S347

million pesos of
controlling net income

The expenses in connection with the TOC operation
start-up in Colombia and those explained by our
participation in bids for the oil rounds, where

Carso Oil and Gas, S.A. de C.V. was adjudicated the
Contractual Area blocks 12 and 13 for exploitation and
exploration of hydro-carbons, explain the operating
losses and accrued EBITDA, which were of $24 million
and $16 million, compared to losses of $82 million

and 36 million in the preceding year, respectively.

The effects in connection with exchange
fluctuations were reflected in net profit of the
Carso Energy holding company, which increased
by 16.8% amounting to $347 million, in comparison
with $297 million registered in the preceding year.
The Waha-Presidio and Waha-San Elizario gas
ducts, both in the State of Texas, U.S.A., with a

42" diameter capacity and a length of 238 and 313
kilometers, respectively, are already providing gas
transportation services to the Comision Federal
de Electricidad (CFE). Although both gas ducts
have recorded earnings during 2017, because they
are in consortium, they are not consolidated and,
therefore, are not reflected in the operating results
of this division, but in the profit-sharing of the
associate corporations. Carso’s participation in
both is 51%.
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The Samalayuca-Sasabe gas duct, located between
the states of Chihuahua and Sonora, with a 36"
diameter capacity and a length of 624 kilometers,
continued with the construction and progress in
the procurement of the right-of-way at December
2017. This gas duct was adjudicated in September
2015 by the CFE to Carso Electric, which has a 100%

interest in the project.

Lastly, it is important to mention that in the fourth
quarter of the year, Carso Energy made a capital
contribution to a corporation holding permits for
the exploration of two geothermal energy fields in
the States of Baja California and Guanajuato, thus
obtaining a 70% interest in the business. In both

fields the exploration program has already started.

Capital expenditures at Carso Energy during 2016
were $3,843.6 million.

CICSA Ducts Team




Samalayuca-Sasabe gas duct

ASSOCIATED COMPANIES

The main associated companies where Grupo Carso
participates, are: Elementia (36.2%), a manufacturer
of various construction materials, such as cement,
copper pipes, metal sheets, among others; GMexico
Transportes (15.1%), cargo and intermodal railway
transportation corporation in Mexico; Trans-

Pecos Pipeline, LLC (51%), owner and operator

of the Waha-Presidio gas duct in Texas, U.S.A;
Comanche Pipeline, LLC (51%), owner and operating
of the Waha-San Elizario gas duct in Texas, U.S.A;
Constructora Terminal del Valle de Mexico (14.3%),

a building consortium for the terminal of the new
Mexico International Airport (NAIM); Cargi-Propen
(25%), a building consortium for the Landing Strip 3
of the NAIM; and, Inmuebles SROM (14%), real estate
corporation owner of shopping malls in Mexico. The
pro rata sales and EBITDA of these corporations that
would correspond to Grupo Carso are $17,470 and
$5,260 million.

Sincerely yours,
Antonio Gomez Garcia
Chief Executive Officer

Sasabe
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San Elizario
Waha
Samalayuca .
u Presidio

Location of the gas ducts

As of 2017, the Waha-Presidio and Waha-San Elizario
gas ducts located in the state of Texas, U.S.A are
already generating income from the transportation
of gas to the Mexican Federal Electricity Commission

(Comision Federal de Electricidad or CFE).

Waha-Presidio
Participation of Carso Energy 51.0% stake
Length 238 kms and diameter 42 inches,
25-year rents in USD for the gas

transportation contract

Waha-San Elizario
Participation of Carso Energy 51.0% stake
Length 313 kms and diameter 42 inches,
25-year rents in USD for the gas

transportation contract

In September 2015, the CFE selected Carso Electric, a
subsidiary of Carso Energy S.A. for the construction
and operation of a gas duct in the State of

Chihuahua, Mexico:

