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Vivir es increible’

VISION 2022

MISSION VISION
To satisfy the needs for GNP is distinguished for having
protection, financial security the best people, profitable growth,
and health services of incomparable service and for being a
Mexican society. leading-edge institution.

at 2022 we will be:

The 2nd most profitable traditional insurer
The #1 insurer in premiums
Innovation leaders
The insurer with the best people

We seek to:

Individual Life: become the #1linsurer
Auto: be one of the three players with highest net profits

Medical Expenses: maintain our leadership guaranteeing sustainability

Group Life: enhance this line’s contribution to value creation in GNP

Damages: maintain a net profit within the three top companies

Agents Channel: be the biggest and most productive force in the country

Mass Channel: the most important source of growth and profitability

Private Offices and Brokers Channel: be the first option for decision makers

VALUES:

People and Culture
To have the best talent and be distinguished by our level of collaboration
Profitability
To be the benchmark in risk management, decision making and business control

Technology

To build a reliable platform that enables innovation and differentiation

Exemplary Service
To have a reliable, friendly operation, with simple processes designed for the customer,
atlow cost
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GRUPO NACIONAL PROVINCIAL, S.A.B.
Itemn 2017 2016 ‘I;Ia‘f;?oa;
$ %
Total assets 142,257 7%
Technical reserves 124,876 116,557 7%
Net worth 11,335 11%
Solvency margin 4,402 3,676 20%
Premium issued - 54,701 2%
Operating expenses 3,862 3,017 28%
Financial products - 4,972 41%
Insurance earnings 2,682 2,118 27%
Net earnings - 2,124 26%



Alberto Bailléres

CHAIRMAN OF THE BOARD OF DIRECTORS
GRUPO NACIONAL PROVINCIAL, S.A.B.

Dear Shareholders,

In my capacity as Chairman of the Board of Direc-
tors of Grupo Nacional Provincial, S.A.B. (GNP), it is
my pleasure to present you with the following report
based on the analysis of the information provided
by the Chief Executive Officer in his Annual Report
on the company'’s performance, the results obtained
and the highlights of the fiscal year 2017, as well as
the main activities of the Board of Directors.

2017 put the union and solidarity of the Mexican peo-
ple to the test against the strong and terrible earth-
quakes that shook Mexico City and several interior
states on September 7 and 19. The efforts and dedica-
tion on the part of every Mexican to help those most
affected is indisputable proof that Mexico is great be-
cause of the human quality of its people.

GNP Seguros, a 100% Mexican company, looks for
different ways to support the people most affected
by these events; to help the victims, it opened a col-
lection center together with the Mexican Red Cross,
which was able to distribute over 12 tons of aid,
mainly to the states of Puebla, Oaxaca and Morelos;
for policyholders, it absorbed the cost of the deduc-
table and responded swiftly to more than 12,000
claims as a result of the earthquakes. In addition,
GNP joined other Grupo BAL companies to form a
fund of 120 million pesos to rebuild public schools.

The occurrance of these events shows the immense
social value given to the nation by the insurance in-
dustry in protecting the assets of families and com-
panies. Unfortunately, the insurance penetration
rate remains low, and these events unnecessarily
cause painful property losses.
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During the year, the Mexican economy was subject
to high financial volatility, mainly, the behavior of
the exchange rate and increased inflation, as well as
suffering a hike in interest rates. Nevertheless, the
economy grew by 2.3% and just over 800,000 jobs
were created in the formal sector. National insur-
ance industry premiums grew by 10.7%.

The total volume of premiums issued by GNP was
55.89 billion pesos, the performance of Life, Auto
and Group Medical Expenses being particularly
noteworthy, with a nominal growth of 24.3%, 9.9%
and 6.5%, respectively, compared to the previous
year. With this dynamic, GNP maintained its posi-
tion as the second largest insurer in the country.

The company has followed a strategy based on care-
ful pricing and risk underwriting, on a methodical
control of expenses and claims costs, and a prudent
policy of reinsurance and investment of reserves.

Net profits grew almost 26% compared to 2016, reach-
ing 2.669 billion pesos. The solvency margin grew by
19.7% to reach 4.402 billion pesos.

