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Article 86 legend of the LMV:
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conducted in violation of the law.
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Ticker: WALMEX

Date: 2018-12-31

[413000-N] Informacién general

Glossary of terms and definitions:

ADR American Depositary Receipt

ANTAD National Association of Self-service and Department Stores

Associate Employee who works at Walmart de México y Centroamérica

BAE Bodega Aurrera Express

Bodegas & Austere stores offering basic merchandise, food and household items at the
Discount stores best prices

BPAyD Storage and distribution best practices

CAM Central America

CDP Carbon Disclosure Project

Center region

Consisting of the following states: Aguascalientes, Colima, Hidalgo, State of
Mexico, Guanajuato, Jalisco, Michoacan, Morelos, Puebla, Querétaro, San
Luis Potosi and Tlaxcala

Centers of Excellence

Program establishing higher service and operation standards in our stores and
clubs

Cetes Mexican Federal Treasury Certificates

Clubs Membership warehouse clubs focused on businesses and consumers who seek
the best possible prices

CO.eq Carbon dioxide equivalent

Distribution Center/
DCs

Location for the receipt of goods from suppliers and store distribution

EBITDA Earnings Before Interest, Taxes, Depreciation, and Amortization
EDLC Every Day Low Costs

ESG Environmental, social and governance

Every D.ay Permanent philosophy of Walmart de México y Centroamérica, in order to
Low Prices / EDLP contribute towards improving the quality of life for the region
GAP Good Aquaculture Practices

GDP Gross Domestic Product

GFSI Global Food Safety Initiative

GhG Greenhouse Gases

GJ Gigajoule

GMV Gross Merchandise Value
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GRI Global Reporting Initiative

IPC Mexico’s Consumer Price Index

ISSSTE stores Instituto de Seguridad y Servicios Sociales de los Trabajadores del Estado
(Social Security and Services Institute for Government Employees)

LGBT+ Lesbian, gay, bisexual and transgender

Metropolitan Area Consisting of the following: Mexico City and the Metropolitan Area

Net sales Income from the goods sold in our stores

NGO Non-governmental organization

North region Consisting of the following states: Coahuila, Chihuahua, Durango and
Zacatecas

Northeast region Consisting of the following states: Nuevo Leon and Tamaulipas

Northwest region Consisting of the following states: Baja California Norte, Baja California Sur,

Nayarit, Sinaloa and Sonora

Our Brands Private label products of Walmart de México y Centroamérica

Sales floor

Surface area set aside for merchandise retail

SIMGREM Mexico’s Packaging and Pharmaceutical Waste Management System

SME Small and medium-sized enterprises

Southeast region Consisting of the following states: Campeche, Quintana Roo, Tabasco,
Veracruz and Yucatan

Southwest region Consisting of the following states: Guerrero, Chiapas and Oaxaca

Supermarkets Self-service stores located in residential areas

TECHO Organization seeking to build a fair, integrated and poverty-free society

The Alliance Alliance for the security of the workers in Bangladesh

Total revenues Net sales plus other income

UNAM stores Universidad Nacional Autonoma de México (National Autonomous University
of Mexico)

Walmart Self-service stores providing the widest assortment of goods from groceries

and fresh, to apparel and general merchandise

Walmart de México y
Centroamérica/ The | Wal-Mart de México, S.A.B de C.V.
Company/ The Society

WALMEX Ticker symbol for Wal-Mart de México S.A.B. de C.V.
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Executive Summary:

Walmart de México y Centroamérica is one of the most important retail chains in the region with operations in
648 cities located in six countries: Costa Rica, El Salvador, Guatemala, Honduras, Mexico and Nicaragua. As
of December 31, 2018 it operates 3,249 units, including self-service stores and warehouse membership clubs.

During 2018, Walmart de México y Centroamérica achieved the following results.

Financial Data

Million pesos Growth
2018 2017 (%)
RESULTS

Net sales Ps. 612,186 Ps. 569,015 7.6
Other income 4,724 4,356 8.4
Total income 616,910 573,371 7.6
Gross profit 141,586 131,072 8.0
General expenses 92,597 86,921 6.5
Operating income 49,190 43,838 12.2
EBITDA* 61,747 55,482 11.3
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Income before income tax 48,860 43,290 12.9
Income tax 12,107 10,900 11.1
Discontinued operations - 7,475 -100.0
Consolidated net income attributable to the

parent Ps. 36,753 Ps. 39,865 -7.8

FINANCIAL POSITION

Cash and cash equivalents S 38,830 S 35,596 9.1
Inventories, net 63,344 59,463 6.5
Other assets, net 25,144 22,742 10.6
Fixed assets, net 144,222 140,082 3.0
Goodwill 34,989 37,373 -6.4
Total assets $ 306,529 S 295,256 3.8
Suppliers S 85,327 S 80,099 6.5
Other liabilities 56,288 55,623 1.2
Equity 164,914 159,534 34
Total liabilities, equity and non-controlling

interest $ 306,529 $ 295,256 3.8

Under International Financial Reporting Standards

*Walmart de México y Centroamérica considers this indicator in order to measure the operating performance
of the business.

Shared Value Creation model

We aspire to create Shared Value by building a business that benefits all our stakeholders, making us
the most trusted omnichannel chain and one of which they can feel very proud.

A company of our size -with over 234,000 associates, millions of customers, over 49,000 suppliers, and
presence in 648 cities throughout the region- has the opportunity and responsibility to achieve a significant
contribution to sustainable development. This is why we believe in our approach: Shared Value. The
Corporate Responsibility principle is to guarantee sustainable growth for the company and ensuring our daily
actions enhance environmental, social and governance aspects related to our operations.

Materiality analysis

As an omnichannel chain, our company depends on the direct and frequent engagement with our stakeholders,
whom we consider a key factor for the accomplishment of our business strategies.
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With respect to environmental, social and governance (ESG) issues, we have engaged our stakeholders in
continuous, intense and formal dialogues, using a number of mechanisms and updating our materiality.
Stakeholder perspective and feedback improve the relevance and effectiveness of our operations, services,
products, and initiatives. For that end, we conducted our first materiality analysis in 2009, updating it
periodically, being the last one this year.

This year, as a result of a constant change in our environment and aimed at aligning our Corporate
Responsibility Strategy to the economic, social and environmental context where we operate, we prepared,
jointly with an external consultant, a new materiality analysis, which included the following aspects:
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This solid materiality analysis process helped us to:

Identify priority subjects for the company
Identify priority subjects for each of our stakeholders
Identify risks and opportunities

Define and implement action plans contributing to improve our performance

With all the above mentioned, we validated our strategy articulating three major pillars: environmental, social
and governance (ESG) and a set of related priorities, commitments and goals. Our approach to ESG issues
goes beyond minimizing our footprint or mitigating risks. We have taken a more assertive approach towards:
inspiring join efforts to transform the retail sector towards environmental, social and economic sustainability.
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Classification of

Energy

Environmental

Commitment ta local
I

Our priorities are based on:

e Relevance to Walmart’s purpose, key categories and market conditions.

e Shared Value: potential impact on our business and society based on our analysis and the importance
to our stakeholders.

e  Walmart’s ability to make the difference through our strengths such as our 234,000 associates across
the region, supplier relationships, expertise in food, groceries and other categories, 3,249 units, and
capabilities such as logistics and technology.

Walmart’s ESG priorities help us focus on the most salient opportunities inherent in shared value creation.
Our commitments and goals help us aim high, be accountable and move at the right pace.
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process

We keep our strategy updated through a continuous improvement process and we share our commitments,
progress and challenges with all of our stakeholders. We are always focused on informing about our
performance with clarity and transparency.

When we make a public commitment, our top management is always involved and following up on it. This
drives actions for our business, standards, programs, practices and metrics, including the annual publication of
our financial and corporate responsibility report.

Creating financial value

Our value-creation financial strategy led us to deliver sound results this year. We were able to increase
sales across all regions and business formats in an extensive, profitable and sustainable way.

Focused on improving a seamless, omnichannel shopping experience for our customers, along with
transformational agility and a new digital mindset, we were able to obtain the necessary funds to
reinvest in the business, drive future growth, and improve profitability in Mexico and Central America.
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Improving quality all across the business

Our solid revenues increase, supported by our consistent price investment to keep up our

competitiveness, and our commitment to generating operating efficiencies to reduce expenses and invest in the
future growth of the business, allowed us to increment earnings higher than sales, and to strengthen the
financial health of our company.

In Mexico, total revenues amounted to 503.7 billion pesos, 8.1% higher than last year, driven by sale increases
across all merchandise divisions, and by more traffic in our stores and clubs, thus outperforming market
growth (ANTAD selfservice stores and clubs). Our eCommerce sales are increasingly getting stronger, and
since they grew 47.4% in GMV for 2018, they now account for 1.4% of sales in the country.

In Central America, total revenues amounted to 113.2 billion pesos, accounting for 5.9% growth on a constant
currency basis, thanks to the solid commercial strategies in place and a positive beginning of the Center of
Excellence program in our stores, which has led us to gain market share in spite of the challenging economic,
political and social conditions in the countries of this region.

Growth by region,

By geographic area in Mexico

format and division o

L]
Casmyp Stores Growth Walmex -
Novil

Mtrapalifan

By format in Maxico
—  Sam’s Club
6.7% Wi
Mese Badegn Aurrera

Superama

Managing expenses to reinvest in the business
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We’re aware that in order to offer our customers Every Day Low Prices, we need to maintain a disciplined
control of expenses across our operations, so that we can create efficiencies and fund top performance projects
to ensure our business growth in the future.

Encouraged by our successful productivity initiatives implemented in our stores, distribution centers and
offices, we were able to decrease general expenses in Mexico by 10 basis points, so that they now account for
14.4% of the total revenues in the country. EBITDA totaled 51.7 billion pesos, accounting for 11.6% growth
as compared to 2017, and for 10.3% of total revenues. Also in Central America, we were able to leverage
expenses from operating improvements, by 120 basis points, thus getting EBITDA for 10.1 billion pesos,
10.4% over the figures reported last year, and 8.9% of the total revenues.

Due to the solid performance of our operations, we continue generating resources to keep developing a
seamless, omnichannel shopping experience for our customers.

Strategic capital management

In 2018, we generated cash in our company for 60.5 billion pesos. This is a reflection of our financial
soundness and the successful execution of our business strategy and operating efficiencies. Our capital was
invested in productive, profitable and innovative projects aligned to our long-term priorities and strategies.

We opened 134 new stores this year, thus adding 1,662,000 sq. ft. worth of sales floor to our unit base and 2.3
percentage points to our consolidated sales growth. Also, we remodeled stores in Mexico to adapt them to our
omnichannel approach and achieve a better shopping experience for our customers and members.

We believe in the potential for growth in the region so much that we opened two new distribution centers, one
in Managua, Nicaragua and the other in Coris, Costa Rica; and announced the construction of another in
Villahermosa, Tabasco, in Mexico, which will help us improve our supply chain capabilities and serve more
customers in a more efficient way.

We updated our point of sale system to FlexPOS as part of the most important investments made in
technology to facilitate the implementation of business strategies in the stores, to streamline our associate
work by decreasing manual processes, and to drive our supply of financial services.

Another highlight is the release of our mobile application Cashi Mas que Efectivo (Cashi, more effective than

cash), which simplifies the use of cash for our customers and allows them to buy merchandise and pay
services online without the need of a credit or debit card.
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Delivering value to shareholders

We are a company which consistently compensates shareholders for their trust. This year, a dividend of 1.65
pesos per share was decreed, to be paid as follows: an ordinary dividend of 0.76 pesos per share in four
installments of 0.19 pesos per share each, in April, August and November 2018, and February 2019; and an
extraordinary dividend of 0.89 pesos per share, to be paid in four installments of 0.20, 0.10, 0.45 and 0.14
pesos per share in April, August and November 2018, and February 2019, respectively. On the other hand, the
dividends paid during 2018 amounted to 25.6 billion pesos, at 1.48 pesos per share. This includes the 0.16
pesos per share corresponding to the remaining ordinary dividend decreed in 2017, and does not consider the
dividends decreed in 2018, paid in February 2019.