Samalayuca-Sasabe
Carso Energy 100.0% stake (Consolidates with
Grupo Carso)
USD $471 was offered as NPV
Length 624 kms and diameter 36 inches,
25-year rents in USD for the gas
transportation contract
Estimated Start of Operations: 2018
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Social Responsibility
Activities
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Social Performance

We work through the Fundacion Carlos Slim, with
a high sense of social accountability, efficiency
and timeliness, carrying out over 90 programs
and projects in 13 different areas; among others,
education, employment, health, sports, culture
and the environment, reaching out to over 45
million beneficiaries in Mexico and other Latin

American countries. Particularly relevant for the

Foundation in 2017 was the “México Unido” initiative

to repair the damages caused by the September

earthquakes. During the emergency stage, the Group

as a whole, and with outstanding work carried out

by its corporations and volunteers, responded

“Mexico Unido” initiative for repairing the damages
caused by the September earthquakes

|

immediately to the basic needs of thousands of
affected persons, providing basic staples, camping
tents, blankets and mats, water purifiers and

telecommunication services.

For the reconstruction and transformation stages, an
invitation was extended to the effect that for each
peso received as contribution, the Foundation would
contribute five pesos more. A response of over 217
thousand donors was received who deposited their
trust in us, and donations were received amounting to
$412.4 million, to which $2,061.8 million were added by
the Foundation. The use of said resources has been
the reconstruction of housing, health and education
infrastructure and the rescue of our cultural heritage.
As established from the beginning, month by month
accounts have been posted, with full transparency,
on the acts and application of the resources in the
Foundation webpage. For further information, refer to

http://www.fundacioncarlosslim.org/

In addition to the Foundation'’s activities, the Grupo
Carso businesses have invested in education, health
and infrastructure and community development,
through the following initiatives:
Corporate Volunteers at the Condumex work
places,
Participation in annual campaigns to prevent
and control health conditions, in cooperation
with the Carlos Slim Health Institute [Instituto
Carlos Slim de la Salud],
The Mexico History Carso Study Center [Centro
de Estudios de Historia de Mexico Carso (CEHM
being the Spanish acronym)],
The Carso Training Centers for the general
public,
The Carso Research and Development Center
[Centro de Investigacion y Desarrollo Carso

(CIDEC being the Spanish acronym)],




Free training for the general public on
residential and commercial low-voltage
electrical installations
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Academic liaising for technological
innovation projects by Condumex and Carso
Infraestructura y Construccion,

Real Estate rescue program in Sanborns,
Program for hiring individuals with different
capabilities in Sanborns and Sears through
the Mexican Federation of Organizations on
Behalf of Disabled Individuals [Confederacion
Mexicana de Organizaciones a Favor de la
Persona con Discapacidad (CONFE being the
Spanish acronym), the Multiple Service Center
[Centro de Atencion Maltiple (CAM being the
Spanish acronym), the YMCA and the DIF,

Free courses at the “Capacitate para el
Empleo” [Train for the Job] platform at the
Fundacion Carlos Slim, for access by the
general public to the job exchange, which
includes recruiting processes for the Grupo

Carso companies.

Environmental Performance

For Sustainability Policies, GRI-4 indicators and
general environmental indicators for energy, water,
biodiversity, emissions, effluents and residues,
awards, certifications, recognitions and volunteer
programs, please refer to the Carso Sustentable
Report, available at: http://www.carso.com.
mx/ES/responsabilidad-social/Paginas/carso-

sustentabilidad.aspx

Grupo Sanborns

During 2017, Grupo Sanborns continued complying
with the applicable environmental standards,
mainly on matters of residual water control and
registration, emissions into the atmosphere,

as well as for management and final disposal

of solid residues and hazardous materials,
through companies authorized by the respective

environmental or health authorities.

Grupo Condumex and

Carso Infraestructura 'y Construccion

Activities were initiated for the transition of the
Environmental Management System Standard ISO
14001 in its 2015 version, in order to renew the I1ISO
certifications granted to the Condumex plants. At the
close of 2017, 62 plants were certified and 33 were into

an updating process.

