfolio for factoring transactions, is the following:

2023 2022
Factoring line without recourse $ 5715 § 4,885
Commissions collected in advance $ 10 $ 9
Commissions accrued in results $ 133 § 114

10. OTHER ACCOUNTS RECEIVABLE, NET

As of December 31, 2023 and 2022, other accounts receivable are shown below:

2023 2022

Loans to personnel of the Institution $ 2,340 $ 2,247
Debtors for settlement of transactions 2,058 93
Other debtors 6,990 6,168
Debtors for commissions on current transactions 65 71
Debtors for collateral pledged in cash 4,554 9,021

16,007 17,600
Allowance for write-offs of other accounts receivable (6,827) (5.942)
Total $ 9,180 $ 11,658
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As of December 31, 2023 and 2022, the allowance for write-offs of other accounts receivable is shown below:

2023 2022
Balance at beginning of year $ (5942) § (5,633)
Increases (28) (12)
Applications 5 2
Recoveries 7 1
Allowance for slippage of foreign currency 3 1
Increase subsidiaries allowance (872) (301)
Balance at end of year $ (6,827) $ (5.942)

11. FORECLOSED ASSETS

As of December 31, 2023 and 2022, foreclosed assets are analyzed as follows:

2023 2022
Property (1) $ 825 § 681
Property, securities and foreclosed rights 25 28
850 709
Allowances (850) (709)
$ - $ -

For years ended 2023 and 2022, properties were received for $144 and $501, respectively, over which an allowance
for holding of foreclosed assets was created equivalent to 100% of the value of such assets.

2023 2022
Beginning balance $ - -
Foreclosures and payments in cash 144 501
Estimates and allowances (144) (501)
Sales - -
Ending balance $ - § -

The reception of properties was carried out under the payment in cash modality, as follows:

e  On March 27, 2023, a property situated in Puerto Pefiasco, State of Sonora, was received for an amount of
$80.

° On June 7, 2023, two properties situated in Ciudad Victoria and Altamira, State of Tamaulipas, were
received for an amount of $31 and $3, respectively.

e  Lastly, on August 10, 2023, the last property situated in Iztapalapa, Mexico City, was received for an amount
of $30.
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(1) During year 2023, a variation was obtained for 83 in property, securities and foreclosed right resulting
from the foreign exchange slippage.

Following, an analysis of the movements of the allowance for loss in value as of December 31, 2023 and 2022:

2023 2022
Balance at beginning of year $ (709) $ (247)
Increase to allowances of foreclosed assets (141) (462)
Balance at end of year $ (850) $ (709)

12. PROPERTY, FURNITURE AND EQUIPMENT, NET

As of December 31, 2023 and 2022, property, furniture and equipment is summarized as follows:

2023 2022
Land $ 53 % 53
Buildings 2,256 2,227
Furniture and equipment 243 239
Construction in progress - 15
Computer equipment 63 45
Other property, furniture and equipment 32 32
2,647 2,611
Less — Accumulated depreciation (1.243) (1,209)
$ 1,404 § 1,402

The useful lives during which the main assets are depreciated are shown below:

Concept Useful life
Building 53 to 70 years
Furniture and equipment 10 years
Computer equipment 3 to 4 years

Depreciation charged to results for years ended December 31, 2023 and 2022, amounted to $39 and $41,
respectively.

As of December 31, 2023 and 2022, there was no effect from impairment of property, leasehold improvements and
adaptations.
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As of December 31, 2023 and 2022, the percentages of depreciation applied by the main subsidiary, Plaza
Insurgentes Sur, S.A. de C.V., which provides the Institution with furniture and real property lease services, are

as follows:
Percentage of
Concept depreciation
Building 2%
Furniture and equipment 10%
Computer equipment 30%
Installation expenses 5%

13. PERMANENT INVESTMENTS

As of December 31, 2023 and 2022, permanent investments are comprised as follows:

2023 2022
Corporaciéon Andina de Fomento $ 2255 % 2,559
Shares of other entities 399
Investment in subsidiary companies 39 36
Fideicomiso Capital Emprendedor 3 3
$ 2,669 § 2,997
As of December 31, 2023 and 2022, the movement of permanent investments is shown below:
2023 2022
Balance at beginning of year $ 2997 § 3,062
Equity method in results of unconsolidated subsidiaries 17 39
Exchange translation (364) (144)
Investment acquisition § 51
Investment disposal - -
Applications 14 (11)
Balance at end of year ) 2,669 $ 2,997
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14. DEPOSIT FUNDING

As of December 31, 2023 and 2022, the deposit funding caption is analyzed as follows:

2023 2022
Currency Currency
Local Foreign Total Local Foreign Total

Term deposits:
Money market $ 174,448 § 14,592 § 189.040 $ 137,787 § 9281 § 147.068
Debt securities issued:
Stock certificates 96,736 - 96,736 72,805 - 72,805
Bank bond - 25415 25415 B 36,376 36,376
Stock notes - - - - 2,217 2217

96,736 25415 122,151 72,805 38,593 111,398
Total deposit funding $ 271,184 § 40,007 § 311,191 § 210,592 $ 47874 $ 258,466

As of December 31, 2023 and 2022, Time deposits from money market according to maturity are comprised as
follows:

2023 2022
Less than one year $ 188,191 § 145,858
One and five years Z 4
More than five years 374 374
188,565 146,232
Accrued unpaid interest 475 836
Total $ 189,040 $ 147,068

As of December 31, 2023 and 2022, the average weighted interest rates and the average terms in days on Time eposits
from money market are as follows:

Time deposits from money market

2023
Average term in
Instrument Average rate days Amount
Promissory notes with yield at maturity 11.13 1136 § 149,988
Fixed Time deposits - 112,00 24,000
Fixed Time deposits in euros 3.00 14.00 189
Certificates of deposit in foreign currency (valued) 478 13.36 14,388
Accrued unpaid interest - - 475
Total s 189.040
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2022
Average term in
Instrument Average rate days Amount
Promissory notes with yield at maturity 10.30 13 3 136,959
Certificates of deposit in foreign currency (valued) 353 15 9273
Unpaid accrued interest - - 836
Total $ 147,068

15. DEBT SECURITIES ISSUED IN THE COUNTRY

As of December 31, 2023 and 2022, the Institution has issued stock certificates with par value of one hundred
pesos each, under the financial program authorized by the Ministry of Finance and Public Credit, as shown

below:
Securities Par Value
Issuance Maturity (millions) (Pesos)
Cebures settled in Indeval
22/11/2013 08/03/2024 30.00 100
14/03/2014 08/03/2024 4,75 100
14/03/2014 08/03/2024 4275 100
06/06/2014 08/03/2024 40,00 100
26/09/2014 08/03/2024 32.50 100
17/04/2015 07/03/2025 60.00 100
24/08/2015 07/03/2025 40.00 100
12/04/2017 25/09/2026 12.50 100
02/05/2018 25/09/2026 25.00 100
26/07/2019 13/07/2029 27.20 100
02/07/2021 28/06/2021 13.85 100
02/07/2021 26/06/2026 1115 100
02/07/2021 20/06/2026 75.00 100
22/11/2021 19/11/2024 22.00 100
22/11/2021 17/11/2026 13.00 100
22/11/2021 10/11/2031 65.00 100
19/08/2022 15/08/2025 50.23 100
19/08/2022 13/08/2027 10.07 100
19/08/2022 06/08/2032 32.74 100
15/05/2023 06/05/2030 19.57 100
15/05/2023 06/05/2023 35.10 100
15/05/2023 11/05/2026 45.33 100
04/08/2023 21/11/2025 45.00 100
04/08/2023 12/02/2027 30.00 100
08/08/2023 21/11/2025 15.23 100
01/12/2023 12/02/2027 67.60 100

Premium or discount on placement

Accrued interest payable

Interest

rate

2023 2022
$ 3.000 § 3.000
475 475
4,275 4.275
4,000 4,000
3.250 3,250
6,000 6,000
4.000 4.000
1.250 1,250
2.500 2,500
2,720 2,720
1,385 1,385
1.115 1,115
7.500 7.500
2,200 2,200
1,300 1,300
6.500 6,500
5,023 5,023
1.007 1,007
3.274 3.274
1,957 -
3.510 -
4,533 -
4,500 -
3.000 -
1,523 -
6.760 -
86,557 60,774
(193) (249)
1.025 1.006
$ 87389 § 61,531
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Securities Par Value Interest
Issuance Maturity (millions) (Pesos) rate 2023 2022

Cebures settled in Euroclear and Clearstream

27/04/2016 25/09/2026 50 100 6.2 $ 5000 $ 5.000

25/10/2016 25/09/2026 42 100 6.2 4,200 4,200

Premium or discount on placement - -
Accrued interest payable 147 58
Subtotal 9,347 9,258
Green bond  02/09/2016 01/09/2023 99.99 6.05 - 2,000
Accrued interest payable - 16
- 2,016

Total S 96,736 S 72,805

16. DEBT SECURITIES ISSUED ABROAD
Bank bonds

As of December 31, 2023 and 2022, bank bonds balance amounts to $25,415 and $36,376, respectively. This
caption comprises current balances of securities placed abroad by the Institution, as follows:

2023
Balance in
original
currency in % average Balance in
Currency Securities millions Interest rate local currency Term
US dollars
Less than one
110 1.475 23 5.3665 25415 year
25415
2022
Balance in
original
currency in %o average Balance in
Currency Securities millions Interest rate local currency Term
US dollars
Less than one
114 1.852 12 4.2467 36,376 vear
36,376
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Stock notes

As of December 31, 2023 and 2022, the caption has a balance of $0 and $2,217, respectively. The year 2022
balance is comprised by Yens in the amount of Y 15,000, at an average rate of 0.66%, 5-year term, with a value in
local currency of $2,217, which includes interest for $2.

17. INTERBANK LOANS AND LOANS FROM OTHER AGENCIES

As of December 31, 2023 and 2022, interbank loans and loans from other entities are mainly made up of loans
from financial institutions abroad at current market rates, as follows:

2023 2022

Multinational and government bodies
World Bank $ - 3 1.512
Mexican Central Bank 11,318 11,318
Inter-American Development Bank 4,462 3,853
Other 5.600 4,218
21,380 20,901
Banking institutions 7.310 7,703
Accrued unpaid interest 2,701 1,385
Other loans 18,808 11,299
28,819 20,387
S 50,199 S 41,288

As of December 31, 2023 and 2022, maturity terms of less than one year amount to $39,264 and $14,827,
respectively.
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As of December 31, 2023, interbank loans and loans from other entities, in accordance with their enforceability,

are comprised as follows:

Financial entity
Due on demand
Local currency
Foreign currency

Total
Short-term

Pesos
Banco de México ()

US dollars:

Commercial banking

Kreditanstalt Fur Wiederaufbau (kfw) (d)

Corporacion Andina de Fomento (CAF) (b)

The Bank of Nova Scotia (c)

NF CTF BIRF 98062 Program for Substitution of Electrical
Appliances

2631 TC ME Program for Renewable Energy Financing
European Investment Bank

Interest
Total
Long-term

US dollars:

Commercial banking

Kreditanstalt fur wiederaufbau (kfw) (d)

NF CTF BIRF 98062 Program for Substitution of Electrical
Appliances

2631 TC ME Program for Financing of Renewable Energies

5434 OC-ME Global Credit Program for Defense of the Productive

Framework (a)
European Investment Bank

Total
Interest
Total

Total loans

Average rate

11.15%
11.15%

7.75%

3.04%
5.63%
5.90%

0.75%

0.75%
16.97%

3.04%

0.75%
0.75%

6.32%
16.97%

Average term
to maturity

3 days
3 days

29 days

120 days
166 days
171 days

240 days

120 days
300 days

9,844 days

2,450 days
3,106 days

8,659 days
13,437 days

Millions in the

original Local

currency currency
14,757 14,757
239 4,051
18.808
11,318 11,318
20 347
180 3.054
146 2,468
5 85
7 119
21 364
2,701
20,456
230 3.901
30 509
56 950
200 3,393
129 2,182
10,935
10,935
$ 50,199
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As of December 31, 2022, interbank loans and from other entities, in accodance with their enforceabiltiy, are

comprised as follows:

Financial entity
Due on demand
Local currency

Foreign currency
Total
Short-term

Pesos

US dollars:

Commercial banking

Kreditanstalt Fur Wiederaufbau (kfw)

Corporacion Andina de Fomento (CAF)

Instituto de Crédito Oficial (ICO)

NF IDB Cclip 2226 OC-ME Pemex Pymes Development
NF CTF BIRF 98062 Progra for Replacement of Electrical
Appliances

N:F. IDB Cclip 2843/OC-ME Prog Cred Line Condiciona ME-
X1010

2631 TC ME Program for Financing of Renewable

NF 1DB 3237/0C-ME Prog for Financing Promotion of Co-
generation

European Investment Bank

Interest
Total
Long-term

Local currency:

Banxico

US dollars:

Commercial banking

Kreditanstalt fur wiederaufbau (kfw)

NF IDB Ceclip 2226 OC-ME Pemex Pymes Development (e)
NF CTF BIRF 98062 Program for Replacement of Electrical
Appliances

2631 TC ME Program for Financingof Renewable Energies
N:F. IDB Cclip 2843/0C-ME Prog Cred Line Condiciona ME-
X1010 (e)

NF 1DB 3237/0C-ME Prog for Financing Promotion of Co-
generation (e)

5434 OC-ME Global Credit Program for Defense of Productive
Framework

European Investment Bank

Total
Interest
Total

Total loans

Average
rate

5.52

313
522
1.25
4.19

0.75

4.19
0.75

4.19
19.51

4.19

4.19
19.51

Average Millions in
rate to the original Local
maturity currency currency
3 days 11,299 $ 11,299
129
330 days 10 188
17 days 135 2,634
30 days - 1
5 days 5 98
8 days 5 98
4 days 5 98
6 days 7 136
5 days 5 98
365 days 6 112
65
S 358
394 days 11,318 $ 11,318
19,530 days 133 2,589
4,559 days 58 1,122
2,815 days 35 683
3,471 days 63 1,229
5,614 days 73 1.414
6,376 days 83 1,609
6,376 days 83 780
13,802 days 225 4,397
25,141
1,320
26,461
S 41,288
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(a) On September 19, 2022, the Institution entered into an agreement with the Inter-American Development
Bank to finance the implementation of the Global Credit Program for the Defense of the Productive
Network and the Economic Recovery, from which the following is to be highlighted:

(b)

(c)

(d)

The Inter-American Development Bank grants Nacional Financiera a loan in the amount of up to two
hundred million dollars (US$200).

The Original Disbursement Term shall be of two years as from the effective date upon execution of the
agreement. The final amortization date is the date corresponding to twenty-five years as from the
effective date upon execution of the agreement.

As of December 31, 2023, the above indicated credit line was used in full within the term stated in the
contract (2 years).

Two short-term loan agreements were entered into with Corporacion Andina de Fomento during 2023:

The first one dated September 25, 2023, starting date September 27, 2023, and one settlement on March
22, 2024 for an amount of eighty million dollars (USS$80).

The second one entered into on December 13, 2023, starting date December 15, 2023 and one settlement
on June 14, 2024, for an amount of 100 million dollars (US$100).

Also a loan agreement was entered into with The Bank of Nova Scotia on December 20, 2023, starting date
on December 22, 2023 and one settlement on June 16, 2024, for an amount of one hundred and forty six
million dollars (US$146).