Our performance in 2018 was very strong and our results reflect the right execution of our strategy and
generate new opportunities for the future growth of our company.
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Seamless shopping experience

We are convinced that in order to continue growing in the digital age, it is necessary to offer an
omnichannel seamless shopping experience, a continuous innovation through new shopping solutions
and turn our units into a more robust store base with new functionalities to meet the new habits and
preferences of our customers and members. This year we made good progress in providing our
customers with such seamless omnichannel experience in order to save them time and money.

Our foundation was on a solid commercial proposal and broad assortment of goods, which supported
us in generating more traffic, in stores, digital platforms and applications. Likewise, we are evolving
our way of working, centering on our customers, providing our associates with new tools to become
more efficient, and accelerating innovation to cover new market trends in the digital age.

Omnichannel experience

With this approach of creating a more agile and simple omnichannel experience, we equipped physical stores
and digital platforms to address the new market consumption patterns and increase shopping frequency in all
our platforms and business formats.

We have included Bodega Aurrera to our omnichannel strategy; by the end of 2018 we had enabled 490 stores
with free wireless internet access, and 302 with specialized kiosks for online sales of General Merchandise,
under the brand Bodega en 1 clic (Bodega in one click). We widened our interaction scope with customers via
WhatsApp, Facebook and Twitter. We conducted the first cooking reality show in social media in Mexico,
named: Cocinando con tu morralla (Cooking with your spare change), where our customers participated by
creating recipes with 5, 10, 15 and 20-peso items from our stores.

Based on quick response codes (QR codes, in promotional flyers), we redirected our customers to the
entrecampeonas.com site, which is focused on sharing recipes, day-to-day tips and handcrafts. Partnering with
a private-transportation service application, during the Buen Fin, we recognized the loyalty of our customers
by granting them 2,000 free trips, departing from our stores in Mexico City.

At Walmart, we continue to be focused on being leaders regarding assortment, increasingly broadening the
product assortment we offer to our customers at brick-and-mortar and online stores. We strengthened our
emblematic campaign Martes de Frescura (Fresh Tuesdays), with a larger amount of items and features, thus
offering fresher produce. We expanded our grocery home-delivery service to 113 stores and we enhanced our
online platform, making navigation and promotion visibility more agile in addition to optimizing payment
processes. Early in 2018, we opened our first 100% omnichannel store in Tlalnepantla, State of Mexico, which
was among the five global finalist stores to be awarded an international recognition as Global Store of the
Year, by the British Self-service consulting firm IGD for the most innovative concepts.

We made Superama’s value proposition more robust, offering high-quality items at competitive prices, with a
rapid and friendly service at brick-and-mortar and online stores. We improved perishable prices, extended our
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grocery catalogue and successfully completed the image renewal of all our stores, with positive results in
traffic generation. In line with our omnichannel strategy, we opened the first Superama with self-check-out
functionalities and intelligent lockers, in addition to the relaunch of our mobile application to streamline the
purchasing process.

Our goal at Sam’s Club is to continue providing the best omnichannel experience to our members, through
differentiated goods, attractive memberships and the option to pick up items purchased online in all our clubs
or have them home-delivered. We launched our new Sam’s Club Plus membership offering a 2% special
benefit on purchases made, as well as exclusive goods on sale for our members, in addition to all the benefits
of our Benefits membership. We evolved the design of all our clubs, so that we can adapt to our member
needs, in addition we kept on expanding our Member’s Mark products. We had excellent results during E/
Buen Fin, due to successful bets and adequate volume of exclusive items that fit the taste and needs of our
members.

It is worth highlighting the launch of the Hot Days event, the first in its kind in Mexico, during which we
offered appealing prices and an extended catalogue of products both online and in all our physical stores and
clubs throughout the country. This event helped our customers and members to shop the products of their
choice through their preferred channel.

Supported by the good results obtained in Mexico, this year we started the implementation of the Centers of
Excellence Program in Central America, aimed at improving operational execution in our stores by enhancing
standards and routines to drive more loyalty from our customers. By the end of 2018, more than 56% of our
stores operated under this strategy, with very good results. Simultaneously, we continued to strengthen our
price gap measurement methodology, broadening our direct competitor sample in the current and traditional
channels alike, thus reinforcing our price leadership in the region. Also our co-branded credit card, partnering
with solid financial institution in the region, had an excellent performance. Thanks to it, we contributed to
generate additional savings to our customers via available benefits granted by loyalty programs.

Ecosystems

We accelerated innovation to create new ecosystems with shopping solutions to supplement our value
proposition, to meet the market trends in this digital age, thus generating more loyalty among our customers.

One of the key elements to strengthen our omnichannel value proposition was the launch of Cashi Mas que
Efectivo; which is a platform that allows our customers to shop and pay via their cell phones in more than 500
stores of Walmart, Superama and Sam’s Club in Mexico, without the need to have a bank card or cash. Cashi
Mas que Efectivo helps reduce the use of cash in day to day activities and provides the opportunity to pay for
utilities and digital applications. We will continue to work to add more stores and more functionalities,
generating more loyalty from our customers.

As part of the efforts to improve our home delivery service, this year we announced Walmart Inc.’s strategic
agreement to acquire Cornershop platform. Such acquisition is subject to approval from the Antitrust
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Authority. In the meanwhile, we executed a commercial agreement by means of which our customers will
benefit from the same prices we offer in our stores in Mexico City, Guadalajara and Monterrey when they use
that platform.

Lastly, our catalogue continued to expand with more products available to our customers in our Marketplace
walmart.com.mx, enabling us to add an increasing number of commercial partners.

Growth vehicles

As part of our omnichannel approach, and supported by our new way of working, we continued to invest in
the opening of new stores, and revamping of our unit base so that our customers could enjoy a seamless
shopping experience.

We continued to expand our presence in the region; we opened 134 new stores, 100 in Mexico and 34 in
Central America. In the particular case of Bodega Aurrera Express, this year we opened store number 1,000 in
Mexico, reflecting the success of said format value proposition and continuous loyalty from our customers. At
the same time, we started to work with new digital tools to strengthen and make project assessment processes
more agile regarding potential new openings. This represented important savings of work hours in report
generation, and the analysis of market and financial scenarios in the decision-making process.

We remodeled stores in Mexico and in Central America, always seeking to offer a more agile and simple
shopping experience. We enabled specialized areas to pick up merchandise purchased online, both inside and
outside stores. In addition, we integrated eCommerce and customer service counters, where we offer
comprehensive solutions in a personal way, for any shopping option, either in store or through electronic
devices. We kept on equipping our store base with free wireless internet, in order to make our extended
catalogue available online so that our customers can find and buy the product they want through the channel
they want.

We also explored new ways of generating traffic in our stores and clubs, so in 2018 we started a pilot program

with 6 gas stations distributed throughout the country, operated by third parties, aimed at helping our
customers save time and money while shopping with us.
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Capabilities for continuous success

Aware of the business challenges and opportunities that we face for the medium and long term, we
devoted efforts to strengthen and develop key capabilities that will allow us to keep on writing a story of
continuous success and profitability. As a consequence, we accelerated the transformation process of
our company, training our associates, reinforcing our distribution network, and generating operating
efficiencies that translate into higher savings for our customers.
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Two years ago, we started working on our transformation into a digitally-enabled company to be able to
respond to the new trends in a market with increasingly technology-empowered customers and a wider array
of options and assortment of products available to them.

To this end, we started changing our way of working and developing new digital tools to train our associates
in customer-focused processes. Our digital factory evolved and gave way to Zona 18, a business incubator
working as the foundations for the digital transformation and the right execution of our strategy.

Zona 18 comprises four main areas: labs focused on developing digital products (such as recruiting apps for
stores and clubs, an omnichannel logistics brain, purchasing process automation, and virtual assistants for
store associates), a design center in charge of making new experiences and services, an area to manage cross-
functional teams created to work in strategic projects and under an agile methodology, and the Walmart
Laboratoria, which along with external collaborators, helped us create solutions that generate operating
efficiencies and value to our customers.

Supply chain

In 2018, we invested in, and fostered, new ways of working aimed at strengthening our supply chain and
enabling us as a more profitable, efficient omnichannel company which is closer to customers.

We reinforced our presence in Central America with the opening of a new distribution center in Managua,
Nicaragua, and a new agroindustrial plant in Coris, Costa Rica. In parallel, in Mexico we signed an agreement
in April for the construction of a new perishables distribution center in Villahermosa, Tabasco, which will
allow us to service our stores in the region better and to take our value proposition to more customers.

We kept up the development of eCommerce projects to increase our capabilities, reduce shipping costs and
improve our customers’ shopping experience. We also implemented our Omnichannel Shipping Process,
along with Zona 18, to link our eCommerce logistics network to our distribution centers and brick-and-mortar
stores. For the third consecutive year, we were granted the National Logistics Award Galardon Tameme 2018,
after our efforts to develop an omnichannel last-mile fleet.

We were awarded the AEO (Authorized Economic Operator) Certification by the SAT (Tax Administration
Service, per its acronym in Spanish), thus becoming the first self-service company to receive it. This
recognition earns us the position of trusted importer that has such an internal control approach that imported
merchandise is guaranteed to enter our supply chain in an agile, safe and transparent way.

Throughout the year, we moved over 1.2 billion cases, accounting for a 5.5% increase versus the previous
year, and our cases per man-hour productivity indicator had a 5.3% increase in the same period. We traveled
over 306 million kilometers in a total of 963,000 trips across Mexico. Supported by backhaul initiatives, we
completed 282,000 trips and traveled almost 24 million kilometers.

Productivity
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We had another year of important productivity progress in stores, distribution centers and offices, reflected in
a better use of resources, expense reductions, and investments that drive the future of our business.

As of last year, all of our stores and clubs in Mexico started operating under the Centers of Excellence
program, and since the results have been positive, we are encouraged to keep on striving for operating
excellence across all of our units so as to improve our omnichannel shopping experience and generate more
loyalty among our customers. At the end of 2018, over half of our stores in Central America were operating
under this approach and delivering positive results versus 2017.

We supported our store and club associates through new digital programs and tools focused on driving
productivity indicators, such as UPLH (Units per Labor Hour).

We updated our point of sale system to FlexPOS, enabling new payment functionalities such as self-checkout
and the possibility to pay for a wider variety of services that facilitate our Checkout associates work, and
improve our customer shopping experience. Also, this new system help us drive key initiatives, such as the
Sam’s Club Plus membership, and Cashi Mas que Efectivo.

We implemented enhancement programs along with digital tools to successfully reduce the time it took to put
together purchase orders for home delivery services at Walmart and Superama, and monitor the delivery
process from the moment carriers leave the stores to deliver the orders.

We also drove digitization in our company through new work tools and mobile apps for our store associates,
giving them access to all the digital reports and information they need. With this, we streamlined the processes
to follow up on everyday backlog. By digitizing reports, we achieved a reduction of over 100 million printouts
a year.

Our customers/members are always, first

Every day we listen to opinions and needs from customers and members and we strive to improve our
performance.

We have digital tools in 100% of our formats across the region. The purpose of the Customer Experience
Index (CEI) and Member Experience Index (MEI) is to monitor the shopping experience within the units.
These indexes help to improve decision-making and to generate action plans that will ensure the proper
operation of the units, in keeping with customer needs and expectations.