Implementation of the Urban Solid, Special
Management and Hazardous Residue Management
Plan was improved, supplemented by the
environmental awareness campaigns aimed at the
personnel engaged in the various sectors. In 2017, a
total of 4.4 tons of special management residue was
ceased to be sent for sanitary filling, and 1,274 tons

of hazardous residues were disposed of.

On matters of energy, during the year 52,689 KWh of
electricity were saved, thanks to the use of LED type
saving lamps and the installation of capacitor banks

at the corporate offices.

On the other hand, regarding activities for
biodiversity protection, 41,503 flora and 873 fauna
individuals were rescued. Storage activities were
carried out in nurseries, for 155,655 healthy plants
apt for ulterior re-planting and 138.98 hectares

were reforested.
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Nurseries for reforestation

Labor, Health and Safety Performance
Grupo Carso is a source of employment for over
70 thousand permanent and temporary jobs
in Mexico, Latin America and some European
countries. During 2017, there was a 5.1% decrease
in employment, as compared to the previous year.
The Group employees earn salaries as specified
by the law, the market, their performance and
their level of responsibility within the work area to
which they pertain. Within the Benefit Programs
established in the three Grupo Carso divisions,
there are:
Digital scholarships and other grants for the
children of employees and their direct family
members,
Home-Office programs, flexible working hours
for mothers and fathers, financial support for
funeral expenses and paid leaves of absence,
Self-Management Programs for Safety and
Health in the Workplace at Grupo Condumex,
Program for Developing Professionals at
Carso Infraestructuray Construccion and at
Condumex (PRODES),
Health prevention campaigns with the
cooperation of the Mexican Social Security
Institute (IMSS being the Spanish acronym)
and the Ministry of Health (SSA being the
Spanish acronym),
Civil Protection Programs with training for
volunteer brigades,
Personal development programs through
ASUME, CRESE and the Social Well-being
Program,
Courses through the “Capacitate para el
Empleo” [Train for the Job] platform at the
Fundacion Carlos Slim for basic training of the

operational personnel,
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Education and Training programs on sales and
management skills,
Courses, conferences and workshops given by

the Carso Training Center.

Taking into account the courses, conferences

and workshops in Mexico City, Guadalajara and
Monterrey, given by the Carso Training Center
and the Sears Training Center, with 96 training
rooms at the operational units, as well as the 49
training rooms at the Sanborns corporate offices,
the Viaducto Plant and the foreign locations,
including Panama and El Salvador, during the
year, a total of 54,225 courses were given, with
99,396 graduates, which includes technical,
operational, developmental and safety and health
training. In Sanborns, the training program was
aimed at strengthening four general issues:
Communications, Customer Service, Team Work
and Service Quality, from the executive to the
operational levels. In addition, a major program
was established in Sanborns for Civil Protection,

with the participation of 4,223 employees.

At Sears, personnel were trained and educated for
the two new stores: San Angel and Querétaro La
Victoria, as well as for the Perisur expansion, which

represented the generation of 502 direct jobs.

As a result of the September 2017 earthquakes,
the Villa Coapa, Insurgentes, Buenavista and
Centro Historico stores were closed. All the
employees affected by the closure of their units
were relocated temporarily or permanently to fill

vacancies in other units.
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Grupo Carso Friendship Race, in
the “Social Well-being” Program

Sears Training
Courses

574 Carso digital scholarships [Becas Digitales Carso]
were granted for children of employees and 506
Telmex scholarships were granted to employees or
their children during the year. One person was hired
under the Developing Professionals Program at
CICSA. Also, 574 employees benefitted from flexible
working hours and 78 with the Home Office program,

which was implemented for the first time this year.

The ASUME Program (Spanish acronym for Asociacion
de la Superacion por Mexico) comprised a scope of
173 Groups and 2,582 employees who graduated from

Grupo Carso companies.