During 2023, loans were entered into with Kreditnastalt Fur Wiederaufbau (KFW), which were identified
for the projects listed below:

Foreign banks

Balance
Exchange local

Balance

Date of Amortization Settlement currency

Project

27583/Program for
energy efficiency
for small and
medium size
companies

28987 /Program for
energy efficiency

29176/Program for
Promotion of
Renewable Energies

28989/Program for
Forestly Investment
Proinfor

30503/Program for
Micro, Small and
Medium Size
Companies

02/12/2015

18/12/2018

18/12/2018

18/12/2018

18/12/2018

starting date

30/12/2020

15/05/2024

15/05/2024

15/05/2024

15/05/2027

date

of origin

Rate

Currency

rate

currency

30/12/2025

15/05/2029

15/05/2034

15/05/2029

15/05/2032

45

68

114

TOTAL

250

1.8800

5.6175

5.7975

5.0975

6.1475

UsD

UsSD

ushD

usD

UsD

16.96

16.96

16.96

16.96

16.96

327

769

83

1,915

4,248
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(e) The Ministry of Credit and Public Finance requested carrying out the early maturity of the following loans
with the Inter-American Development Bank (IDB):

Early maturity was carried out on May 15, 2023 of loan N.F.IDB CCLIP 2843/0C ME Condiciona Line of
Credit Program ME-X1010.

Early maturity was carried out on June 15, 2023 of loans NF IDB Cclip 226 OC-ME Pemex Pymes
Development and NF IDB 3237/0C-ME Financing Program Promotion of Co-generation in Mexico.

(f)  On February 11, 2021, the Institution entered with the Mexican Central Bank: a simple credit agreement
and an Irrevocable Warranty Trust contract Number 10667 — Foreign Trade National Bank (BANCOMEXT
for the acronym in Spanish), as trust officer in which the Mexican Central Bank through the SICA system
grants a financing for $11,384 with a maturity date for principal and interest of up to 36 months, which
interest rate shall be the equivalent of the one-day interbank average rate the Mexican Central Bank
Governing Board has determined as the objective rate for purposes of monetary policy, during each day
during the life of the loan. The destination is directed to the granting of financing to the micro, small and
medium size company MiPymes directly, or, indirectly through other financial entities (First and Second
tier).

Said financing was initially guaranteed through the assignment of collection rights of the eligible credit
portfolio of Banco Scotiabank Inverlat, S.A., .B.M., recognized in Irrevocable Warranty Trust Number
10667 in favor of the Mexican Central Bank. The value of the guarantees is adjusted for the discount factors
that Mexican Central Bank has determined and shall cover in full, both principal amount as well as
estimated interests and any other agreed expense, in conformity with established rules.

The assets of the Irrevocable Warranty Trust Number 10667 as of December 31, 2023, is fully integrated
by the portfolio collection rights for $16,278 of Banco Scotiabank Inverlat, S.A., [.B.M., and by negotiable
government securities detailed below and recognized in investments of restricted negotiable instruments.
Said financing contains the following guarantees in debt securities:

Guarantees in debt securities

As of December 31, 2023, guarantees in debt securities are as follows:

Acquisition Amount
Date TV Issuer Series Securities amount Valuation valued
Dec. 31, LD Bondes 240425 17,300 100 1 $§ 1,731
2023
Total $ 1,731

As of December 31, 2022, guarantees in debt securities are as follows:

Acquisition Amount
Date TV Issuer Series Securities amount Valuation  valued
Dec. 31, LD Bondes 230330 2.800 100 2 $ 282
2022
Dec. 31, LD Bondes 240425 6,000 100 4
2022 602
Total § 884
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Account ‘Credits obtained pending drawdown” (Note 23, Other memorandum accounts) represent lines of credit
granted to the Institution unused at the closing of the year, as detailed as follows:

2023 2022
Kreditanstalt Fur Wideraufbau Frankfurt $ 1,097 § 670
Mexican Central Bank 181 208
Inter-American Development Bank 2,447 894
$ 3,725  § 1,772

Credit contracts establish different to-do and no-to-do obligations for the execution of projects to be financed,
among them: maintain financial management systems acceptable and reliable; maintain internal controls to
ensure that project resources are used for the purposes of the contract; retain documents and records of the project
for a given period; report on the execution progress of the projects as well as the occurrence of any default of
established commitments in the contract; and allow the inspection of the project at any point in time, the
installations, the equipment and systems, and documents and records that are deemed relevant to know.

18. OTHER ACCOUNTS PAYABLE

As of December 31, 2023 and 2022, this caption is comprised as shown below:

2023 2022
Creditors for collateral received in cash $ 2378 § 971
Sundry creditors 23372 659
Clearing accounts 4,421 245
Provisions for other concepts 364 270
Guarantee deposits 3 3
Total S 9,538 § 2,148

19. EMPLOYEE BENEFITS

a) Defined contribution for retirement plan

Beginning in 2006, the Institution amended the General Labor Conditions (GLC) based on trends and best
practices in the management and operation of retirement and pension schemes, to incorporate new employees, as

well as those who decided to migrate from defined benefits to defined contribution scheme.

This scheme allows for having a greater control over costs and liabilities of the plan, maintain an adequate cost-
benefit ratio for the Institution and for employees and establishes clear rules of contribution or retirement.
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This plan consists of the contributions carried out by the Institution to open individual accounts for each employee,
which are divided in two sub accounts, denominated "A" and "B", respectively. It further consists of contributions
carried out by the employee to the sub-account "B" and the returns generated by both sub accounts, which are
jointly identified as the employee's individual account.

The amount of the contributions for the years ended December 31, 2023 and 2022, amounted to $43 and $29,
respectively.

As of December 31, 2023 and 2022, the Defined Contribution Plan assets amount to $316 and $273, and are
invested in an irrevocable trust set up in the Institution.

b) Defined benefit retirement plan

Moreover, General Labor Conditions (GLC) for those employees who reach 65 years of age and complete 30
years of service will be entitled to a retirement annuity. Likewise, upon reaching 65 years of age with 5 years of
seniority, employees will be entitled to receive a monthly annuity, which amount will be equal to the result of
multiplying the average of the net monthly salary accrued by the employee during the last year of service by the
number of years of service rendered by the 0.0385 factor. The Institution reserves the right to pay a pension for
retirement to the employee who has reached 60 years of age or completed 26 years of service.

On the other hand, the transitory articles of the GLCs dated August 12, 1994, set forth those employees who joined
the Institution prior to the abovementioned date and reach 55 years of age and have completed 30 years of service,
60 years of age and have completed 26 years of service or 60 years of age and completed 5 years of seniority will
be entitled for a pension in the terms of GLCs.

In the event of an unjustified dismissal or termination of the employment relationship, the employee may choose to
receive the compensation upon termination, or a retirement annuity calculated based on the main characteristics of
the retirement plan if the employee is 50 years old and has 16 or more years of seniority.

Transitory Article 5, paragraph a) of the GLCs, reviewed in 2006, establishes that individuals who have obtained
pension for disablement, disability, or retirement prior to this GLC review and those employees who joined the
[nstitution prior to such date and to whom the defined retirement benefit plan applies, will continue to enjoy the
right to receive from the Institution at the time when they retire the following additional benefits:

Short-term loans, medium-term loans and special loan for savings, which will be paid with a charge to caption
"Administrative and promotional expenses", with an 18% net guaranteed return of the maximum capacity to invest
that will be calculated on 41.66% of the net monthly pension multiplied by 72 months, as well as the available
capacity that will be over 50% of the net pension, less monthly deductions from the short and medium-term loans
with principal and interest multiplied by 72 months, with a 41.66% cap of monthly net pension. The special loan for
savings will bear 1% annual interest on the principal, to be withheld by the Institution.

The net period cost for the year ended December 3 1, 2023 and 2022, amounts to $929 and $891, respectively, including
the effect of other post-retirement benefits. The estimated net period cost for the year 2024 amounts to $764.

As of December 31, 2023 and 2022, the plan assets of the fund for labor obligations amounted to $7,263 and $7,169,

respectively, and is invested in an irrevocable trust set up in the Institution. The net cost for the period recognized by
the Institution for retirement plans and seniority premium, amounted to $72 and $47, respectively.
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As of December 31, 2023 and 2022, plan assets related to “Other post-retirement benefits” amount to $17,014 and
$15,298, respectively. The net period cost recognized in the consolidated statements of comprehensive income
of the Institution amounted to $856 and $845, respectively.

As of December 31, 2023 and 2022, the plan assets of the fund for labor obligations are invested in the following
securities:

Types of investments in the fund and concentration thereof 2023 2022
Government securities 36.27% 37.48%
Bank securities 0.23% 0.28%
Other debt securities 63.50% 62.24%
Total 100.00% 100.00%

As of December 31, 2023 and 2022, from the total plan assets, 20.64% 22.04% , respectively, are invested in
Federal Government Development Bonds; 1.22% and 0.00%, respectively, in Treasury Certificates of the
Federation; 14.41% and 15.43%, respectively, in Bonds of the Institute for the Protection of Bank Savings; 0.23%
and 0.28%, respectively, in term investments with yield payable at maturity and investment companies of
securities issued by Credit Institutions ; 63.50% and 62.24%, in stock certificates and investment companies,
securities issued by Credit Institutions and private sector companies with high credit rating.

As of December 31, 2023 and 2022, the liability for employee benefits, is comprised as follows:

Employee benefits: 2023 2022

Institution $ 2055 % 2.862
CMIC 2 2
Operadora de Fondos 18 13
Plaza Insurgentes 1 1
Total $ 2,076 $ 2,878

The summary of actuarial calculations of the Institution without subsidiaries as of December 31, 2023, is the
following:

= 2023
Other
Seniority retirement Financial cost
Concept - ~ Pension ~ Premium benefits of credits

Accounting policy for recognition of losses and gains

Deferred amortization

General benefits description — ‘According to general labor conditions =
Obligation for acquired benefits $ 7509 % 4 % 12034 § _ 4,032
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Reconciliation between the value of Defined Benefit Obligations (DFQO) and Fair Value of Plan Assets
(FVPA) with the Net Liability for Defined Benefits (NLDB) or Net Assets for Defined Benefits (NADF)

. B 2023
Other
Seniority retirement Financial cost
Concept . _ Pension Premium  benefits ~ of credits
Net assets for defined benefits
Obligation for defined benefits S (7.639) § 43) $ (14,972) (4,215)
Fair value of plan assets 7,233 30 13,151 3,863
Financial situation of the obligation (406) (13) (1,821) (352)
Remeasurements pending recognition 114 1 248 79
Net asset (liability) for defined benefits B (292) (12) (1,573) (273)
Amortization 21 - 14 -
Total net asset (liability) for defined benefits S 271 $ _(12) s (1.499) (273)
R — 2023
Other
Seniority retirement Financial cost
Concept - Pension Premium benefits of credits
(Liability) assets for defined benefits
Net at beginning of period S REY B 14 3 2.898 681
Net cost for the period 67 5 725 131
Contributions made (67) (5) (725) (131)
Remeasurements of liability (asset) recognized
in OC1 (49) (2) (1,325) (408)
Net (liability) asset for defined benefits
(NLDF) / (NADF) 292 12 1,573 273
Restatement 21) = (74) Z
Total net assets (liabilities) for defined benefits ~ $ 271§ 12 § 1,499 273
Net cost for the period
Labor cost ) 7 % 3 8 222 9
Financial cost 661 3 1,316 386
Retumn on assets (633) (2) (1,082) (329)
Recycling of remeasurements 32 1 269 63
Net cost for the period S 67 $ 5 % 725 131
Remeasurements of liabilities (assets) for Net Defined Benefits
Defined benefits obligations $ 7,639 S 42 § 14972 4215
Estimated obligations for defined benefits (7.503) (42) (15,707) (4,407)
Actuarial (gains) losses on obligations (AGLO)  § 136 § - 8 (735) (192)
2023
Other
Seniority retirement Financial cost
Concept Pension Premium benefits of credits
Fair value of plan assets $ (7.233) $ 30y $ (13,151) (3,863)
Estimated value of plan assets 7,194 29 13,078 3.791
(Gains) losses on return of plan assets (GLRPA) (39) (1 (73) (72)
Remeasurement for the period to be recognized
in OCI $ 97 § (1 $ (808) (264)
Average remaining labor life (ARLL) 10.33 11.01 10.33 10.33
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The summary of actuarial calculations of the Institution without subsidiaries as of December 31, 2022, is the

following:
2022
Other

Seniority retirement Financial cost
Concept Pension Premium _ benefits of credits
Accounting policy for recognition of losses and gains

Deferred amortization o
General benefits description B ~According to general labor conditions o
Obligations for acquired benefits g 7365 $ 4 3 12207 § 4,172
Net assets for defined benefits
Obligation for defined benefits s (7.487) § (38) § (14,538) § (4.339)
Fair value of plan assets 7.147 24 11,639 3.659
Financial situation of the obligation (341) (14) (2,899) (680)
Remeasurements pending recognition 257 1 542 178
Net asset (liability) for defined benefits (84) (13) (2.357) (502)
Restatement 20 - 74 -
Total net asset (liability) for defined benefits $ (64) $ (13) $ (2.283) $ (502)
- Other

Seniority retirement Financial cost
Concept Pension Premium benefits of credits
(Liability) asset for defined benefits
Net at beginning of period $ 298 § 17 $ 28%9 § 803
Net cost for the period 63 5 715 147
Cost for early pensions 8 - 3 4
Contributions made (42) (5) (693) (151)
Remeasurements of liability (asset) recognized
in OCI (243) (4) (557) (301)
Net (liability) asset for defined benefits
(NLDB)/ (NADB) 84 13 2,357 502
Restatement (20) - (74) =
Total net asset (liability) for defined benefits $ [ 13 §$ 2283 § 502
Net cost for the period
Labor cost S 17 8 3 5 217 3 15
Financial cost 594 3 1,108 346
Retum on assets (571) (2) (899) (286)
Recycling of remeasurements 31 1 231 77
Net cost for the period S 71 S 5 % 717§ 152
Liability (asset) Remeasurements for Net Defined Benefits
Defined benefits obligations S 7487 § 38 S 14,538 § 4339
Estimated obligations for defined benefits (7.564) (40) (14,594) (4.430)
Actuarial (gains) losses on obligations (AGLO)  § (77) $ 2) $ (56) § (91)
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Reconciliation between value of Obligation for Defined Benefits (ODB) and Fair Value of Plan Assets
(FVPA) with the Net Liability for Defined Benefits (NLDB) or Net Asset for Defined Benefits (NADB)