Our strategy has enabled us to substantially im-
prove the company’s profit rate to 17.6% of invested
capital, while notably improving the quality of the
service to our policyholders. These results keep us at
the forefront of the biggest and most profitable mul-
tiline company in the market.
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The rating agencies AM BEST and Standard & Poor’s
gave us their highest ratings for the Mexican market
("faa+MX" and "mxAAA", respectively), as a reflection
of the highest solvency margin in the history of GNP

In 2017, we distributed the sum of 1.376 billion pe-
sos in dividends.

Moreover, GNP continues to receive affirmative feed-
back on the attributes that qualify us as a Socially
Responsible Company.

Our “Vivir es Increible” campaign this year promoted
the reflection “We can all choose how to live.”

According to the opinion of our internal and external
auditors, and the review of the Audit and Corporate
Practices Committee, our accounting policies and
criteria are appropriate and sufficient. The Chief Ex-
ecutive Officer’s report presented to the Sharehold-
ers Meeting is a reasonable reflection of the compa-
ny’s financial situation and results.

Based on established policies, the performance of
senior officials is reviewed annually. Every increase
in salary and benefits must be authorized by the
Nomination, Evaluation and Compensation Com-
mittee. Salaries are increased annually, and bonus-
es are determined based on the results of the per-
formance reviews. The remuneration package for
senior officials consists of a base salary, mandatory
benefits and other benefits.



The Board of Directors approved the company’s stra-
tegic plan and reviewed and ratified the decisions
of the Executive Committee. Furthermore, the Board
reviewed and approved the company'’s periodical fi-
nancial statements presented during the 2017 fiscal
year, as well as the results and actions of its affiliates.

The Board of Directors adheres to solid corporate
governance practices. To carry out its duties, the
Board relies on the support of the committees sug-
gested by the Code of Best Corporate Practices,
which perform the recommended tasks.

The Board of Directors presents, for the consider-
ation of this Shareholders Meeting, the report that
lays out and explains the accounting policies and
criteria used to prepare the Financial Statements
including, among other items, the basis for presen-
tation, consolidation and important accounting pol-
icies, and which were audited by external auditors
and are an integral part of this Report.

In the opinion of the Board of Directors, the Chief Ex-
ecutive Officer’s Report presented to this Sharehold-
ers Meeting reasonably reflects the financial situa-
tion, the results obtained and the highlights of the
company'’s performance during 2017.

Dear Shareholders,

I would like to reiterate my gratitude to all mem-
bers of the Board of Directors, Committee members
and the Executive Committee for their valuable
support. I thank our shareholders for their confi-
dence and, of course, wish to acknowledge our col-
laborators for their commitment and contribution
to the results obtained.

Alberto Bailler
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GRUPO NACIONAL PROVINCIAL, S. A. B.

To the Chairman of the Board,
Board members:

As Chief Executive Officer of Grupo Nacional Provin-
cial, S.A.B. (GNP), and in accordance with the provi-
sions of the Securities Market Law (Ley del Mercado
de Valores), I submit for your consideration the An-
nual Report on the performance and results obtained
by the Company during the 2017 fiscal year, the Fi-
nancial Statements and their explanatory notes, and
the main accounting and reporting policies and crite-
ria followed in the preparation of the financial data
presented herein.

In 2017, Mexico achieved an economic growth of
2.3%, although the national and international mac-
roeconomic environment showed a high degree
of uncertainty in financial markets, which led to a
rise in inflation, a highly fluctuating exchange rate
throughout the year and a gradual increase in inter-
est rates.

The insurance industry reported a yearly nominal
growth rate of 10.7% considering Pemex, and of 7.9%
not considering Pemex. The year saw an unusual in-
crease in car thefts and major catastrophic events,
such as the terrible earthquakes in September.

In light of these events, GNP once more showed its
spirit of service and high sense of social respon-
sibility by immediately attending to its insured.
Moreover, the Company participated in various hu-
manitarian activities, including a contribution to
education through the Alberto Bailleres Foundation,
the social program Gol por México for housing re-
construction, and the donation caravans to affected
areas in the interior of the country.