In Central America we changed the methodology and the way of collecting data so as to optimize monthly
costs and measurements. We managed to migrate from face-to-face surveys in our stores with constant
samples and monthly reports, to self-administered surveys with an unlimited number of respondents and
weekly progress. The results have served as a guideline for working on the more relevant opportunities and for
developing programs or initiatives that will improve our customer in-store shopping experiences in the region.
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Maintaining an open and constant dialogue with our customers is of the utmost importance, thus we offer
several communication channels:

Multichannel Contact with customers and members

e Customer Service Line (CAT) customized per business, where customers can schedule a call based on
their needs

e E-mail

e  Online chat

e Social media

Encouraging healthier choices

We have a team specialized in responsible marketing communication, transparency in the nutritional content
of products, as well as in product innovation and improvement of nutritional profiles through sodium, fat and
sugar reductions, among other aspects. We offer products with the health of our customers in mind, and
therefore we increased the offering of healthy products, such as:

e  Gluten free

e  Sugar free

e Low sodium

e Kosher

e Free of trans fat
e Free range

The Consumer Goods Forum is a global organization that brings together main retailers and producers of
massive consumption goods around the world to achieve positive changes in the industry and among its
consumers. Doug McMillon, President and Chief Executive Officer for Walmart, Inc., serves in the Global
Board, and, Enrique Ostal¢, Chairman of the Board of Directors for Walmart de México y Centroamérica,
represents the company in the Latin American region chapter.

As these subjects are so important for the region, we decided that our initial efforts should be centered on
Health and Wellness. Consequently, together with suppliers, who joined this organization, we created a
campaign called Dale un giro saludable a tu vida (Switch to a healthy life), in order to raise awareness among
Costa Rican consumers about conscious shopping decisions that allow them to adopt healthy and balanced life
styles. The Campaign was launched in Costa Rica where several Health Stations were set up in Walmart San
Sebastian

The purpose of this project is to guide consumers so that they can take care of their wellbeing and their

family’s through various tools. During the campaign, consumers were informed on healthy habits and
routines, hand in hand with participating brands.
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In 2019, this event will be held for the first time in Mexico and will be implemented in the other five countries
where we have presence in Central America.

Labeling

When reviewing the product labels for Our Brands, we ensure that the nutrition information complies with all
Mexican National Standards (NOMs) applicable to each product.

In Central America, we offer coaching and develop various tools to check the labels used for operations.
Main requirements for labeling are:

e  Origin of the product or service components
e Contents regarding substances that might have an environmental or social impact
e Instructions for product or service safety

923 labels were validated

153 labeling incidents
e 20 resulting in penalties or fines
e 35 authority actions due to lack of compliance

87 visits from health and consumer protection authorities
Responsible marketing

Compliance consistently offers training to key areas and sends information to all our units on customer
communication guidelines and on comparative advertising.

64 marketing incidents
e 8 resulting in penalties or fines
e 64 resulting in lack of compliance of voluntary codes

Responsible supply chain

One of Walmart de México y Centroamérica objectives is to foster a more inclusive supplier base that leads to
an economic opportunity for people and their families, while driving economic growth. We promote local
productive innovation and development in the region, and are committed to help improve the lives of small
producers through better access to the market, the building of skills and training on business vision.

We also believe that our supply chain should reflect the diversity of our customers and communities around
the world where we live and work.
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Promoting responsible sourcing practices

Walmart is committed to working with suppliers and other stakeholders to make the global value chain more
responsible, and the foundation of our Responsible Sourcing program is our Standards for Suppliers. Our
Standards align to Walmart’s basic beliefs of customer service, respect for the individual, striving for
excellence and acting with integrity. Suppliers, their facilities and agents are expected to comply with these
standards throughout the product value chain.

Among other topacs,

our Standards for Suppliers

require from them

and those who suppsy to them, o

Establishing accountability through audits and other tools

We use detailed third-party audits to evaluate supply-chain standards, including social, safety and
environmental issues. The audits are conducted through a number of internationally-recognized third-party
programs. Audits focus on a variety of issues, including compensation for all hours worked in accordance with
law, voluntary labor practices, observance of working-age laws and standards, non- excessive working hours
consistent with local laws and regulations, and facility health and safety standards.

Suppliers within our audit scope are required to submit audit reports to Walmart and work with their facilities
to remediate identified issues. Facilities are typically re-audited on a schedule set by their chosen third-party
audit program or based on the severity of issues found. Most of the third-party audit programs assign their
own scores or ratings based on the results of the audit, while others operate as certification systems.

Walmart also reviews each audit report submitted by suppliers and assigns it a color rating based on the type
and severity of issues found. Walmart’s review may lead to a facility receiving a lower rating than it would
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have received relying on program scoring alone, particularly where there are indicators of forced labor,
underage labor or unsafe working conditions. This helps suppliers prioritize remediation efforts and provides
Walmart internal teams with a consistent view of value chain performance across audit programs.

All facilities should be reported and be available for audits. If we find a supplier producing merchandise at
non-authorized facilities, or outsourcing them, including those facilities that must be reported, have not, the
supplier may be ineligible for a business relationship with Walmart.

Risk-based audit approach

Not all of these facilities pose the same degree of potential risks to worker safety and well-being. Using the
Worldwide Governance Indicators from the World Bank, we consider factors such as government
effectiveness, rule of law, prevalence of corruption, and government stability to assess the likelihood of
noncompliance in different countries around the world.

Risk-based auditing allocates more resources to facilities located in countries with greater potential risks;
facilities in higher-risk countries are required to submit regular audits, while facilities in lower-risk countries
are audited on a sample basis.

Assessments of audit results, particularly in higher- risk geographies, provide us and our suppliers with
important information to help address potential issues and make a positive impact for workers and
communities.

We believe promoting accountability and continuous improvement throughout our value chain has a positive
impact on the communities where we and our suppliers conduct business; for that reason, our continued
presence in challenging parts of the world is more likely to address potential risks to worker dignity than
would withdrawing our business.
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Investigation and engagement
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In addition to monitoring suppliers’ facilities through audits, Walmart investigates certain alleged violations of
our Standards for Suppliers. Each allegation is reviewed and may be referred to our Responsible Sourcing
Investigations team or other compliance teams within Walmart. In addition, we began a new process in 2017
of direct supplier engagement on issues where a formal investigation may not be warranted. This issue-
response process typically includes a discussion regarding the allegations, a clarification of expectations, and
review, approval, and follow-up with the supplier on a corrective plan.

We believe that staying engaged with suppliers through dialogue and corrective plans can have a more
positive impact on workers than simply abandoning the supplier relationship. However, substantiated findings
may result in consequences for suppliers, facilities or both, up to and including termination of business
relations with Walmart and its subsidiaries.

Empowering workers

We want workers to understand our expectations of suppliers and facility management and to report instances
of noncompliance. In 2017, when we reissued our Standards for Suppliers, we provided an updated series of
posters that suppliers are required to place in their facilities. The posters were available in several languages,
and we will continue to add languages throughout the coming year.

The posters focus primarily on issues of higher risk to workers, including forced labor and trafficking risks,
unsafe working conditions, working hours and wages, and intimidation and discrimination. Workers have
several options for reporting issues of concern, including those directly related to Walmart.

Providing supplier training and resources

Although responsibility for compliance in the supply chain rests with suppliers, we believe we have the
potential to influence the global value chain by leveraging our size and scale. With that in mind, we developed
the Responsible Sourcing Academy Training Portal, which is publicly accessible through Walmart’s corporate

website.

The portal provides suppliers and their facilities with tools and training materials designed to encourage
continuous and sustainable improvement.

The portal features the following:

o Audit guidance
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The portal offers information and training to help suppliers understand and comply with Walmart’s
Responsible Sourcing audit requirements, as well as tools and guidance to help them select the third-
party social compliance program that works best for their business.

e  Global Compliance Guidance Tool
To use this tool, suppliers answer questions about their products— including origin and destination—
and they receive guidance on compliance requirements to initiate or continue doing business with
Walmart. Topics include Responsible Sourcing, Food Safety, Health and Wellness, Product Safety,
Factory Capability and Capacity, and Supply Chain Security.

o  Training information and tools
Walmart maintains a suite of resources that provide suppliers with access to training information and
tools from a variety of sources, including Walmart, Walmart’s approved third-party audit programs,
audit firms and other organizations.

Enabling responsible sourcing

Our merchants play an important role in reinforcing our Standards for Suppliers. For that reason, we
developed a multi-pronged strategy to help integrate responsible sourcing in the business to promote
responsible-sourcing practices.

Embedding responsible sourcing in our markets

Responsible Sourcing business-enablement teams physically sit in our merchandising offices and fulfillment
centers to help integrate responsible sourcing in buying decisions. These teams answer merchants’ questions,
participate with sourcing teams in supplier meetings, and accompany merchants on in-country visits to better
explain regional challenges and best practices. Business-enablement associates discuss business trends and
emerging risks with merchants and bring business intelligence back into the Responsible Sourcing team to
keep the program nimble and relevant to merchandising decisions.

Measuring performance

The Responsible Sourcing team developed supply chain health check reports and key performance indicators
that measure current facility audit performance, supplier history and facility improvements. Business -
enablement teams share these reports with their respective retail-market and fulfillment centers leaders to

encourage sustained improvement.

Future plans for scorecards include new views to focus on specific value chains.
Value chain initiatives
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Supply chain development

Considering that one of our main strengths has to do with our closeness to customers and our local presence,
we have become a development channel for suppliers in all countries where we operate, thus we are a sales,
income and employment driver in the region.

We operate different development platforms based on the nature of those producers who are focused on
sustainability in order for them to have access as suppliers, permanence and growth in the company, and in
other markets.

Our efforts to build a supply chain include the following programs:

Adopt an SME

In Mexico and Central America, Adopta una Pyme (Adopt an SME) supports a group of SMEs so that they
increase their sales and develop operational, financial and logistics capabilities, through the Merchandising

and Supplier Development areas. The program contemplates an array of benefits and obligations for the
participating suppliers, as well as commitments from responsible areas.
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Lending a Helping Hand (Una Mano Para Crecer)

In Central America, this program encourages the addition of new small and medium-sized enterprises to our
supply chain, with strong focus on female economic empowerment.

Benefits:

e Early payment

e Taste testing in points of sale

e Special rates in logistics conditions

e  Monitoring and follow-up on the development of their business

¢  Online managerial training supported by Fundacion para el Desarrollo A.C.
e Customized attention

In addition, we carried out the second SME Congress, were representatives from several countries
participated, highlighting and encouraging the importance of entrepreneurship in the region. We implemented
for the second consecutive year the initiative, Llevate a tu casa lo mejor de tu pais (take home the best of your
country), which promotes our customers knowing, supporting and consuming from SMEs that manufacture
goods locally; stamps are used for their identification.

Tierra Fértil (Fertile Soil)

This program supports direct sourcing in Central America benefiting 560 small and middle-sized agribusiness,
impacting some 4,023 Central American families. A fundamental part of the program is the continuous
training of producers on Good Agricultural Practices (GAP, BPA in Spanish). In 2018 we trained +3,400
farmers, 27% of whom were females, in order to reduce our environmental impact, improve their productivity,
guarantee safety of the goods we buy to increase sales.

In Mexico, rural areas are not very productive, for this reason, farmers migrate to other cities looking for
better opportunities in an effort to earn a living. Agriculture, as a means of living and its potential to produce
and generate development, is very limited vis-a-vis the lack of training, funding and information to access
markets that can transfer the crop value directly to the farmer in an efficient manner. Some 68% of rural areas
in Mexico are in hands of small producers with low productivity, representing 39% of the farming production
in the country and suffer from lack of direct access to consumers, which results in less income due to
intermediation margins.

13% of the workforce belongs to the farming industry - a low share compared to other developing countries.
This share has dropped down significantly from 58% in 1950 to 26% in 1991 largely due to the increasing
competition from imports (particularly of grains) impacting negatively the income of farmers of those specific
Crops.
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As a consequence, we created a productive inclusion model in 2004 to bring small farmers into contact with
buyers, thus eliminating the barriers they face when trying to sell through companies, and paving the way for
buyers to get to know small farmers and buy from them. In 2011, we added the agricultural program, which
has proven to be a great development driver by integrating market and production focus into productive
practices so that farmers can better manage their harvests, improve their agricultural and post-harvest
practices, increase sales and revenues, generate jobs and, most importantly, develop those skills and
competencies that will lead them to envision their own development to open up to new opportunities in this
and other markets, and to grow in consistence with that vision.

To participate in these programs, beneficiaries need to comply with specific requirements regarding their
socioeconomic status. Small farmers participating in the program have an average income level close to the
poverty line and/or have low access to key social rights, such as housing, education, nutrition and social
security.