2022 - . = o
Other
Seniority retirement Financial cost
Concept _ Pension  Premium benefits of credits
Fair value of plan assets $ (7.146) % 24) 3 (11,639) $ (3.659)
Estimated value of plan assets 7,267 23 11,912 3,703
(Gains) losses on return of plan assets
(GLRPA) 121 (1 273 M
Remeasurement of the period to recognize in
OCl $ 4 3 (3) § 217§ 7
Average remaining average labor life (ARLF) 10.55 11.24 10.55 S 10.55
Main hypothesis used = —
2022
Discount rate 9.24%
Wage increase rate 19.00%
Minimum wage salary increase 7.80%
Medical service increase rate 12.00%
Long-term inflation rate 3.75%
Financial position
As of December 31, 2023 and 2022, the financial position is as follows:
Other
Medical service, retirement
savings fund benefits (SLS)
Retirement Seniority insurance, and financial
2023 pension plan Premium sports cost of credits
Obligation for defined benefits $ (7.639) $ (43) $ (14972) $ (4.215)
Fair value of plan assels 7.233 30 13.151 3,863
Financial position of obligation (406) (13) (1,821) (352)
Remeasurements pending recognition 114 | 248 79
Net asset (liability) for defined benefits (292) (12) (1.573) (273)
Restatement 21 - 74 -
Total net asset (liability) for defined
benefits $ (271) $ (12) § (1,499) § (273)
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Other
Medical service retirement
savings fund, benefits (SLS)
Retirement Seniority insurance, and financial
2022 pension plan Premium sports cost of credits
Obligation for defined benefits s (7.487) § (38) § (14,538) § (4,339)
Fair value of plan asset 7.146 24 11,639 3,659
Financial position of obligation (341) (14) (2,899) (680)
Remeasurements pending recognition 257 1 542 178
Net asset (liability) for defined benefits (84) (13) (2.357) (502)
Restatement 20 - 74 -
Total net asset (liability) for defined benefits $ (64) $ (13) § (2,283) § (502)
Reconciliation of the reserve and Other Comprehensive Income (OCI)
As of same dates, the reconciliation of the reserve and other comprehensive income, is the following:
Other
retirement
Medical service, benefits (SLS)
Retirement Seniority savings fund, and financial
2023 pension plan Premium insurance, sports cost of credits
Balance of reserve at beginning of year S 341 $ 14 3 2898 § 681
Net cost for the period 67 5 725 131
Contribution to the fund (67) (5) (725) (131)
Remeasurements of liability or (asset) recognized
in OCI (49) ) (1,325) (408)
Balance at end of year 292 12 1,573 273
Restatement (21) - (74) -
Total net asset (liability) for defined benefits $ 271§ 12§ 1,499 § 273
Other
retirement
Medical service benefits (SLS)
Retirement Seniority savings fund, and financial
2022 pension plan Premium insurance, sports cost of credits
Balance of reserve at beginning of year $ 2098 § 178 2,889 § 803
Net cost for the period 63 5 715 147
Cost of early pensions 8 - 3 4
Contributions to the fund (42) (3) (693) (151)
Remeasurements of liability or (asset) recognized
in OCI (243) ) (557) (301)
Balance at end of year 84 13 2357 502
Restatement (20) 3 (74 £
Total net asset (liability) for defined benefits $ 64 $ 138 2283 § 502
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Medical Other
service, retirement
savings fund, benefits (SLS)
Retirement Seniority insurance, and financial
2023 pension plan Premium sports cost of credits
Accumulated OCI statement
Balance at beginning of vear pending
recognition of OCI 256 1 s 542§ 178
Recycling of remeasurements (142) - (294) (99)
Balance at end of year pending recognition in
OCl 114 1 3 248§ .
Balance at beginning of year recognized in OCI 85 13 8 2357 % 503
Recycling of remeasurements 110 - 24 34
Actuarial (gains) losses in obligations 136 - (735) (192)
(Gains) losses on return on plan assets (39) (n (73) (72)
Balance at end of year recognized in OCI 292 12 1,573 273
Net (liability) asset for defined benefits at end
of year 292 12 1,573 273
Restatement (21) - (74) -
Total net (liability) for defined benefits 271 12 8 1,499 § 273
Medical Other
serviee, retirement
savings fund, benefits (SLS)
Retirement Seniority insurance, and financial
2022 pension plan Premium sports cost of credits
Accumulated OCI statement
Balance at beginning of vear pending
recognition in OCI 414 2 5 865§ 287
Recycling of remeasurements (157) () (323) (109)
Balance at end of year pending recognition in
ocl 257 1s s 178
Balance at beginning of year recognized in
ocCl (86) 16 % 2048 8§ 517
Recycling of remeasurements 126 - 92 32
Actuarial (gains) losses in obligations 7 (2) (56) 90
(Gains) losses on return on plan assets 121 (1) 273 BRI
Balance at end of year recognized in OCI - 84 13 2357 502
Net (liability) asset for defined benefits at end of
year 84 3 2357 s
Restatement (20) - (74) B -
Total net (liability) asset for defined benefits 64 13 5 2283 § 502
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Employee Statutory Profit-Sharing

As of December 31, 2023 and 2022, incurred and deferred Employee Statutory Profit-Sharing (PTU for the acronym
in Spanish), are comprised as follows:

2023 2022

PTU incurred:

[nstitution $ - $ -
Consolidating trusts 4 ©
CMIC # ()
Operadora de fondos (6) (1
Real estate company (1 ()

PTU incurred § (7 $ (3)

PTU deferred:

Institution S 60) $ 221
Consolidating trusts 5 5
CMIC = s
Operadora de fondos - -
Real estate company 5 4

PTU deferred $ 60) S 221

Total $ 67) $ 218

Deferred Employee Statutory Profit-Sharing

The calculation of incurred and deferred Employee Statutory Profit-Sharing as of December 31, 2023 and 2022,
is analyzed below:

2023 Base PTU al 10%
Income before income taxes $ (11.191) § 1.119
Allocation to incurred tax:

Inflationary adjustment (1.994) 199
Valuation of financial instruments (557) 56
Non-deductible expenses 19 (3)
Preventive allowance for credit risks and other 3,154 (315)
Trust with no business activity 7.154 (715)
Derivative financial transactions 477 (48)
Non-deductible employee benefits 310 (31)
Other, net (821) 84
PTU incurred $ (3.449) § %
PTU in results of subsidiaries (7)
PTU in consolidated results $ (7)
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Basis PTU at 10%
Allocation to deferred PTU
(PTU at 10%):
Valuation of financial instruments 557 $ (56)
Miscellaneous provisions - s
Preventive allowance for credit risks (2.494) 250
Preventive allowance for credit risks and other. interests on
derivative financial instruments (313) 31
(Swaps) (597) 60
Other 239 (24)
PTU deferred (2,608) 261
Allowance for deferred PTU assets, non-recoverable 3.206 (321)
PTU deferred. Institution 598 § (60)
PTU deferred, subsidiaries -
PTU deferred, consolidated 5 (60)
2022 Basis PTU at 10%
Income before taxes on income allocation to tax incurred (8.434) § 843
Inflationary adjustment (3.265) 327
Valuation of financial instruments 149 (15)
Non-deductible expenses 22 (3)
Preventive allowance for credit risks and other 4.443 (444)
Trust with no business activity 5.211 (521)
Derivative financial transactions 544 (54)
Non-deductible employee benefits 273 (27)
Other. net 107 (10)
PTU incurred (950) -
PTU in results of subsidiaries (3)
PTU in consolidated results $ (3)
Allocation to PTU deferred
(PTU at 10%):
Valuation of financial instruments (149) § 15
Provisions and other 91) 9
Preventive allowance for credit risks (3.803) 380
Allowance for foreclosed goods. interest on derivative
financial instruments (501) 50
(Swaps) (37) 4
Other (250) 25
PTU deferred (4.831) 483
Allowance for assets for deferred PTU
Non-recoverable 2,620 (262)
PTU deferred, Institution (2.211) $ 221
PTU deferred, subsidiaries -
PTU deferred, consolidated $ 221
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As of December 31, 2023 and 2022, the Employee Statutory Profit-Sharing deferred asset, is comprised as follows:

2023 2022
Deferred asset (liability):
Institution $ 729 § 932
Corporacion Mexicana de Inversiones de Capital, S.A. de C.V. - -
Operadora de Fondos Nafinsa, S.A. de C.V. 3 1
Plaza Insurgentes Sur, S.A. de C.V. - =
Income tax and deferred PTU $ 732§ 933

The effects of Employee Statutory Profit-Sharing for temporary differences which originate significant portions of
deferred Employee Statutory Profit-Sharing, as of December 31, 2023 and 2022, are analyzed as follows:

2023 2022

Deferred asset (liability):

Valuation of financial instruments b3 (71) § 85
Provisions and other 28 28
Preventive allowance for credit risks 1.415 1.166
Allowance for foreclosed assets 81 50
Interest from derivative financial instruments (Swaps) 66 6
Remeasurements for defined benefits 114 157
Other 11 34
PTU deferred $ 1.644 § 1.526
Allowance for deferred income tax asset non-recoverable (915) (594)
PTU deferred Institution S 729 § 932
Income tax and deferred PTU, subsidiaries 3 1
PTU deferred, consolidated $ 732§ 933

20. INCOME TAX
a) Income tax charged to results

Income Tax Law (LISR for the acronym in Spanish) current starting from January 1, 2014, lays down an Income
Tax (ISR for the acronym in Spanish) rate of 30% for 2014 and subsequent years.

The Institution acting as trustee, in accordance with Article 13 of LISR, when business activities are conducted
through a trust, the trustee shall determine, in terms of Title Il of LISR, the tax result or tax loss from said activities
for each period and shall comply, on behalf of a group of trust beneficiaries, with the obligations set out under the
LISR, including the obligation to make estimated payments.
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In years ended December 31, 2023 and 2022, the income tax expense, incurred and deferred, charged to results, is
comprised as follows:

2023 2022

ISR incurred:

Institution $ - $ -
Consolidating trusts (1) -
CMIC = (75)
Operadora de fondos (22) (6)
Real estate company (40) (15)
ISR incurred S (63) $ (96)
ISR deferred:

Institution s (180) $ 663
Consolidating trusts - -
CMIC 464 262
Operadora de fondos 6 |
Real estate company 13 18
ISR deferred $ 303 $ 944
Total S 240 $ 848

b) Deferred income tax

For the purpose of income tax, temporary differences originating significant portions of income tax assets of the
Institution, as of December 31, 2023 and 2022, are presented below:

2023 2022

Deferred asset (liability):

Valuation of financial instruments S (214) $ 254
Provisions and other 83 84
Preventive allowance for credit risks 4,245 3497
Allowance for foreclosed assets 244 150
Interest from derivative financial instruments (Swaps) 198 19
Tax loss 2,642 1,662
Remeasurements for defined benefits 342 470
Other 32 104
Deferred income tax 7,572 6,240
Allowance for non-recoverable income tax asset (1) (5,386) (3.445)
Deferred income tax, Institution b 2.186 $ 2.795
Deferred income tax, subsidiaries (227) (713)
Deferred income tax. consolidated $ 1.959 S 2,082

(1) The estimate for deferred income tax assets is comprised by tax losses to amortize of which there is no
certainty of their recuperation for $2,642 and the portion of the preventive allowance for credit risks that
are foreseen will not be deductible in the future, since from such items $2,744 will not materialize.

The Institution considers that the net asset is recoverable; however, as indicated in Note 2c¢, federal

government decision regarding charges for use, described in Note 22, may have an impact on the viability
of this recuperation.
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¢) Reconciliation of the effective rate of income tax

Below, the analysis of the effective rate of income tax for years ended December 31, 2023 and 2022:

Effective
2023 Basis ISR at 30% rate
L.oss before income tax $ (11,191)$ 3,357 (30%)
Allocation to incurred tax:
Inflationary adjustment (1,994) 598 (5%)
Valuation of financial instruments (557) 167 (1%)
Non-deductible expenses 19 (6) -
Preventive allowance for credit risk and other 3.154 (946) 8%
PTU deferred 60 (18) -
Trust with no business activity 7.154 (2.146) 19%
Derivative financial transactions 477 (143) 1%
Non-deducible employee benefit 310 (93) 1%
Other, net (821) 246 (2%)
Incurred tax (tax loss) (3,389) - (9%)
Tax effect of consolidating trusts 2 - -
Income tax (tax loss) $ (3.387)% - -
Income tax in results of subsidiaries (63)
Income tax in consolidated results $ (63)
Allocation to deferred tax (tax at 30%):
Valuation of financial instruments $ 557 § (167) 2%
Miscellancous provisions = - -
Preventive allowance for credit risks (2,494) 748 (7%)
Preventive allowance for credit risks and other interest on
derivative financial instruments (313) 94 (1%)
(Swaps) (597) 179 (2%)
Tax loss (3.266) 980 (9%)
Other 239 (72) 1%
Deferred income tax (5.874) 1.762 (16%)
Allowance for unrecoverable deferred income tax asset 6,472 (1,942) s
Income tax, institution S 598 § (180) -
Income tax, subsidiaries - 483
Income tax, consolidated b 303
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Effective
2022 Basis ISR at 30% rate
Loss before income tax allocation to incurred tax: $ (8.434)8 2530 8 (30%)
Inflationary adjustment (3.2635) 980 (12%)
Valuation of financial instruments 149 (45) 1%
Non-deductible expenses 22 (7) 0%
Preventive allowance for credit risks and other 4,443 (1.333) 15%
PTU deferred (221) 66 (1%)
Trust with no business activity 5,211 (1.563) 20%
Derivative financial transactions 544 (163) 2%
Non-deductible employee benefits 273 (82) 1%
Other, net 107 (32) 0%
Tax incurred (1,171) - (4%)
Tax effect of consolidating trusts - - -
Income tax (tax loss) of the Institution $ (1.171)$ - $ -
Income tax on results of subsidiaries (96)
Income tax on consolidated results $ (96)
Allocation to deferred income tax (tax at 30%):
Valuation of financial instruments $ (149) % 45 8 (1%)
Provisions and other (91) 27 0%
Preventive allowance for credit risks and credit risks (3.803) 1,141 (13%)
Allowance for foreclosed assets and interest on derivative
financial instruments (501) 150 (2%)
(Swaps) (37) 11 0%
Tax loss (1,9035) 572 (7%)
Other (250) 75 (1%)
Deferred income tax (6.736) 2.021 (24%)
Allowance for non-recoverable deferred income tax assets 4,525 (1.358) -
Deferred income tax (net), Institution $ (2.211)$ 663 § -
Deferred income tax (net). subsidiaries 281
Deferred income tax (net). consolidated S 944
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d) Other considerations

In accordance with the current tax legislation, the authorities have the faculty to conduct an official review of five
years as from the date on which the last income tax return was filed.

In accordance with the LISR. companies conducting transactions with related parties, resident in Mexico or abroad,
are subject to tax restrictions and obligations as to the determination of agreed-upon prices, as they must be similar
to those used with or between independent parties in comparable transactions.

The base for ISR of each year differs from the base for Employee Statutory Profit-Sharing given the payment of
profit-sharing to employees and benefits paid to employees which are not fully deductible for purposes of ISR.

e) Tax loss carryforwards

Tax loss carryforwards can be realized in the ten following fiscal years against taxable income. Those
carryforwards are subject to being restated by using the National Consumer Price Index (NCPI).

As of December 31, 2023, tax loss carryforwards, restated at that date, are summarized as follows:

Year incurred Historical amount Restatement Restated amount Year of expiration
2019 $ 1,556 § 368 § 1,924 2029
2020 1,426 276 1,702 2030
2021 684 88 772 2031
2022 981 42 1,023 2032
2023 3,387 - 3,387 2033
$ 8.034 § 774§ 8.808

21. STOCKHOLDERS’ EQUITY
Capital stock

As of December 31, 2023, capital stock of the Institution is comprised as follows:

Capital contribution

certificate Par value Amount Total
“A™ Series “B" Series (pesos) “A" Series “B” Series
Subscribed capital $ 59400000 $ 30,600,000 § 50 % 2970 $ 1,530 § 4,500
Unissued capital (14.839.512) (7.644,598) 50 (742) (382) (1,124)
Subscribed and paid capital $ 44560488 § 22955402 § 50 $ 2228 § 1,148 3.376
Restatement increase 7.011
Total capital social $ 10,387

On March 3, 2022, the Agreement modifying the Organizational Regulations of Nacional Financiera was
published in the Official Gazette of the Federation, whereby Article 7 includes the new maximum amount of the
Institution's capital stock in the amount for recognizing the new maximum authorized amount of $4,500,
supported by 59,400,000 "A" Series certificates of capital contribution, as well as 30,600,000 “B" Series
certificates of capital contribution, with a par value of each one of the certificates of $50.00 (Fifty pesos and
00/100).
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The Institution's capital stock will be represented in 66% by "A™ Series certificates and 34% by "B" Series
certificates. "A™ Series certificates may only be subscribed by the Federal Government and "B” Series certificates
by Federal Government and Mexican individuals or companies. As of December 31, 2023 and 2022, the Federal
Government owns 99.97% of capital stock.

On June 24, 2022, the Ministry of Finance and Public Credit issued official communication no. 368.-V.- 22/2022
addressed to the Institution, whereby a non-certified copy of the certificate of delivery-reception of the CAP
securities that represent the investments of the Federal Government is delivered to the TESOFE for their custody
and receipt of the "A" and "B"" Series CAPs issued on June 13, 2022. Moreover, a non-certified copy of series "A"
and "B" CAPs signed on June 9, 2022, was delivered. Said CAPs represent the paid-in capital stock increase,
arising from the capital contribution made by the Ministry of Finance and Public Credit on December 31, 2020,
in the amount of $7,290, applied to paid-in capital stock in the amount of $482, and premiums for CAPs
underwriting in the amount of $6,808.

