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Webelieve that the audit evidencewe have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

An audit involvesperforming procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks ofmaterial misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the consolidated financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectivenessof the entity's internal control. An audit also includes
evaluating the appropriateness of the accounting policiesused and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with International Standards onAuditing. Those
standards require that we complywith ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material
misstatement.

Auditor's Responsibility

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with International Financial Reporting Standards, and for such internal
control that management determines is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due to fraud or error.

Management's Responsibilityfor the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements ofTenedora Nemak, S.A. de C.V
and subsidiaries, which comprise the consolidated statements of financial position as at December 31,
2013 and 2012, and the consolidated statements of income, comprehensive income, changes in
stockholders' equity and cash flowsfor the years ended December31,2013 and 2012, and a summary of
significant accounting policies and other explanatory notes.

To the Shareholders' Meeting ofTenedora Nemak, S.A. de C.V.

Monterrey, N. L., February 25, 2014

Report of the Independent Auditors

pwc
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In our opinion, the accompanying consolidated financial statements present fairly, in all material
respects, the financial position ofTenedora Nemak, S.A. de C.V. and its subsidiaries as at December 31,
2013 and 2012, and its financial performance and its cash flowsfor the years ended December31, 2013
and 2012, in accordance with International Financial Reporting Standards (IFRS),as issued by the
International Accounting Standards Board. '

Opinion

pwc
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Total stockholders' equIty

Total IIablJltles and stockholders' equIty

·Modified to reflect the adjustments to provisional fair values previously recognized in business combinations as described In Note 2,

The accompanying notes are an Integral part of these consolidated financial statements,

~~To:2~-
Chief Executive Officer

Commitments and contingencies

Total contrOlling Interest
Non-controlling Interest

19 874,138 874,138
19 18,853,788 14,162,493
19 722,Q20 238580

18,449,458 15,275,209
11 885 6987

18,461,323 15,282,178

fa. 53 2ZD 135 ~s ~9 Z9Z SZS

Stockholders' equIty

ContrOlling Interest:
Capital stock
Retained eamlngs
Other reserves

Total liabilitIes

15
14
10
17
28

Ps 1,893,390 Ps 2,102,548
11,848,698 9,339,543

68,230 83,994
1,473,028 1,180,350
322,40~ 38942il

15,205,749 13,035,857

15,171,158 18,120,808
311,585 378,948

1,503,888 1,935,978
581,064 627,248

20355Zil 2417 084

19,603,083 21,479,84il

34,808,81il 34515699

15
10
18
18
28

Non-current liabilities:
Non-current debt
Derivative financial instruments
Deferred income tax
Employee benefits
Related parties

Total non-current liabilitIes

Current liabilities:
Current debt
Trade and other payables
Derivative financial instruments
Other liabilities
Related parties

Total current liabilitIes

LIabilitIes

49797875~s~s_53 27Q 135Total Assets

3880270937,922,830Total non-current assets

28,823,810
5,848,218
1,833,593
225,878
273,212

29,323,566
6,650,380
1,382,512
291,783
274,807

11
12
16
13
26

Non-current Assets:
Property, plant and equipment
Goodwill and intangible assets, net
Deferred income tax
Other non-current assets
Related parties

13,195,16815,347,305Total current assets

605,997
573,978

3,471,654
1,743,019
6,539,730

22,189
238,619

Ps1,782,848
360,715

4,342,574
1,707,310
6,912,341

241 519

Ps6
7
8
26
9
10

Current Assets:
Cash and cash equivalents
Restricted cash and cash equivalents
Trade and other receivables, net
Related parties
Inventories
Derivative financial instruments
Advanced payments

Wl
(Modified .)

Note

December 31,

Tenedora Nemak, S. A. de C. V. and subsidiaries
Consolidated Statements of Financial Position
(in thousands ofMexican Pesos)
December 31,2013 and 2012
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~:santo.
Chief Financial Officer

~~-
Armando Tamez Martinez
Chief Executive Officer

The accompanying notes are an integral part of these consolidated financial statements.

*Modified to reflect the adjustments to provisional fair values previously recognized in business
combinations as described in Note 2.

ps 2.621 233 ps 1 163.542

2,616,819 1,162,848
___ 4.:..0,.4..:...,:1,-,-4 694

Net consolidated profit

Profit attributable to:
Controlling interest
Non-controlling interest

ps 2 621.233 ps 1 163.542

2,200,987

(1,037.445)

2012
(Modified *)

Ps 51,384,561
(44.621.334)

6,763,227

(983,182)
(2,259,467)
(331,754)

3,188,824

366,991

3,555,815

56,055
(1.448.867)

(t392.812)

37.984

25Income tax

3,080,723

(459.490)

Profit before income tax

13Share of gain of associates

Financial costs, net

23
23

Financial income
Financial costs

4,517,316

39,055
(1.494,932)

(1.455,877)

19.284

Operating profit

2Non-recurring items

4,517,316Operating profit before non-recurring items

21
21
22

Selling expenses
Administrative expenses
Other revenues (expenses), net

Gross profit

21
Ps 56,298,887

(48.597.266)

7,701,621

(820,366)
(2,524,040)

160.101

Revenue
Cost of sales

Note

Tenedora Nemak, S. A. de C. V. and subsidiaries
Consolidated Statements of Income
(in thousands ofMexican Pesos)
For the years ended December 31, 2013 and 2012
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~:~anros
Chief Financial Officer

~~--
Armando Tamez Martinez
Chief Executive Officer

The accompanying notes are an integral part of these consolidated financial statements.

"Modified to reflect the adjustments to provisional fair values previously recognized in business
combinations as described in Note 2.

Total comprehensive income for the year

Attributable to:
Controlling interest
Non-controlling interest

Total comprehensive income for the year

Total other comprehensive income (loss) for the year

10 38,918 24,269

19 444.522 (718.817)

571.656 (741.476)

ps 3192889 ps 422.066

Ps 3,187,991 Ps 421,372
4.898 694

Ps :3,192,889 E!s ~22066

Effect of translation of foreign entities

Items to be reclassified to income statement
Effect of derivative financial instruments designated as
cash flow hedges

(46,928)88,21618
Items not to be reclassified to income statement
Remeasurement of obligations for employee benefits

Other comprehensive income (loss) for the year, net of tax:

2013 2012
(Modified·)

Ps 2,621,233 Ps 1,163,542Net consolidated profit

Tenedora Nemak, S. A. de C.V. and subsidiaries
Consolidated Statements of Comprehensive Income
(in thousands ofMexican Pesos)
For the years ended December 31, 2013 and 2012
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~~--
Armando Tamez Martinez
Chief Executive Officer

The accompanying notes are an integral part of these consolidated financial statements.

*Modified to reflect the adjustments to provisional fair values previously recognized in business combinations as
described in Note 2.

Note 2013 2012
(Modified *)

Cash flows from operating activities

Profitbefore income tax Ps 3,080,723 Ps 2,200,987
Depreciationand amortization 11,17 3,281,614 3,286,437
Non-recurrentitems 2 (366,991)
Costsassociated with seniority premiums
and pension plan 47,017 (35,292)
Losson sale of property, plant and equipment 36,741 214,033
Incometax paid (647,412) (659,790)
Financeresult, net 23 1,455,877 1,392,812
Other,net (115,314) (103,870)
(Increase)decrease in customers and other accounts receivable (475,362) 1,435,620
Increasein inventory (389,111) (593,416)
Increasein suppliers and other accounts payable 2.106.404 159.132

Netcash generated from operating activities 8,381,177 6,929,764

Cash flows from Investing activities

Interest received 25,657 47,651
Acquisitionof property, plant and equipment 11 (3,310,960) (3,555,733)
Purchasesof intangible assets 12 (1,025,248) (615,257)
Businessacquisitions 2 (2,245,833)
Long-termfinancial investments (29,409) (550,255)
Dividendsreceived 15,769 18,000
Restrictedcash and other assets 182,807 (273,994)

Netcash used in investing activities (4,141,383) (7,175,422)

Cash flows from financing activities

Proceeds from borrowings or debt 15 20,630,274 9,080,377
Paymentsof borrowings or debt 15 (22,681,170) (8,005,398)
Interestpaid (1,121,623) (892,743)
Dividendspaid (137,160)

Cash (used in) provided by investing activities (3,172,518) 45,076

Increase (decrease) in cash and cash equivalents 1,067,276 (200,591)
Foreign exchange in cash and cash equivalents 49,811 (108,241)
Cash and cash equivalents at beginning of year 6 601,833 910,666

Cash and cash equivalents at end of year 6 ~s 1 Z18 920 ~s 601833

Tenedora Nemak, S. A. de C. V. and subsidiaries
Consolidated Statements of Cash Flows
(in thousands ofMexicanPesos)
For the years ended December 31, 2013 and 2012
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Nemak planned the construction of an aluminum auto parts plant for engines in Russia. The investment
for its construction will be of approximately US$80 and it will supply aluminum heads and monoblocks
for a new high technology engine to the Volkswagen group in Russia. The initial capacity of the plant will
be of 600,000 equivalent units a year and will start production in 2015. At the date of issuance of these
financial statements the company is in the process of signing the corresponding agreements.

c) Construction of plant in Russia by Nemak

During February 2013, Nemak completed an issuance of debt obligations ("Senior Notes") in international
markets for a nominal amount of US$500 (Ps6,538,250) maturing in 2023. Interests of Senior Notes will
be payable semi-annually at a 5.5% annual rate (effective interest rate of 5.68%) as from September 2013.
Nemak capitalized debt costs of PS117,993. The proceeds of the issuance were used partially to settle the
Syndicated bank loan. This payment resulted in an advance amortization of issuance expenses amounting
PS99,683. See note 15.

b) Issuance of debt of Nemak 144A

In December 2013, Nemak concluded the refinancing of its bank debt, which was authorized by the Board
of Directors. This process included the bank debt of the main current contracts of Tenedora Nemak with
Banks: "The Senior Unsecured Syndicated Loan Agreement", held in August 2011 and the "Senior
Unsecured Loan Agreement" in June 2012. This refinancing process involved expenses incurred by the
company of PS50,877 that were recorded in the statement of financial position and will be amortized
during the life of the loan. See note 15.

a) Debt refinancing

Note 2 - Significant Events:

In the following notes to the financial statements pesos or "Ps" refers to thousands of Mexican pesos. On
the other hand, "US$" or dollars, refers to millions of US dollars.

The Company is 93.24% owned by Alfa, S.A. de C.V., and 6.76% owned by Ford Motor Company (who has
significant influence over the Company). Alfa has the power to control the Company's affairs and policies.
Alfa also controls the election of the Company's board of directors, the appointment of senior
management, the entering into of mergers, acquisitions, sales of substantially all of the Company's assets
and other extraordinary transactions.

Tenedora Nemak is located at Libramiento Arco Vial KIn. 3.8, Col. Centro in Garcia, Nuevo Leon, Mexico.