Small producers de:

Dawsloprment nf s

Manufscturers
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Learned abilities, access to information, working capital and better income lead farmers to trusted growth,
investment and share in new markets, thus allowing them to prefer those markets that have proved loyal to
buying their products and reliable in the formal customers who buy them. With this, they can get the funding

needed to invest and grow.

Our company and its allies have had the opportunity to develop new suppliers of top-quality items who meet
standards and have high fill rates, growth potential and fresher products for our customers, accounting for a
longer shelf life and less shrinkage. We have also had the opportunity to work in a different way, under such
business conditions that allows farmers to have working capital, and buyers to participate in the program and
become more aware of the social impact their business decisions have and of the potential of the program for

development.
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Open and continuous dialogue
Having constant dialogs with our suppliers through various channels is key to our company:

e The Supplier Advisory Board was created 10 years ago and is constituted by 13 companies of all sizes
in Mexico. We use it as a means to exchange ideas and foster best practices aimed at increasing
competitiveness in our companies.

e The supplier survey is an annual, independent assessment tool completed by big, medium and small-
sized suppliers. This survey allows for the identification and evaluation of those key areas that help
increase company efficiency in getting products to our customers.

Building strong communities

The local communities where our stores, clubs and offices are located and where our customers and associates
live are the cornerstone of our business. We support these communities every day by providing our customers
with convenient access to affordable food and other products and by providing our associates with good jobs
and advancement opportunities. To further support and strengthen these communities, we collaborate with
NGOs, draw on our expertise in logistics and enable the engagement of our more than 234,000 associates in
the region.

Our associates are residents, neighbors, friends and relatives in thousands of towns around the world. We aim
to strengthen the communities we serve, not only by providing products, services and jobs through our retail
business, but also by facilitating associate volunteerism, local donations through stores and customers, and
support for strategic diversity and inclusion initiatives. We believe that strengthening local communities
creates a virtuous circle of value for business, as well as society.

Food security

We are working together strengthening and extending the food banks system. We donated food and
merchandise not fit for sale but fit for human consumption from our stores, clubs, offices and distribution
centers.

More than 34,000 tons of food donated to 112 food banks serving over 1,150,000 people in the region.

We fight hunger and are determined to help families who need ready access to nutritious food. To achieve
long-term impact, we aim at changing the whole system.

The charitable food network is only as strong as its infrastructure. We have provided funds for equipment,

trucks and expertise to help organizations, on the front lines of charitable food provision, extend their reach
and impact.
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In Nicaragua, we donated more than 961,000 pesos to Fundaciéon Mana to strengthen the food bank. This
amount was used to buy a truck with carrying capacity of up to 3.5 tons, a refrigerated trailer lined with heat
insulator, and a compressor to be used when carrying both dry and refrigerated products for donation
purposes. Equally, in El Salvador we donated 961,000 pesos to Asociacion Civil Alimentos Solidario to
improve the components of the supply chain of the Food Bank. The funds were used to enhance its
infrastructure, equipment and technological capabilities.

We also contributed to food security in communities living in food poverty by driving the building of
vegetable gardens, farms and rainwater catchment systems. This program fosters sustainable nutrition,
increases in available income, and empowerment of women; and helps build a development platform for
production capabilities.

Volunteerism
In Mexico, it all began in 2003, when Walmart de México Foundation started operating under the main basis
of associates volunteering their work. The time and talent they have devoted have built one of the biggest

corporate volunteer programs in the country, with a solid structure that allows for each store, office, club and
distribution center to build participation opportunities for all associates.
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In Central America, we carried out a regional SME volunteer activity attended by 137 SMEs currently part of
the Lending a Helping Hand program. With the support of 130 field associates, we offered talks and
consultation meetings about legal, tax and business issues, in addition we conducted reviews to participating
SME:s to help them identify areas of opportunity and put in place an action plan.

The volunteer program provides the chance for associates to participate in community support activities,
whereby their talent and time can contribute towards projects to improve the community and the environment.

In Mexico, we devoted our efforts to four regional volunteer activities on environmental care, SMEs support,
nutrition events and our Haz Magia (Do Magic) program. In the latter, we donate toys to children in poverty.

Mexico

86,312 volunteer participations

12,643 from customers and their families

73,669 from associates

2,101 activities carried out to improve public spaces of the communities

Assistance during natural disasters
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Over the past year, many of the communities in which we operate were victims of disasters such as
earthquakes, floods and hurricanes that swept across the region; in every case, Walmart de México y
Centroamérica responded quickly to help local communities that were hit the hardest.

In times of disaster, we made alliances with companies, civil society organizations and government agencies
so as to take humanitarian aid where it was required and thus multiply efforts hand in hand with our
associates, customers and community members.

Due to the company’s infrastructure, the Mexican Red Cross capacity, and the humanitarian aid revolving
funds, we were always able to respond in record time.
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In Guatemala, through our Friendly Hands program, we were in a position to respond immediately by
donating food and personal hygiene products to the Coordinadora Nacional para la Reduccion de Desastres
(National Coordinator for the Reduction of Disasters) to help the victims of Fuego volcano’s eruption.

We donated +192,000 pesos to TECHO Guatemala for the construction of 50 temporary housing modules that
benefitted the victims of such eruption.

15.3 million pesos channeled to 2,641 associates who suffered damages in their houses. Building Works in
alliance with TECHO and country associates.

Ethics and compliance
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We are committed to doing what is right and acting with integrity in everything we do. It is a fundamental part
of who we are and the foundations over which we build our success.

For several years, Walmart has published a summary of our efforts to build and refine our ethics and
compliance program.

This past year we’ve made particular progress in:

e  Our efforts to further improve the safety of our operations
e To implement innovative technologies in our business

e To reduce our corruption risks

e To enable the growth of our eCommerce businesses

We have a dynamic and effective Ethics and Compliance program designed to prevent, detect, and act on any
noncompliance regarding legislation in-force and internal policies and procedures. This program establishes
the guidelines that each and every associate must follow to act correctly and in keeping with the values and
fundamental principles of the company, with the main purpose to be the most trusted omnichannel chain for
our stakeholders.

Since 2014, we have a CECO —Chief Ethics & Compliance Officer— for Mexico and Central America who
oversees a dedicated team made up of over 350 associates in charge of each of the 14 different areas, ranging
from anti-corruption to food safety.

To provide the relevant expertise in each subject area, we designated 14 Global Subject Matter Leaders and
installed Subject Matter Experts for each of the 14 risk areas in each retail market. These Subject Matter
Leaders and Subject Matter Experts work together to identify and coordinate common standards and
procedures, share best practices, provide training, monitoring, and support in their subjects. They report to
their respective CECOs in each business unit.

Finally, in response to a variety of guidelines provided by governments and private agencies, we developed
six basic building blocks of our unified program:

e Leadership

e Risk assessment

e Standards and controls

e  Awareness

e Training

e  Monitoring and response

This process keeps our Ethics & Compliance program agile and responsive as our business and the external
environment change.
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The Ethics and Compliance program
comprises 14 areas:

Antl-corruption Privacy
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Antitrust Protection
Trade Labor &
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Health &
Licenses & Wellness
Permits
Responsible
Sourcing Health
& Safety
_ Food
Emvvirarment Safety
*e .
Anti-Monay Product
Laundering Safety
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Ethics
Ethics Hotline available 24/7

Through your ethical behavior and willingness to speak up for the highest standards, keep the trust of our
customers, each other and our local communities. We believe in Everyday Low Cost and Everyday Low
Prices, but only if accomplished through our everyday integrity.

Our Statement of Ethics is the guide to exemplifying integrity as a Walmart associate, it’s a daily resource for
making honest, fair and objective decisions while operating in compliance with all laws and our policies. This
Statement of Ethics applies to all associates at every level of our organization around the world and all Board
and Committee members. Walmart expects all suppliers, consultants and contractors to act right and in a
consistent manner. Throughout their careers with the company, our associates are provided with different
resources to help them succeed and to promote and recognize ethical choices.

These resources include:

e  Annual training to 100% of our associates
In 2018, we conducted training courses on our Statement of Ethics for over 94,470 hours, for our field
and staff associates, who completed them by 94% and 98% in Mexico, and 95% and 93% in Central
America, respectively.

e  WalmartEthics.com
This website is available in 14 languages and accessible globally. It provides a platform where
stakeholders can ask questions, read our Statement of Ethics, submit ethical concerns and follow up on
previously reported concerns.

e Integrity in Action Award
Our Global Award Program recognizes associates who are role models for integrity or encourage
others to act with integrity. Walmart associates nominate candidates, and the company recognizes the
award winners at our Annual Shareholders’ Meeting.

+94,470 hours in Statement of Ethics training

We are committed to maintaining a work atmosphere that encourages our associates to voice any concerns
regarding possible violations of our Statement of Ethics, and any kind of retaliation against any associate who
presents such concerns is strictly prohibited. Reports can be made through various ways:

e Open Door Communication is the most direct way to voice any situation to a leader through open
communication.

e The Global Ethics Help Line. We have local telephone numbers available that any person can dial to
ask questions or concerns 24/7. This help line is fitted to serve in the local languages of all the markets
where we operate, and is serviced by a non-Walmart affiliated company.

Most reported ethical issues:
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Conflict of interest
Wages and schedules
Failure to report
Harassment
Compliance

Anti-corruption

The anti-corruption program strives to assist the company to achieve the highest standards of integrity in our

business, while also serving as benchmark for the global business marketplace. Walmart’s anti-corruption

program includes:

Global anti-corruption policy and procedures

Our policy prohibits offering, giving, or receiving anything of value to gain an improper benefit for the
company. Our procedures address several anti-corruption risk areas, including third-party due
diligence, business expenditures, donations and sponsorships, licenses and permits, property
acquisitions or lease, government inspections, record keeping, as well as how to report allegations.

Training and communications

Our anti-corruption policies and procedures are communicated to all of our associates. Also, anti-
corruption classroom and online training was provided to 59% of our associates. All of our suppliers
receive communication and training on

anti-corruption policies, and 723 of them took the training again or for the first time in the year.
Anticorruption training is valid for two years. In 2018, we trained 135,573 associates on anti-
corruption. This kind of training is offered to the Board of Directors once a year.

Monitoring and assessment

We conduct an annual risk assessment to identify risks and allocate program resources accordingly.
Our continuous improvement team regularly assesses and enhances the program’s implementation,
providing timely feedback and enabling early identification and remediation of issues. In addition, the
Global Internal Audit team performs periodic, independent audits of our program.

Third-party due diligence
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We use a customized electronic system to screen for and conduct due diligence on third-party
intermediaries who seek to represent us. Our contracts with third-party intermediaries require them to
commit to following our anti-corruption policy. Said process should be renewed at least every other
year. Once approved, the supplier receives training on the Anti-corruption Policy to ensure his
awareness and his adherence to it throughout the duration of his commercial relationship with
Walmart. In 2018, 984 suppliers completed their anti-corruption training, or took it again.

e  Audits of third-party intermediaries
Each year, we proactively audit a sample of our third-party partners based on several factors, including
the risks associated with the region where they operate and the type of service that they provide. This
process allows us to examine the way that third-parties respond to our anticorruption program and
identify areas where we can continue to improve our training and controls.

Health and Safety
Our vision: Be the safest place to shop and work, through our initiative Zero-Accident Mission

We employ over 234,000 associates and serve millions of customers and members and want all of them to go
home safely at the end of the day. Our objective is safety for our associates, customers and operation-related
third parties. We implemented new ways of gathering and analyzing safety data.

This achievement has been possible by launching strategies that allow for higher safety conditions in
operations, both for associates and customers, and reinforcing controls for safe actions and behaviors. We
have SiRI (Incident Report System), a tool we use to design preventative programs aimed at having a zero-
accident Walmart.

Other examples are how we have had guards and safety devices reengineered for production equipment.
Paying attention to the higher links of our value chain, we have transferred the work of cutting meat on the
bone from our stores to the meat plant, so that every day more units get rid of electric saws from our meat
departments.