On October 14, 2022, the Ministry of Finance and Public Credit issued official communication no. 368.-V.-
103/2022 addressed to the Institution, whereby a non-certified copy of the certificate of delivery-reception of the
CAP securities that represent the investments of the Federal Government is delivered to the TESOFE for their
custody and receipt of the series "A" and "B" Series CAPs issued on October 10, 2022. Moreover, a noncertified
copy of series "A" and "B" CAPs signed on October 7, 2022 was delivered. Said CAPs represent the paid-in
capital stock increase, arising from the capital contribution made by the Ministry of Finance and Public Credit on
November 30, 2021, in the amount of $4,274, applied to paid-in capital stock in the amount of $267, and premiums
for CAPs underwriting in the amount of $4,007.

Contributions for future capital stock increases
As of December 31, 2023 and 2022, its value amounts to $12,129 y $3,326, respectively.

As of December 31, 2022, its value amounts to $3,326. On December 19, 2022, the Ministry of Finance and Public
Credit (SHCP) made a capital contribution in the amount of $3,326. At a Board of Directors meeting, the capital
stock contribution was authorized in the amount of $3,326. The Institution's Management will make the necessary
arrangements to have the capital stock contribution authorized, given that is required to be able to support the
volume of development and investment banking transactions, which includes investments in venture capital, as
well as maintaining a prudent capitalization level.

On December 29, 2023, the Ministry of Finance and Public Credit (SHCP), carried out a capital contribution for
$8,803; at the Board Meeting such contribution was authorized.

Premium on sale of shares

The premium on sale of Certificates of Equity Contribution (CAP for the acronym in Spanish) represents the
excess difference between the payment for subscribed DAPS and their par value. The balance of premiums on
sale of CAPs as of December 31, 2023 and 2022, amounts to $31,868. As mentioned in this note, under section
‘capital stock’, during year 2023 there were no increases to the premium on sale of shares, given that contributions
made by SHCP are in process of formalization.

Capital reserve
Net income for the year, when generated, is subject to the legal provision that requires that 5% thereof'is transferred
to the legal reserve, until it is equal to 20% of capital stock, except in the case of having accumulated losses, which

should be first fully amortized before setting aside the legal reserve.

The nominal value of the capital reserves as of December 31, 2023 and 2022, amount to $1,699, and its restated
value as of year-end amounts to $3,115.
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Dividends declared

Dividends paid to individuals and residents abroad shall be subject to an additional 10% tax, which is
considered final and must be withheld by entities that distribute such dividends. The rule applies only to
dividends payment from earnings generated beginning January 1, 2014.

For years ended December 31, 2023 and 2022, there were no dividends declared.
Comprehensive income

As of December 31, 2023 and 2022, comprehensive income reported in the consolidated statements of
changes in stockholders ' equity, represents the result of total activity during the year and includes net income,
the effects of valuation of investments in financial instruments for collecting or selling in the amount of $(112)
and $44, respectively, as well as the valuation of cash flow hedging derivative financial instruments for $288
and $68, respectively, remeasurement of defined employee benefits for $636 and $(364), respectively, and
valuation effects of associated and affiliated companies for $12 and $(39), respectively.

Restrictions on stockholders” equity

The Credit Institutions Law requires the Institution to set aside 10% of its earnings, on an annual basis, to set
up capital reserves, up to the amount of the paid-in capital stock.

In case of equity reimbursements or retained earnings distributions to stockholders, income tax is due on the
portion of the reimbursement or distributions exceeding the taxable basis. As of December 31, 2023 and 2022,
the capital contribution account (CUCA for the acronym in Spanish)) of the Institution amounts to $105,281
and $100,593, respectively, and the after-tax earnings account (CUFIN for the acronym in Spanish),
amounted to $18,722 and $18,298, respectively.

Retained earnings of subsidiaries may not be distributed to the Institution’s stockholders until dividends are
collected.

Capitalization (unaudited information)

As of December 31, 2023, the preliminary calculation of the capitalization ratio was set at 18.37%, which is
comprised of net capital amounting to $29,322 and total risk-weighted assets amounting to $159,657.

a. Basic and supplementary capital
The Institution's net capital consists of $28,136 of basic capital. Pursuant to the application of the portfolio

rating methodology, supplementary capital is equal to $1,186 which implies that net capital is equal to
$29,322. The basic capital, in this case, is equal to the fundamental capital.
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b. Assets adjusted for market risks

Assets adjusted for market risks amount to $40,049 and are equivalent to a capital requirement of $3,024,
integrated as follows:

Positions exposed to market risk by risk
Amount of equivalent

Concept positions Capital requirement
Transactions in local currency at nominal rate $ 14666 $ 1,173
Transactions with debt securities in local currency with spread and

adjustable rate 5,635 451
Transactions in local currency with actual rates or denominated in UDls 1,928 154
Position in UDIs or with returns indexed to NCPI 8 1
Transactions in foreign currency at nominal rate 2476 198
Positions in foreign currency or retumns indexed to exchange rate 84 7

Positions in gold - -
Positions in shares or with return indexed to the price of a single share
or group of shares 15,252 1,220

$ 40,049 § 3,204

c. Assets adjusted for credit risks
Assets adjusted for credit risk amount to $111,885 and are equivalent to a capital requirement of $8,950.

Therefrom, assets adjusted for risk related to borrowers and deposits amount to $92,657, equivalent to a
capital requirement of $7,413, and are comprised as follows:

Weighted assets subject to credit risk by risk group

Concept Assets weighted by risk Capital requirement
Group [T (weighted at 20%) $ 15418 § 1,233
Group III (weighted at 50%) 5373 430
Group I (weighted at 100%) 2,707 217
Group IV (weighted at 20%) 505 40
Group VI (weighted at 100%) 11,998 960
Group VII (weighted at 20%) 6,750 540
Group VII (weighted at 50%) 19,597 1,568
Group VII (weighted at 100%) 710 57
Group VII-B (weighted at 100%) 24,629 1,970
Group IX (weighted at 100%) 4,970 398
S 92,657 § 7413

d. Assets adjusted for operational risk
Assets adjusted for operational risk amount to $7,723 and are equivalent to a capital requirement of $618.

Weighted assets subject to operational risk
Used method Assets weighted by risk Capital requirements

Basic benchmark 3 7723 % 618
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The detail of subcomponents of required capital calculation by operational risk using the business benchmark

at the closing of December 2023, is the following:

| Cum.Cash | Cum. Cash Cum. Cash
Business Indictor Subcomponents | Flow T1 dec 22-  Flow T2 dec 21- | FlowT3 dic
B . - nov 23 noy 22 20-nov 21

Interest, Lease and Dividends (ILDC) Components 3,210
Interest income of al financial assets and other interest income 42,477 26,920, 19,267
Interest expense on financial liabilities and other interest expense 39,522 24,806, 14,709
Annual Net Income 2,954 2,114 4,558
Productive assets (average 36 months) ) 486,711 _
Dividend income 4 1 0
Services Component (SC) 1,644
Other operating income — 2,198 137 81
Other operating expenses 451 _1.722) 13.860
Benefits 0 6.824 13318
Other operating expenses without benefits 451 898? 542
Commissions and rates income 503 1,095 917
Commissions and rates expenses | 128 136 At
Financial Component (FC) L . 294 -
Net income/loss in assets and liabilities of investment portfolio, hedging

accounts and foreign exchange difference 323 20 2
Business Indicator (BI) o - S ] -
Business Indicator Component (BIC) e .
Internal Loss Multiplier (ILM) 1
Capital Requirement for Operational Risk 618
Assets subject to Operational Risk 7,723

No information regarding the Historical Loss Base, since the Internal Loss Multiplier benchmark is <17, thus
when using such benchmark, the historical information on Annual Losses for Operational Risk is not
considered, when using the required capital calculation through the Business Benchmark.
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Appendix 1-O of the Provisions establishes the requirements for the disclosure of information related to
capitalization, which shall contain, in addition to those listed in the preceding subparagraphs, the following
sections:

1. Net capital is presented in accordance with the international disclosure format contained in the document
"Format of capital disclosure without considering transitory application of regulatory adjustments".

Ref. Common equity Tier | (CET 1): Instruments and Reserve Amount
1 Common shares qualifying for common equity Tier | plus its corresponding premium s 54,384
2 Results from prior years (14,322)
3 Other elements of comprehensive income (and other reserves) (6,364)
6 Common equity Tier | before regulatory adjustments S 33,698

Common equity Tier 1: regulatory adjustments

9 Other intangibles different from rights for mortgage services (net of the corresponding deferred income
tax payable)
174
15 Defined benefits pension plan
5 20,414
21 Deferred income tax asset stemming from temporary differences (amount above 10% threshold, net of
deferred tax liability)
729
26 Local regulatory adjustments 4,659
A of which: Other elements of comprehensive income (and other reserves) -
D of which: Investments in multilateral bodies 564
F of which: Investments in venture capital 3,995
G of which: Investments in mutual funds 101
28 Total regulatory adjustments to common equity Tier 1 5,562
29 Common equity Tier 1 (CET 1) S 28,136
Additional capital Tier 1: regulatory adjustments
44 Additional Tier 1 capital (AT1) -
45 Tier 1 capital (T1 =CETI1 + AT1) 28.136
Tier 2 capital: instruments and provisions
50 Provisions 1.186
Tier 2 capital before regulatory adjustments
Tier 2 capital: regulatory adjustments
51 Tier 2 capital (T2) 5 1,186
59 Total capital (TC=T1 + T2) ) 29,322
60 Total nsk weighted assets s 161,287
Ref. Common equity Tier 1 capital (CET 1): Capital comin de nivel 1 (CET 1): Instruments and
reserves Monto
Equity ratios and buffers
61 Common equity Tier | 17.62%
62 Tier 1 capital (as a percentage of total risk weighted assets) 17.62%
63 Total capital 18.37%
(as a percentage of total nsk weighted assets)
2] Institution specific buffer requi t(asami , it should be made up of CET 1 requirement plus
capital conservation buffer plus countercyclical buffer requirements plus G-SIB buffer requirement
expressed as a percentage of total nsk weighted assets)
20.12%
65 of which: Capital conservation buffer requirement
2.50%
68 Common equity Tier 1 available to meet buffers (as a percentage of total nsk weighted assets)
10.62%

113



Notes to the Consolidated Financial Statements

Nacional Financiera, S.N.C., Institucion de Banca de Desarrollo and Subsidiaries

December 31, 2023 and 2022
(figures in millions of Pesos)

2. Ratio of net capital with balance sheet.

Balance sheet items

reference Balance sheet items (unconsolidated) December 2023
Assets
BGI Cash and cash equivalents 139,602
BG2 Margin accounts 90
BG3 Investments in financial instruments 228,503
BG4 Debtors on repurchase/resell agreements 47,266
BGS5 Securities loan -
BGo6 Derivative financial instruments 12,511
BG7 Valuation adjustments for hedging of financial assets 854
BGS Total loan portfolio (net) 219,768
BG9 Benefits receivable in securitization transactions -
BG10 Other accounts receivable (net) 8,873
Advance payments and other assets (net) 756
BGI1 Foreclosed assets (net) -
BGI12 Property, fumiture and equipment (net) 5
BGI3 Permanent investments (*) 33,159
BG4 Long-lived assets available for sale -
BG15 Deferred income tax assets (net) 2,186
Liabilities
BG17 Deposit funding 341,107
BGI18 Interbank loans and loans from other entities 50,199
BGI19 Creditors on repurchase/resell agreements 193,970
BG20 Securities lending -
BG21 Collateral sold or pledged 47.266
BG22 Derivative financial instruments 13,827
BG23 Valuation adjustments from hedging of financial liabilities (994)
BG24 Obligations on securitization transactions -
BG25 Other accounts payable 11,130
Employee benefits liabilities 2,055
BG26 QOutstanding subordinated obligations for income taxes 1
BG28 Deferred credits and advance collections 22
Stockholders’ equity
BG29 Paid-in capital 54,384
BG30 Eamed capita (19.394)
Memorandum accounts
BG31 Guarantees granted -
BG32 Contingent assets and liabilities 99,519
BG33 Loan commitments 113,711
BG34 Assets in trust or mandate 2,284 978
BG35 Federal Government financial agent 271,781
BG36 Assets in custody or under administration 740,688
BG37 Collateral received by the entity 47.217
BG38 Collateral received and sold or pledged by the entity 47,217
BG39 Investment banking transactions on behalf of third parties (net) =
BG40 Uncollected accrued interest from past-due loan portfolio 114
BG41 Other memorandum accounts 1,116,006

(*) Includes other investments
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Regulatory concepts considered for the calculation of net capital components.

Amount of combination
with notes to table of  Reference(s) to balance
regulatory concepts sheet items and amount

considered for related to the considered
Reference to disclosure calculation of regulatory concept of
Regulatory concepts considered  format of composition components of net net capital arising from
Identifier for calculation of net capital of capital of Section 1 capital the mentioned reference
Asset
Goodwill 8 -
Other intangibles 9 17
Deferred income tax - 735
(Asset) from tax losses and tax
credits 10 729
Reserves recognized as
supplementary capital 50 1,186
[nvestments in subordinated debt 26-B -
Investments in multilateral
agencies 26-D 564
Investments in related entities 26-E -
Investments in venture capital 26-F 3,995
Investments in investment
entities 26-G 101
Investments in pension plan for
defined benefits 26-N 20414
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Regulatory concepts considered

Reference to disclosure
form of composition of

Amount of combination
with notes to table of
regulatory concepts
considered for

calculation of

components of net

Reference(s) to balance
sheet items and amount
related to considered
regulatory concept for
calculation of net capital
arising from mentioned

Identifier for calculation of net capital capital Section 1 capital reference
Stockholders” equity
Contributed capital complying
with Appendix 1-Q 1 54,384
Results from prior years 2 14,322
Other earned capital different
form the foregoing 3 6,364
Translation cumulative effect 3,26-A Not applicable
Result from holding of non-
monetary assets 3,26-A Not applicable
Gain or increase in value of
assets for acquisition of non-
monetary assets securitized
positions (originating
institutions) 26-C Not applicable
Transactions contravening
provisions 26-1 Not applicable
Transactions with relevant
related parties 26-M Not applicable

Adjustments in recognition of
capital

26-0, 41, 56

Not applicable
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3. Main characteristics of securities that are part of net capital (“*A” Series).

Ref. Characteristics Options
1 Issuer Nacional Financiera, Sociedad Nacional de Crédito
2 Identifier ISIN, CUSIP or Bloomberg
3 Legal framework In accordance with Art. 30 of Law of Credit Institutions, Nacional
Financiera, Sociedad Nacional de Crédito, Institucion de Banca de
Desarrollo, is governed by its Organizational Law, holders of equity
contribution certificates “A™ Series, shall have, as appropriate, rights
provided under Art. 35 of Law of Credit Institutions and Art. 121 of
the Institution’s Organizational Law.
Regulatory treatment
4 Capital level with transitory status
3 Capital level without transitory status Basic 1
6 Instrument level Lending institution, unconsolidating subsidiaries
7 Type of instrument “A" Series certificate of capital contribution
8 Amount recognized in regulatory capital 66% in accordance wit (3)
9 Nominal value of the instrument 50 Mexican pesos
9A Instrument currency
10 Accounting classification Equity
11 Issue date
12 Instrument term Perpetuity
13 Maturity date No maturity
14 Early payment clause NO
15 First date for early payment
15A Regulatory or tax events
15B Settlement prices or early payment clause
16 Subsequent dates for early payment
Yield / dividends
17 Type of yield/dividend Variable
18 Interest/dividend Variable
19 Dividend cancellation clause No
20 Discretionary nature of payment Fully discretionary
21 Interest rate increase clause No
22 Yield /dividend Non-cumulative
23 Instrument convertibility Non-cumulative
24 Convertibility conditions
25 Convertibility degree
26 Conversion rate
27 Type of instrument convertibility
28 Type of financial instrument convertibility
29 Instrument issuer
30 Impairment clause (write-down)
31 Impairment conditions
32 Impairment degree
33 Impairment temporary status
34 Impairment temporary status
35 Subordinated position in the event of settlement
36 Default characteristics
37 Description of default characteristics
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4. Capital management.