Tenedora Nemak, S. A. de C.V. and subsidiaries ("Tenedora Nemak" or "the Company"), subsidiary of
ALFA,S.A. B. de C.V. ("ALFA"), is an intermediate holding company engaged in the manufacturing and
sale of engine heads and aluminum monoblocks for the automotive industry.

Note 1- General information:

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31, 2013 and 2012



Page9

The value of accounts receivable acquired approximates its fair value due to its short term maturity. It is
estimated that acquired accounts receivable are recovered in the short term.

The fair value of net acquired assets has been adjusted retrospectively. The consolidated financial
statements of the Company at December 31,2012 and for the year then ended, as well as the related notes,
havebeen restructured to show the effectsof these adjustments, considering the facts and circumstances
at the date of acquisition. The aforementioned is due to the conclusion of the valuation from the recovery
of deferred tax assets associated to operating losses and to the identification of future tax gains against
which the deductible temporary differences maybe used. This asset is presented as part of other assets.

(1) Current assets consist of cash and net working capital.
(2) Current liabilities consist of suppliers of US$1 and other accounts payable for US$5.
(3) This gain was presented in the consolidated statement of income as a non-recurring item.

(28)
(25)
(28)

25Goodwill
Bargain purchase gain (3)

53191
216

244
216

Net acquired assets
Paid consideration

US$US$ 64
113

1
24
(6)
(5)

US$ 64
126
1

64
(6)
(5)

13

40

Current assets (1)

Property,plant and equipment
Intangibleassets
Other assets
Current liabilities (2)

Labor obligations

Modified

Adjustments to
provisional
fair value

Previously
reported

The followingshows the consideration paid and the final fair values of acquired assets and assumed
liabilities:

Theallocationof the acquisition price reported at December 31,2012,was determined in accordance with
IFRSand it was restructured during 2013 to showthe restructured information obtained in accordance
with events and circumstances at the acquisition date. The final allocationof the acquisition price is
shownin USdollars since it is the functional and recording currency of the acquired subsidiary, the
exchangerate at the transaction date was of PS13.99pesos per USdollar, additionally, Note 3.Cshows the
principal exchange rates used and in the translation processes.

Duringthe second quarter of 2012, Nemak Exterior,S. L., a subsidiary ofTenedora Nemak, S.A. de
C.V.(TenedoraNemak)acquired 100%of the capital stock of J.L. FrenchAutomotiveCastings, Inc.("J.L.
French"),company producing high-precision aluminum foundry pieces for the manufacturing of
automotivecomponents, with an emphasis on transmission parts. This transition has several significant
advantagesfor Tenedora Nemak, featuring the expansion to other high-added value aluminum
components,as structural and suspension parts. The company operates 3 manufacturing plants in the
USA,Spainand China. The business acquisition is included in the segment ofNemak, see Note 27.

d) AcquisitionofJ.L. French

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31, 2013 and 2012
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Tenedora Nemak' s consolidated financial statements are presented in Mexican Pesos.

The preparation of the consolidated financial statements in conformity with IFRS requires the use of
certain critical accounting estimates. Additionally, it requires management to exercise judgment in the
process of applying the Company's accounting policies. The areas involving a higher degree of judgment
or complexity, or areas where judgments and estimates are significant to the consolidated financial
statements, are disclosed in Note 5.

The consolidated financial statements have been prepared on a historical cost basis, except for the cash
flow hedges which are measured at fair value, and for the financial assets and liabilities at fair value
through profit or loss with changes reflected in income.

In accordance with the amendments to the Rules for Mexican Public Companies and Other Securities
Market Participants, issued by the National Banking and Securities Commission (CNBVin Spanish) on
January 27, 2009, the Company is required to prepare its financial statements as of 2012 using IFRS as its
accounting policy framework.

The consolidated financial statements ofTenedora Nemak. and subsidiaries have been prepared in
accordance with International Financial Reporting Standards (IFRS) issued by the International
Accounting Standards Board (IASB). IFRS include all International Accounting Standards ("IAS") in
force and all related interpretations issued by the International Financial Reporting Interpretations
Committee (IFRIC), including those previously issued by the Standing Interpretations Committee (SIC).

a. Basis for preparation

The following are the most significant accounting policies followed by Tenedora Nemak and its
subsidiaries, which have been consistently applied in the preparation of their financial information in the
years presented, unless otherwise specified:

The accompanying consolidated financial statements and notes were authorized for issuance on February
25, 2014, by officials with the legal power to sign the basic financial statements and accompanying notes.

Note 3 - Summary of significant accounting policies:

Revenues contributed for the J.L. French business in the consolidated statement of income since the
acquisition date and up to December 31, 2012 amounted to PS273 million and a net profit of PS4 million.

The costs related to the acquisition amounts to PS21,711(US$1.7) and were recorded in the statement of
income under the item of other expenses.

No contingent liabilities have arisen from this acquisition that should be recorded. Neither are there any
contingent consideration agreements. ALFA is not responsible for environmental liabilities except for
those that may have their origin in or after the acquisition date.

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31, 2013 and 2012
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Transactions and intercompany balances and unrealized gains on transactions between Tenedora Nemak
companies are eliminated in preparing the consolidated financial statements. In order to ensure
consistencywith the policiesadopted by the Company,the accounting policies of subsidiaries have been
changedwhere it was deemed necessary.

Goodwillis initiallymeasured as excess of the sum of the consideration transferred and the fair value of
the non-controlling interest over the net identifiable assets and liabilities assured. If the consideration
transferred is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain
purchase, the difference is recognized directly in the consolidated statement of income.

Theacquisition-related costs are recognized as expenseswhen incurred.

Themethod of accountingused by the Companyforbusiness combinations is the acquisition method.
The consideration transferred for the acquisition of a subsidiary is the fair value of the assets transferred,
the liabilities incurred and the equity interests issued by the Company. The consideration transferred
includesthe fair value of any asset or liability resulting from a contingent consideration arrangement.
Identifiableacquired assets and liabilities and contingent liabilities assumed in a business combination
are initiallymeasured at their fair values at the acquisition date. The Company recognizes any non­
controllinginterest in the acquiree based on the share of the non-controlling interest in the net
identifiableassets of the acquired entity.

Subsidiariesare consolidatedin full from the date on which control is transferred to the Companyand up
to the date it loses that control.

Thesubsidiaries are all the entities over which the Companyhas the power to govern the financial and
operatingpoliciesof the entity. The Companycontrols an entity when it is exposed, or has the right to
variable returns from its interest in the entity and it is capable of affectingthe returns through its power
overthe entity. Where the Company's participation in subsidiaries is less than 10096, the share attributed
to outside shareholders is reflected recorded as non-controlling interest.

i. Subsidiaries

b.Consolidation

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31, 2013 and 2012
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The effectof absorption (dilution) of control in subsidiaries, i.e., an increase or decrease in the percentage
of control, is recorded in stockholders' equity, directly in retained earnings, in the period in whichthe
transactions that cause such effects occur. The effect of absorption (dilution) of control is determined by
comparing the book value of the investment before the event of dilution or absorption against the book
value after the relevant event. In the caseofloss of control the dilution effect is recognized in income.

ii. Absorption (dilution) of control in subsidiaries

At December2013 and 2012, there are no significant restrictions for investment in shares of subsidiary
companies mentioned above.

(1) Country of company's incorporation.
(2) Ownership percentage of Tenedora Nemak in the holding Companies and ownership percentage of such

holdings on companies integrating such holding. Share ownership percentages as of December 31,2013and
2012.

(3) Companies acquired during the second quarter of 2012when Tenedora Nemak acquired J.L. French.

Ownership Functional
CountlY (1) (;!ercentage (%} (2) currency

Mexico US dollar
Mexico 100 US dollar
Germany 90 Euro
Mexico 100 Mexican peso
Mexico 100 Mexican peso
Canada 100 Canadian dollar
USA 100 US dollar
Germany 100 Euro
Spain 100 Euro
Germany 100 Euro
Austria 100 Euro
Hungary 100 Euro
Poland 100 Euro
USA 100 US dollar
Brazil 100 Real
China 100 Yuan
Argentina 100 Argentine peso
Slovakia 100 Euro
Germany 100 Euro
Czech Republic 100 Euro
USA 100 US dollar
Mexico 100 Mexican peso
India 100 Rupee
China 100 Yuan
USA 100 US dollar
Spain 100 Euro
USA 100 US dollar
USA 100 US dollar
USA 100 US dollar
China 100 Yuan
Mexico 100 Mexican peso
Mexico 100 Mexican peso

Tenedora Nemak, S. A: de C. V. (Holding)
Nemak, S. A.

Modellbau Sch()nheide GMBH
Corporativo Nemak, S. A. de C. V. (servicios administrativos)
Nemak Canada, S. A. de C. V. (holding)

Nemak of Canada Corporation
Camen International Trading, Inc.
Nemak Europe GmbH (holding)
Nemak Exterior, S. L. (holding)

Nemak Dillingen GmbH
Nemak Linz GmbH
Nemak Gyor Kft
Nemak Poland Sp. z.o.o.
Nemak USA, Inc.
Nemak Aluminio do Brasil Ltda.
Nemak Nanjing Aluminum Foundry Co., Ltd.
Nemak Argentina, S. R. L.
Nemak Slovakia, S. r. o.
Nemak Wernigerode GmbH
Nemak Czech Republic, S.r.o.
Nemak Commercial Services, Inc.
Nemak Gas, S. A. de C. V.
Nemak Aluminum Casting India Private, Ltd
Nemak Chongqing Automotive Components, Co, Ltd.
Nemak Automotive Castinas, Inc.(3)

Nemak Spain, S. L. )
Allotech Internationall L. L. C.(3)
J. L. French, L. L. C. 3)
Nelson Metal Products LLC (3)
J. L. French Automotive Castings Holdings LLC(3)
J. L. French Servicios, S. de R. L. de C. V. (3)
J. L. French, S. de R. L. de C. V. (3)

AtDecember31, 2013 and 2012, the principal subsidiaries ofTenedora Nemakwere as follows:

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31, 2013 and 2012
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The amounts included in the financial statements of each of the Company's subsidiaries and associates
should be measured using the currency of the primary economic environment inwhich the entity operates
("the functional currency"). The consolidated financial statements are presented in Mexican pesos, which
is the Company's presentation currency.

i. Functional and presentation currency

c. Foreign currency translation

Unrealized gains on transactions between the Company and its associates are eliminated to the extent of
the Company' s equity in such gains. Unrealized losses are also eliminated unless the transaction provides
evidence that the asset transferred is impaired. In order to ensure consistency with the policies adopted
by the Company, the accounting policies of associates have been modified. When the Company ceases to
have significant influence over an associate, any difference between the fair value. of the remaining
investment, including any consideration received from the partial disposal of the investment and the book
value of the investment is recognized in the income statement.

The Company assesses at each reporting date whether there is objective evidence that the investment in
the associate is impaired. Ifso, the Company calculates the amount of impairment as the difference
between the recoverable amount of the associate and its carrying value and recognizes it in "share of
profit/loss of associates recognized by the equity method" in the income statement.