Another strategy is constant training for associates, and the creation of brigades all across our company, who
participate in constant exercises and general drills in their work areas, such as the Active Breaks in our offices.
Also, 100% of associates are represented by a Health and Safety Committee.

In Mexico, we have achieved the reduction of fire outbreaks started from internal causes by over 10% year on
year, meaning a 27.5% reduction of fire risk within the last three years.

In Central America, we implemented the Zero Accident Mission initiative, following the behavior-based

safety trend. This initiative looks to generate free-accident environments from observation and correction of
unsafe behaviors, mainly focusing on the six main causes of accidents in the region.
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In Central America, the Accident Prevention Program for Dangerous Works is used in the region to prevent
falls during height works, and was expanded this year to the four kinds of dangerous works that we have
identified as the most common in our operations. With this, we reinforced the training provided to 193
suppliers and associates on safety expectations for hot, electrical, height and confined space works.

Our operations in Costa Rica had a successful participation in the Benefit of Standardization of the
Occupational Risks Management System program, which aims to recognize those companies that have
implemented an Occupational Risk Management System to guarantee the total compliance with applicable
laws in the country and best practices to prevent and decrease accidents. Under this process, Walmart Costa
Rica obtained the standardization of the Human Safety Management System.

The commitment of Walmart de México y Centroamérica and its associates to being the safest omnichannel
chain is constant in our daily operations. While these results are encouraging, we continue focusing on safety
of our associates and customers.

Food Safety

Our customers are increasingly interested in knowing the origin, contents and manufacture of the products
they buy.

Our mission is to offer our customers affordable prices and, at the same time, continuously raise the bar for
food quality and safety. Thus, we have the following programs in place:

e Food Fraud program

This program is in place at receiving areas of distribution centers, and stores to make sure that the
products that we merchandise match the specifications on Our Brands packages. This program
includes a risk matrix per kind of product, and any discrepancy will trigger an action based on the risk
level.

75 analyses for the identification of species in meat raw material and ready-to-eat food.
47 analyses to verify integrity of ingredients in Our Brand products (honey, milk, olive oil,
100% natural juices and coffee).
Certificate validation of 364 organic products.
o Certificate validation for alcoholic beverages of 127 products (tequila/mezcal).

e High Five program

Keep it cold, keep it hot
Cook it and cool it

Keep clean, keep healthy
Avoid cross-contamination

0O O O O O

Wash, rinse and sanitize
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These principles are evaluated in our stores on a monthly basis through a system based on regular
measurements and monitoring.

Comprehensive Pest Control program

This program is in place in stores, distribution centers and offices in Mexico and includes crawling
insect, bird and fly controls to avoid any risk of contamination throughout the supply chain, and
indicators to regularly measure compliance and to follow up on those geographical areas considered as
top risk after their flora and fauna.

GFSI (Global Food Safety Initiative) program

This programs contains various recognized certification systems, such as the following:

BRC Global Standards
FSSC22000

SQF

IFS

Primus

GRMS

Global Gap

O O O O O O O

We’re members of the GFSI’s Local Group in Mexico, and all of oursuppliers for Our Brands are
required to get certified under FGSI’s parameters within a reasonable period. Additional to this, our
meat plant in Cuautitlan has earned the SQF Level 2 Certification, which was renewed in June, 2018.

In Central America, we created a training plan for suppliers not having a GFSI certification that
includes free workshops on issues that require strengthening capabilities so as to be able to be eligible
for such certification. In 2018, 50 small, medium and big-size suppliers participated, representing an
investment of over 5.6 million pesos.

Food Safety in Logistics Program

This initiative focuses on relevant issues such as housekeeping, cold chain control, pest control, and
best practices to store products and turn them over properly. This has allowed for our distribution
centers in Central America to comply with operating pest audits, and to improve the control of
operating processes.

Spark Program

This is an electronic system that helps with temperature taking at the point of sale to make sure that

fresh products keep the proper temperature, and thus avoid microbial food spoilage of the items that
we sell, and the resulting foodborne disease outbreaks.
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Environmental

The Environmental Compliance area guarantees the company complies with applicable regulations throughout
all business operations, from the prospecting, design and building of new units, to running them.

In this regard, the necessary controls to meet environmental impact, hazardous and non-hazardous waste
generation, wastewater quality, and air emission obligations have been designed and implemented. In
alignment with the company’s digitization strategy, last year we implemented ENVIANCE, a system used to
follow up on regulatory obligations of environmental programs, and on equipment and facilities that are
relevant for applicable regulation compliance.

We also worked to improve authorized collection services to make sure of waste correct disposal, and to set
up stricter controls aimed at improving the quality of wastewater in hydro-sanitary installations.

In 2018, we had a protected natural areas project in Mexico for Mi Bodega Aurrera Jalpan (impacted area:
0.005355 km2), and a protected species project for Mi Bodega Aurrera Nanacamilpa (impacted area:
0.002924 km?2).

Privacy

The Privacy program aims to comply with every applicable law and regulation regarding personal data
protection, including Walmart internal policies and procedures. We encourage responsible treatment of
associate, customer, member and supplier personal data, through policies, procedures and guidelines
governing the protection processing of the personal information we handle in our day to day operations.

We are transparent in communicating in our privacy notices the use we can give to our customer, member,
associate and supplier personal information, and how we protect it.

We have mechanisms available so that personal data owners make informed decisions on its use, as well as
the means used to exercise their rights of access, rectification, cancellation and objection (ARCO rights)
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We have been assigned with managerial responsibility in relation to personal data protection, where leaders
from different areas are part of a Privacy Committee and meet on a quarterly basis. Such Committee gives us
support for the socialization and awareness of the program within their areas, including important decision
making processes.

We have official channels so that our associates and third parties can report any personal information leak
enabling us to take actions to protect it; we also have in place protocols to react in a fast and efficient manner
when facing personal data leaks including an Incident Response Committee in office, made up by
representatives from different key areas of the organization.

We have not received claims on privacy violation matters and/or the improper release of customer data.
Anti-money Laundering Prevention

At Walmart Mexico we are committed to complying with all applicable Laws and Regulations to prevent,
detect and fight Money Laundering.

We have policies, procedures, guidelines and controls in place in order to prevent and detect any event or
transaction involving illegal origin resources and prevent criminal organizations from using the company as a
means to commit this crime.

We have technological tools, which enable monitoring, analysis and report of potential unusual transactions,
based on risk. We train our associates so that they learn how to identify and report warning signs regarding
potential transactions with illegal origin resources. In addition, we also have official channels for associates
and third parties to report unusual activities; we keep track of our financial services to prevent and detect
transactions with illegal origin resources.

Representatives of different areas are part of an Anti-Money Laundering Committee that meets on a
bimonthly basis to get visibility of the main risks in this regard and make mitigation decisions.

Licenses and Permits

The GLM (Global License Management System) manages the over 20,000 licenses needed to build and
operate our units; this allows us to reduce expiration risks, enables end-to-end traceability of a license,
including applications and payment monitoring of fees for handling such applications.

There are standard procedures that support the License and Permit Compliance Area from the moment the
location process of a new site starts, when an expert evaluates license feasibility before a new project is
approved in order to control the risk of low-feasibility projects. Likewise, for a new construction and
operation project, a License and Permit Committee, made up by experts different from those who manage the
process, analyzes all the documents required and assesses if the project is released or not.
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One of the most important strategies for the 2018 Growth Plan was the implementation of Fast Track BAE
units, Walmart adapts to the commercial space and not the other way around, and that means adapting already
constructed buildings which results in, at least, 50% time reduction in the securement of license processes.

Product Safety

Our goal is to comply with the safety and regulations for products, cosmetics, consumables, apparel, footwear
and general merchandise sold by the company, in order to ensure product safety for our customers.

We have a monitoring protocol in place for high-risk products in our stores and clubs. We require
certifications for high-risk items in our stores and clubs. Similarly, we have different protocols for safety and
quality checks of textile products, for complaint tracking and control, and if necessary, for product recall in
our stores and clubs.

We ensure the quality and adherence to the regulations of the clothing and linen categories sold in different
formats of the company through laboratory tests and inspections at source, distribution centers or stores.

These actions allow us to train suppliers in quality control issues, establish compliance indicators to measure
their behavior in each delivery, and prepare improvement plans.
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Internal audits

Labor and Employment

Our goal is to provide our associates with all rights provided by labor regulations regarding wages and
compensations; benefits; and fair, egalitarian and inclusive treatment. We pursue this goal in order to generate
a positive labor environment and be a company that respects the rights of all our associates and third parties in
our workplaces.

For this end, we have permanent campaigns in all our units to ensure payment of overtime work, and respect
to breaks and schedules, to avoid and prevent harassment, and to have internal regulations for promoters.

Trade
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This program aims at ensuring the compliance with all requirements of foreign trade regulations regarding
imports and exports of the company in order to guarantee securement of permits and certifications, and
payment of taxes stemming from any foreign trade transaction.

Likewise, our program is focused on guaranteeing that our company does not do business nor commercialize
products from countries sanctioned by the OFAC (Office of Foreign Assets Control).

To ensure this does not happen, we have a specific program for imports, we digitally add products, identifying
the country of origin, and we also have a monitoring protocol for exports and customs agents.

We were awarded with the AEO (Authorized Economic Operator) certification granted by the SAT (Mexican
Income Revenue System), and became the first company in this sector to obtain this distinction. Such
certification is aimed at strengthening the security of foreign trade logistics chains in companies, by
implementing internationally approved minimum standards in terms of security. This recognition of the
authorities positioned our company as a reliable importer, because it has an internal control system strong
enough so as to guarantee that merchandise is safely and transparently imported.

Antitrust

We comply with the Mexican Antitrust Commission Law by establishing controls to avoid antitrust practices
or behaviors, thus guaranteeing the best value proposition to our customers and members alike.

As part of our main controls to achieve this purpose, we have put in place guidelines and rules of behavior, as
well as campaigns for Merchandising areas to ensure that negotiations and/or any other kind of contact with
suppliers or competitors comply with regulations regarding antitrust issues.

As aresult of the aforementioned, we have not incurred in antitrust practices or against free competition.
Consumer Protection

This program seeks to ensure that our customers and members receive clear and proper information regarding
the goods we carry, in order to contribute to the best shopping decision process through controls that
guarantee promotions, prices, labeling and features of our goods. In order to accomplish this, we conduct an
exhaustive yearly communication and training program for our store, club and staff associates in charge of
developing advertising or promotions, so as to make sure that they’re clear, accurate, and in adherence to the
requirements of the applicable regulation.

This includes specific rules per category of products having specific standards, such as alcoholic beverages,
cigarettes, baby formula and medicine. Also, we trained new and transferred associates, and Merchandising
and Replenishment trainees, on key issues on consumer protection that are relevant for their jobs, such as
prices, promotions, labeling and supply. Consumer Protection has a communication program available for
staff and field associates to constantly reinforce rules and best practices and thus avoid penalties from the
government and assure satisfied customers.
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We have put in place a scale calibration program in all our stores, as well as product return procedures, with
the purpose of complying with applicable laws, and generating satisfactory shopping experiences.

We have implemented a Trust and Safety program for our eCommerce platforms in order to verify that
product information is correct and avoid selling products prohibited by applicable regulations or internal
company policies, such as offensive products (discriminatory ones or with inappropriate language).

Walmart de México y Centroamérica’s Statement on Human Rights
Our business and values

The purpose of Walmart de México y Centroamérica is to save people money and help them live better. We
achieve our purpose through our associates, and recognize that they make the difference. Through our
business, we provide customers with convenient access to affordable products and services, contribute to the
communities that we serve, create career opportunities, and provide opportunities for suppliers to grow their
businesses that, in turn, employ others.

Walmart de México y Centroamérica respects human rights, and our work is guided by our values:

e Service to our customers
e Respect for the individual
e  Strive for excellence

e  Act with integrity

We engage in diverse business activities across the globe, with more than two million full-time and part-time
associates from a variety of ethnicities, orientations, backgrounds and life experiences. Our associates are also
members of thousands of local communities around the world. We endeavor to act in an ethical and
responsible manner and have policies and procedures in place, which guide our decisions and behaviors.