The methodological framework for risk management must facilitate and support the measurement and
monitoring of quantifiable risks, ensuring robust risk measurements to establish the Institution's risk appetite and
generate value.

To ensure that risk management is a decision-making support tool, models and methodologies are established,
that allow for measuring, monitoring and controlling the different types of risk to which the Institution is exposed.
These risk measures should also contribute to the definition of business strategies and support decision-making
of operation.

A fundamental starting point for establishing limits is the definition of a business model that describes the
exposure to different types of risk that generate the different operating units in the Institution.

» Treasury: it operates as the central unit that manages the resources of the Institution. It is responsible for
establishing transfer prices, controlling liquidity levels and controlling the balance sheet risks. This unit
incurs market, credit and liquidity risks, and in the case of Nacional Financiera, it is also responsible for
the deposit-funding unit.

» Trading desks: their main function is to generate revenues through trading in different financial markets,
(money, foreign exchange, capital and foreign currency bonds).

» Asset units: are those that encompass the promotion activities of the Institution and are derived from credit
activities of Nacional Financiera. These activities are the main generators of credit risk.

Estrategic risk, Reputational and business risk

’ Returns Cashflows manauement hedging

c
0
g Trading Desk | Treaswya“'mssuatch"
c
g 0 Market Risk Transfer Pricing 0 Market Risk
- 0 Liquidity Risk (lnterest rates) = (@]
o 0 Credit Risk 0 Liquidity Risk g o
O . g: E
g > B
=} =
% I 3 -
§ Transfer Pricing i)
| o
Asset Units
| Liabilities Units o0 S
Com/Corp/Gvt

l Market Rates

Market Rates l 0 Credit Risk :
Legal Risk
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Based on the foregoing, the Institution has a solid structure of global and specific limits for exposure to different
types of risk considering the consolidated risk, broken down by business unit, risk factor and cause, as shown in
the following diagram:

[ copraccnen |

g Market Notional VaR Limits Operator
x Limits Limits and Capital Limit

Corporate Portfolio (Issue-Issuer)

£ 2 Particular Credit :
E 3 Limits Exposure Derivative Concentration
= i | , Limits Limits Limits
Prudential limits according to Basel Il '
g Particular
% Limits Liquidity

Indicators

[ Control Measures ' Maximum Loss 3 times VaR

In the above diagram, the capital limits have a strong relevance, for which the following process is followed:

Definition of desired risk profile

Definition of capital to be distributed

Capital ion by portfolio

Distribution to risk taking busi

structure for each of the areas

Preventive m mechanisms

Breakage pro

>finition of the de
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The capital allocation process arises from the regulatory capital, which is regulated based on the capitalization
rules set forth in the Provisions. Based on these concepts, distributable capital is determined, which is the capital
that the Institution has to cope with the risks assumed by its transactions.

Basel 111 establishes that the Institution has three indicators of solvency, where ICAP is the most restrictive given
the fact that the requirement changed from 8.0% to 10.5%. It is precisely this restriction which establishes the
appetite for risk through the limits of capital, that is, it should be guaranteed that taking limits to 100%, and in
the face of stress situations, the capitalization level in no case will be less than 10.5%.

Fuu-;:darpental 7.0%
apital

Basic non-core
capital

Basic Capital 8.5%

Additional Capital

Net Capital 10.5%

This increase of 250 basis points in the ICAP is a strong buffer which replaces the previously held capital
volatility buffer, for the desired risk profile and operational risk.

Capital limit structure

The Institution’s capital management considers a limit structure with two allocation levels:

a) A Strategic Level authorized by the Board of Directors.

b) A Tactical Level that is regulated by the CAIR, through reallocations or excess of limits, as well as the

business areas management. Additionally, Unit Heads involved in the business areas can also propose
reallocations of the limits, with the approval of the Risk Director, who subsequently informs the CAIR.
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¢) In summary, the Institution has the following requirements:

>{ 10.5% |

Requirements
-(B
22| 8.5% a 7.0%

Capital management

Desired risk profile

Total

Share
investmen

Markets

1% and 2°

tier loan

[t is important to mention that, within the strategic structure of these limits, operational risk is not included, since
this does not originate from the discretionary risk assumption, i.e., that it is implicit in the operation of the
Institution itself. Due to the above, there is a buffer for operational risk that does not compute for the capital
limits, but that is considered in the calculation of the capitalization level. Nonetheless, in terms of the operational
risk, the identification, measurement, monitoring, control and mitigation of the risks to which the Institution is

exposed are performed.

Considering the above, at the end of December 2023, the preliminary capitalization ratio was 18.37%. and the
total capital limit recorded a global consumption of 70.4%.
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There are three basic scenarios:
1. Ifcapital limits were utilized at 100%, the capitalization level would remain above the 10.5% required.

2. If, under the current structure, there was an adverse event of default or volatility in the markets
affecting capital, there is sufficient capacity to maintain the [CAP above 10.5%.

The combination of the above events, i.e., capital limits utilized at 100% and an adverse event with
an impact on capital, would also allow the ICAP to be maintained above the minimum level required.

Ll

Finally, for the purpose of having the capacity to obtain resources and continue operating under a stress scenario,
in which the Institution's capital sufficiency is compromised without noncompliance of the minimum levels set
out by the authorities, the Treasury Department will obtain in the markets, the necessary resources in the best
conditions of cost and term, based on the guidelines established by the Institution's Management.

In order to manage liquidity risks, the Treasury Department will regulate the operational execution in accordance
with strategies that will be aligned with the Institution's management objectives and will be responsible for
triggering the contingent procedures for liquidity management, and in some cases, the procedures established in
the "Contingency Financing Plan”. The Treasury Department will inform the Risk Management Office on any
liquidity contingency situation.

22. MEMORANDUM ACCOUNTS

Contingent assets and liabilities

As of December 31,2023 and 2022, this caption amounts to $84,169 and $77,469, respectively, comprised as follows:

2023 2022

Contingent liabilities
Guarantees granted $ 97020 $ 88,649
Guarantees paid to be reimbursed by counter guarantors ) 10.456 11,395
Debtors on claims 225 201
Commitments undertaken 1,435 1.655
Contingency for portfolio without recourse of Fiso 80139 © $ 62 $ 199
Subtotal 109,198 102,099
Contingent assets:
Counter guarantee received for business financing **

7.818 7,343
Recoverable paid guarantees covered by counter guarantors 10,456 11.395
Guarantees paid pending recovery with no counter guarantee 6.755 5.892
Subtotal 25,029 24,630
Total $ 84.169 $ 77.469
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(D

2

3)

4

(&)

(6)

Under caption “Guarantees granted”, the Institution has mainly guarantees granted through trusts Fondo
para Participacion de Riesgos and Fondo para la Participacion de Riesgos en Fianzas, which as of December
31, 2023 and 2022, both present an amount of guarantees granted for $96,655 and $87,913, respectively.
The spread as of December 31, 2023 and 2022, for $365 and $736, respectively, correspond to selective
guarantees granted directly by the Institution. These guarantees represent the amount of the responsibilities
assumed by the Institution to guarantee the recovery of financial intermediaries” loan portfolio.

Under this caption, the Institution recognizes the contingent obligation to reimburse, mainly to the counter
guarantee Trust for Corporate Financing, the amount of the guarantees paid, which had a counter guarantee
and which are in the process of recovery by banking and non-banking financial intermediaries.

Trust Fondo para la Participacion de Riesgos (the Fund) reduces the Institution's contingency through the
counter guarantee received the counter guarantee Trust for Corporate Financing, a promoter of loan granting
for specific purposes, which has allocated resources for these purposes for $7,818 and $7,343, as of
December 31, 2023 and 2022, respectively. These funds ensure the recovery up to these amounts of
guarantees exercised by the financial intermediaries, who assume the commitment of negotiating, judicially
and out-of- court, the recovery of loans from their final borrowers.

In addition to such counter guarantee, the Fund has created a preventive allowance for credit risks for $9,921
and $8,484, as of December 31, 2023 and 2022, respectively, in accordance with the provisions of the
Banking Commission.

With the counter guarantee received, as well as with the level of the preventive allowance for credit risks
created, the Institution considers that the exposure is covered, based on the experience observed in the
guarantee program.

Under this caption, there is recognition of the contingent right of the Institution to recover the amount of the
guarantees paid that had a counter guarantee and were covered by the counter guarantee Trust of Corporate
Financing, and which are in the process of recovery by banking and non-banking financial intermediaries.

Under the caption of paid guarantees pending recovery without counter guarantee, there is a recognition of
the amount of guarantees honored by the Institution that are in the process of recovery by financial
intermediaries and that did not have the coverage of the counter guarantee Trust for Corporate Financing,

The caption “Contingency for portfolio without recourse™ corresponds to guarantees not exercised by the
financial intermediary.

Loan commitments

As of December 31, 2023 and 2022, the Institution has credit facilities and lines of guarantees granted to financial
intermediaries that have not been withdrawn in an amount of $362,509 and $311,244, respectively.

As of December 31, 2023, $113,711 correspond to credit facilities and $248,798 to lines of guarantee granted,
while as of December 31, 2022, credit facilities amount to $126,639 and to lines of credit, $184,605.
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Assets in trust or under mandates, and financial agent of the Federal Government

The Institution's trust activity recorded in memorandum accounts as of December 31, 2023 and 2022, as well as
the transactions in its capacity of financial agent for the Federal Government are integrated as shown below:

2023 2022

Investment trusts $ 20,851 §$ 18,996
Management trusts 2,107,339 1,943,562
Guarantee trusts 50,515 48,098
2,178,705 2,010,656

Mandates 106,273 12318
2,284,978 2,022,974

Financial agent for the Federal Government 271,781 337,863
Total $ ___2556,759 § _ 2,360,837

Investment and administration trusts refer to entities with their own legal capacity, independent from the
Institution.

These balances represent the valuation of trust assets which, overall, represent assets valued using different
accounting practices, and which essentially represent neither rights of the entity, nor the contingency to which
the Institution is subject in the event of nonperformance of its role as trustee.

Guarantee trusts correspond to entities that maintain loans, securities, real estate, etc., as part of its trust assets,
which serve as collateral for the settlement of financing received from other Credit Institutions by the trustors
thereof.

The Institution only performs the fiduciary function in such entities.

The Institution' s revenues from its trustee activities as of December 31, 2023 and 2022, amounted to $440 and
$395, respectively.

As of December 31, 2023 and 2022, the trust accounts include a balance of$680 and $320, respectively, which
correspond to the assets of Fideicomiso de Recuperacién de Cartera (FIDERCA). This trust manages doubtful
accounts that originally belonged to the Institution and that in year 1996 were transferred to the Federal Government.
The Institution currently holds the respective trustee rights.

The Institution created the trust for the strengthening of its capital in compliance with the provision of Article 55 Bis

of the Credit Institutions Law and in accordance with the general rules for Domestic Credit Institutions and
Development Banking Institutions published on October 24, 2002 in the Official Federal Gazette.
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Assets in custody or under administration

As of December 31, 2023 and 2022, this caption includes assets, values of others, trading and credit
transactions, as well as securities issued by the Institution and managed on behalf of customers, as shown
below:
2023 2022
Custody $ 5800 § 5,708
Pledged securities 168,971 182,029
Securities under administration 565,917 457,320
Subsidiaries - 232646 124,937
Total $ 973334 $ 769,994

Fees collected by the Institution for this type of activities as of December 31, 2023 and 2022, amounted to $9 and
$7, respectively.

Other memorandum accounts

As of December 31, 2023 and 2022, balances of other memorandum accounts are made up of as follows:

2023 2022

Guaranteed paid reported by intermediaries as uncollectible

with no counter guarantee @ $ 165 § 356
Classification of loan portfolio by risk degree 326,452 300,380
Loans obtained pending withdrawal 2,028 1,772
Other memorandum accounts ® ] 803,668 - 780,209
Total $§ 1132313 § 1,082,717
(a) These guarantees correspond to the amounts of unrecovered guarantees on which collection procedures have

(b)

been exhausted by the intermediaries and which did not have a counter guarantee.

Other memorandum accounts are included for control of renewed and restructured loans, uncollectible loans,
uncollectible loans applied against the provision, certificates and coupons to be incinerated, VAT recorded
by states, portfolio recovery, control of interests of London branch, issuance of provisional certificates,
foreclosed assets or asset received in payment in kind, control of amounts contracted in repurchase/resell
agreements and investments, commitments, preventive allowance for credit risks from financial
intermediaries, uncollectible guarantees reported by intermediaries, cancellation of external guarantee and
sundry non specified concepts, as well as other memorandum accounts,

23. INFORMATION BY SEGMENTS AND OPERATIONS

Segment information (unaudited)

The factors used to identify the business segments considered the nature of the activities carried out; the existence
of specific administrators for those activities, the generation of revenues and expenses thereof, as well as the
monitoring regularly performed on the results generated that are presented periodically to the Board of Directors
of the Institution.
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The market and treasury segments include investments carried out in the money, capital, exchange and treasury
markets.

The First tier credit segment considers the loan portfolio placed directly with the public and private sector, while
the loan portfolio channeled through banking and non-banking financial intermediaries is considered for the
Second tier credit segment.

Guarantees granted to banks and non-banking financial intermediaries are included in the credit guarantees
segment. The balances of this segment are shown in memorandum accounts and as of December 31, 2023 and
2022, amount to $84,169 and $77,469, respectively.

The balances of the financial agent segment correspond to activities carried out by mandate of the Federal
Government to manage on its behalf resources obtained from international financial bodies, and as of December
31, 2023 and 2022, amounted to $271,781 and $337,863, respectively, which are recorded in memorandum
accounts.

The trustee segment includes administrative services for own and external trusts, which as of December 31, 2023
and 2022, amount to $2,284,978 and $2,022,974, respectively, and are presented in memorandum accounts.

Investment banking, balances of subsidiaries and other net income (expense) are included in the "Other areas”
segment. Commissions for structuring of credits, stock market guarantees, as well as the equity in venture capital
for public and private companies are included in investment banking.