The Company's share of profits or losses of associates, post-acquisition, is recognized in the income
statement and its share in the other comprehensive income of associates is recognized as other
comprehensive income. The cumulative movements after acquisition are adjusted against the carrying
amount of the investment. When the Company's share oflosses in an associate equals or exceeds its
equity in the associate, including unsecured receivables, the Company does not recognize further losses
unless it has incurred obligations or made payments on behalf ofthe associate.

Ifthe equity in an associate is reduced but significant influence is maintained, only a portion of the
amounts recognized in the comprehensive income are reclassified to income for the year, where
appropriate.

Associates are all entities over which the Company has significant influence but not control. Generally an
investor must hold between 20% and 50% of the voting rights in an investee for it to be an associate.
Investments in associates are accounted for using the equity method and are initially recognized at cost.
The Company's investment in associates includes goodwill identified at acquisition, net of any
accumulated impairment loss.

iv. Associates

When the Company ceases to have control any retained interest in the entity is re-measured at fair value,
and the change in the carrying amount is recognized in the income statement. The fair value is the initial
carrying value for the purposes of accounting for any subsequent retained interest in the associate, joint
venture or financial asset. Any amount previously recognized in comprehensive income in respect of that
entity is accounted for as if the Company had directly disposed of the related assets and liabilities. This
implies that the amounts recognized in the comprehensive income are reclassified to income for the year.

iii. Sale or disposal of subsidiaries

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31, 2013 and 2012
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Incorporation of subsidiaries whosefunctional currency is differentfrom their presentation currency.

d. The differences in exchange arising in the translation from the recording currency to the functional
currency were recognizedas income or expense in the income statement in the period they arose.

c. The income, costs and expenses of the periods, expressed in the recording currency, were translated
at the historical exchange rate of the date they were accrued and recognized in the income statement,
exceptwhen they arose from non-monetary items, in which case the historical exchange rate of the
non-monetary items was used.

b. To the historical balances of monetary assets and liabilities and shareholders' equity translated into
the functional currency there were added the movements occurred during the period, whichwere
translated at historical exchange rates. In the case of the movements of non-monetary items
recognized at fair value, which occurred during the period, stated in the recording currency, these
were translated using the historical exchange rates in effect on the date when the fair valuewas
determined.

a. The balances ofmonetary assets and liabilities denominated in the recording currency were translated
at the closing exchangerates.

Thefinancial statements of foreign subsidiaries, having a recording currency different from their
functional currency were translated into the functional currency in accordance with the following
procedure:

Incorporation of subsidiaries whose functional currency is differentfrom their recording currency.

iii.Consolidationof foreignsubsidiaries

Theexchangedifferencesofmonetary assets classified as financial instruments at fair value with changes
in incomeare recorded in the statement of income as part of the fair value gains or losses. Exchange
differencesin non-monetary financial assets classifiedas availablefor sale are included in other items of
comprehensiveincome.

Translationdifferenceson non-monetary assets, such as investments classified as available for sale, are
includedin other comprehensive income.

Changesin the fair valueof securities or monetary financial assets denominated in foreign currency
classifiedas availablefor sale are divided between fluctuations resulting from changes in the amortized
costof such securities and other changes in value. Subsequently, currency fluctuations are recognized in
incomeand changes in the carrying amount arising from any other circumstances are recognizedas part
ofcomprehensiveincome.

Transactionsin foreigncurrencies are translated into the functional currency using the foreign exchange
ratesprevailingat the transaction date or valuation date when the amounts are re-measured. Gainsand
lossesresulting from the settlement of such transactions and from the translation ofmonetary assets and
liabilitiesdenominated in foreign currencies at the closingexchangerates are recognizedas foreign
exchangegain or loss in the income statement, except for those which are deferred in comprehensive
incomeand qualifyas cash flowhedges.

ii. Transactions and balances

Tenedora Nemak, S. A. de C. V. and subsidiaries
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Cash and cash equivalents whose restrictions cause them not to complywith the definition of cash and
cash equivalents givenabove, are presented in a separate line in the statement of financial position and
are excluded from cash and cash equivalents in the statement cash flows.

e. Restricted cash and cash eguivalents

Cash and cash equivalents include cash on hand, bank deposits availablefor operations and other short­
term investments of high liquidity with original maturities of three months or less, all ofwhich are subject
to insignificant risk of changes in value. Bank overdrafts are presented as current liabilities within other
liabilities.

Local currenc~ to Mexican Qesos

Closing exchange Averageexchange
rate at rate at

December 31. December31,

Country Local currency 2013 2012 2013 2012

Canada Canadian dollar 12.31 13.08 12.33 13.18
USA US dollar 13.08 13.01 13.00 13.16
Brazil Brazilian Real 5.53 6.35 5.57 6.75
Argentina Argentine peso 2.01 2.65 2.07 2.88
Czech Republic Euro 0.66 0.69 0.65 0.68
Germany Euro 18.02 17.21 17.91 17.02
Austria Euro 18.02 17.21 17.91 17.02
Hungary Euro 0.06 0.05 0.05 0.05
Poland PolishZloty 4.33 4.21 4.04 4.08
Slovakia Slovak Koruna 0.58 0.56 0.53 0.57
Spain Euro 18.02 17.21 17.91 17.02
China RenMinBi Yuan 2.16 2.09 2.15 2.09
India Indian Rupee 0.21 0.24 0.21 0.25

d. Cash and cash eguivalents

Listedbeloware the principal exchange rates in the various translation processes:

Thegoodwilland adjustments to fair value arising at the date of acquisitionof a foreign operation so as to
measure them at fair value, are recognizedas assets and liabilities ofthe foreign entity and translated at
the exchangerate at the closingdate. Exchangedifferences arising are recognizedin equity.

d) All the resulting exchangedifferences are recognized in comprehensive income.

c) Incomeand expensesfor each income statement are translated at averageexchange rate (when the
averageexchange rate is not a reasonable approximation of the cumulativeeffect of the rates of the
transaction, to the exchangerate at the date of the transaction is used); and

b) The stockholders' equity of each balance sheet presented is translated at historical rates.

a) Assetsand liabilitiesfor each balance sheet presented are translated at the closing exchange rate at
the balance sheet date;

The results and financial position of allTenedora Nemak entities (none ofwhich is in a hyperinflationary
environment)that have a functional currency different from the presentation currency are translated into
the presentation currencyas follows:
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Financial assets available for sale are non-derivative financial assets that are either designated in this
category or not classified in any of the other categories. They are included in non-current assets unless
their maturity is less than 12 months or management intends to dispose of the investment within the next
12months after the balance sheet date.

iv. Financial assets available for sale

Ifthe Company intends and has the demonstrable ability to hold debt securities to maturity, they are
classified as held to maturity. Assets in this category are classified as current assets if expected to be
settled within the next 12months, otherwise they are classified as non-current. Initially they are
recognized at fair value plus any directly attributable transaction costs, and subsequently they are valued
at amortized cost using the effective interest method. Investments held to maturity are recognized or
derecognized on the day they are transferred to or by the Company. At December 31, 2013 and 2012, the
Company had no such investments.

iii. Maturity investments

Loans and receivables are measured initially at fair value plus directly attributable transaction costs and
subsequently at amortized cost, using the effective interest method. When circumstances occur that
indicate that the amounts receivable will not be collected at the amounts originally agreed or will be
collected in a different period, the receivables are impaired.

The receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. They are included in current assets, except for maturities greater than 12
months after the balance sheet date. These are classified as non-current assets.

ii. Loans and receivables

Financial assets at fair value through profit or loss are initially recognized at fair value and transaction
costs are expensed in the income statement. Gains or losses from changes in fair value of these assets are
presented in the income statement as incurred.

Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is
classified in this category if acquired principally for the purpose of selling in the short term. Derivatives
are also categorized as held for trading unless they are designated as hedges.

i. Financial assets at fair value through profit or loss

Financial assets are written off in full when the right to receive the related cash flows expires or is
transferred and the Company has also transferred substantially all risks and rewards of ownership, as wen
as control of the financial asset.

The Company classifies its financial assets in the following categories: at fair value through profit or loss,
loans and receivables, investments held to maturity and available for sale. The classification depends on
the purpose for which the financial assets were acquired. Management determines the classification of its
financial assets upon initial recognition. Purchases and sales of financial assets are recognized on the
settlement date.

Financial assets

f. Financial instruments

Tenedora Nemak, S. A. de C. V. and subsidiaries
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Significant financial difficultyof the issuer or debtor.
- Breachof contract, such as late payments of interest or principal
- Granting a concessionto the issuer or debtor, by the Company, as a result of financial difficultiesof

the issuer or debtor and that would not otherwise be considered.
- There is a likelihood that the issuer or debtor willenter bankruptcy or other financial reorganization.

Disappearance of an activemarket for that financial asset due to financial difficulties.

Aspectsevaluated by the Company to determine whether there is objective evidence of impairment are:

The Company assesses at the end of each year whether there is objective evidence of impairment of each
financial asset or group of financial assets. An impairment loss is recognized if there is objective evidence
of impairment as a result of one or more events that occurred after the initial recognition of the asset (a
"lossevent") and provided that the loss event (or events) has an impact on the estimated future cash flows
arising from the financial asset or group of financial assets that can be reliably estimated.

a) Financial assets carried at amortized cost

Impairment offinancial instruments

Assetsand liabilities are offset and the net amount is presented in the balance sheet when there is a
legallyenforceable right to offset the recognized amounts and there is an intention to settle on a net basis
or to realize the asset and settle the liability simultaneously.

Offsettingfinancial assets and liabilities

Trade payables are obligationsto pay for goods or servicesthat have been acquired or received from
suppliers in the ordinary course ofbusiness. Loans are initially recognized at fair value, net of transaction
costs incurred. Loansare subsequently carried at amortized cost; any difference between the funds
received(net of transaction costs) and the settlement value is recognized in the income statement over the
term of the loan using the effectiveinterest method.

Financialliabilities that are not derivatives are initially recognizedat fair value and are subsequently
valuedat amortized cost using the effectiveinterest method. Liabilities in this category are classified as
current liabilities if expectedto be settled within the next 12months, otherwise they are classified as non­
current.

Financialliabilities

Wheninstruments classifiedas available for sale are sold or impaired, the accumulated fair value
adjustments recognizedin equity are included in the income statement.

Gainsor losses arisingfrom changes in fair value ofmonetary and non-monetary instruments are
recognizeddirectly in the consolidated statement of comprehensive income in the period in which they
occur.