Our associate base is large, our supply chain includes thousands of suppliers and we serve millions of
customers in communities around the world through our store and online presence. We are mindful that many
adverse human rights risks are complex and can be the result of systemic issues, making it challenging for any
single organization to have an impact. When it comes to addressing these human rights issues, we seek to go
beyond our own policies and procedures by working collaboratively with other stakeholders to inform our
approach and identify root causes; sharing our work with others; and using our leverage to help drive positive
change.

We identify our salient human right priorities based on the relevance to our company purpose, key categories
and markets; the scale and severity of the potential human rights risks; and the company capability to make
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the difference. Our response to human rights issues is informed by international instruments including, but not
limited to, the United Nations Universal Declaration of Human Rights, the International Labor Organization’s
1998 Declaration on Fundamental Principles and Rights at Work and the United Nations Guiding Principles
on Business and Human Rights. We have also taken into consideration input from relevant internal and
external stakeholders and experts.

This statement describes Walmart’s approach to human rights in all aspects of our operations globally,
including all associates at all levels of the organization.

A Foundation for Compliance

Governments have the responsibility to protect and uphold human rights of their citizens. Walmart respects
those human rights and complies with the laws of the countries where we operate. We expect our associates,
suppliers, contractors and others within our sphere of influence to act accordingly.

We respect the basic rights of workers as those rights are defined under applicable law in the countries where
we operate and from which we source the products we sell. Those basic rights include freedom of association
and the effective recognition of the right to collective bargaining, the elimination of all forms of forced labor,
the effective abolition of underage labor and the elimination of discrimination in respect to employment and
occupation.

Our Values in Action
Service to the Customer

Our customers are the reason we are in business. We strive to meet and exceed their expectations by providing
safer, more affordable, more accessible, healthier and more sustainable goods and services.

Respect for the Individual
We believe in treating all people with respect, whether they are co-workers, suppliers, customers or any
person doing business with us. This means treating one another with fairness and dignity in all our interactions

in the workplace and as members of society. We also seek and embrace differences in people, ideas and
experiences.

We recognize there are different views about freedom of association. Our view is, consistent with applicable
law; Walmart de México y Centroamérica respects the rights of associates to join, form or not an employee
association or trade union of their choice without interference. Associates should exercise these rights in an
informed manner, based on a thoughtful consideration and available information. In the exercise of these
rights, we believe in the free exchange of ideas, opinions and information, provided there is no interference.

54 of 182



Ticker: WALMEX Date: 2018-12-31

Strive for Excellence

Sam Walton, founder of Walmart, wanted his company to be a force for good, so we seek to use our scale,
capabilities and influence to help people and surrounding communities. This spirit is an important component
for how we engage on human rights topics to drive meaningful change. We find this approach not only
mitigates risk—it can also generate significant, lasting value for our business and for society.

Act with Integrity
Acting with integrity guides how we approach our work on human rights. To implement this work, we:

e Assess, on an ongoing basis, potential adverse human rights impacts, the severity of the potential
impact, and the relevant processes in place;

e Integrate relevant findings into policies and procedures, based on assessments;

e  Track progress as part of Walmart de México y Centroamérica efforts to continuously improve;

e Communicate with relevant internal and external stakeholders to help shape and inform our work and
priorities; and

e  Adjust our human rights priorities, as needed.

While there exist a variety of mechanisms—including those offered by governments—to raise and address
actual or perceived human rights concerns, Walmart de México y Centroamérica also has developed its own
grievance mechanisms to enable workers, customers, workers in the supply chain, communities where we
operate and other stakeholders to be heard and be given proper consideration. These mechanisms include, but
are not limited to, our anonymous ethics hotlines and our longstanding Open Door

Communications Policy for associates, and the internal structures that support resolution of each issue raised.
We encourage stakeholders to raise their concerns and to report activities they suspect may contravene the
values and positions we express in this statement or any Walmart policy. We will not retaliate against any
party for raising concerns in good faith.

We seek to be transparent about our human rights efforts and we periodically provide additional details and
priorities, through our Global Responsibility Report or similar means. The work is overseen by company
executives, led by cross-functional teams, relying upon existing or new standards, programs, practices,
training and reports.

Our Statement of Ethics articulates how we promote our culture of integrity across the company, which is the
foundation of our approach to human rights. Our work to address social issues in the supply chain of goods for
resale is based on our Standards for

Suppliers. Our Diversity & Inclusion website lays out how we build an inclusive workplace culture where
every associate feels empowered to bring their authentic selves to work every day.

Walmart de México y Centroamérica abides by this Statement on Human Rights, strengthening its

commitment to doing the right thing and to acting with integrity in everything we do. This is the foundation of
what we are and on which we build our success.
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WALMEX in the stock market

Walmart de México y Centroamérica (WALMEX) is listed in the Mexican Stock Exchange since 1977. It is
one of the most important companies in the Mexican Stock Exchange index and in capitalization value. Its
market value as of December 31, 2018 was 872.5 billion pesos, represented by 17,461 million shares.

Wal-Mart Inc., through one of its subsidiaries (Intersalt, S. de R.L. de C.V.), is the majority shareholder of
Wal-Mart de México S.A.B. de C.V. and as of December 31, 2018, its equity interest represented 70.51% of
the capital stock.

Top ten companies in the MSE

Million
pesos
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Total
Market revenues
Stock symbol  capitalization 2018 Employees
1.  América Movil Ps.
AMX 922,506 Ps. 1,020,820 189,447
2.  Walmart de México y
Centroamérica WALMEX 872,526 616,910 234,431
3.  Fomento Econdémico Mexicano FEMSA 603,754 469,744 125,821
4. Grupo Financiero Banorte GFNORTE 276,178 166,650 30,538
5. Coca-Cola FEMSA KOF 250,310 182,342 35,014
6.  Grupo Elektra ELEKTRA 217,670 103,522 82,668
7. Arca Continental AC 193,146 158,953 38,010
8.  Grupo Financiero Inbursa GFINBUR 188,610 63,468 11,400
9. Grupo Bimbo CEMEX 182,932 288,266 31,272
10. El Puerto de Liverpool LIVEPOL 169,345 135,535 74,989

*Source: Mexican Stock Exchange (MSE), Bloomberg and corporate websites. Figures as of December 31, 2018.

Risk factor's:

The risks described herein could have a material and adverse effect on our business, our business results, our
financial standing and liquidity. They are not the only risks we face. Our business operations could also be
affected by additional factors that apply to all the companies operating in Mexico and around the world, in
addition to risks yet unknown that may arise and affect our operations.

Both domestic and international macroeconomic factors that could adversely affect our financial
performance
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The overall economic conditions, both global and in one or more countries where we operate, could have an
adverse effect on our financial performance. In Mexico and Central America the list includes stock market
fluctuations, volatility in the price of our shares, increases in interest rates, in the costs for fuel and other
energy sources, the plummeting of the real estate market, inflation/deflation, rising costs for basic services,
higher unemployment rates, reduced income for consumers, consumer credit restrictions, greater consumer
indebtedness, exchange rate fluctuations, higher tax rates, new taxes, changes to tax legislation, other
regulatory changes, economic slowdowns, and other economic factors could adversely affect consumer
demand for the products and services offered in all our formats and markets where we operate, with the
possibility of over demand or excess supply. The aforementioned conditions could have an adverse effect on
our gross margins, sales costs, inventory sell-thru, and markdown policies.

The factors that could affect our operations could also have repercussions on the operations and economic
performance of our suppliers, both in Mexico as well as Central America. Said factors could possibly lead to
cost increases for the products we sell our customers or, even worse, could cause problems for certain
suppliers, making them unable to provide us with the volumes needed in our units.

Our current commercial strategy may not identify and respond effectively to consumer trends in a
timely manner, whether involving physical retail, eCommerce retail or a combination of retail
offerings, which could negatively affect our relationship with our customer, the demand for our
products and services, and our market share

It is difficult to predict consistently and successfully the products and services our customer will demand. The
success of our business depends in part on how accurately we predict consumer demand, availability of
merchandise, the related impact on the demand for existing products and the competitive environment,
whether for customers purchasing products at our stores and clubs, through our eCommerce businesses or
through the combination of both retail offerings. A critical piece of identifying consumer preferences involves
price transparency, assortment of products, customer experience and convenience. These factors are of
primary importance to customers and they continue to increase in importance, particularly as a result of digital
tools and social media available to consumers and the choices available to consumers for purchasing products
online, at physical locations or through a combination of both retail offerings.

Failure to timely identify or effectively respond to changing consumer tastes, preferences (including key
factors described above) and spending patterns, whether for our physical retail offerings, eCommerce
offerings or through a combination of these retail offerings, could negatively affect our relationship with our
customers, the demand for our products and services and our market share.

Failure to successfully execute our omni-channel strategy and the cost of our increasing
eCommerce investments may materially adversely affect our market position, net sales and
financial performance.

The retail business is rapidly evolving and consumers are increasingly embracing shopping digitally. As a

result, the portion of total consumer expenditures with retailers and wholesale clubs occurring through digital
platforms is increasing and the pace of this increase could accelerate.
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Our strategy, which includes investments in eCommerce, technology, store openings, remodels and other
customer initiatives may not adequately or effectively allow us to grow our eCommerce business, increase
comparable store sales, maintain or grow our overall market position or otherwise offset the impact on the
growth of our business of a moderated pace of new store and club openings. The success of this strategy will
depend in large measure on our ability to build and deliver a seamless omni-channel shopping experience and
is further subject to the risks we face. As a result, our market position, net sales and financial performance
could be adversely affected, which could also result in impairment charges to intangible assets or other long-
lived assets. In addition, a greater concentration of eCommerce sales could result in a reduction in the amount
of traffic in our stores and clubs, which would, in turn, reduce the opportunities for cross-store or cross-club
sales of merchandise that such traffic creates and could reduce our sales within our stores and clubs and
materially adversely affect our financial performance.

Furthermore, the cost of certain eCommerce and technology investments, including any operating losses
incurred will adversely impact our financial performance in the short-term and may adversely impact our
financial performance over the longer term.

If we are not sufficiently able to properly manage our trademarks, it could affect our image,
operations and financial performance

All commercial names for our different business formats -both in Mexico and in Central America- and all the
commercial notices used in the advertising of our different private labels found on labels and products are
duly registered by Wal-Mart de México, S.A.B. de C.V., and other companies of the group, rights that are
used directly by the holders of the same and by the companies operating the different business formats under
indefinite licensing and/or sublicensing agreements. Registered trademarks belonging to third parties are also
used in Mexico, for which there are licensing agreements executed so as to guarantee the legal use of the same
and to comply with applicable legislation regarding the subject of brands. Said property rights are protected
and in use, pursuant to applicable legislation on brands and copyrights. The legal and proper use of the
aforementioned copyrights is of crucial importance to the company, any violation of the same could generate
harmful effects to our prestige, corporate wealth, and financial performance.
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Delays and/or commercial expansion obstacles for our operations could affect our financial
performance

In both Mexico and the Central American nations where we operate, our capacity to open new units, perform
remodels, and relocate existing units depend largely on our ability to identify, hire and retain qualified
personnel and on our capacity to locate, lease and/or acquire sites with acceptable terms. Compliance with
municipal, state and federal legislation can affect and/or delay commercial expansion processes. Adherence to
zoning and construction regulations, in addition to local opposition to the building of certain units at specific
sites can affect our ability of opening new units, converting existing units to new formats, and/or relocating
and expanding units in certain cities and states. Our growth opportunities could be limited by increases in real
estate prices and construction/development costs. If we are kept from opening new units in our different
formats, our financial performance, growth in net sales, and our operating income could be adversely affected.
Moreover, if consumers in the markets where we expand our business are not receptive to our value
proposition and to our self-service, club and apparel store concepts, or do not want us in their communities,
then our financial performance could suffer.