As of December 31, 2023 and 2022, the assets, liabilities and net income of the main operations by business
segments of the Institution are presented below:

Assets Liabilities and equity Net income (expense)
2023
Business segments Amount % __Amount % _Amount Y
Markets and treasury s 437,861 66,0 § 437.861 660 § 2,239 (27.3)
First tier credit 63,467 9.6 63,467 9.6 (2,199) 26.8
Second tier credit 165.619 25.0 165.619 25.0 1,002 (12.2)
L.oan guarantees - - - - 3418 (41.7)
Financial agent - - - - (88) 1.1
Trustee - - - - (76) 0.9
Other areas (3.222) (0.6) (3,222) (0.6) (108) 1.3
Benefits, labor obligation and
contribution to Fiso 8013-9 - s ‘ 4 (12,390) 151.1
Total $ 663,725 100.0 § 663,725 1000 $ (8,202) 100.0
Assets Liabilities and equity Netincome (expense)
2022
Business segments Amount % Amount % Amount %
Market and treasury $ 323,056 599 % 323,056 599 § 2467 (322)
First tier credit 69,446 129 69,446 129 868 (68.4)
Second tier credit 141,918 26.3 141918 263 (2,870) 93.1
Loan guarantees - - - - (57) (0.5)
Financial agent - - - - (57) 03
Trustee - - - - (119) 08
Other 4,591 0.9 4,591 0.9 (246) 32
Benefits, labor obligation - - . ) - - (7.758)  103.7
Total $ 539,011 1000 $ 539,011 1000 $ (7,772) 100.0
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The statement of comprehensive income by segments for years ended December 31, 2023 and 2022, is shown
below:

Benefits
Market Second and
and First tier tier Loan Financial Other retirement
2023 treasury credit credit guarantee agent Trustee areas ¥ expenses Total
Income:
Net financial income S 2625 § 856 S 1,780 § 7.148 § 8 s 195 § 45 S - 5 13,132
Expenses:
Operating expenses ~~____(415) (129) 677) _ (3) _ (167) _ (5%) (45) - @)
Operating profit 2210 727 1,103 6,714 (84) (63) 400 - 11,007
Allowances for loan
losses and write-downs 116 (2,924) (85) (3.173) (2) 4) (507) - (6,579)
Pensioners expenses - - - - - - - (1,001) (1,001)
Other expenses and
taxes (b) (87) 2) (16) (123) 2) 9) (1) (11,004) (11,244)
Transfers to
Fiso 8013-9 - - - - - 2 - (388)  (385)
Net result S 2239 S (2199)S 1002 § 3418 § (88)S  (76)S_ (108)S  (12390) S (8202)
Benefits
Markets Second and
and First tier tier Loan Financial Other retirement
2022 treasury credit credit guarantee agent Trustee areas ™ exp Total

Income:
Net financial

income (c) s 2445 § 1,192 § 1,570 § 5234 § 119 § 168 § (208) S - 8 10,520
Expenses: (388) (110) (590) (416) (147) (238) (38) - (1,927)
Operating profit 2,057 1,082 980 4,818 (28) (70) (246) - 8,593
Allowances for loan

losses and write-downs (297) (223« (3.911) (4,926) (48) (80) (6) - (9.491)
Pensioner expenses - - - - - - - (933) (933)
Other expenses and

taxes (d) 707 9 61 51 19 31 6 (6,824) (5.940)
Net result N 2467 § 868 S (2,870) $ (57) § (57) § (119) $ (246) 8 (7.757) 8 (7.771)

(a) Includes the following areas: investment banking, subsidiaries and other net income (expenses).
(b) Includes taxes for $240.
(¢) Includes allowances for Altan Redes for $850.

(d) Includes reclassification of Operadora de Fondos Nafinsa, S.A. de C.V., from subsidiaries to markets,
modifying the structure of income presented in the first three quarters of 2022,

(e) Includes taxes for $884.
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Consolidated statement of comprehensive income

The net result generated by the Institution for the periods from January 1 to December 31, 2023 and 2022,
amounted to $(8,384) and $(7,890), respectively.

These results are the product of the generation of net income of the main business lines of the Institution for
$43,632 and $30,194, at the closing of 2023 and 2022, respectively, mainly from loan portfolio and
repurchase/resell transactions, increase in income for interests from one year to the next corresponding to an
increase in the volume of the foregoing transactions.

Interest expense amounted to $37,382 and $25,089 at the closing of 2023 and 2022, respectively, mainly
originating from interests and returns payable in repurchase/resell transactions as well as interests for time
deposits.

The preventive allowance for credit risks, at the closing of 2023 and 2022 amounted to $4,435 and $7,512,
respectively. The variation is mainly generated by a decrease in the additional allowance of Fideicomiso 11480
due to two combined effects: 1) a further release of the allowance during 2023, and 2) a lesser setting up in same
year. As regards the first effect, in 2023, an increase is observed of approximately 30% in the amount of guarantees
claimed by financial intermediaries leveraged with the additional allowance and, for the same reason, upon
settlement they are released thereof. In follow-up of the second effect, during 2022 set ups were made to the
additional allowance to cover the shortfall of prior years and for leveraging new programs, conditions unobserved
during 2023. (See Note 9d).

As of the closing of years 2023 and 2022, fees and rates collected and paid for an amount of $4,698 and $4,343,
respectively, were recognized, highlighting for their importance fees collected for the operation of guarantees
granted.

Caption Other income (expenses) of the 2023 operation amounts to $(10,772), while in 2022 the total was
$(7,351). The main concept comprising this caption in 2023 and 2022 correspond to the utilization of the sovereign
guarantee of the Federal Government for which the Institution paid to the Ministry of Finance and Public Credit
the amounts of $11,004 and $6,824, respectively.

Other comprehensive income for year 2023 amount to $824, comprised by valuation of financial instrument to

collect and sell for ($112), valuation of cash flows hedged instruments of $288, remeasurement of defined benefits
for $636 and the valuation effect of associated companies for $12.
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Financial margin

For years ended December 31, 2023 and 2022, the financial margin of the consolidated statement of

comprehensive income is analyzed as follows:

2023 Total Local currency Foreign currency
Interest income:
Cash interests and cash equivalents:
Banks $ 1,214 § 745 § 469
Restricted or pledged 2.958 2,220 738
S 4,172 § 2965 $ 1,207
Interest from loan portfolio with credit risk Stage 1:
Commercial loans 4,290 1,573 2,717
Loans to Credit Institutions 3 15,677 § 15468 § 209
Loans to government entities 1,601 1,492 109
Consumer loans 1 1 -
Housing loans 4 4 -
$ 21,573 § 18,538 $ 3,035
Interest from loan portfolio with credit risk Stage 3:
Commercial loans 12 - 12
Loans to Credit Institutions 33 33 -
Loans to government entities $ -5 -8 -
Consumer loans - - -
Housing loans 1 1 -
46 34 12
Interest and returns receivable in repurchase/resell transactions: 24,986 24,986 2
$ 24986 § 24986 § -
Fees receivable from loan transactions (adjustment to return):
Commercial loans 633 633 -
Interest and returns from margin accounts 25 25 -
Interest and returns receivable from collateral transactions OTC $ -3$ -3 -
Interest and returns from financial instruments 3,584 3,194 390
Income from hedging operations $ (11,450)$ (9.144) % (2,306)
Premium on debt placement 12 12 -
Dividends from financial instruments qualifying as equity
financial instruments 51 51 -
Giain on valuation B - -
(7,145) (5,229) (1.916)
Total income from interests 43,632 41,294 2,338
Interest expense:
Interest from time deposits $ 15.987 § 15,328 § 659
Interest expense from interbank loans and other entities 3,138 2,173 965
Interest and returns payable from repurchase/resell transactions 21,375 21,261 114
Expense from hedging transactions (11.801) (8.602) (3,199)
Interest, from transaction costs and discounts payable for issue
of financial instruments qualifying as liabilities 8,507 7,071 1,436
Loss on valuation 176 39 137
Total interest expense 37,382 37.270 112
Financial margin s 6,250 § 4024 § 2,226
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2022 Total Local currency Foreign currency
Interest income:
Cash interest and cash equivalents:
Banks $ 148 § -5 148
Restricted or pledged 1423 1317 106
$ 1,571 $ 1317 § 254
Interest from loan portfolio with credit risk Stage 1:
Commercial loans $ 2,893 § 859 § 2,034
Loans to financial entities 9,899 9,727 172
Loans to government entities 1,124 1,057 67
Consumer loans 1 1 -
Housing loans 3 3 -
$ 13920 $ 11,647 § 2,273
Interest on loan portfolio with credit risk Stage 3:
Commercial loans $ -5 -8 -
Loans to financial entities 106 103 3
Loans to government entities - - -
Consumer loans - - -
Housing loans - - -
$ 106 $ 103 % 3
Interest and returns receivable on repurchase/resell
transactions:
In repurchase/resell transactions $ 18.863 $ 18.863 $ -
Commissions from loan transactions (return adjustment);
Commercial loans $ 129 § 129 § -
Interest and returns from margin accounts 9 9 -
Interest and returns from collateral in OTC transactions 1,429 1,429 -
Interest and returns from financial instruments 1,897 1,469 428
Income from hedging transactions (7,784) (6.453) (1,331)
Premium on debt placement 12 12 -
Dividends from financial instruments qualifying equity
financial instruments 42 42 -
Gain on valuation = g %
(4,266) (3.363) (903)
Total interest income S 30,194 S 28,567 S 1,627
Interest expense:
Interest of time deposits 9,565 9,430 135
Interest payable on interbank loans and other entities 1,845 1,419 426
Interest and returns payable on repurchase/resell
transactions 5,812 5,195 617
Expenses from hedging transactions 16,190 16,153 37
Interest, transactions costs and discounts payable on issue
of financial instruments qualifying as liabilities (8.451) (5,709) (2,742)
Loss on valuation 128 7 121
Total interest income $ 25,089 § 26495 § (1,406)
Financial margin $ 5,105 $ 2,072 § 3.033
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Commissions and fees collected and paid

For years ended December 31, 2023 and 2022, commissions and fees collected and paid, are analyzed as follows:

Foreign
2023 Total Local currency currency
Commissions and fees collected:
Loan transactions $ 49 3 49 S -
Trust activities 10 10 -
Assets under custody or administration 440 440 -
Other 4.386 4,372 14
4,885 4.871 14
Commissions and fees paid:
Loans obtained 22 - 22
Debt placement 1 1 -
Other (services) 165 162 3
S 188 $ 163 §$ 25
Foreign
2022 Total Local currency currency
Commissions and fees collected:
Loan transactions $ 47 S 447 S -
Trust activities 395 395 -
Assets in custody or administration 7 7 s
Other 3.698 3.677 21
4.547 4,526 21
Commissions and fees paid:
Loans received 23 - 23
Debt placement 2 2 E
Other (services) 179 175 -+
$ 204 S 177 § 27
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Financial intermediation result

For years ended December 31, 2023 and 2022, Financial intermediation result is comprised as follows:

2023 Total Local currency Foreign currency

Financial intermediation result:
Result from valuation of financial instruments at fair value:

Negotiable financial instruments $ (1L,103) $ (1,103) $ -
Derivative financial instruments for trading purposes 42 42 -
Derivative financial instruments for hedging purposes 31 1,490 (1.459)
Allowance for expected losses on financial instruments 120 120 -
(910) 549 (1.439)
Gain (loss) on purchase/sale of derivative financial
instruments
Negotiable financial instruments 63 63 -
Financial instruments for collecting and selling (39) 1 (40)
Financial instruments for collecting principal and interest
(securities) 9 9 -
Derivative financial instruments for trading purposes 107 107 -
140 180 (40)
Gain (loss) from purchase/sale of foreign currencies 236 - 236
Intermediation result $ (534) § 729 % (1.263)
2022 Total Local currency Foreign currency
Result from valuation of financial instruments at fair value:
Negotiable financial instruments $ (759) $ (759) § -
Derivative financial instruments for trading purposes 27 20 7
Derivative financial instruments for hedging purposes - (1376) 1,376
Allowance for expected loan losses on investments in
financial instruments (187) (187) -
(919) (2302 1.383
Result from purchase/sale of financial instruments and
derivative financial instruments:
Negotiable financial instruments 250 250 -
Financial instruments for collecting and selling (14) = (14)
Financial instruments for collecting principal and interests
(securities) 47 47 -
Derivative financial instruments for trading purposes 246 246 -
435 449 (14)
Result from purchases of foreign currency 59 - 59
Intermediation result $ (425) % (1.853) $ 1.428
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Other operating income (expenses)

For years ended December 31, 2023 and 2022, caption other operating income (expenses) are analyzed as

follows:
Local Foreign
2023 Total currency currency
Other operating income (expenses):
Other recoveries $ 9% $ 9 $ -
Impact on allowance for expected credit losses (1.761) (1,761) -
Result on sale of foreclosed assets 1 1 -
Allowance on impairment of foreclosed assets (144) (144) -
Income from personal loans 35 35 .
Lease income 33 33 -
Other items of operating income 2,628 2,627 1
Other items of operating expenses (a) (11,660) (11,660) -
$ (10,772) $ (10,773) $ 1
Local Foreign
2022 Total currency currency
Other operating income (expenses):
Other recoveries ) 75§ 75§ -
Impact on the allowance of expected credit losses (1249) (1,249) -
Result on sale of foreclosed assets 30 30 -
Allowance for impairment of foreclosed assets (501) (501) -
Income from personal loans 34 34 -
Lease income 28 28 -
Other items of operating income (expenses) (b) (5,768) (5,769) 1
$ (7351) $ (7352) § 1

a)  On December 15, 2023, the Institution settled the amount of $11,004, in accordance with official letter number
368.-C.-032/2023 dated December 11, 2023, issued by the Under Ministry of Public Finance and Public Credit,
whereby the Federal Government orders the Institution to make such payment under the legal nature of
government charges for the granting of the sovereign guarantee of the Federal Government.

b) On September 26 and November 28, 2022, the Institution paid taxes for $1,140 y $5.,684, respectively,
according to the official communications number 368.-119/2022 dated September 23, 2022 and number 368.-
168/2022 dated November 25, 2022 issued by the Sub ministry of Finance and Public Credit, whereby the
Federal Government orders the Institution to make such payments based on the legal nature of government

charges for the granting of the sovereign guarantee of the Federal Government.
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Administration and promotional expenses

For years ended December 31, 2023 and 2022, caption administration and promotional expenses, is comprised
as follows:

Local Foreign

2023 Total currency currency
Administrative and promotional expenses ) 3.848 $ 3,848 § -
Unidentified deposits - - -
S 3,848 §$ 3,848 $ -

Local Foreign

2022 Total currency currency
Administrative and promotional expenses $ 2934 3 2934 § -
Unidentified deposits 3 3 -
$ 2937 § 2,937 § -

Financial ratios (unaudited)

The main quarterly financial ratios of the Institution for years ended December 31, 2023 and 2022, are as follows:

2023 First Second Third Fourth
Delinquency rate 2.82 238 2.00 1.79
Past-due loan portfolio coverage ratio 27827 35161 430.85 469.51
Operating efficiency (administrative and promotional total average) 0.76 0.77 0.78 0.60
ROE (annualized quarterly net income/average stockholders” equity) 13.98 2.17 6.21 (10942)
ROA (annualized quarterly net income/average total assets) 0.95 0.15 0.42 (7.17)
Net capital/assets subject to credit risk 24.87 27.25 27.20 26.21
Net capital/assets subject to credit, market and operational risk 16.57 17.84 19.49 18.37
Liquidity (liquid assets/liquid liabilities) 204.86 209.33 188.39 356.44
Financial margin for the year adjusted for credit risks/average productive

assets 6.37 1.75 1.42 4.03
2022 First, ~ Second  Third Fourth
Delinquency rate 2.81 4.16 374 2.78
Past-due loan portfolio coverage ratio 264.28 212.56 249.07 260.36
Operating efficiency (administrative and promotional total average) 0.39 0.65 044 0.75
ROE (annualized quarterly net income/average stockholders” equity) 5.80 (237) (1094) (236.67)
ROA (annualized quarterly net income/average total assets) 0.49 (020) (0.83) (5.74)
Net capital/assets subject to credit risk 30.75 30.07 2531 23.13
Net capital/assets subject to credit, market and operational risk 2121 20.90 18.05 16.58
Liquidity (liquid assets/liquid liabilities) 290.65 196.39 28348 406.44
Financial margin for the year adjusted for loan credit risk/average

productive assets 1.00 (722) (2091) (5.15)
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24. COMMITMENTS AND CONTINGENCIES
Lease

Leases provide periodic rental adjustments, based on changes in various economic factors. The Institution has
commitments for non-cancellable leases. Total rental expense for years ended December 31, 2023 and 2022,
amounted to $4 and $4, respectively.

Lawsuits and litigation

In the normal course of operations, the Institution has been subject to some lawsuits and claims, which are not
expected to have a material adverse effect on the financial position and results of its future operations. In such
cases that represent a probable loss or where a cash outflow is estimated, the necessary provisions have been set
aside. It is worth mentioning that to date there are no litigations on tax matters.

As of December 31, 2023 and 2022, amounts claimed in lawsuits for recovery of loan portfolio amounts to
$5,093 and $6,968, respectively, whereas lawsuits and claims brought against the Institution related to banking
and/or trust transactions, for the same periods, amount to $457 and $472, respectively. Likewise, as of December
31,2023 and 2022, there are labor lawsuits for $ 123 and $145, respectively.

According to the current procedural status of such lawsuits, Management considers that final resolution of the
claims and lawsuits previously described will not have a significant effect on the financial position of the
Institution.