Financialassets availablefor sale are initially recognizedat fair value plus directly attributable transaction
costs. Subsequently,these assets are carried at fair value (unless they cannot be measured by their value
in an activemarket and the value is not reliable, in which case they will be recognized at cost less
impairment).
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Allderivative financial instruments are identified and classified as fair value hedginghedges or cash flow
hedges, for trading or the hedging ofmarket risks and are recognized in the balance sheet as assets
and/or liabilities at fair value and similarly measured subsequently at fair value. The fair value is
determined based on recognizedmarket prices and its fair value is determined using valuation techniques
accepted in the financial sector.

g. Derivativefinancial instruments and hedging activities

Subsequently, in the case of financial assets availablefor sale, an impairment loss determined by
computing the differencebetween the acquisition cost and the current fair value of the asset, less any
impairment loss previouslyrecognized, is reclassified from the other comprehensive income accounts and
recorded in the income statement. Impairment losses recognized in the income statement related to
equity financial instruments are not reversed through the income statement. Impairment losses
recognized in the income statement related to financial debt instruments could be reversed in subsequent
years, if the fair value of the asset is increased as a result of a subsequent event.

In the case of debt financial instruments, the Companyalso uses the above-listed criteria to identify
whether there is objectiveevidenceof impairment. In the case of equity financial instruments, a
significantor prolonged reduction in its fair value belowits cost is also considered objectiveevidence of
impairment.

b) Financial assets availablefor sale

Thecalculation ofthe accounts receivable impairment is described in Note 8.

Ifin the subsequent years, the impairment loss decreases and the decrease can be related objectivelyto an
eventoccurring after the date on which such impairment was recognized(such as an improvement in the
debtor's credit rating), the reversal of the loss impairment is recognized in the income statement.

If a loan or held-to-maturity investment has a variable interest rate, the discount rate for measuring any
impairment loss is the current effectiveinterest rate determined under the contract. Alternatively,the
Companycould determine the impairment of the asset givenits fair value determined on the basis of a
current observable market price.

Basedon the items listed above, the Companyassesses whether there is objectiveevidenceof impairment.
Subsequently,for the categoryofloans and receivables,when impairment exists, the amount ofloss is
measured as the differencebetween the asset's carrying amount and the present value of estimated future
cash flows(excludingfuture credit losses that have not been incurred) discounted at the original effective
interest rate. The carrying amount of the asset is reduced by that amount, which is recognizedin the
incomestatement.

(ii) National or local conditions that correlate with breaches of noncomplianceby the issuers of the asset
group

(i) Adversechanges in the payment status ofborrowers in the group of assets

- Verifiableinformation indicates that there is a measurable decrease in the estimated future cash flows
related to a group of financial assets after initial recognition, although the decrease cannot yet be
identifiedwith the individualfinancial assets of the Company,including:
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On suspending hedge accounting, in the case of fair value hedges, the adjustment to the carrying amount
of a hedged amount for which the effective interest rate method is used, is amortized to income over the
period to maturity. In the case of cash flow hedges, the amounts accumulated in equity as a part of
comprehensive income remain in equity until the time when the effects of the forecasted transaction
affect income. In the event the forecasted transaction is not likely to occur, the income or loss
accumulated in comprehensive income are immediately recognized in the income statement. When the
hedge of a forecasted transaction appears satisfactory and subsequently does not meet the effectiveness
test, the cumulative effects in comprehensive income in stockholders' equity are transferred
proportionally to the income statement, to the extent the forecasted transaction impacts it.

The Company suspends the hedges accounting when the derivative has expired, has been sold, is
cancelled or exercised, when it does not reach high effectiveness to offset the changes in the fair value or
the cash flow of the hedged item, or when the Company decides to cancel the hedges designation.

Suspension of hedge accounting

Net investment hedge in a foreign business is recorded similarly to cash flow hedges. Any gain or loss of
the related hedged instrument with the effective portion of the hedge is recorded in comprehensive
income. The gain or loss of the ineffective portion is recorded in the statement of income. Accumulated
gains and losses in equity are recorded in the statement of income when partially the foreign operation is
partially disposed of or sold. At December 31, 2013 and 2012, the Company has no derivative financial
instruments classified as net investment hedges.

Net investment hedge

The changes in the fair value of derivative instruments associated to cash flow hedges are recorded in
stockholders' equity. The effective portion is temporarily recorded in comprehensive income, within
stockholders' equity and is reclassified to profit or loss when the hedged position affects these. The
ineffective portion is immediately recorded in income.

Cash flow hedges

Changes in the fair value of derivative financial instruments are recorded in the income statement. The
change in fair value hedges and the change in the primary position attributable to the hedged risk are
recorded in the income statement in the same line item as the hedged position. At December 31, 2013
and 2012, the Company has no derivative financial instruments classified as fair value hedges.

Fair value hedges

Changes in the fair value of derivative financial instruments are recognized in finance income or expense,
except for changes in the fair value of cash flow hedges, in which case such changes are recognized in
equity. Derivative financial instruments classified as hedges are contracted for risk hedging purposes and
meet all hedging requirements; their designation at the beginning of the hedging operation is
documented, describing the objective, primary position, risks to be hedged and the effectiveness of the
hedging relationship, characteristics, accounting recognition and how the effectiveness is to be measured.

The fair value of hedging derivatives is classified as a non-current asset or liability if the remaining
maturity of the hedged item is more than 12months and as a current asset or liability if the remaining
maturity of the hedged item is less than 12months.
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Borrowingcosts related to financing of property, plant and equipment whose acquisition or construction
requires a substantial period (nine months or more), are capitalized as part of the cost of acquiringsuch
qualifyingassets, up to the moment when they are suitable for their intended use or sale.

The spare parts to be used after one year and attributable to specificmachinery are classifiedas property,
plant and equipment in other fixed assets.

33 to 50 years
10 to 14 years

4 to 8 years
6 to 10 years
10 to 20 years

Buildings and constructions
Machinery and equipment
Transportation equipment
Furniture and office equipment
Other assets

Depreciation is calculated using the straight-line method, considering separately each of the asset's
components, except for land, which is not subject to depreciation. The averageuseful livesof assets
familiesare as follows:

Subsequent costs are included in the asset's carrying amount or recognizedas a separate asset, as
appropriate, onlywhen it is probable that future economic benefits associatedwith the itemwill flows to
the Companyand the cost of the item can be reliablymeasured. The carrying amount of the replaced part
is derecognized. Repairs and maintenance are recognized in the income statement during the year they
are incurred. Major improvements are depreciated over the remaining useful life of the related asset.

Items of property, plant and equipment are recorded at cost less the accumulated depreciation and any
accrued impairment losses. The costs include expenses directly attributable to the asset acquisition.

i.Property. plant and equipment

Inventories are stated at the lower of cost and net realizablevalue. Cost is determined using the average
costmethod. The cost offinished goods and work-in-progress includes cost of product design, raw
materials, direct labor, other direct costs and production overheads (based on normal operating
capacity). Itexcludes borrowing costs. The net realizable value is the estimated sellingprice in the
normal course ofbusiness, less the applicablevariable selling expenses. Costsof inventories include any
gainor loss transferred from equity corresponding to raw material purchases that qualifyas cash flow
hedges.

h. Inventories

The fair value of derivative financial instruments reflected in the financial statements of the Company, is
a mathematical approximation of their fair value. It is computed using proprietary models of
independent third parties using assumptions based on past and present market conditions and future
expectationsat the respectivebalance sheet date.

The derivative financial instruments were privately negotiated with various financial institutions whose
strong financial condition was supported by high ratings assigned by securities and credit risk rating
agencies. The documentation used to formalize the operations entered into was that commonlyused; in
generalterms, it followsthe "MasterAgreement"generated by the "International Swaps&Derivatives
Association"("ISDA"),and is accompanied by the annexes commonlyknown as "Schedule","Credit
SupportAnnex" and "Confirmation".
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For the purpose of impairment testing, goodwillacquired in a business combination is allocated to each
of the operating segments, that is expected to benefit from the synergies of the combination. Each unit or
group of units to which the goodwillis allocated represents the lowest levelwithin the entity at which the
goodwillis monitored for internal management purposes.

Goodwillrepresents the excessof the acquisition cost of a subsidiary over the Company's equity in the fair
value of the identifiable net assets acquired, determined at the date of acquisition, and is not subject to
amortization. Goodwillis shownunder goodwilland intangible assets and is recognized at cost less
accumulated impairment losses,which are not reversed. Gains or losses on the disposal of an entity
include the carrying amount of goodwillrelating to the entity sold.

k. Intangible assets

Eachlease payment is allocatedbetween the liabilityand finance charges to achieve a constant rate on the
outstanding balance. The corresponding rental obligationsare included in non-current debt, net of
finance charges. The interest element of the finance cost is charged to the income for the year during the
period of the lease, so as to produce a constant periodic rate of interest on the remaining balance of the
liabilityfor each period. Property, plant and equipment acquired under finance leases are depreciated
over the shorter of the asset's useful life and the lease term.

Leaseswhere the Companyassumes substantially all the risks and rewards of ownership are classified as
financeleases. Finance leases are capitalized at the beginning of the lease, at the lower of the fair value of
the leased property and the present value of the minimum lease payments. If its determination is
practical, in order to discount the minimum lease payments to present value, the interest rate implicit in
the lease is used; otherwise, the incremental borrowing rate of the lessee should be used. Any initial
direct costs of the leases are added to the original amount recognizedas an asset.

Leasesin which a significant portion of the risks and rewards relating to the leased property are retained
bythe lessor are classifiedas operating leases. Paymentsmade under operating leases (net of incentives
receivedby the lessor) are recognizedin the incomestatement based on the straight-line method over the
lease period.

The classificationof leases as finance or operating depends on the substance of the transaction rather
than the form of the contract.

j. Leasing

Gainsand losses on disposal of assets are determined by comparing the sale value with the carrying
amount and are recognizedin other expenses, net, in the income statement.

The residual value and useful livesof assets are reviewedat least at the end of each reporting period and,
if expectations differ from previous estimates, the changes are accounted for as a change in accounting
estimate.

Assetsclassifiedas property, plant and equipment are subject to impairment tests when events or
circumstancesoccur indicating that the carrying amount of the assets may not be recoverable.An
impairment loss is recognizedin the incomestatement in other expenses, net, for the amount by which
the carryingamount of the asset exceeds its recoverableamount. The recoverable amount is the higher of
fairvalue less costs to sell and value in use.

Tenedora Nemak, S.A. de C.V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31, 2013 and 2012



Page22

The amount of income taxes in the income statement represents the sum of the current and deferred
income taxes.

m. Income tax

Assetsthat have an indefinite useful life, for example goodwill,are not depreciable or amortizable and are
subject to annual impairment tests. Assets that are subject to amortization are reviewed for impairment
when events or changes in circumstances indicate that the carrying amount may not be recoverable. An
impairment loss is recognizedfor the amount bywhich the asset's carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of the asset's fair value less costs to sell and its
value in use. For the purpose of assessing impairment, assets are grouped at the lowest levels at which
separately identifiable cash flows exist (cash generating units). Non-financial long-term assets other than
goodwillthat have suffered impairment are reviewedfor possible reversal of the impairment at each
reporting date.