Mario A. Vela Berrondo

CHIEF EXECUTIVE OFFICER
GRUPO NACIONAL PROVINCIAL, S.A.B.
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In this adverse scenario, and for the second consecutive year, GNP continued to
grow and strengthen its financial soundness, reaching premiums of $55.89 billion
pesos and a solvency margin of $4.402 billion pesos, above the legal minimum.

With these figures, we held our position during the year as the second largest
insurance company in market share and third largest in profits.

Our progress in this fiscal year is reflected in the high scores obtained from our rat-
ing agencies: AM BEST awarded us a national rating of “Excellent” ("aa+MX"), and
Standard & Poor’s gave us the highest national rating, “Satisfactory” (‘mxAAA).

Immersed in the intense competition shown by the industry, the continued good
results in Medical Expenses, good earnings performance in Damages (despite
the major catastrophes), sustained growth of Individual Life and the application
of an important correction program in Auto (which was affected by the increase
in auto theft) made a notable contribution to improving operating performance.

This year, we revised the Strategic Plan and renewed our Vision 2022, in which
we reiterated our commitment to become the second most profitable traditional
insurer, the leading insurer in premiums, the insurer with the best people, and
leading insurer in innovation.

The Company’s main indicators are shown below:

2016 2017
Return on Investment (ROI) 21.5% 17.6%
Sales $54,701 $55,890
Net Profits $2,124 $2,669
Market Share (Not considering Pemex) 13.1% 12.4%
Figures in millions of pesos
Note: ROI does not include Embedded Value.
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SALES

GNP posted a 6% sales growth in 2017.

Marketing efforts enabled sales to reach $55.89 billion pesos, with a nominal growth
of 2.2% over the previous year. The branches with highest growth were Auto (9.9%),
Medical Expenses (6.5%), and Life (1.7%).

GNP: SALE BY LINES (nominal figures)
Line 2017 2016 \l;laor?:t?i
million million %
pesos pesos

Life 22,540 22,172 1.7%
Medical Expenses and Casualty 17,205 16,157 6.5%
Auto 12,787 11,632 9.9%
Damages 3,376 4,723 -28.5%
Total premiums (consolidated figure) 55,890 54,701 2.2%

2017 ANNUAL REPORT
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During 2017, the Firm, Brokers and Government channel improved the support and set-
vice of our business partners, as reflected in the AON, MK, Marsh and Lockton surveys.

In addition, we maintained our relationship with the major insurance intermediaries,
allowing us to increase sales in this segment by 11.3%.

Brokers and direct business premiums grew 9.7% compared to the previous year.

Finally, GNP's share in the public sector fell by 47.1% due to the loss of two jumbo businesses.

Sales in Auto insurance exceeded $12.5 billion pesos, representing a growth of 9.9% over
the previous year, and positioning GNP in second place in the market.

The year saw a remarkable balance between profitability and competitiveness. We also
maintained our momentum in price updating, which allowed us to preserve our market
share at 12.5%.

We obtained good results in individual insurance (agents, Worksite and Internet), in which
we improved our pricing scheme (in the second half of the year, we released the pricing by
postal code model), allowing us to be more competitive and gain market share in low risk
areas. Thus, we maintained strategic alliances with the banks and main assemblers.

In the corporate sector, the fleet portfolio proved profitable, with price adjustment and
strict adherence to underwriting policies.

Auto theft increased by a record 23% in 2017; a total of 12,062 units were stolen.

Private driver services (Uber, Cabify) had a high accident rate, resulting in product and price
adjustments, and the renegotiation of special conditions for the multi-year policy portfolio.

In terms of support, we made considerable improvements to some critical services, such
as the contact center, contracts and appraisal. Furthermore, we consolidated our self-ser-
vice model by using quotation and policy issuance tools; 75% of policies are now issued
through the intermediary portal, helping to increase the satisfaction rate of our produc-
tion force.
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The introduction of our innovative Médico de Contacto (contact physician) allowed us
to reach more hospitals. The project developed the functionality of self-services for the
production force through the intermediary portal, which will begin operating in 2018.