25. RISK MANAGEMENT (unaudited information)

Local and international regulations on risk management have seen an unprecedented evolution in recent years,
incorporating a preventive approach in the financial processes carried out by Credit Institutions , as well as the
obligation to issue internal guidelines to establish controls in order to foresee any economic loss due to the
materialization of risks, whether discretionary, non-discretionary or even nonquantifiable.

To keep up with the implementation of the requirements from the various provisions of a prudential nature in
matters of risk management, credit and internal control, applicable to Credit Institutions, as well as with what is
indicated by regulatory bodies in Mexico for the prevention of money laundering, the Institution has sought to
implement international standards from a systematic and comprehensive perspective within its controls and
processes (unaudited numbers).

Discretionary quantifiable risks
1. Market risk

The Institution uses the VaR methodology to calculate the market risk of its trading and financial instruments
for collecting and selling portfolios. In general, the methodology being applied is the historical simulation.

The VaR analysis has the purpose of estimating potential losses arising from changes to the risk factors that

influence on the valuation or the expected results of active transactions, such as interest rates, exchange rates,
price indexes.
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From the aforementioned methodology, the following general principles, stand out:

e  The confidence interval that is being applied in the VaR calculation is 97.5% (considering the extreme
left of the profit and loss distribution).

e  The base time horizon considered is 1 day.
e A year of historical information on the risk factors is considered.

The following risk factors are considered: domestic and foreign interest rates, spreads, exchange rates, share
prices and indexes.

In addition to the VaR information, sensitivity measures are calculated, and stress tests are carried out.

Back testing tests are carried out on a monthly basis to statistically validate that the market risk measurement
model provides reliable results within the parameters chosen by the Institution.

Currently, the following limits are monitored on a daily basis:
e Value at risk: based on the capital allocated to market risks.

o  Regulatory capital: based on the rules for the capitalization requirements of the full-service banking, the
domestic Credit Institutions, and the development banking institutions.

e  Notional values: in reference to the maximum nominal values that can be held in position.

. Maximum loss measure: a limit of maximum losses is established in the face of unfavorable market
trends.

e  The amount of the average VaR for the period between January to December 2023 is of 58.48,
representing 0.20% of net capital at the end of December 2023.

VaR amount $58.48 million pesos

Trading Treasury
VaR $21.80 million pesos Var $36.68 million pesos

2. Assets and liability management
Asset and liability management refers to the handling of risks that affect the Institution’s balance sheet. It
involves the management techniques and tools necessary to identify, measure, monitor, control and manage

financial risks (liquidity and interest-rate) to which such balance sheet is exposed and is intended to maximize
its market-risk-adjusted performance, and thus to optimize use of the Institution’s capital.
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3. Liquidity ratio
The liquidity risk that affects a banking institution is classified, in general, into three categories:

e Market liquidity risk: It is the possibility of economic loss due to the difficulty in disposing or covering
assets without a significant reduction in its price. This kind of risk, as a result of drastic interest rate
movements, is incurred when large positions are taken in any instruments or when investments are made in
markets or instruments for which there is not a wide supply and demand in the market.

e  Funding liquidity risk: It represents the difficulty of an institution to obtain the necessary results to settle
its liabilities, through revenue from its assets or through acquisition of new liabilities. This kind of crisis is
usually caused by a sudden and drastic deterioration in the quality of assets that originates an extreme
difficulty to turn them into liquid resources.

e Liquidity risk by mismatch in cash flows: the inability to meet the present and future needs of cash flows
affecting daily operations or financial conditions of the institution, as well as the potential loss from the
change in the structure of the balance sheet of the Institution because of the time difference between assets
and liabilities.

The Institution, in compliance with the Provisions for Comprehensive Risk Management, developed a
Contingency Financing Plan and stress liquidity scenarios, which set forth various measures to monitor, quantify
and follow up the risks listed above, as well as an action plan at the institutional level, in case of potential liquidity
problems.

4. Maturity profile in local and foreign currency
In order to manage liquidity risk, currently, Nafin uses the maturity gap model, which measures the gap between
assets value and liabilities value with common maturity for a given time period. Such model considers the
following methodology:
e Transactions at fixed and floating rate: The number of days between the analysis date and the maturity
date is considered. If there are partial repayments of principal, each one of them will be located in the

corresponding band, according to its payment date.

e Interest will be located in the band corresponding to the term in which it is expected to be collected or
paid, and only the next known coupon will be considered.

e  Once the classification of items in the statement of financial position and the establishment of bands
(time periods) have been carried out, cash flows are generated by band.

Such model is run both for the Institution's assets and liabilities denominated in local currency, as well as for
those in foreign currencies.

5. Estimated gain or loss from advanced sale

To comply with the Provisions of Article 81 of Section I, subparagraph (b) of the Provisions, below, is the
estimate of the gain or loss from advance sales of assets under normal and extreme scenarios.
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At the end of December 2023, considering the crisis scenarios in the portfolio of corporate trading and investment
to maturity, should there be a situation similar to that on November 9, 2016, it would lead to a loss of $317.59,
equivalent to 2.07% of the position value.

Portfolio local
currency

Crisis scenarios (millions of pesos)

Nov-09-16

Sep-19-02 Oct-16-—-08

Corporate 637772 (36.65) 2798 (50.67) (46.72) (.11 (15.19) (5 88) (36.65) (26.96)
:::f:ﬁ':"“ L 899718  (280.94) (7109)  (90.07) 123 (40.96) (112.95) (7773)  (280.94) (171.56)

At the end of December 2023, considering the abovementioned crisis scenarios in the London portfolio of
investment to maturity, the greatest loss would be observed in the event of a situation similar to that in
November 2016, generating a loss of $171.8, equivalent to 2.55% of the position value.

Financial

instruments to (5,945.09) (130.99) (17.79) (70.08) (82.33) (31.38) (27.62) (25.17) (130.99) (91.13)
collect or sell
Financial
instruments to
collect principal
and interest

(337 49) (22.77) (B.38) (3.02) (0.1) (77.08) (8.1) (9.84) (22.77) (2.38)

6. Credit risk

Credit risk is defined as the possibility that a counterparty or borrower fails to comply in time and form with its
credit obligations; it also refers to the impairment of an investment determined by the change in the credit quality
of some counterparty or borrower, without necessarily resulting in nonpayment.

7. Expected loss

The expected loss of the loan portfolio is obtained using the portfolio rating methodology set down in Chapter
V of the Provisions, regarding the rating of the loan portfolio.

Based on the allowance obtained under this methodology, the following assumptions are also established:

¢ The portfolio of former employees is excluded, for the purpose of directly measure the effect of expected
losses of the portfolio with risk from the private sector.

e The contingent portfolio is not considered since the credit risk of this program is managed separately.

e No additional reserves are included.

e The financial agent portfolio is not considered as this is a non-risk portfolio.

e  The past-due portfolio is considered, since according to the portfolio rating methodology based on the

expected loss, the occurrence of an event of default does not imply that the expected loss is reserved at
100%.
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Under the aforementioned assumptions, at the closing of December 2023, total portfolio amounts to $229,035,
whereas the expected loss from the loan portfolio amounts to $5,392, equivalent to 2.35% of total portfolio.

Expected Loss Estimate
Millions of pesos

Portfolio Portfolio balance Expected Loss % E:gse:ted
Excluded -
A 219,699 940 0.43%
B 4272 80 1.87%
c - - 0.00%
D 997 451 284,848 29.14%
E 4,087 4,087 100.00%
Rated 229,035 5,392 2.35%
Total 229,035 5,392 2.35%

8. Unexpected losses

Unexpected loss represents the impact that capital of the Institution could have derived from unusual losses in
the loan portfolio; the level of coverage of this loss whether for the capital and reserves of an institution is an
indicator of solvency adjusted for risk thereof.

Since December 2005, the Institution estimates the unexpected loss of the loan portfolio transactions, using
Monte Carlo simulation and analytical methodologies. As of that date, the stability of these measures and their
behavior in the face of various changes in the environment have been observed to determine which of them
should be used as a measure of the risk of the Institution's loan portfolio.

In November 2007, the CAIR concluded that, among methodologies proposed to estimate the unexpected loss
of the loan portfolio, the methodology with an economic approach is the one that best aligns with the basic
method based on the internal Basel I ratings, according to the following:

e The similarity of existing concepts between the proposed economic methodology and the estimated
capital credit risk requirement based on the Basel Il basic approach. This approach allows institutions to
estimate with internal methods the capital requirement necessary to support their risk.

e The high levels of correlation and similarity in the average capital requirement observed during a year of
internal implementation of the proposed loan portfolio unexpected loss methodologies.

It was also considered that the unexpected loss of the loan portfolio should continue to be estimated monthly
through the valuation and Monte Carlo methodologies in order to have additional information in the event of
future changes in the banking standard in which the portfolio market valuation is requested. These methodologies
are applied in a horizon of one year and with a confidence level of 95%.

At the closing of December 2023, the estimate of unexpected loss under the economic approach amounts to
§19,372, and the credit VaR amounts to $21,018, representing 9.2% of the risk portfolio.
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9. Counterparty risk and diversification

At the Institution, a comprehensive control of counterparty risks is exercised, applying the established loan
exposure limits. These limits consider the transactions throughout the entire balance sheet, that is, both financial
markets and loan portfolio. The methodology applied is consistent with the General Rules for Diversification of
Risks in Performing Active and Passive Transactions Applicable to Credit Institutions.

At the closing of December 2023, no economic group concentrates credit risk above the maximum financing

limits. As of the same date, the following number of financing operations that exceeds 10% of basic capital
individually is as follows:

Nbr. of Total Percentage of

Financings Amount Capital

32 226,979  820.3%

The amount of financing that is maintained with the three main debtors based on Article 60 of the CUB amounts
to $12,358.

10. Operational risk and non-quantifiable risks

The risks to which a financial institution is exposed are classified into two broad categories: quantifiable and
non-quantifiable. Non-quantifiable risks are in turn divided into three types.

\ = Credit Risk >
\ m.:: Market Risk »
i \ Uiquidity Risk >
S Legal Risk >
Rieks Risk  echnological Risk >
\\

\ Strategic Risk

\ Business

1) e
J e

The non-discretionary risks are those resulting from the operation of the business, but not the result of taking a
risk position. These risks are defined below:

e  Operational risk: potential losses arising from failures or deficiencies of internal controls, due to errors in
the processing and storage of transactions.

e Technological risk: potential losses arising from damages, interruption, alteration or failures resulting
from the use or reliance on hardware, software, systems, applications, networks and any other information
distribution channel in the provision of banking services with customers of the Institution that result in
errors in the processing and storage of transactions or in the transmission of information.
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e Legal risk: potential losses arising from non-compliance with applicable legal and administrative
provision, the issuance of unfavorable administrative and judicial resolutions and the application of
sanctions, in relation to the transactions carried out by the institutions.

Non-quantifiable risks are unforeseen events for which no statistical basis can be formed to measure potential
losses, among which are the following:

e Strategic risk: potential losses due to failures or deficiencies in the decision-making process, in the
implementation of procedures and actions to carry out the business model and strategies of the Institution,
as well as the lack of knowledge about the risks to which it is exposed by the development of its business
activity and that affect expected results to achieve the objectives agreed upon by the Institution in its
strategic plan.

e Business risk: potential losses attributable to the inherent characteristics of the business and changes in
the economic cycle or environment in which the Institution operates.

e Reputational risk: potential losses in the carrying out the activity of the Institution caused by the
impairment in perception that the different parties have, both internal and external, on its solvency and
feasibility.

The purpose of operational risk and non-quantifiable risks management is to formally establish the rules and
policies necessary to systematically and efficiently perform the identification, measurement, monitoring,
limitation, control, information and disclosure of non-discretionary and non-quantifiable risks. Another purpose
is to ensure the timely identification of the capital and resources requirements arising from such risks.

The qualitative analysis for the identification of risk concentrations stems from processes management under
ISO Standard 9001-2015.

In relation to the scope and nature of information systems and measurement of operational risks and their reports,
the Institution uses the application system called Operational Risk Tool, to which the information of results
obtained from operational risk monitoring is incorporated, and internal and regulatory reporting are managed
(classifications and quantification).

Reports related to the operational risk management (including technological and legal) are made in the CAIR
through the Risk Management and Monitoring Report that has at least a quarterly periodicity.

Methodologies, limits and tolerance levels
Method to determine the capital requirement for operational risk
The Institution, for the purpose obtaining the Capital Requirement for Operational Risk applies the Business

Indicator Method provided by the Banking Commission under the General Provisions Applicable to Credit
Institutions, performs the calculation taking into account the following formula:

RCRO = MFI " CIN

= e e
Intarest, Lease and Dividends Component Service Component
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Non-discretionary risks: Operational Risk

One of the methodologies used for operational risk management (qualitative) consists of the Institutional
Methodology of Operational Risk, based on a self-assessment or scorecard that considers six risk factors:
regulatory framework, transaction, person, technological, relationship (between customers and suppliers) and
information security.

Additionally, potential risks of each process are identified, classified and rated based on the methodology defined
by the Banking Commission and the result is forwarded in a regulatory annual report called “Estimating
Operational Risk Levels”. For residual risks located in quadrant nine actions and/or controls for their
management are defined with those responsible for the process to which they belong. And tolerance levels are
set down for operational risks identified in the processes.

Through the application of methodologies, the business areas and those responsible for the processes identify
and assess operational risks associated with their processes, obtaining the following ratings:

Inherent risk rating. Corresponds to the risk involved in the process before applying controls.
e Residual risk rating. Corresponds to the remaining risk once controls are applied over the process.

e Nature risk index. This is a rating inherent for own activities and before applying controls over the
process.

e Operating efficiency risk index. This is the rating once controls are applied over the process.

The quantitative analysis is performed for economic loss events due to operational risk occurring within the
Institution, whose information is furnished by the owners of the processes involved. These events are classified
in accordance with the methodology defined by the Banking Commission.

Non-discretionary risks: Technological Risk

The technological risk methodology for identifying, quantifying, and managing this risk is carried out through
computer processes and it is based on five indicators:

% Security level for access to Nafin network.

% Detection and blocking of viruses to Nafin network.

% Level of availability for critical application services.

% Level of availability for non-critical application services.

% Recovery of critical services under disaster contingency drill (drill DRP action plan).

It is monitored monthly and carried out by comparing results obtained for each indicator and compliance for the
set goal. Based on results obtained, and in the event of noncompliance with the set goal, areas of opportunity are
identified to enable the Institution to take measures according to the findings.
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Legal risk

There is an internal methodology for estimating the recording of potential losses in terms of legal risk, based on
success or failure expectations and on the procedural stage in which lawsuit is found in five bands:

= Without sufficient elements
= High

= Moderate

=  (Considerable

=  Low

The application of the methodology is carried out by the Litigation and Credit Legal Department; the staff
identifies, quantifies and manages the legal risk. As a control of risk monitoring, the CAIR is informed at least
quarterly.

As amonitoring control of risks and the result of potential losses, the CAIR is informed at least quarterly by type
of lawsuit:

=  Labor nature

* Litigation portfolio

*  Trust

»  Commercial

=  Treasury and stock exchange transactions

Risks on the assets of the Institution:

Are those resulting from claims or unforeseen external events that cannot be associated with a probability of
occurrence and economic losses may be transferred to external risk-taking entities.

Type of Risk Definition Example

Risk of loss for catastrophic natural events that may interrupt the operation Elfe;, Yoleanle wruption;

“laim s earthquake, hurricane,
Cla or affect the property assets of the Institution. 4
among other.
. . . - _— Vandalism protesters” sit-
External Risk of loss caused by external entities to the Institution. coll s

ins, etc.