1. Impairment of non-financial assets

Researchcosts are recognizedin income as incurred. Expenditures on development activities are
recognizedas intangible assets when such costs can be reliablymeasured, the product or process is
technicallyand commerciallyfeasible, potential future economicbenefits are obtained and the Company
intends also has sufficient resources to complete the development and to use or sell the asset. Their
amortization is recognizedin income by the straight-line method over the estimated useful life of the
asset. Development expenditures that do not qualifyfor capitalization are recognized in income as
incurred.

The estimated useful1ivesof intangible assets with finite useful lives are summarized as follows:
Developmentcosts 5 to 20 years
Customer relationships 15 to 17 years
Softwareand licenses 3 to 11 years
Trademarks and patents 15 to 20 years

ii) Finite useful life. - These assets are recognizedat cost less accumulated amortization and impairment
losses recognized. Theyare amortized on a straight line basis over their estimated useful1ife,
determined based on the expectation of generating future economicbenefits, and are subject to
impairment tests when triggering events of impairment are identified.

i) Indefinite useful life. - These intangible assets are not amortized and are subject to annual
impairment assessment. To date, no factors havebeen identified limiting the life of these intangible
assets.

Intangibleassets are classifiedas follows:

Intangible assets are recognizedin the balance sheet when they meet the followingconditions: they are
identifiable,provide future economicbenefits and the Companyhas control over such benefits.

Goodwillimpairment reviewsare undertaken annually or more frequently if events or changes in
circumstancesindicate a potential impairment. The carryingvalue of goodwillis compared to the
recoverableamount, which is the higher ofvalue in use and the fair value less costs to sell. Any
impairment is recognizedimmediately as an expense and is not subsequently reversed.
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Remeasurements from adjustments and changes in actuarial assumptions are recognized directly in
stockholders' equity in other items of the comprehensive income in the year they occur.

Theliability recognized in the balance sheet in respect of defined benefit plans is the present value of the
defined benefit obligation at the balance sheet date less the fair valueof plan assets. The defined benefit
obligation is calculated annually by independent actuaries using the projected unit credit method. The
present value of the defined benefit obligation is determined by discounting the estimated future cash
outflowsusing discount rates in conformity with the lAS19 that are denominated in the currency in
whichthe benefits will be paid, and have maturities that approximate the terms of the pension liability.

Adefined benefit plan is a plan which specifies the amount of the pension an employeewill receive on
retirement, usually dependent on one or more factors such as age,years of service and compensation.

Definedbenefit plans:

Definedcontribution plans:
Adefined contribution plan is a pension plan under which the Companypays fixed contributions into a
separate entity. The Companyhas no legal or constructiveobligations to pay further contributions if the
fund does not hold sufficient assets to pay all employeesthe benefits relating to their service in the
current and past periods. The contributions are recognizedas employeebenefit expense when they are
due.

i. Pension plans

n. Employeebenefits

Deferredtax assets and liabilities are offsetwhen a legal right exists and offset exists when the taxes are
leviedby the same tax authority.

Thedeferred income tax on temporary differencesarising from investments in subsidiaries and
associatesis recognized, unless the period of reversal of temporary differencesis controlled byTenedora
Nemak and it is probable that the temporary differenceswill not reverse in the near future.

Deferredtax assets are recognizedonlywhen it is probable that future taxable profits will exist against
whichthe deductions for temporary differences can be taken.

Managementperiodicallyevaluates positions taken in tax returns with respect to situations in which the
applicablelaw is subject to interpretation. Provisionsare recognizedwhen appropriate based on the
amounts expected to be paid to the tax authorities.

Theincome tax reflected in the consolidated incomestatement represents the tax incurred in the year,
and the effects of deferred income tax determined in each subsidiary using the asset and liabilitymethod,
applyingthe rate established by the enacted legislationor substantially enacted at the balance sheet date
wherethe Companyand its subsidiaries operate and generate taxable income. The applicable rates are
appliedto the total of the temporary differences resulting from comparing the accounting and tax bases
ofassets and liabilities in accordancewith the years in which the deferred tax asset is realized or deferred
taxliability is expected to be settled, considering when applicable, any tax loss carry forwards expected to
be recoverable. The effectof a change in tax rates is recognizedin the income of the period in which the
rate change is enacted.
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When there are a number of similar obligations, the likelihood that an outflowwill be required in
settlement is determined by considering the class of obligations as a whole. Aprovision is recognized
even if the likelihood of an outflowwith respect to anyone item included in the same class of obligations
maybe small.

Provisionsare measured at the present value of the expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the value of money over time
and the risks specific to the obligation. The increase in the provision due to the passage of time is
recognizedas interest expense.

Liabilityprovisions represent a present legal obligation or a constructive obligation as a result of past
events where an outflowof resources to meet the obligation is likelyand where the amount has been
reliablyestimated. Provisions are not recognized for future operating losses.

o. Provisions

The Company recognizes a liability and an expense for bonuses and employee participation in profits
when it has a legal or assumed obligation to pay these benefits and determines the amount to be
recognizedbased on the profit for the year after certain adjustments.

v, Employeeparticipation in profits and bonuses

TheCompanyprovides benefits to employees in the short term, whichmay include wages, salaries,
annual compensation and bonuses payablewithin 12months. Tenedora Nemak recognizes an
undiscounted provisionwhen it is contractually obligated or when past practice has created an obligation.

iv. Short-term benefits

Termination benefits are payablewhen employment is terminated by the Company before the normal
retirement date or when an employeeaccepts voluntary termination of employment in exchangefor these
benefits. The Company recognizestermination benefits in the first of the followingdates: (a) when the
Companycan no longer withdraw the offer of these benefits, and (b)when the Company recognizesthe
costs from restructuring within the scope of the lAS37 and it involvesthe payment of termination
benefits. If there is an offer that promotes the termination of the employment relationship voluntarilyby
employees,termination benefits are valued based on the number of employeesexpected to accept the
offer. Anybenefits to be paid more than 12months after the balance sheet date are discounted to their
present value.

iii. Termination benefits

TheCompanyprovidesmedicalbenefits to retired employees after termination of employment. The right
to accessthese benefits usuallydepends on the employee's havingworked until retirement age and
completinga minimum ofyears of service. The expected costs of these benefits are accrued overthe
periodof employmentusing the same criteria as those described for defined benefit pension plans.

ii. Post-employmentmedical,benefits

Past-servicecosts are recognizedimmediately in the income statement.

TheCompanydetermines the net finance expense (income) by applyingthe discount rate to the liabilities
(assets)from net definedbenefits.
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Revenuecomprises the fair value of the consideration received or receivablefor the sale ofgoods and
services in the normal course of operations. Revenueis shown net of estimated customer returns, rebates
and similar discounts and after eliminating intercompany sales.

t. Revenue recognition

Segment information is presented consistently with the internal reporting provided to the chief executive
who is the highest authority in operational decision-making, resource allocation and assessment of
operating segment performance.

s.Segmentreporting

Comprehensive income is composed of net income plus other capital reserves, net of taxes,which
comprise the effects of the translation of foreignsubsidiaries, the effects of derivative financial
instruments for cash flowhedging, actuarial gains or losses, the effects of changes in the fair value of
financial instruments availablefor sale, the equity in other items of comprehensive income of associates,
and other items specificallyrequired to be reflected in stockholders' equity and which do not constitute
capital contributions, reductions or distributions.

kComprehensive income

Tenedora Nemak's common shares are classifiedas capital stockwithin stockholders' equity.
Incremental costs directly attributable to the issuance of newshares are included in equity as a deduction
fromthe consideration received,net of tax.

g. Capital stock

Thefair value of the amount payable to employeesin respect of share-based payments whichare settled
in cash is recognized as an expense, with a corresponding increase in liabilities, over the period of service
required. The liability is included under other liabilities and is adjusted at each reporting date and the
settlement date. Anychange in the fair value of the liability is recognized as compensation expense in the
incomestatement.

TheCompany's compensation plans are based on the market value of its shares in favorof certain senior
executivesof the Companyand its subsidiaries. The conditions for granting such compensation to the
eligibleexecutives include among other things, compliancewith certain metrics such as the levelof profit
achieved,remaining in the Company for up to 5 years, etc. The Board of Directors has appointed a
technicalcommittee to manage the plan, and it reviewsthe estimated cash settlement of this
compensation at the end of the year. The payment plan is alwayssubject to the discretion of the senior
management ofALFA. Adjustments to this estimate are charged or credited to the incomestatement.

p. Share-based payments

Provisionsfor legal claims are recognizedwhen the Companyhas a present obligation (legalor assumed)
as a result of past events, it is likely that an outflowof economicresources willbe required to settle the
obligationand the amount can be reasonably estimated.
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• lAS 1(amended) - "Presentation of Financial Statements" The amendment requires entities to
separate the items presented in other comprehensive income in two groups based on whether they
can be recycled to the income statement in the future or not. Items that cannot be recycledare
presented separately from the items that maybe recycledin the future. Entities that decide to
present items of other comprehensive incomebefore taxes, should show the taxes related to the two
groups separately. For the Company, this amendment became effectiveon January 1,2013. The
amendment affected the presentation only and had no effect on the Company's financial position or
performance.

The accounting policiesadopted are consistent with those of the previous financial year except for the
adoption ofnew standards effectiveat January 1,2013. The nature and impact of each new standard or
modification are described as follows:

w. Changes in accounting policiesand disclosures

Non-recurring items are those which require judgment from management to be disclosed, due to their
sizeor incidence. These items are disclosed in the consolidated statement of income and in Note 2. The
transactions that resulted in non-recurring items are due to the recognition of a gain from a bargain
purchase recorded as explained in Note 2.

v. Non-recurring items

Advancedpayments mainly comprise insurance and the corporate fee paid to Alfa. These amounts are
registered based on the contractual value and are carried to the incomestatement on a monthly basis
during the life to which each advanced payment corresponds: the amount that corresponds to the portion
to be recognizedwithin the next 12months is presented in current assets and the remaining amount is
presented in non-current assets.

u.AdvancedPayments

TheCompanyestimates are based on historical results, taking into consideration the type of customer,
the type of transaction and the specificsof each arrangement.

Revenuerecognition criteria depend on the contractual conditions with its customers. In some cases
depending of the agreements with each customer the risks and rewards of ownership are transferred
when the goods are taken from the plant of the Companyto the customers, in other cases the risks and
rewards of ownership are transferred when the goodsare delivered from the plant to the customers.

- The risks and rewards ofownership havebeen transferred
- The amount of revenuecan be reliablymeasured
- It is likelythat future economicbenefitswillflowto the Company
- The company retains no involvementassociatedwith ownership nor effectivecontrol of the sold goods
- The costs incurred or to be incurred in respect of the transaction can be measured reasonably.

Revenuefrom the sale of goodsand products are recognizedwhen all and each of the following
conditions are met:
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• IFRS12,"Disclosureof Interests in Other Entities" requires an entity to disclose information that
enables users of financial information to evaluate the nature and risks associated with its interests in
other entities, includingjoint arrangements, associates, special purpose entities and other off balance
sheet entities; in addition to the effectsof these interests in its financial position and performance,
and its cash flows. The Company made the required disclosures in the consolidated financial
statements at December31,2013.