We also completed the development of a new operating model for Medical Expense
Claims, which enabled us to transition from a procedure-based approach to a compre-
hensive management model based on medical specialty and ailments. This will strength-
en the service and control of the claim rate.

The Bancaseguros business showed a steep rise, improving 30% over the previous year
and covering more than 500,000 policyholders across all branches. This growth is at-
tributed mainly to the performance of the Auto and Individual Life segments.

With regard to Worksite, the Individual Life business continued to grow at a rate of 34% in
issued premiums. For the first time, the cession of the Individual Life portfolio of 51,000
PEMEX employees became a reality, which meant a great effort for the Company.

The Agencies channel obtained a nominal growth of 8% in written premiums, with more
than 560,000 active policies, primarily due to the consolidation of our business with Gen-
eral Motors and the growing number of policies in Toyota and KIA. Furthermore, we im-
plemented a strategy to reduce the negative impacts of the private driver segment.

The Afinidad business maintained double-digit growth of 22% compared to the previous
year, with a remarkable increase of 40% in commercial alliances.

In 2017, claims were high, mainly due to natural events: two major earthquakes (on Septem-
ber 7 and 19), the tropical storm Lidia, rains, hail and floods. In light of these catastrophes,
we provided a swift response to more than 21,000 affected policyholders. However, GNP
results remained unaffected due to our risk dispersion strategy in the reinsurance market.

In addition, we coped with four fires with damages exceeding 500 million pesos, confirm-
ing the strength and trust of our policyholders.

ANNUAL REPORT
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SALES FORCE

To this day, GNP has the largest Sales Force
in the country.

GNP promotes the productivity of our more than 9,300 agents through the Institute
of Development and Specialization for Insurance Advisors, IDEAS-GNP. In 2017, we
launched a new career plan for Agency Directors that allowed us to incorporate and
strengthen 151 agency offices, 212 development managers and 151 talent recruit-
ment executives, fundamental pillars in the strategy to attract, select and retain
talent. As a result, we recruited close to 2,400 agents for the third consecutive year.

In addition, we reinforced information security and renewed our platforms (the Soy
Cliente portal, Conecta M¢vil app and Linea GNP) so that our policyholders can
meet their needs on-line.









We installed quality and improvement processes in the Medical Expense
Claims, Contracting, Auto Claims, Grievances and Contact Center areas, main-
taining our goal of 80% in service levels and reducing errors and complaints.

At the same time, we reinforced operating efficiency by implementing work
flows that allow processes to be done digitally. These actions reduce processing
time and cost, thereby improving the quality of services for the Worksite, Grie-
vances, Auto Claims and Continuity areas.

We also launched a new direct drug purchase model that ensures the supply of
more than 20,000 annual services to customers, as well as an innovative cost
containment scheme in claims.

We established a strategic alliance with Grupo Star Médica under a “Guaran-
teed average cost of hospital care” model, for Major Medical Expenses, and a
“Single cost for injured party care” scheme for Auto Claims. This allowed us to
contain the claim cost in both lines of business.

The 7th Hospital Congress was held with great success under the slogan “For a
New Service Model” and hailed the first steps towards the consolidation of the
Medical Expense Claims model. The Congress was attended by representatives
from more than 100 hospitals across the country.

We continued to improve the quality of operations by reducing the number of
incidents by 33% compared to the previous year.

We introduced over 22 production initiatives to improve system efficiency. The-
se initiatives include Life70, which migrated its first policy to INFO in Novem-
ber, and the new GNP Customer portal. We worked with the Medical Expenses,
Auto and Finance areas to build the bases and improve information consump-
tion and analysis by exploiting the GNP Date Lake.

ANNUAL REPORT
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INVESTMENTS

Stock-market financial products saw a 43% increase
compared to the previous yeatr.

Throughout 2017, we followed our investment policy. Given the volatile macro-
economic environment, GNP’s investment portfolio performed defensively. We
continued to hedge term obligations (82% in long term and 18% in short term),
currency (59% in dollars and 41% in pesos) and a low appetite for risk with a
portfolio of government (84%) and corporate (16%) instruments with a high in-
vestment rating.