Continuity was given to the Human Quality and
Social Liability Management System in Corporations
[Sistema de Gestion de Calidad Humana'y
Responsabilidad Social en la Empresa (CRESE being
the Spanish acronym)], certifying six new units

and re-certifying 22 units at Sears (stores, credit,
technical service and logistics centers), for a total of
99 certified units, i.e., a 52% increase as compared
to the preceding year. At Sanborns, we were able

to recertify the Viaducto Commissary and, for the
first time, the Tlalnepantla Commissary and the
Chocolate Factory, to be distinguished as socially
responsible corporations. Through the practices
established by the standard, internal programs were
worked on, that contribute to sustainable human

development of our employees, their families and

the environment, both at the corporation, and its

investors and suppliers.

Three fundamental aspects were worked on in

the Social Well-being Program: Education, Health,
Culture and Recreation. In 2017, 35,971 individuals
were benefitted by the various programs, including
Grupo Carso employees and their families, which
represented 1,179 individuals more as compared to

the preceding year.

We continued working on the platform known as
“Capacitate para el Empleo” [Train for the Job] at
the Fundacion Carlos Slim, for the basic training of
operating personnel and middle management at
Sears, Sanborns, Condumex and CICSA, via on-line
courses specializing in: Sales Person, Computer
Equipment Installation Technician and Repairman,
Air Conditioning Repairman, Cashier, Wrapper and
Warehouse Clerk. Throughout the year, 652 Grupo
Carso employees were trained for various trades,
and 3,160 new employees were hired in Sears, which

were trained at said platform.

For further information and details on the
sustainability activities, please refer to the
sustainability activity section of the Grupo Carso,
S.A.B. de C.V. webpage at http://www.carso.com.mx/

ES/responsabilidad-social/Paginas/gestion_rse_

carso.aspx
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Board

of Directors

Board Members

Position*

Years as
Board
Member**

Type of

Member***

COB - Grupo Carso

Carlos Slim Domit COB - Grupo Sanborns Twentv-Seven Patrimonial

COB - América Movil y Related

COB - Teléfonos de México
Antonio Cosio Arino CEO - Cia. Industrial de Tepeji del Rio Twenty-Seven Independent

Director of Strategic Alliances,

Communication and
Arturo Elias Ayub Institutional Relations - Teléfonos Twenty Related

de México

CEO - Fundacion Telmex
Claudio X. Gonzalez Laporte COB - Kimberly Clark de México Twenty-Five Independent
José Humberto Gutierrez Business Consultant Twenty-Seven Independent
Olvera Zubizarreta
Daniel Hajj Aboumrad CEO - América Movil Twenty-Three Related
David Ibarra Munoz CEO - Despacho David Ibarra Munoz Sixteen Independent
Rafael Moisés Kalach Mizrahi CEO and COB - Grupo Kaltex Twenty-Four Independent
José Kuri Harfush COB - Janel Twenty-Eight Independent

S o COB - Sanborn Hermanos .

Juan Antonio Pérez Simon Vice-Chairman - Teléfonos de México Twenty-Eight Independent

Vice-Chairman - Grupo Carso

Vice-Chairman - América Movil

CEO - Grupo Sanborns patrimonial
Patrick Slim Domit Commercial Director of Mass Market - Twenty-Two

. P Related

Teléfonos de México

COB - Grupo Telvista

COB - Sears Operadora México

COB - Grupo Financiero Inbursa

COB - Inversora Bursatil Patrimonial
Marco Antonio Slim Domit COB - Seguros Inbursa Twenty-Two Related

COB - Impulsora del Desarrollo y el
Empleo en América Latina

*  Based on information from the Board members.
** Seniority as board member was considered since 1990, year when the shares of Grupo Carso, S.A.B. de C.V.

were listed in the Mexican Stock Exchange.

*** Based on information from the board members.

COB: Chairman of the Board.
CEQ: Chief Executive Officer.