• IFRS11"Joint arrangements" The standard focuseson the rights and obligations of the parties to
determine whether there is a joint arrangement, over other factors such as the legal form. There are
two types ofjoint arrangements: Joint operations and joint ventures. Joint operations occur when
investors have rights to the assets and obligations for the liabilities of an arrangement, a joint
operator accounts for his portion of assets, liabilities, revenues and expenses. Ajoint venture occurs
when investors have rights over the net assets of the arrangement, joint ventures are accounted for
using the equity method. Proportional consolidation is not allowedunder this standard. This change
had no effect on the consolidated financial statements of the Company.

• IFRS10,'Consolidated financial statements' - IFRS10was issued in May2011and replaces all the
guidance on control and consolidation in lAS27, "Consolidated and separate financial statements',
and SIC12,"Consolidation- Special purpose entities'. Under IFRS10,subsidiaries are all entities
(including the structured entities) overwhich the Companyhas control. The Companycontrols an
entity when it has power over an entity, is exposed to, or has rights to variable returns from its
interest in the entity and has the ability to affect these returns through its power over the entity.
Subsidiaries are fullyconsolidated from the date when the control is transferred to the Company.
They are deconsolidated from the date control ceases. The Companyhas applied IFRS10
retrospectively in conformitywith transition provisions described in this standard. The
aforementioned had no impact on the consolidation of investments held by the Company.

Past-servicecosts are recognized in the statement of income in the period of a plan amendment,
instead of deferring the portion related to the unvested benefits. Previouslythe Companyrecognized
past-service costs immediately in income, unless the changes to the pension plan are conditional on
the employees remaining in service for a specifiedperiod (vesting period), management determined
that the effectof the net income of the Companyfor 2012 is not significant. As a result of the
adoption of the amendment to lAS 19,the Companyadjusted against retained earnings, an
accumulated balance for unamortized past-service costs amounting to PS13,742,net of deferred
income tax at January 1,2013. The lAS 19(Revised)was adopted prospectivelyand prior periods
were not restated since management determined that the effect is not significant for the Company's
financial position.

• lAS19(Revised)- "Employeebenefits" There are a number of amendments that have been applied
retrospectively;these eliminate the option to defer the recognition of actuarial gains and losses in the
definedbenefit post-employment plans, known as the "corridor method". The Companyhas not
previouslyapplied this option and has recognizedthe gains and losses in other comprehensive
income. Therefore, this change in the standard has no impact on the Company's consolidated
financial statements. The expected returns on plan assets are no longer recognized in the statement
of income for the year, instead, there is a requirement to recognize interest on the net defined benefit
liability (asset) in the statement of income, calculated using the discount rate used to measure the
definedbenefit obligation. This change had no significant impact on the consolidated financial
statements of the Company.
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IAS39, "Financial Instruments": Recognitionand Measurement"

- IAS32, "Financial instruments: presentation"
In December 2011,the IASBamended lAS32. These amendments are in the application guide and clarify
some of the requirements for offsetting financial assets and financial liabilities in the statement of
financial position. For the Company, this amendment is obligatoryas from January 01,2014.

In November 2013, the IASBamended lAS19regarding DefinedBenefitPlans, EmployeeContributions.
The objectiveof this amendment is to provide additional instruction on the accounting ofemployeeor
third party contributions to the defined benefit plan of the Company. This amendment is effectiveas
fromJanuary 1,2015.

lAS19,"Employee benefits"

IFRS9was issued in November2009 and included requirements for classificationand measurement of
financialassets. Requirements for financial liabilities were included as part of the IFRS9 in October
2010. IFRS9 is the first standard issued as part of the project to replace lAS39. IFRS9maintains and
simplifiestwo types ofmeasurement models and establishes two main categories of financial assets: at
amortized cost and fair value. The classification basis depends on the business model of the Company
and the characteristics of contractual cash flowsof financial instruments. lAS39 guide to impairment of
financial assets and hedge accounting continues to be applicable. For the Company, this amendment is
obligatoryas from January 1,2015.

IFRS9, "Financial Instruments"

The followingsets out the newpronouncements and amendments issued,which are effectivefrom
January 1,2014 that have not been adopted and early adopted by the Company.

x. Newaccounting pronouncements effectivefrom Januazy 1.2014

• lAS36 "Impairment of assets" In May2013, the IASBamended lAS36. This amendment indicates
the disclosure of information over the recoverablevalue of impaired assets if the amount is calculated
based on the fair valuemethod less cost of sale. The Companyadopted this amendment in advance.

• 2011annual improvements include an improvement to lAS16"Property, plant and equipment"
clarifyingthat main spare parts and maintenance equipment that complywith the definitionof
Property, plant and equipment, are not part of the inventory, and the improvement to lAS32
"Financial instruments presentation" clarifies that income taxes derived from distributions to
shareholders are accounted for in accordancewith lAS12"Taxeson gains". These improvements
had no effect on the Company.

• IFRS13,"Fair ValueMeasurements". The objectiveof IFRS13is to provide a precise definitionof
fair value and be a singlesource for the measurement and disclosurerequirements for fair value
when it is required or permitted by other IFRS,except for transactions within the scopeof IFRS2
"Share-based payments", lAS 17 "Leases",measurements that have similarities to fairvaluebut not
considered as such, and the net realizablevalue under the scopeof the lAS 2 "Inventories"or the
value in use in lAS36 "Impairment oflong-lived assets". The application ofIFRS 13has not
significantlyimpacted the fair value measurements made by the Company.
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Theproposed transactions must meet certain criteria, including that the hedges are lower than exposures,
and that they are the result of a fundamental analysis and properly documented. Sensitivityanalyses and
other risk analyses should be performed before the operation is carried out.
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Nemak's CEO
ALFA Risk Management Committee
FinanceCommittee
ALFA Board of Directors

Cumulative
transactions

annual
Individual

transactions

Possible Maximum Loss US$

ALFAhas a RiskManagement Committee, consisting of the Chairman, the Chief ExecutiveOfficer, the
ChiefFinancialOfficerofthe Companyand a financial executiveof the Companywho acts as technical
secretary. The Committee overseesderivatives transactions proposed by the subsidiaries ofALFAin
whichthe maximum possible loss exceedsUS$I. This Committee supports both the ExecutiveDirector
and the Chairman of the Company. Allnew derivative transactions that the Companyproposes to make,
and the renewal of existingderivatives, require approval by both the subsidiary and ALFAin accordance
with the followingschedule of authorizations:

Theobjectiveis to protect the financial health of the business taking into account the volatility associated
with exchangerates and interest rates. Additionally, due to the nature of the industries inwhich it
participates, the Companyhas entered into derivative hedges of input prices.

TheCompany'sactivitiesexposeit to various financial risks: market risk (including foreign exchange risk,
interest rate risk on cash flowsand interest rate risk on fair value), credit risk and liquidity risk. The
Company'srisk management plan considers the unpredictability of the financial markets and seeks to
minimizethe potential negativeeffectson the financial performance of the Company. The Company uses
derivativefinancial instruments to hedge some risk exposures.

4.1 Financialrisk factors

Note 4 - Financial risk management:

There are no additional standards, amendments or interpretations issued but not effectivethat could have
a significanteffecton the company.

At the date of the financial statements, the Company'smanagement is in the process of quantifying the
effectsof adoption of the newstandards and amendments mentioned above.

In June 2013, the IASBamended lAS39 to clarifythat there is no need to suspend hedge accounting
whennovation ofa hedging instrument to a central counter party meets certain requirements. For the
Company,this amendment is applicable to annual periods starting on or subsequent to January 1, 2014.
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TheCompany has certain investments in foreign operations, whose net assets are exposedto the risk of
foreign currency translation. The currency exposure arising from the net assets of the Company's foreign
operations are frequently managed through borrowings denominated in the relevant foreigncurrency.
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The risk management policyof the Company is to cover as a maximum the followingpercentageswith
respect to the predicted exposure:

TheCompany participates in operations with derivativefinancial instruments on exchangerates for the
purpose of controlling the total comprehensive cost of its financing and the volatilityassociatedwith
exchangerates. Additionally,it is important to note the high "dollarization"ofthe Company'srevenues,
since a large proportion of its sales are made abroad, providing a natural hedge against its obligations in
dollars,while at the same time its income level is affected in the event exchange rate appreciation. Based
on the overall exchange rate exposure at December 31,2013 and 2012, a hypothetical variation of5%in
the exchange rate MXN/USD,holding all other variables constant, would result in an effecton the income
statement by PS7,049and PS30,952,respectively.

For this reason, in the past, in times when the Mexicanpeso has appreciated in real terms against other
currencies such as dollar, the Company's profit margins havebeen reduced. On the other hand, when the
Mexicanpeso has lost value, the Company's profit margins have been increased. However,although this
correlation factor has appeared on several occasions in the recent past, there is no assurance that it will be
repeated if the exchange rates between the Mexicanpeso and other currencies fluctuate again.

The respective exchange rates of the Mexican peso, the U.S.dollar and the euro are very important factors
for the Company due to the effectthey have on their results. Tenedora Nemak estimates that
approximately50% of its sales are denominated in U.Sdollar and 35%in Euro, either because they come
fromproducts that are exported from Mexicoor because they come from products that are manufactured
and sold abroad, or because even if sold in Mexicothe price of such products are set based on
international prices in foreigncurrencies such as the U.S.dollar or the Euro.

TheCompanyoperates internationally and is exposedto foreign exchange risk, primarily related to the
Mexicanpeso and the currenciesother than the functional currency in whichits subsidiaries operate.
TheCompany is exposedto foreignexchange risk arising from future commercialtransactions in assets
and liabilities in foreign currencies and investments abroad.

(i) Exchangerate risk

(a) Market risk
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The Company's treasury invests those funds in time deposits and marketable securities whose maturities
or liquidity allow flexibilityto meet the cash needs of the Company. At December 31,2013 and 2012, the
Company had time deposits ofPSl,149,1l0 and PSI61,072,respectively,which are considered sufficient to
adequately manage liquidity risk.

Projected cash flowsare determined at each operating entity of the Companyand subsequently the
finance department consolidatesthis information. The finance department of the Company continuously
monitors the cash flowprojections and liquidity requirements of the Companyensuring that sufficient
cash and highly liquid investments are maintained to meet operating needs, and it's that some flexibilityis
maintained through open and committed credit lines. The Company regularlymonitors and makes
decisions ensuring that the limits or covenants set forth in debt contracts are not violated. The
projections consider the financingplans of the Company,compliance with covenants, compliance with
minimum liquidity ratios and internal legal or regulatory requirements.

(c) Liquidity risk

The impairment provision for doubtful accounts represents estimated losses resulting from the inability of
customers to make required payments. In determining the allowance for doubtful accounts, significant
estimates have to be made. TheCompanyperforms ongoing credit evaluations of its customers and
adjusts credit limits based upon payment history and the customer's current creditworthiness, as -
determined by a reviewof their current credit information. In addition, the Company considers a number
offactors to determine the sizeand appropriate timing for the recognition of allowances, including
historical collection experience,customer base, current economic trends and the ageing of the accounts
receivableportfolio.