Trade in financial products rose to $6.808 billion pesos, surpassing the $2.033
billion pesos (43%) obtained in 2016, a portfolio increase of 39% over the pre-
vious year.

We maintained ISO 9001:20015 certification, as well as the operation of securi-
ties loans.

RESULTS AND SOLVENCY

Profitability at year end was 17.6%. Our solvency margin was $4.402 billion pe-
sos, compared to $3.676 billion pesos the previous year, a nominal increase of
14.7%.
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For 14 years, the Gol por Mexico program has enabled GNP Seguros to make a
positive change to the lives of more than 1.2 million Mexicans by supporting
their education, nutrition, health, housing and environment.

The program has made it possible for more than 14,020 students to contin-
ue their middle and higher education, 4,598 families to have a decent home,
72,500 children to have nutritional support and tracking of their growth and
health, and 176,785 people to benefit from housing reconstruction.

Gol por México has also done important work to benefit the environment, plant-
ing more than 365,000 trees, the equivalent of 365 hectares.

We have now been supporting the outreach of social organizations nationwide
for 5 years. Today, this program helps more than 250 social organizations in
different social causes.

Luli y Gabo continued to inform children, in a fun and safe way, about the risk
of accidents in the home. The animated series is shown on Iuliygabo.com and
in an application. The seven episodes seek to improve the protection and safety
of children.

In addition, first aid material targeted to children and using clear, simple lan-
guage was developed in conjunction with Médica Mévil.

In partnership with the Fundacién Fondo Unido México (Mexico United Trust
Foundation), the Luli y Gabo First Aid Guide and a didactic game that we de-
veloped will be distributed to more than 250 education centers in Mexico City,
Estado de México, Guanajuato, Jalisco and Hidalgo, reaching more than 27,000
preschool children.

ANNUAL REPORT
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For the fourteenth consecutive year, we have received the Socially Responsible
Company Award (for business ethics, employee quality of life, community en-
gagement and environmental care) by the Alianza por Ia Responsabilidad So-
cial Empresarial (AliaRSE) (Corporate Responsibility Alliance) and the Centro
Mexicano para la Filantropia (Mexican Philanthropic Center). We have the lon-
gest track record among insurance companies in social responsibility.

For the sixth consecutive year, GNP has received the Distintivo de Organizacion
Saludablemente Responsable (Workplace Wellness Award) by the Workplace
Wellness Council for our efforts to promote health and a favorable environment
in the workplace.

The Secretariat of Labor and Social Welfare awarded GNP the Silver Certificate
in labor equality and non-discrimination, having scored 97 points out of a pos-
sible 100. Some 333 people took the survey.

GNP retains the distinction awarded by the Secretariat of Labor and Social Wel-
fare for following good labor equality, inclusion and development practices
without discrimination towards vulnerable individuals.

The Secretariat of Labor and Social Welfare endorsed GNP as a Family-Friendly
Company for promoting comprehensive policies of good work practices in the
prevention of sexual harassment and work violence, as well as equal opportu-
nities and work-home balance.









Vivir es Increible (Living is Incredible) is one of the pillars of communication in
GNP In 2017, we continued to strengthen its positive messages through publicity
and social campaigns.

This year, GNP Seguros launched an institutional campaign to promote “We can
all choose how to live” Similarly, we started a dynamic with a social cause to
help with the reconstruction of Mexico in the aftermath of the September earth-
quakes. This dynamic includes an entertaining challenge that invites people to
dance for Mexico, recording and sharing their choreography on Instagram. For
each uploaded video, GNP will donate 500 pesos to the Fuerza México trust.

Social Cause Sponsorship

For the second consecutive year, the GNP Driving School Vivir es increible contrib-
uted to promoting and reinforcing a culture of responsible driving. Extreme driv-
ing conditions were recreated to help develop driving skills and reduce or prevent
road accidents.

Zona DMX is the first wellness center in Mexico City to combine sports, socializ-
ing and a healthy life style in a safe and fun way.