Independent directors in accordance with the definition of the Mexican Securities Market Law.
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North Arc Beltway
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Years as Tvpe of
Alternate Board Members Position* Board yp e
o Member
Member
Julio Gutiérrez Trujillo Business Consultant Thirteen Independent
Antonio Cosio Pando Ge“efal Mapager ~ Cia. Industrial de Sixteen Independent
Tepeji del Rio
Vice-Chairman - Impulsora del Desarrollo . .
. " . Patrimonial
Alfonso Salem Slim y el Empleo en Ameérica Latina Seventeen
Related
COB -Inmuebles Carso
CEO - Grupo Carso
Antonio Gomez Garcia CEO - Carsg Infraestructura y Fourteen Related
Construccion
COB and CEO - Grupo Condumex
. CEO - Promecap o
Fernando G. Chico Pardo COB - Grupo Aeroportuario del Sureste Twenty-Eight Independent
Alejandro Aboumrad Gabriel COB - Grupo Proa Twenty-Seven Independent

Treasurer

Arturo Spinola Garcia

CFO and Administration Director -
Carso Infraestructura y Construccion
and Grupo Condumex

Four

Alejandro Archundia Becerra

General Manager Corporate Legal -
Grupo Condumex

Five

*  Based on information from the Board members.
** Seniority as board member was considered since 1990, year when the shares of Grupo Carso, S.A.B. de C.V.

were listed in the Mexican Stock Exchange.

*** Based on information from the board members.

COB: Chairman of the Board.
CEQ: Chief Executive Officer.

Independent directors in accordance with the definition of the Mexican Securities Market Law.
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Report of the

Corporate Practices

and

udit committee

José Kuri Harfush

Chairman

Antonio Cosio Arino

Rafael Moisés Kalach Mizrahi

To the Board of Directors:

In my capacity as Chairman of the Corporate
Practices and Audit Committee of Grupo Carso,
S.A.B. de CV. (the “Committee”), | am pleased to
submit the following annual report of activities for
the 2017 fiscal period.

FUNCTIONS REGARDING CORPORATE PRACTICES,
EVALUATION AND COMPENSATION

The Chief Executive Officer of Grupo Carso, S.A.B.
de C.V. (the “Corporation”) and the relevant
executives of the corporations controlled thereby,
satisfactorily complied with the goals entrusted to
them and their responsibilities.

The transactions with related parties submitted
for consideration by the Committee were
approved, among which are the following
significant transactions, each representing over
1% of the consolidated assets of the Corporation,
successively carried out: Teléfonos de Mexico,
S.A.B. de C.V, for fiber optic links and site
adaptation for telephony, copper and fiber optic
telephone cable sales, telephone installation
services and sale of items for telephony, cafeteria
services, commissions on sale of scrap materials,
fleet car salvaging and substitution; Delphi Packard
Electric Systems, for the sale of harnesses and
cables, and automotive engineering services;
Concesionaria Autopista Guadalajara-Tepic, S.A.
de C.V,, for the construction of a highway pass-
through, road rehabilitation and fiber optic links;
Claro, S.A., for manufacture and installation

of radio bases, fiber optic installation and
network design, including copper and fiber optic
telephone cable; and, Constructora Mexicana de
Infraestructura Subterranea, S.A. de C.V,, for the
construction of the Emisor Oriente Tunnel project.

All of the transactions with related parties were
carried out at market conditions, were reviewed by
Galaz, Yamazaki, Ruiz Urquiza, S.C. and a summary
thereof has been included in a note to the audited
financial statements of Grupo Carso, S.A.B. de C.V.
and subsidiaries as at December 31, 2017.
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The Chief Executive Officer of Grupo Carso, S.A.B.
de C.V. does not receive any compensation for
the performance of his activities as such. The
Corporation has no employees and, as regards
the overall compensation of the relevant
executives of the corporations controlled by

the said Corporation, we made certain that they
would comply with the policies approved for such
purposes by the Board of Directors.