Access to certain types of product and service suppliers could limit our ability to increase the number of units
or to expand our selection of products in existing units in certain regions, particularly markets with consumers
wanting to buy locally-produced goods. In addition, cultural differences in certain regions where we operate,
or where we expand our self-service units and clubs could impact those consumers unable to respond as
positively to our commercial proposition as we would have expected, thus potentially affecting our financial
performance.

We may be unable to continue to identify suitable acquisition candidates at acceptable prices and may not be
successful in completing the acquisition of any such candidate identified.

Although we ultimately believe we will be able to successfully integrate any newly acquired operations into
our existing operations, no certainty exists that future acquisitions o alliances will be successfully integrated
into our operations or can be successfully integrated in a reasonable time. Our failure to identify appropriate
candidates for acquisition or alliances or to integrate effectively future acquisitions and alliances into our
existing operations could adversely affect our growth and our future financial performance.

The inability to attract and retain qualified associated, changed to laws and labor matters could
have an adverse effect on our financial performance

The capacity to continue expanding our operations hinges on our ability to attract and retain a growing
number of qualified associates. The capacity to cover our needs for labor, including our ability to find talent to
cover vacant positions in our existing stores, clubs and distribution centers while maintaining the nominal
structure and other controlled labor-related costs are generally contingent on numerous external factors,
including the availability of a sufficient number of qualified people within the set of the economically active
population in the markets where we operate —labor force-, unemployment levels, salary levels in effect,
changes in the demography, health and other related insurance costs, the implementation of new and/or
amended labor laws, and applicable regulations. If we are incapable of identifying, attracting and retaining
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talent, if labor and related costs increase significantly or if new and/or amended labor and labor safety laws
and regulations are adopted or enforced, our labor performance could be adversely affected.

We face fierce competition from existing and/or new market players (whether through physical
retail, eCommerce retail or through a combination of both offers), which could have an adverse
effect on our financial performance

The retail and club sectors are highly competitive. Each one of our business segments competes for customers,
employees, store sites, products, services and in other important aspects of its business with many other local,
regional and international market players, which could increase in the future. Our competitors consist of
companies from the retail, price club and apparel store sectors. They operate discount, department, pharmacy,
single-price, convenience, specialty, supermarket, hypermart, price club, eCommerce and catalog segments.
These operators compete in a variety of ways including merchandise assortment and availability, by offering
added-value services, location site, operating hours and price. Our ability to respond effectively to these
competitive pressures, the arrival of new market players, and changes in the retail and club sectors could
affect our financial performance.

Risks associated with suppliers providing products and the safety of said products could adversely
affect our financial performance

The products we sell are sourced from a variety of national and international suppliers. The supply of products
we sell is an important factor for our financial performance.

All our suppliers must comply with applicable legislation, including labor, safety and environmental laws;
they must also be certified regarding compliance with our quality and performance standards. Our ability to
find qualified suppliers who meet our standards and who can access products efficiently and in time
constitutes a significant challenge, especially in the case of suppliers and products sourced outside of Mexico
and Central America. Political and economic instability in countries where our suppliers are located, financial
instability, the inability to meet our quality and performance standards, access and availability of raw
materials, merchandise quality issues, exchange rates, transportation availability, costs, and safety, inflation
rates, and other factors related to suppliers and the countries where they are located are factors outside of our
control.

In addition, regulations governing foreign trade, tariffs and other taxes on imported goods, commercial
sanctions applied in certain countries, limitations regarding the importing of certain types of goods, or goods
containing specific materials from certain counties, and other factors related to foreign trade are all beyond
our control. These and other factors affecting our suppliers and the access we may have to products could
adversely affect our financial performance.

Our customers trust that we will offer safe products. Therefore, matters concerning food safety and safe non-
food products that we later sell could lead customer refusal to purchase certain products in our units, or that
they seek out other alternatives to meet their food and non-food needs, especially if the entire matter is out of
our control. Any loss of customer confidence could prove difficult and costly to regain. Therefore, any matter
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pertaining to the safety of food and non-food products sold by us —regardless of the cause- could have a
negative impact on our financial performance.

Changes in government regulations.

The Company is exposed to the changes in different laws and regulations in Mexico, which, after becoming
effective, could affect the Company’s operating results, such as an impact on sales, expenses for payroll
indirect taxes and changes in applicable rates. Currently, the level of scrutiny and discretion by the tax
authorities has greatly increased. Mexican legal courts have changed their position favoring the authorities
with respect to ignoring violations of form and procedure.

Our operations outside Mexico make us susceptible to legislative, judicial, accounting, regulatory,
political, economic and environmental risks and conditions specific to the countries in which we
operate, which could adversely affect our financial performance.

As a result of our expansion in Central America, our operating results could become affected by a variety of
factors, many of which are out of our control. These include political conditions and/or instability, economic
conditions, legal and regulatory limitations, money laundering prohibitory laws and regulations, commerce
policies, exchange rate regulations, or any other similar matter in any of the countries where we currently
operate and/or those situations or events which could affect us on an international level. Our future operating
results in the countries where we operate could be negatively affected by a variety of factors, most of which
are beyond our control. Exchange rate fluctuations can impact costs and future cash flows for our operations
in Central America, which could then adversely affect our financial performance.

On the other hand, the economies for certain countries where we operate in Central America have, in the past,
undergone high inflation rates and the devaluation of their currency, which if it happens again, could have a
negative effect on our financial development. Other factors that could impact our operations in Central
America include foreign trade, monetary and tax policies in Mexico and in other countries; laws, regulations
and other foreign government activities; agencies and similar organizations and risks associated with having
diverse installations located in countries which historically have been less stable than Mexico. Additional risks
inherent to our operation generally include such things as the costs and difficulties of managing international
operations, the consequences for adverse taxes and greater difficulty for having complied with intellectual
property rights in countries other than Mexico. The range of risks inherent to doing business in Mexico
generally exist when running commercial operations outside the country, and these may increase due to the
difficulties of doing business in different venues due to cultural, legal and regulatory differences.
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Both in Mexico and in the Central American nations where we operate there is the risk that our associates,
contractors or agents, in violation of our policies, could conduct practices forbidden by Mexican and Central
American laws and regulations. We maintain policies that prohibit such business practices and we have
implemented anticorruption regulatory compliance programs designed to ensure full adherence to these laws
and regulations.

Nevertheless, we are subject to the risk that one or more associates, contractors or agents could perform
business transaction that are forbidden under our policies, violating our regulatory compliance programs and
therefore, violating said laws and regulations. Any infringement, even of our internal policies, could adversely
affect our financial performance.

Natural disasters, climate changes and geopolitical events could adversely affect our financial
performance

One or more natural, environmental and/or accidental disasters such as hurricanes, cyclones, typhoons,
tropical storms, flooding, earthquakes, and droughts, or things such as geopolitical events like civil uprisings
or terrorist attacks in any of the countries where we operate or in any country where our suppliers are located
could have a negative impact on our operations and financial performance.

Said events could cause physical damages and/or partial or total losses to one or more of our properties; the
closing of one or more of our units of any type due to the lack of an adequate labor force in any given market;
to the incapacity of our customers and associates of using means of transportation to the units directly affected
by any such event; to the evacuation of the population located where our operating units are situated; to the
change in consumer habits and in available income for shopping for the duration of the any of the
aforementioned events, and/or definitive out-of-stock for products provided by suppliers both national and
international; to the impact on the transportation of the imported goods; to lack of supplies or delays in
product deliveries to our distribution centers, units or facilities; to the loss of communication with our stores.
These events and the ensuing impact could alter and affect our operations in the areas where said events may
have taken place and could adversely affect our financial performance.

We could be subject to liabilities, penalizations, and other sanctions and adverse consequences
stemming from our ongoing investigations

The company is an indirect subsidiary of Walmart Inc., who owns approximately 70% of the representative
shares of its owner’s equity and voting rights, with the possibility of appointing the majority of the members
of the Board of Directors. The remainder its shares trade publicly on the Mexican Stock Exchange and, as far
as we know, no shareholder with the exception of Walmart Inc., and its related companies own more than 2%
of shares in circulation.

Walmart Inc. must comply with a wide range of laws and regulations in the United States of America and in
the countries where we operate, including but not limited to the FCPA —the U.S. Foreign Corrupt Practices
Act.
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As was publicly announced on April 23, 2012, Walmart Inc. is under investigation pursuant to the FCPA, by
the Department of Justice and by the United States Foreign Exchange Commission, due to revelations made to
said agencies in November 2011.

Walmart Inc. is voluntarily conducting a global review of its policies, practices, and internal controls
regarding FCPA compliance, with the purpose of strengthening its anticorruption program through
implementation of measures to prevent corruption. Our company is part of said global review and
strengthening of programs.

In the USA, claims have been filed regarding matters under investigation by shareholders of Walmart Inc.
against said company, its current Directors, certain former Directors, and some of the current and former
officers of the company.

The Audit and Corporate Practices committees and the Board of Directors have been informed of these
matters, and its independent Directors have unanimously voted to continue cooperating with Walmart Inc.,
and with the Mexican and American agencies conducting these investigations.

In the best interest of the company and all its shareholders, the company cooperates with the independent
investigation into alleged corrupt practices that the Audit Committee for Walmart Inc., is conducting of some
of its subsidiaries outside the US, including the company. It is also cooperating with investigations initiated by
Mexican authorities regarding this subject. As a result, the company could be exposed to a series of
consequences stemming from these investigations and which could affect our business and its future financial
performance.

We could be exposed to a series of consequences stemming from these matters. One or more measures by the
authorities could be enforced related to the subject of the current investigations underway, and said measures,
if the case, could lead to trials, out-of-court agreements, fines, penalizations, preliminary injunctions,
discontinuances, dismissals and other legal actions and/or consequences. At this juncture we are unable to
predict the outcome or impact of the government investigations, lawsuits by shareholders, or of our own
investigations and reviews. These investigations could require the involvement of certain members of our top
management, possibly affecting the time available to perform duties and functions required of their respective
positions. We also estimate that the media and the government will continue interested in the case, to include
additional newspaper articles that could impact the perception of our role as a company, vis-a-vis certain
audiences.

We continue with our processes to face and respond to the government investigations. Despite current

estimates that these matters will not have a material adverse effect on our business, we cannot ensure that
these issues will not in some way considerably affect our business in the future.

64 of 182



Ticker: ~ WALMEX Date: 2018-12-31

If the technology-based systems that provide the capacity to our customers of making online
purchases of merchandise do not work efficiently, our operating results as well as our capacity to
grow within the eCommerce segment could be adversely affected

A certain portion of our customers shop via our eCommerce sites, which in turn are part of an omnichannel
sales strategy. Increasingly more customers are using computers, tablets, smart phones and other devices to
shop from us and our competitors online, and to compare offerings. Therefore, any failure by us in providing
the necessary technological interfaces in our eCommerce programs, including user-friendly software for smart
phones, tablets and other devices could place us in a disadvantageous position vis-a-vis our competitors, with
the resulting loss in online sales, damage to our reputation with our customers, negative impacts on our
eCommerce business, and also negatively affecting the results of our operations.

Any incident related to the security of the information we have on our customers, associates and
suppliers, stemming from the activity of hackers, could damage our reputation and lead to very
high additional costs, make us susceptible to lawsuits, and possibly affect our operations

Much like the majority of commercial sector companies, we obtain information on our customers, associates,
and suppliers. In addition, our online commercial operations via our websites depend on the safe conveyance
of confidential information through public networks, including information on electronic payments. Each
year, hackers make countless attempts at accessing data stored in our information systems.

We have considerable security measures to protect against and prevent unauthorized access to said data.
Nevertheless, it is possible that some form of hacking —new methods are rapidly evolving and becoming
increasingly sophisticated- may exceed our security measures in the future and manage to obtain personal data
that we have on our customers, associates and suppliers. An infiltration of this type could adversely affect our
reputation with our customers, associates, and suppliers and also affect our operations, our financial standing
and liquidity, leading to possible litigation against us or the imposing of sanctions.

What is more, a security violation could require the further investment of a considerable amount of resources
to improve security measures employed in safeguarding such sensitive information against hackers and any
other attempt at accessing the same, thus interrupting our operations, especially our online sales.