For this type of risk, follow-up is carried out considering the following criteria:

I'ype of Asset Definition Example

Property Assets Payment of premiums

Institutional Program for Property Assets
Insurance Deductible in the event of
materialization

Foreclosed Assets

Unquantifiable risks

The methodologies implemented are in accordance with are in accordance with the Provisions. A brief
description is provided below:

= Strategic risk: At the Institution, the Risk Management Office manages the Institution’s strategic risk
through the Desired Risk Profile by measuring, monitoring and controlling the different types of risk to
which it is exposed securing robust risk measures which allow to delimit the risk appetite of the
Institution, aligned with the Institutional Strategic Plan.
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=  Business risk: In order to manage this risk, certain indicators are monitored to help identify the possible
materialization of the risks that could affect the Institution.

o Asaresult of movements in the financial sector
o Economic cycle

= Reputational risk: To manage this risk, the General Office of Institutional Communication, the General
Office of Marketing and Business Positioning, the General Office of Risk Management and the General
Office of Information Security defined an Institutional Communication Plan (the Plan). This Plan
considers addressing the minimum requirements issued by the Banking Commission in the Provisions in
matters of reputational risk. The General Office of Institutional Communication follows on the events
that could affect the internal perception of the Institution, whereas the General Office of Marketing and
Institutional Business Positioning follows up on the events that could affect the existing external
perception of the Institution. As a control of this risk, the CAIR is informed at least quarterly of the notes.

Assessments of Operational Risk

As of the closing of year 2023, the operational risk ratings at the Institution based on the Standard Operational
Risk Methodology of the Banking Commission (R28), are the following:

Inherent Residual

Type of Operational Risk Risk Risk
. Exccution, delivery and processes management/Reception, 5 1 e 15.8%
execution and manicnance of operations = by 2
. Exccution, delivery and processes management/Losses M i 198 185%
from non-compliance with regulations . ’
Execution. delvery and process mamagement/Follow-up | 1 100 9.5%

and presentation of repons
‘ Business and systems [ it 4 1 8 83%

Execution, delivery and process management/Process

. deficiencies in customer acceptance, documentation and 5 1 53 5.0% 7 3
contrcting
Labor mlabons and workplace safety/Deficeency n " \ % 1.4%
management of labor relations . x - $
. Busingss incidences and svstems filures/Tmermuption, 1 | 12 0%
v incidences
Execution, delivery and process mamgementEmors in 2 10% - e -
f customer accounts 4 ! ! z Pabm—y
management of custome: or e obasdy o soutenLe]

. Execution, delivery and process management/Failures of & | 16 1.5%
counterpartics different from customers. . =

[nermal fraud Theft and interal fraud 4 1 I 1.5%

. External fraud/Sy stems sccunity 8 4 16 1.5%
. External evemsEvents and natural 4 4 12 1.1%
. External cventsEvents or claims caused 7 4 11 1.0%
Intemal fraud Unauthomzed activity 5 4 1 0.9%

@  eerumuasauandden 5 1 2 0.2%
. Other 5 I 2] 6.3%
1,054 THL0%

The diameter of the spheres of the map as well as the % of the table, is determined by the recurrence of this tvpe of eperational risk among the different processes

In accordance with the Banking Commission’s methodology, no residual operational risk was registered in the
red zone, that is, quadrant nine (high frequency and impact), thus, the risks are within the levels of tolerance
established.
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Operational Risk Economic Loss Events

During year 2023, economic losses were reported with a total economic impact of $312.19 million pesos*.

Type of i Amount of

Fype of Risk economic ; economic Notes
F Incidents
loss loss

Expected 11 5.32 MP Economic losses the applied to the allowance for Operational Risk

Economic loss for omission in ISR withholding of 4.9% for interests

generated by Cayman Islands branch since 1997, given the faculties of

the tax authorities to impose sanctions which expire in a term of five

Operational years (Art.67 of the Tax Federal Code) regularized payment of ISR in

Risk * from January 2018 to February 2023 (62 months), generating
Unexpected 1 306.87 MP unexpected losses for surcharges and updating.

Given the economic impact of the Operating Incident in the Tax
Regulation and Operational Process exceeded the amount available in
the Allowance for Operational Risk, accounting posting were made with
an Unexpected Operational Risk Loss, affecting the equity of the
Institution.

12 312.19 MP

*Preliminary information with figures in millions of pesos, some amounts in $0.00 may represent figures divided into one million become very small, reason
for which they are not visible in the table.

During 2023, twelve events were registered with a cumulative impact for $312.19. The latter represents a
decrease in the number of events and an increase in the accumulated amount of economic losses from operational
risk in the Institution compared to year 2022. It should be mentioned that the main reason of the increase
corresponds to an economic loss for an omission in the ISR withholding of 4.9% for interests generated by the
Cayman Islands branch since 1997 with an economic impact of $306.87, representing 98% of the accumulated
losses during year 2023,

Indicators of Technological Risk

During year 2023, all technological risk indicators complied with the goal set.

Periodicity Description of Indicator T.R. Goal

% Security level for access to Nafin network 100 %
Monthi % Detection and blocking of viruses to Nafin network 100 %
iose % Level of availability for critical application services 95 %
% Level of availability for non-critical application services 95 %
o ;ag)ccm ery of critical services under disaster contingency drill (drill DRP action 85 9%

Source: Office of Information Technology
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Result of Legal Risk

At the closing of December 2023, the status of the recording of potential legal risk losses in the Institution’s
accounting records is as follows:

Registration of Potential Loss in the Area of Legal Risk

Type of Lawsuit Contingency Provision Results
Labor Nature 7033 4295 17.30
Litigation Portfolio 11.28 9.82 0.00
Trusts 196.03 6851 29.52
Treasury and Stock Trading 0.00 0.00 0.00
Total 277.64 121.28 46.82
Source: SIF-Data

* Figures in millions of pesos, valued at the Exchange rate for USD: 16.9666 Wirehotica

The status as of the end of the year is as follows:

= A contingency for $277.65 million pesos, which presents an increase of 2.75% ($7.43 million pesos) with
respect to the previous year.

= A provision for $121.29 million pesos, which presents an increase of 7.82% ($8.8 million pesos) with
respect to the previous year.

= Aneffect on results for $46.82 million pesos, which presents an increase 0of 60.67% ($17.68 million pesos)
with respect to the previous year.

The movement in the contingency, provision and results arises mainly from the updating in the success
expectations of some lawsuits and, in some cases, of the amounts claimed according to the law, mainly in labor
lawsuits, and the fluctuation in the exchange rate with respect to the previous year, as well as the status of each
lawsuit.

Unquantifiable Risks

Result of the impact to property assets of the Institution

In year 2023, there were no claims affecting the property assets of the Institution.

Strategic Risk

In year 2023, indicators defined by Management for this risk have been monitored, through monthly reports, the
Desired Risk Profile.

Business Risk

In year 2023, indicators defined by Management for this risk, have been monitored through market risk reports,
highlighting that during the year there were no deviations in such set limit.
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In years 2022 and 2023, there were no breaches of the established limits.

Reputational risk

During year 2023, the General Office of Marketing and Institutional Business Positioning monitored events that
could have affected the perception of the Institution, both internally and externally, on a monthly basis, analyzing
all positive and negative notes via printed and electronic means, Internet portals and state information. The
results obtained from said monitoring are shown below:
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During the year it is observed that in all months the number of positive notes surpassed those negative, even
going so far as to observe no negative notes during November and December, highlighting that in year 2023 it
was observed that 98% of notes were positive, presenting an increase of 5% with respect to year 2022.
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Leverage ratio

The information related to leverage is disclosed with figures as of December 2023, in compliance with the
Resolution that modifies the General Provisions Applicable to Credit Institutions, published in the Official
Gazette of the Federation on June 22, 2016, Article 2 Bis 120, Articles 180, 181 and Exhibit 1-O Bis:

TABLE L1
STANDARDIZED FORMAT FOR DISCLOSURE OF LEVERAGE RATIO

REFERENCE CAPTION AMOUNT

Exposures in balance sheet

Items in balance sheet (excluded derivative financial instruments and repurchase/sell

1 agreement and loans of securities but included collateral pledged and recorded in the 632,942
balance sheet)

2 (Asset amounts deducted to determine capital of Basilea I1I Level 1) - 4,659
I-Z.\pn.-.mics in balance sheet (net) (excluded derivative financial instruments and SFT, 628283
sum of lines 1 and 2 L

Exposures to derivative financial instruments

4 Current of replacement associated to all transactions with derivative financial instruments B
(net of variation margin in admissible cash)

s Amount of additional factors for potential future exposure of all transactions with derivative 1.930

2 financial instruments. 2
Increase for collaterals contributed in derivative financial instruments when such collaterals

6 are derecognized in the balance sheet in accordance with the operating accounting N.A.
framework

~ (Deductions to accounts receivable for margin in variation of cash contributed in cash _

contributed in derivative financial instruments transactions)

(Exposure for derivative financial instruments transactions on behalf of customers, in which
8 the liquidating partner does not grant his guarantee in the event of non-compliance with the N.A.
obligations of the Central Counterparty)

9 National cash amount is adjusted for credit derivative financial instruments subscribed N.A.

(Offsetting made to notional cash adjusted for credit derivative financial instruments
10 subscribed and deductions of additional factors for credit derivative financial instruments N.A.
subscribed)

3 1,930
Exposures for financing transactions with securities

12 Gross S_FT assets (with no offsetting recognition) after adjustments for sales accounting 47.266

transactions
13 (SET accounts payable and receivable offset) x
14 Counterparty risk exposure for SFT 251
15 Exposures for SFT acting on behalf of third parties -
47,517

Other exposures out of balance sheet
17 Out of balance exposure (gross notional amount) 213,230
18 (Adjustments for conversion to credit equivalents) - 191,907
Out of balance items (sum of lines 17 and 18) 21,323
Total capital and exposures

20 Level 1 capital 28,136
21 Total exposures (sum of lines 3, 11, 16 and 19) 699,053
22 Basel 111 leverage coefficient 4.02%
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TABLE Il.1
COMPARATIVE OF TOTAL ASSETS AND ADJUSTED ASSETS

REFERENCE DESCRIPTION IMPORTE
1 Total assets 693,573
2 Adjustment for investments in banking institutions, insurance or commercial
consolidating but remain out regulatory consolidation - 4,659
Adjustment relative to fiduciary assets recognized in balance sheet in accordance
3 with accounting framework, but excluded from measure from the exposures of the
leverage coefficient N.A.
4 Adjustment for derivative financial instruments - 11,434
5 Adjustment for repurchase/sell agreement transactions and loan in securities 251
6 Adjustment for items recognized in memorandum accounts 21,323
7 Other adjustments =
8 Exposure of the leverage coefficient 699,053

Figures rounded to millions of pesos.

TABLE IIl.1
RECONCILIATION BETWEEN TOTAL ASSETS AND EXPOSURE IN BALANCE SHEET

REFERENCE CONCEPT AMOUNT
1 Total assets 693,573
2 Derivative financial instruments transactions ” 13,365
3 Repurchase/sell agreements and loans in securities = 47 266
4 Fiduciary assets recognized in balance sheet in accordance with accour'_nting NA.
framework, but excluded from the measure of the exposure of the leverage coefficient

5 Exposures in the balance sheet 632,942

TABLE IV.1

MAIN CAUSES OF THE MOST IMPORTANT VARIATIONS BEFORE THE ELEMENTS

(NUMERATOR AND DENOMINATOR) OF THE LEVERAGE RATIO

VARIATION

CONCEPT/QUARTER (%)

Basic Capital

Adjusted Assets

Leverage 4.02% -17.4%
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26. REGULATORY PRONOUNCEMENTS RECENTLY ISSUED BY THE MEXICAN FINANCIAL
REPORTING STANDARDS BOARD

New accounting pronouncements for year 2024 and subsequent years that take effect on the dates
mentioned below:

Improvements that generate accounting changes

NIF C-10, Derivative financial instruments and hedging relationships - Necessary changes were made to include
the accounting treatment of hedging of equity financial instruments whose valuation at fair value is recognized
in OCI in accordance with the provisions in NIF C-2, Investment in financial instruments, which converges with
IFRS 9, Financial instruments.

NIF B-2, Statement of cash flows, NIF B-6, Statement of financial position, NIF B-17, Determination of fair
value, NIF C-2, Investment in financial instruments, NIF C-16, Impairment of financial instruments to collect,
NIF C-20, Financial instruments to collect principal and interest and INIF 24, Recognition of the effect of
application of new reference interest — In terms of NIF C-2, an entity shall classify financial instruments to
collect or sell (FICS), which are defined by NIFs Glossary as those whose purpose is to collect contractual cash
flows for principal and interest, or, obtain a gain on sale thereof when it is convenient; however, it has been
observed in practice that such definition may cause a wrong interpretation, since the main purpose of these
instruments should be to obtain a gain on the sale, which will take place under optimum market conditions and,
in the meantime, collect contractual cash flows, that is, they are held for collecting and selling.

For the above reasons, the term financial instruments to collect or sell for financial instruments to collect and
sell under the understanding that in accordance with the business model they seek as objective compliance with
both purposes, that is, collect contractual cash flows and sell the financial asset, and in the end no to sell if
expected market conditions do not exist, which will not affect the initial classification.

NIF D-4, Income taxes — The applicable rate is clarified to recognize assets and liabilities for incurred or deferred
income taxes, when there were benefits in tax rates for the period to encourage capitalization of profits
(undistributed profits).

Modifications to these NIF improvements take effect starting January 1, 2024, allowing early application.
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The Institution believes that adoption of the improvements mentioned above, taking into consideration current
financial structure and operations carried out, could originate certain changes in terms of the valuation,
classification and/or presentation in its financial statement and disclosures in their notes. Management is in the
process of analyzing said improvements to determine, as appropriate, the effects they may have on its financial
information at the time of adoption.

N e

AU1S AXTONTO RAMIREZ PINEDA MARIA FERNANDA RUIZ PADILLA
CHIEF EXECUTIVE OFFICER HEAD OF ADMINISTRATION AND
FINANCE UNIT

RAULMARTINEZ MORAN
ACCOUNTING AND BUDGET DIRECTOR INTERXAL AUDIT DIRECTOR

151



@ nacional financiera

ANNEX

CENTRAL REGIONAL DIRECTORATE

Insurgentes Sur No. 1971,
Building 4, 11*" Floor,
Guadalupe Inn,

Alvaro Obregén,
Mexico City, 01020

POSITION

Central Regional Director
Eduardo Gonzalo Herrera Galicia
egherrera@nafin.gob.mx

Tel: 555325 6000 Ext.6132

NORTHEAST REGIONAL DIRECTORATE

Av. Roble 300, Torre Alta,
P.B., Valle del Campestre,
66265, San Pedro
Garza Garcia, N.L.

POSITION

Northeast Regional Director
Rafael Reyes Pérez Ocana
rrperezo@nafin.gob.mx

Tel: 555325 6000 Ext. 1301

NORTHWEST REGIONAL DIRECTORATE

Paseo de los Héeroes 10289,
8" Floor, Zona Urbana Rio
Tijuana, 22010,

Tijuana, B.C.

POSITION

Northwest Regional Director
Fernando de la Rosa Medina
fdelarosa@nafin.gob.mx

Tel.: 555325 6000 Ext. 1411

INFORME ANUAL 2023

DIRECTORY OF REGIONAL
AND OVERSEAS OFFICES

WESTERN REGIONAL DIRECTORATE

Real de Acueducto 335,
12t Floor,

Col. Real Acueducto,
45116, Zapopan, Jal.

POSITION

Western Regional Director
Martin Maisterra Vaca
mmaisterra@nafin.gob.mx

Tel: 555325 6000 Ext. 5501

SOUTH REGIONAL DIRECTORATE

Calle 20 No. 235,
office 714,

Col. Altabrisa, 97130,
Mérida, Yuc.

POSITION

Responsible for the South
Regional Directorate

Victor Hugo Michel Torres
vhmichel@nafin.gob.mx

Tel: 5553256000 Ext. 2200

LONDON BRANCH

London Branch

19t Floor 100
Bishopsgate, London
EC2MI1GT

POSITION

London Branch
General Manager

Jorge Eduardo Rodriguez Trevifio
jrodriguezt@nafin.gob.mx
Tel: +44 (0) 2038 679778 ext. 4008
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