The Board of Directors of Grupo Carso, S.A.B. de
C.V. did not grant any dispensation so that any
Board Member, relevant executive or individual
empowered to act might benefit from any
business opportunities for himself or in favor

of third parties, pertaining to the Corporation

or to the corporations controlled thereby or
having significant influence therein. In turn, the
Committee did not grant any dispensation for any
transactions referred to in paragraph c), section |ll
of article 28 of the Stock Exchange Law.

AUDIT FUNCTIONS

The internal control system and internal audit of
Grupo Carso, S.A.B. de C.V. and of the corporations
controlled thereby, is satisfactory and complies
with the guidelines approved by the Board of
Directors, as evidenced by the information
provided to the Committee by the management of
the Corporation and the independent audit report.

We had no knowledge of any relevant non-
performance as regards the guidelines and policies
for the operation and accounting records of the
Corporation o the corporations controlled thereby,
so that no preventative or corrective measure was
implemented in connection therewith.

The performance of Galaz, Yamazaki, Ruiz Urquiza,
S.C. and Camacho, Camacho y Asociados, S.C,,
which accounting firms prepared and carried out
the audit to the financial statements of Grupo
Carso, S.A.B. de C.V. and its subsidiaries as at
December 31, 2017, as well as the majority of its




subsidiary corporations, and the independent
auditor in charge of said audit, have been
satisfactory and the goals set at the time they were
retained, were duly achieved.

Furthermore, and in accordance with the
information provided by said firms to the
management of the Corporation, their fees for the
independent audit represented a percentage of
less than 10% of their total earnings.

As a result of the review of the financial statements
of Grupo Carso, S.A.B. de C.V. and subsidiaries as

at December 31, 2017, there were no adjustments

to the audited figures nor any exceptions to be
disclosed in said statements.

In accordance with the information provided

by the management of the Corporation and the
meetings held with the independent and internal
auditors, without the presence of officers of the
Corporation and to the best of our knowledge
and belief, there were no relevant remarks made
by the Stockholders, Board Members, relevant
executives, employees and, in general, by any third
party, as regards the accounting, internal controls
and issues relating to the internal or independent
audit, nor any denunciations made by any such
individuals on any irregular acts performed by
the management of the Corporation and by the
corporations controlled thereby.

During the period reported, we have assured
ourselves that it is provided in due compliance
with the resolutions adopted by the Stockholders’
Meeting and by the Board of Directors of the
Corporation. Further, and in accordance with the
information the management of the corporation
gave us, we have verified that said management
has the controls in place that allow it to determine
compliance with the applicable provisions on stock
exchange matters and which compliance is reviewed
by the legal division at least once a year, without

there being any remarks in that respect nor any
adverse change in the legal position thereof.

As regards the financial information prepared
and submitted by the Corporation to the
Mexican Stock Exchange [Bolsa Mexicana

de Valores, S.A.B. de C.V.] and the National
Banking and Securities Commission [Comision
Nacional Bancaria y de Valores], we have made
certain that said information is prepared under
the same principles, criteria and accounting
practices as those under which the annual
information is to be prepared.

FINANCE AND PLANNING FUNCTIONS

During the 2017 fiscal period, the Corporation
and some of the corporations controlled hereby
made major investments. In this respect, we
made certain that financing thereof was carried
out congruently with the medium and long-term
strategic plan of the Corporation. Furthermore,
we periodically evaluate the strategic position
of the corporation to be in accordance with

said plan. In addition, we reviewed and
assessed the budget for the 2017 fiscal period,
together with the financial forecasts that

were taken into account in the preparation
thereof. These include the major investments
and financial transactions of the Corporation,
which we consider viable and congruent with
the investment and financing policies and the
strategic vision thereof.

For the preparation of this report, the on
Corporate Practices and Audit Committee based
itself on information which was provided to it by
the Chief Executive Officer of the Corporation,
the pertinent management members of

the corporations controlled hereby and the
independent auditor.

José Kuri Harfush
Chairman
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