During2013 and 2012, credit limitswere not exceededand management does not expect losses in excess
of the impairment recognizedin the corresponding periods.

Individual risk limits are determined based on internal and external ratings in accordance with limits set
by the Board. The use of credit risk is monitored regularly. Sales to retail customers are in cash or by
credit card.

Credit risk is managed on a groupbasis, except for the credit risk related to accounts receivable balances.
Eachsubsidiary is responsiblefor managing and analyzingcredit risk for each of its new customers before
setting the terms and conditionsofpayment. Credit risk is generated from cash and cash equivalents,
derivativefinancial instruments and deposits with banks and financial institutions as well as credit
exposureto customers, includingreceivables and committed transactions. Ifwholesale customers are
rated independent, these are the ratings used. If there is no independent rating, the Company's risk
control group evaluates the creditworthiness of the customer, taking into account their financial position,
past experience and other factors.

(b) Credit risk

AtDecember31,2013 and 2012,if interest rates on variable rate loans were increased/decreased by 10%,
interest expensewould increase/decrease by PS17,910and PS24,388,respectively.

The interest rate risk for the Companyarises from long-term loans. Loansat variable rates expose the
Companyto interest rate risk on cash flows that are partially offsetby cash held at variable rates. Loans at
fixedrates exposethe Companyto interest rate risk at fair value. Seenote 15

(ii) Interest rate and cash flowrisk
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The consumption of natural gas has represented significant amounts during the last years. In this sense,
the Company has entered into operations involving derivative financial instruments on natural gas
seeking to reduce the volatility of the prices of such supplies.

Based on the exposure of aluminum price in general at December 31, 20113, a hypothetical increase
(decrease) of 10% applied at fair value and maintaining all other variables constant, such as exchange
rates, the increase (decrease) would result in an impact at December 31, 2013 and 2012 in the income
statement of Ps 1,256 and Ps 1,300, respectively.

Nemak has significant consumption of aluminum, scrap as well as ingot. In order to fix the selling prices
of certain of its products, the Company has entered into agreements with certain customers. At the same
time, it has entered into transactions involving derivatives on natural gas that seek to reduce price
volatility of the prices of this input.

(d) Price risk of inputs and products

At December 31, 2013, The Company has contractual credit lines unused for a total of US$186.

Tenedora expects to meet its obligations with cash flows generated by operations. Additionally Tenedora
Nemak has access to credit lines with various banks to meet possible requirements.

28,642

136,503

Ps

More than 5
years

745
90,348

7,699,004

Ps

More than 5
years

From 3 From 1 From 2
Less than months and year and 2 years and 5
3 months 1 year years years

Ps10,647,928 Ps 744,053 Ps Ps
559,389 1,411,169 1,711,646 4,678,977
89,901 269,703 359,604 1,078,811

407,859 3,754,893
2,211 6,634 24,408 43,001

57,933 15,069 45,766 318,330
7,407 22,221 15,819 26,376

13,401 816,430 993,857 288,680

Between 3 Between 1 Between 2
Less than months and year and 2 years and 5
3 months 1 year years years

Ps 8,978,662 Ps1,287,OOO Ps Ps
663,134 1,500,628 2,242,596 11,055,330
62,802 209,883 273,556 4,297,872
134,012 13,045 2,619 16,587
15,999 47,996 49,263 329,683
7,285 21,855 32,104 43,111

580,510 2,165,352

At December 31.2012
Trade and other accounts payable
Bank loans
Peso Bond
Notes payables
Derivative financial instruments
Financial leases
Long term related parties

AtDecember 31. 2013
Trade and other accounts payable
Bank loans
Senior Notes
Peso Bond
Notes payables
Derivative financial instruments
Financial leases
Long term related parties

The following table analyzes the derivative and non-derivative, grouped according to their maturity, from
the balance sheet date to the contractual maturity date. Derivative financial liabilities are included in the
analysis if their contractual maturities are required to understand the timing of the Company's cash flows.
The amounts disclosed in the table are contractual un discounted cash flows.
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The followingtable presents the Tenedora Nemak's assets and liabilities that are measured at fair value at
December31, 2013:

Level1 Level2 Level 3 Total
Assets

Financialassets at fairvalue
through profitor loss:
- Trading derivatives Ps Ps Ps Ps
Derivativesused for hedging
Financialassets available for sale 70177

Total assets ps Ps Ps 7Q,177 Ps

Liabilities

Financial liabilitiesat fairvalue
through profitor loss
- Trading derivatives Ps (Ps 155,042) Ps (Ps 155,042)
Derivatives used for hedging (282.800) (282.800)

Total liabilities Ps (Ps 43Z1842) Ps (Ps 4:3Z 842)

- Level3: Valuations made through techniques wherein one or more of their significant data inputs are
unobservable.

- Level2: Other valuations including quoted prices for similar instruments in active markets that are
directly or indirectly observable.

- Levell: Quoted prices for identical instruments in activemarkets.

The followingis an analysisoffinancial instruments measured by the fair value valuation method. The 3
different levels used are presented below:

4.3 Fair value estimation

The financial ratio of totalliabilitiesftotal equitywas 1.89and 2.31at December 31, 2013 and 2012,
respectively.

TenedoraNemak monitors equitybased on the degree ofleverage. This percentage is calculated by
dividingtotal liabilities by total equity.

Tomaintain or adjust the equitystructure, the Companymay adjust the amount of dividends paid to
shareholders, return equityto shareholders, issue newshares or sell assets to reduce debt.

TheCompany'sobjectiveswhenmanaging equity are to safeguard the Company's ability to continue as a
goingconcern, so that it can continue to provide returns for shareholders and benefits for other
stakeholders and to maintain an optimal capital structure so as to reduce the cost of equity.

4.2 Equityrisk management
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There are no transfers between Levels 1and 2, or between Levels 2 and 3 in the reported periods.

EsTotal liabilities

Ps (Ps 165,895)
(277.045)

(Es 442 94Q)

(Ps 165,895) Ps
(277.045)

(Es 442 94Q) 6E~s===

Financial liabilities at fair value
throughprofit or loss
- Trading derivatives
Derivativesused for hedging

Liabilities

Total assets 6E~s===

Ps 8,832 Ps Ps 8,832
13,337 13,337

70.166 70,166

Es 221169 Es ZQI166 Es 921335

Financialassets at fair value
throughprofit or loss:
- Tradingderivatives Ps
Derivativesused for hedging
Financialassets available for sale

Level 3Level 2Level 1
Assets

The following table presents the Tenedora Nemak's assets and liabilities that are measured at fair value at
December 31, 2012:
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The financial assets included within this level are onlythe financial assets available for sale, which
correspond to investment in shares of companies that are not listed in an active market; therefore, the fair
valuemay not be reliably determined.

- Market quotations or offers from retailers for similar instruments.
- The fair value of interest rate swaps calculated as the present value of estimated future cash flowsbased
on observable yield curves.

- The fair value of forward exchangecontracts determined using the exchange rates
on the balance sheet date, with the resulting value discounted to present value.

- Other techniques, such as the analysis of discounted cash flows.whichareusedto determine fair value
for the remaining financial instruments.

Specificvaluation techniques used to value financial instruments include:

Ifone or more of the significant inputs is not based on observablemarket data, the instrument is classified
at Level3.

Level3

Thefair values represent a mathematical approximation of their market value at the date of measurement.
Themarket value estimate consists in considering the future rates corresponding to the underlying asset.
Thesefuture rates are obtained from observablemarket curvesof related sources (such as, but not
exclusively,CMAI,OPIS). These estimates are generallyconfirmedwith valuations of considerations
issuedby each instrument.

In order to determine the fair value, natural gasmarket price quotations in the NYMEXExchange and in
othermarkets were used.

Thevaluation information used in the Company's financialstatements to measure the fair value includes
the market prices of natural gas, as well as the exchangerate interest rates.

Thefair value of financial instruments that are not traded in an activemarket is determined by using
valuationtechniques. These valuation techniques maximizethe use of observable market data when
availableand rely as little as possible on estimates specificto the Company. Ifall significant inputs
required to measure an instrument at fair value are observable,the instrument is classified at Level2.

Level2

The fair value of financial instruments traded in activemarkets is based on quoted market prices at the
balancesheet date. Amarket is considered active if quoted prices are clearly and regularly available from
a stockexchange,dealer, broker, industry group, pricing serviceor regulatory agency,and those prices
represent actual and regular market transactions at arm-length conditions. The trading price used for
financialassets held byALFAis the current bid price.

Levell
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Estimates of fair value are primarily determined using discounted cash flowsand market comparisons.
These approaches use significant estimates and assumptions, including projected future cash flows
(including timing), discount rates reflecting the inherent risk in future cash flows,perpetual growth rates,
determination of appropriate market comparables and the determination ofwhether a premium or
discount should be applied to comparables. Inherent in these estimates and assumptions is a certain level
of risk,which the Companybelieves has considered in their valuations. Nevertheless, if future actual
results differ from estimates, a possible impairment charge may be recognizedin future periods related to
the write-down of the carryingvalue of other intangibles in addition to the amounts recognized
previously.

The identification and measurement of impairment to goodwill involvesthe estimation of fair values.
These estimates and assumptions could have a significant impact on whether or not an impairment
charge is recognizedand also the magnitude of any such charge. The Companyperforms valuation
analyseswith the assistance of third parties and considers relevant internal data, as well as other market
information that is publiclyavailable.

(a) Estimated impairment of goodwill

TheCompanymakesestimates and assumptions concerning the future. The resulting accounting
estimates will,by definition, seldom equal the related actual results. The estimates and assumptions that
havea significant risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financialyear are addressed below.

5.1Criticalaccountingestimates and judgments

Estimates and judgments are continually evaluated and are based on historical experience and other
factors, includingexpectationsof future events that are believed to be reasonable under the
circumstances.

Note 5 - Critical accounting estimates and judgments

ps 70177Final balanceat December31,2013

Ps 69,544
622

70,166
11

Financial assets
available for sale

Availablefor sale
Initial balanceat January 1, 2012
Additions
Final balanceat December31,2012
Exchangedifferences
Additions

The followingtable presents the movement in Level3 instruments for the year ended December 31,2013
and 2012:
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The fair value of financial instruments that are not traded in an active market is determined by using fair
value hierarchies. The Company uses its judgment to select a variety of methods and make assumptions
that are based mainly on market conditions existing at the end of each reporting period.

(e) Fair value derivatives

These differences result in deferred tax assets and liabilities included within the statement of financial
position. The Company then evaluates the probability to recover its deferred tax assets. The Company
recognizes deferred tax assets for all deductible temporary differences, insofar as there is a probability
that the entity has future tax benefits against which to apply these deductible temporary differences. The
most recent projections of available profits are used to determine future tax benefits.