As a retailer who accepts debit and credit cards for payment, we are subject to compliance with guidelines and
standards with regard to security surrounding the physical and electronic storage, processing and transmission
of individual cardholder data.

Despite our compliance with these standards and other information security measures, we cannot be certain
that all of our information technology systems are able to prevent, contain or detect any cyberattacks, cyber
terrorism, or security breaches from known malware or malware that may be developed in the future. To the
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extent that any disruption results in the loss, damage or misappropriation of information, we may be materially
adversely affected by claims from customers, financial institutions, regulatory authorities, payment card
associations and others. In addition, the cost of complying with stricter privacy and information security laws
and standards could be significant to us.

We are highly dependent on computer systems to process transactions, consolidate results and
manage our business. Any interruptions to our primary and backup systems could damage our
capacity to manage the business

Despite having primary and backup computer systems that are independent, sufficient and physically separate,
given the number of individual transactions we have each year it is critical to maintain the seamless operation
of our computer systems. Said systems, including backups, are subject to damage or interruption due to cuts in
the power supply, computer and telecommunication failures, viruses, security violations —from hackers and
sophisticated organizations- catastrophic events such as fires, tornados, earthquakes, hurricanes, and incorrect
use by our associates. If our computer and backup systems are damaged, violated or no longer work properly,
we will be forced to invest heavily in the necessary repairs or replacements, leading to temporary interruptions
in our operations. Any interruption in either the computer or backup systems could have considerable negative
effects on our business and our operating results. The risk of interruption increases when significant changes
to the systems are conducted; however, we feel our processes and management changes would mitigate this
risk. If we fail in the integration of our systems and computer processes, we could fail to achieve the savings
that are expected to stem from said initiatives.

Other values:

Walmart de México y Centroamérica with its sponsored level 1 ADR program that has Bank of New York as
depositary bank is one of the three first international issuers to trade in “International OTCQX Market Tier”
(www.otcgx.com).

The “International OTCQX Market Tier” recognizes the companies that have ADRs trading in the Over the
Counter market in the U.S., who distinguished themselves by providing credible information to investors, and
meet the financial qualifications of the NYSE listing standards. Among the main benefits is the electronic
quotation and trading system, and an online financial information system.

Walmart de México y Centroamérica has complied, in the last three fiscal periods, in form and time with the
requirements of Mexican and foreign legislations regarding relevant matters and periodical information such
as quarterly and yearly reports on results.
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Significant changes to the rights of securities registered:

This element does not apply to Walmex.

Use of proceeds, if any.:

This element does not apply to Walmex.

Public documents:

Copies from this report as well as from the following documents are available to the investor public at large,
through the MSE website, www.bmv.com.mx, and Walmart de México y Centroamérica’s website,

www.walmartmexicoycam.com.mx and Investor Relations website www.walmex.mx:

o Annual report — MSE format
. Notification of relevant events
. Monthly sales report

. Quarterly report on results: Consolidated Financial Statements (Financial Statements compared against the same quarter
of the previous year)

. Annual Report, including the Consolidated and Audited Financial Statements for the latest fiscal periods, as well as a
comparison of the previous period.

. Annual Report is based on the methodology used in Global Reporting Initiative (GRI).
. Code of Corporate Best Practices.

° Corporate bylaws.

Moreover, copies of this report can be provided via:
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Pilar de la Garza Fernandez del Valle
Investor Relations
pilar.de@walmart.com

+52 55 5283-0289

Date:

2018-12-31
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[417000-N] La emisora

History and development of the issuer:

1958 The first Aurrera store was opened to the public in Mexico City.

1960 Superama begins operations.

1964 Vips begins operations.

1965 On October 25, the company is formed in Mexico City under the name Compaiiia Mexicana de
Desarrollo Internacional, S.A., with a duration of 50 years.

1968 The company changes its name to Midco, S.A.

1970 Suburbia and Bodega Aurrera initiate operations.

1973 The company changes its name to Aurrera, S.A.

1977 Company shares were first traded in the Mexican Stock Exchange. Its stock symbol was AURRERA.

1982 Corporate conversion to Aurrera, S.A. de C.V.

1986 The company changes its name to Cifra, S.A. de C.V. (Cifra).

1991 A joint venture agreement is signed with Wal-Mart Stores, Inc. (50%-50%) to open Sam’s Club in
Mexico. The first club opened its doors in December of the same year.

1992 Joining the agreement are the new Aurrera, Bodega Aurrera and Superama units, in addition to the
Walmart Supercenters. With this purpose in mind, two companies are created: Cifra-Mart and
WMHCM, of which Cifra owns 50% and Wal-Mart Stores, Inc., the other 50%. Cifra keeps 100% of
its units opened prior to May 1992.

1993 The duration of the company is extended 99 years, starting March 8, 1993.

1993 Walmart Supercenter initiates operations.

1994 The new Suburbia and Vips units are incorporated into the agreement.

1997 The joint venture companies merge into Cifra. Wal-Mart Stores Inc. makes a public tender offer in the
Mexican Stock Exchange acquiring control of the Company. Cifra remains a public company that
operates all the businesses in Mexico (Bodega Aurrera, Walmart Supercenter, Aurrera, Sam’s Club,
Superama, Suburbia and Vips).

2000 The General Shareholders’ Assembly approves the change in name from Cifra, S.A. de C.V., to Wal-
Mart de México, S.A. de C.V. Its stock symbol is WALMEX.

2001 All Aurrera stores are converted to either Walmart Supercenter or Bodega Aurrera.

2004 Our Shareholders’ Assembly granted voting rights to holders of Series “C” shares, and converted them
to Series “V”. The conversion was par value, that is, a Series “V” share for each share of Series “C”.
All capital stock for Walmart de México is represented by a single series, thus giving all shareholders
equal voting rights.

2006 The General Shareholders’ Assembly approved the official name change from Wal-Mart de México,
S.A. de C.V. to Wal-Mart de México, S.A.B. de C.V., its current official name.
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The Ministry of Finance and Public Credit grants the Company the authorization for the incorporation

of Banco Wal-Mart de México Adelante, S.A.

2007 Walmart Bank begins operations.

2009 Approval of the acquisition of 100% of Walmart Centroamérica’s operation, the leading retailer in the

region in Guatemala, El Salvador, Honduras, Nicaragua and Costa Rica.

2010 On February 15, the acquisition of Walmart Centroamérica was completed, changing the commercial

brand name to Walmart de México y Centroamérica

2011 First Walmart Supercenter in Central America (Honduras)

2013 Walmart.com.mx launches
2014 Sale of the restaurant division (Vips)

2015 Sale of Banco Wal-Mart de México Adelante, S.A.

2017 Sale of apparel stores (Suburbia)

Corporate Headquarters

Boulevard Manuel Avila Camacho 647
Colonia Periodista

Alcaldia Miguel Hidalgo

11220 Ciudad de México

Teléfono: +52 55 5283 0100
walmartmexico.com

walmex.mx

Investment in Fixed assets 2018 2017 2016
Openings (number of units) 134 125 92
Investment (billion pesos) Ps.17.9 Ps. 17.4 Ps. 14.3

Business Overview:

Walmart de México y Centroamérica is one of the leading retail sector companies in the region. As of
December 31, 2018, it operated 3,249 units, throughout 6 countries (Costa Rica, Guatemala, Honduras, El
Salvador, Mexico and Nicaragua), including self-service stores, membership clubs and omnichannel sales.

Walmart shares trade in the Mexican Stock Exchange since 1977; the ticker symbol is WALMEX.
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Sales growth will come from:

e  Same-store sales
e Sales from new stores
e cCommerce

Main activity:

Date: 2018-12-31

As of December 31, 2018, Walmart de México y Centroamérica operates 3,249 units, including self-service
stores and warehouse membership clubs located in 648 cities in the six countries where we have presence.

Format Value Proposition Income Levels Units
Bodegas & discount i
Price D, E 2,593
stores
Walmart Assortment & price B,C, D 305
Quality, convenience &
Supermarkets ) A B, C 188
service
Price leader, volume, new ]
Clubs ] ) A, B, C, Business 163
& unique merchandise
In Mexico is present in 496 cities throughout the country.
Presence by geographical region
= @) Z. 72 Z Z 72
: § 9 £ £ £ §
- S g Ef z g = g
3 o 3 2 2
g; - -
=
Bodega 1,910 439 695 264 164 124 111 113
Aurrera
Walmart 274 67 84 27 29 34 23 10
Sam’s 163 35 47 13 21 19 15 13
Club
Superama 91 56 25 2 7 - - 1
TOTA 2,438 595 853 306 221 177 149 137
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In Central America is present in 155 cities throughout the country.

Presence in Central America by country

s ¢ ¢ E= 2 T
= 8 & g 2 2
= = g & g
5 & = <] 8
] = ® ]
Bodegas and 683 208 214 75 92 94
Discount
Stores
Supermarkets 97 37 26 17 9 8
Walmart 31 11 10 5 2 3
TOTAL 811 256 250 97 103 105

2018-12-31
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GUATEMALA HONDURAS

COSTA RICA -
Cyclical Performance

The demand for goods and services increases significantly during the last few months of each year as result of
the holiday season. In 2018, the fourth quarter represented 28.8% of the year’s total revenues.

Revenues by Quarter

2018 Total revenues Contribution
(million pesos) (%)
1+ Quarter Ps. 145,054 23.5
2 Quarter 146,666 23.8
3« Quarter 147,768 23.9
4+ Quarter 177,422 28.8
TOTAL Ps. 616,910 100.0

Vacations and national holidays also have a significant impact on sales performance.
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Distribution channels:
14 distribution centers in Mexico
City Name Service
Mexico City Cuautitlan Dry goods
San Martin Obispo (2) Dry goods / Perishables
Santa Barbara Dry goods
Chalco Dry goods
Monterrey Dry Dry goods
Perishables Perishables Lﬂ,g istica
Meat Plant Perishables W
almart
Guadalajara Dry Dry goods México
Perishables Perishables
Villahermosa Dry Dry goods
Perishables Perishables
Culiacan Dry Dry goods
Perishables Perishables

12 distribution centers in Central America

Country Name

Service

Guatemala Amatitlan

Dry goods
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Barcenas (2) Dry goods / Perishables
El Salvador Apopa Dry goods / General Log isti ca
Merchandise
Honduras San Pedro Sula (2) Dry goods / General Walmart
Merchandise
Tegucigalpa Dry goods / Perishables
Nicaragua Miraflores Dry goods / Perishables
Managua General Merchandise
Costa Rica Coyol Dry goods / Perishables
Santa Ana General Merchandise

Patents, licenses, trademarks and other contracts:

As of this date, the commercial brands for the different business formats in Mexico (Bodega Aurrerd, Mi
Bodega Aurrerd, Bodega Aurrera Express, Superama, Medimart and Prichos), are owned by Wal-Mart de
Meéxico, S.A.B. de C.V. as well as the trademarks Aurrera, Medimart, Atvio, GRX, etc. Additionally,
trademarks for the business formats Wal-Mart and Sam’s Club and other private trademarks such as Great
Value, Equate, Mainstays, Members Mark and Carrito Wal-Mart, etc., are trademarks property of
WALMART APOLLO, LLC. Said trademarks are used by the operating companies under license agreements
and/or sub-license agreements for an indefinite term. The Company also uses registered trademarks owned by
third parties through license agreements to guarantee the correct use and compliance with the applicable and
in force legislation.

All the banners for the different retail formats in Central America such as Despensa Familiar, Pali, la
Despensa de Don Juan, La Union, Paiz, Mas x Menos, Maxi Bodega and MaxiPali, as well as the different
private labels such as SABEMAS, SuperMax and Suli, are registered as different subsidiaries of TFB
Corporation N.V., that operates throughout Central America. The private labels Walmart, Great Value,
Equate, SAM’s Choice, George & Design are traded under license by WALMART APOLLO, LLC.

Included among the distinct banners of the Group are the various brands owned by the subsidiaries of the
Agroindustrial Division, an operation that was created with the p