ANNUAL REPORT
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CASA sales increased by 4% in relation to the previous year. Technical profit
ended 5% above estimates. Net profit was $8.9 million pesos, while the solvency
margin was $133 million pesos.

Fitch Ratings upheld the "AA-(mex)” corporate rating at national level. The rating
forecast is stable.

The institution assumed the commitment to generate strategic actions to con-
tribute to the profitability of the business and reach a growth aligned with GNP
objectives.

Company profits were $23 million pesos, surpassing the previous year’s results
by $13 million pesos. This result derives from the efforts expended in the place-
ment of new operations and higher income in the financial margin.

In the course of 2017, Médica Mdvil faced important challenges and learned
great lessons. Our aim is to provide a better customer experience, manage re-
sources more efficiently and attract new services.

Our call center took more than 83,000 calls leading to different services. In
Health, we provided 6,820 telephone medical consultations; conducted 2,496
at-home Life insurance examinations; gave 6,574 home medical consultations,
and provided 5,088 ambulance services. The roadside assistance service at-
tended 8,397 calls for towing and 3,136 for basic road services (jump starts, tire
changes and fuel delivery). All the above reached an average overall satisfac-
tion rate of 93.1%.
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Due to the catastrophic events of September 19, we implemented a contingen-
cy plan that enabled us to provide uninterrupted service to our customers and
to the community. After the quake and for several days, we operated from a
temporary center providing a total of 354 services, of which 246 were on-site
consultations, 24 emergency ambulance services, 32 home medical consulta-
tions, 25 telephone medical guidance, 5 programmed transfers and 22 rescue
transfers.

In coordination with GNP and the Red Cross, Médica Mévil transported more
than 6 tons of supplies. We reached outlying communities, like San Juan Pil-
caya, in Puebla, to deliver food supplies, medicines and medical support.

Furthermore, and for the first time, we offered a psychological support line to

the general public, attending 111 people who showed signs of post-traumatic
stress following the earthquakes.

28
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Esteemed Board Members,

I wish to express my gratitude to the entire team that makes up the GNP family,
through whose dedicated collaboration we have made significant progress in
the Company'’s growth and development within the insurance industry.

I am also grateful for the confidence placed in me by the Chairman and the
members of the Board of Directors and the Executive Committee.

Mario A. Vela Berrondo
CHIEF EXECUTIVE OFFICER
GRUPO NACIONAL PROVINCIAL, S.AB. *

Vivir es increlble’

29
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German Arturo Aguado Vanegas
Mass Channel

Diana Noemi Wright Rebolledo

Service and Operations

Diego Hernandez Rangel
Life and Medical Expenses

Jesus Alfonso Zufliga San Martin
Integrated Risk Management

José Luis Gutiérrez Aguilar
Finances

Enrique Gabriel Ibarra Anaya
Systems

Fernando Rodolfo Ibarra Posada
Legal

José Manuel Bas Alvarez
Human Resources and Management Services

Diego Veldzquez Graham
Compliance Officer

Jaime Ignacio Garcia Jiménez
Internal Audit
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GNP is part of Grupo Bal, one of the most important Mexican consortia in the country, with
companies in diverse sectors of the economy, including prestigious institutions such as:

Crédito Afianzador, S.A. Compafiia Mexicana de Garantias

Médica Movil, S.A. de C.V.

Grupo Profuturo, S.A.B. de C.V.

Valores Mexicanos Casa de Bolsa, S.A. de C.V.
Operadora Valmex de Sociedades de Inversion, S.A. de C.V.
Valmex Soluciones Financieras, S.A. de C.V.,, SOFOM, E.N.R.

Grupo Palacio de Hierro, S.A.B. de C.V.
Tane, S.A. de C.V.

Industrias Pefioles, S.A.B. de C.V.
Fresnillo plc

In its commitment to education, Grupo Bal fulfills its social responsibility by supporting the
Instituto Tecnoldgico Auténomo de México (ITAM).

The Group’s main activities include dairy production, the breeding of feeder cattle, horses and
fighting bulls, and the commercialization of forage and vegetable products.

PetroBal, S.A.PI de C.V. engages in the exploration and exploitation of hydrocarbons.
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