As part of the preparation processes of the financial statements, the Company is required to calculate
income tax. This process involves estimating the real exposure of the current tax, as well as evaluating the
temporary differences resulting from treating items differently, such as impairment of trade accounts
receivable, deferred assets, inventories, property, plant and equipment, accumulated expenses and tax
loss carryforwards, for tax and accounting purposes.

The Company is subject to income taxes in numerous jurisdictions. Significant judgment is required in
determining the worldwide provision for income taxes. There are many transactions and calculations for
which the ultimate tax determination is uncertain. The Company recognizes liabilities for anticipated tax
audit issues based on estimates of whether additional taxes will be due. Where the final tax outcome of
these matters is different from the amounts that were initially recorded, such differences will impact the
current and deferred income tax assets and liabilities in the period in which such determination is made.

(d) Income tax

For business combinations, IFRS require performing a calculation of fair value allocating the purchase
price to the fair value of acquired assets and liabilities. Any difference between the cost of acquisition and
the fair value of net acquired assets is recognized as goodwill. The fair value is calculated at the date of
acquisition. As a result of the nature of the fair value evaluation, the purchase price allocation and
determinations of fair value at the date of acquisition require significant judgments based on the extensive
range of complex variables during a certain period of time. Management uses all the information
available to determine the fair value.

(c) Business combinations - purchase price allocations

The Company estimates the useful lives of their property, plant and equipment and long-lived intangibles
in order to determine the depreciation and amortization expense, respectively, to be recorded during any
reporting period. The useful1ife of these assets is calculated at the time of acquisition and is based on the
past experience with similar assets, considering the technological changes faster than expected, or
differently than expected. Were technological changes occur faster than estimated, or differently than
estimated, the useful lives assigned to these assets could require being shortened. This would result in
recognizing a greater depreciation and amortization expense in future periods. Alternatively, these types
of technological changes could result in recognizing a charge for impairment to reflect the reduction in the
value of assets. The Company reviews these useful lives annually. Likewise, in the case of signs of
impairment, the Company performs an estimate to determine the fair value of assets. At December 31,
2013 and 2012, there were no indicators of impairment.

(b) Property, plant, equipment and definite life intangibles
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ps 605997ps 1.782.846

2012

Ps 544,925
61.072

2013

Ps 633,736
1.149.110

Cashat bank and in hand
Short-term bank deposits

Total cash and cash equivalents (excluding bank overdrafts)

December 31.

Cashand cash equivalents presented in the statements of financial position consist of the following:

Note 6 - Cash and cash equivalents:

TheCompanyhas recognizedrevenue amounting to PS56,298,887and 51,384,561for the sale of products
to OEM'sduring 2013and 2012,respectively. The buyer has the right to return the goods if their
customers are dissatisfied. TheCompanybelievesthat, based on past experience with similar sales, the
dissatisfaction rate will not exceed3%. The Companyhas, therefore, recognized revenue on this
transaction with a correspondingprovision against revenue for estimated returns. If the estimate changes
by 1%,the revenue willbe reduced/increased by Ps 562,989 YPS513,846during 2013y 2012, respectively.

(a) Revenue recognition

5.2Criticaljudgments in applyingthe entity's accounting policies

Contingenciesare recorded as provisions when it is likelythat a liability has been incurred and the
amount of the loss is reasonablyestimable. It is not practical to estimate sensitivity to potential losses if
other assumptions were used to record these provisions, due to the number of underlying assumptions
and the range of possible reasonable outcomes regarding potential actions by third parties, such as
regulators,both in terms of lossprobability and estimates of such loss

Managementalso makesjudgments and estimates in recording provisions for matters relating to claims
and litigation, primarily in relation to rates of interconnection services. Actual costs mayvary from
estimatesfor several reasons, such as changes in cost estimates for resolution of complaints and disputes
basedon different interpretations of the law, opinions and evaluations concerning the amount ofloss.

(g) Contingent losses

TheCompanydetermines the adequate discount rate at each year end. This interest rate shouldbe used
to determine the present valueof cash outflows required to settle expectedfuture pension obligations. In
determining the appropriate discount rate, the Companyconsiders the discounted interest rate in
conformitywith lAS 19"Employeebenefits" denominated in the currency in which the benefits willbe
paidand that have terms to maturity approximating the terms of the related pension obligation.
Otherkeyassumptions for pension obligations are based, partly on current market conditions.

Thepresent value of the pensionsobligations depend on several factors that are determined on an
actuarialbasis using a varietyof assumption. Assumptions used in the determination of the net cost
(income)for pensions includesthe discount rate. Anychange in these assumptions will have an impact
on the carrying value ofpensionobligations.

(J) Pensionbenefits

Tenedora Nemak, S. A. de C.V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31,2013and 2012
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Customers and other accounts receivable include past-due balances ofPs 746,517and PS908,oS6at
December31,2013 and 2012, respectively.

Es 3 4Z11654

2012

Ps2,133,279
1,069,821
313,874
(45.320)

ES41342SZ4Total

2013

Ps 2,816,206
1,097,524
472,072
(43,228)

Trade receivables
Value-added tax and other taxes
Sundry debtors
Provision for impairment

December 31,
Note 8 -Trade and other receivables, net:

a) Itcorresponds to deposits under judgment by authorities derived from differences in the
interpretation of some laws in certain countries. The main amount corresponds to the claim of taxes
by the Brazilian tax authority as well as other labor and social security contingenciesmainlyof
employeeclaims linked to disputes about the amount of indemnities paid on dismissals in Brazil.See
Note 28.

Es 584049

2012

Ps 573,978
10071

Es 3Z1OZ1Restrictedcash and cash equivalents

2013

Ps 360,715
10,356

Current(a)
Non-current(Note 13)

December 31,

Thevalue of restricted cash and cash equivalents are composed as follows:

Note 7 - Restricted cash and cash equivalents

Cashand cash equivalents at end of year

Cashand cash equivalents
Bankoverdrafts (classified as debt in
currentliabilities)

December 31,

2013 2012

Ps 1,782,846 Ps 605,997

(63,926) (4,164)

Es 1 Z181920 Es 601 833

Forpurposes of the cash flowstatement the cash and cash equivalents include the followingitems:

TenedoraNemak, S. A. de C.V. and subsidiaries
Notesto the Consolidated Financial Statements
AtDecember 31, 2013 and 2012
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The cost of inventories recognized as an expense and included in "cost of sales" amounted to Ps
48,597,266 and PS44,621,334 for 2013 y 2012, respectively.

Es 6.539.730Es 6912.341

2012

Ps 959,470
3,775,005
1,805,255

2013

Ps 1,177,447
3,509,303
2,225,591

Finished goods
Raw material and other consumables
Production in process

December 31,

Note9 - Inventories:

At December 31, 2013 and 2012, the maximum risk of accounts receivable is their carrying value.

Increases in the provision for impairment of customers and other receivables are recorded in the
statement of income under sales expenses.

Final balance (December 31)

2013 2012

(Ps 45,320) (Ps 55,668)
(12,050) (21,082)
6,662 233
7,480 31197

(Es ~3.22a) (Es ~5.32Q)

Initial balance (January 1)
Provision for impairment of customers and other receivables
Receivables written off during the year
Unused amounts reversed

Movements in the provision for impairment of customers and other receivables are analyzed as follows:

Trade receivables

December 31 2013

Past due balances

1 to 30 30 to 90 90 to 180 More than
days days days 180 days

es~6:1 Z5.Z es :185.35.Z es 9~ 068 es 5. 335.

December 31 2012

Past due balances

1 to 30 30 to 90 90 to 180 More than
days days days 180 days

es 5.33 :15.9 es :144 8Z0 es Z65.:l6 es :15.35.:1:1

Trade receivables

The analysis by age of the balances due from customers and other receivables hot covered by impairment
provisions is as follows:

Tenedora Nemak, S~A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31, 2013 and 2012
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At December 31, 2013 and 2012, there were no inventories provided in guarantee.

Note 10 - Financial Instruments:

a. Financial instruments by categorY.
At December 31 2013

Assets and
Accounts financial

receivable and liabilities at Derivative
liabilities at fair value contracted
amortized with changes in Available as
~ income for sale hedge Total

Financial assets:
Cash and cash equivalents Ps 1,782,846 Ps Ps Ps Ps 1,782,846
Restricted cash and cash equivalents 371,071 371.071
Cuslomers and other accounts
receivable 4,342,574 4,342,574
Related parties 1.981,917 1.981,917
Financial assets available for sale 70177 70177

Es 8 ~18~08 Es Es 10 izz Es Es 8 S~8eas
Financial liabilities:
Debt Ps16.864.546 Ps Ps Ps Ps 16.864.546
Trade and other payables 11.648.696 11.648.696
Related parties 2,357.977 2.357,977
Derivative financial
instruments 44106 335,709 379,815

Es30871 219 Es 44106 Es Es 33S109 Es 312S1034

At December 31 2012

Assets and
Accounts financial

receivable and liabilities at Derivative
liabilities at fair value contracted
amortized with changes in Available as

cost income for sale hedge Total
Financial assets:
Cash and cash equivalents Ps 605,997 Ps Ps Ps Ps 605.997
Restricted cash and cash equivalents 584.049 584.049
Customers and other accounts
receivable 3.471.654 3.471,654
Related parties 2.016.231 2,016.231
Derivative financial
Instruments 8.832 13.337 22.169
Financial assets available for sale 70,166 70166

Es 6611 93l Es 8832 Es 10 l66 Es l3331 Es 6110266
Financial liabilities:
Debt Ps18.223.156 Ps Ps Ps Ps 18.223,156
Trade and other payables 9.339.543 9.339,543
Related parties 2.786,486 2.786,486
Derivative financial
Instruments 165,895 277 045 442940

Es30~9l8S Es l6S 89S Es Es 211O~S Es 3D192 l2S

In the years ended on December 31, 2013 and 2012, damaged, slow-moving and obsolete inventory was
charged to cost of sales in the amount of Ps 447,691 and PS496,195, respectively.

Tenedora Nemak, S.A. de C. V. and subsidiaries
Notesto the Consolidated Financial Statements
AtDecember 31, 2013 and 2012



Page 42

Group Z - clients/current related parties (more than 6 months) with some noncompliance in the past. All
. noncompliances were fully recovered.

Es 22 j69
Group X - new clients/related parties (less than 6 months).
Group Y - clients/current related parties (more than 6months) without noncompliance in the past.

17,297
4,872

Ps

Es j j90,046

Ps 218,137
1,454

252,602
641,228
11,055
16,028
49,542

Es

"BBB"
"BBB-"

IIAII

"A-"

Ps"A+"
Derivative financial instruments

Es 2,j53,9H

"BBB+"
"BBB"
"BBB-"
"BB+"
Other categories

IIA"

Ps 22,889
649,504
173,552
849,566
381,976
52,983

23,447

Cash and cash equivalents with and without
restriction
"A+"
"A_If

Total unimpaired accounts receivable

Counterparties without external credit rating
"Type X clients"
"Type Y clients"
Other accounts receivable type Z

"BB+"
Other categories

"BBB-"

Trade and other receivables and related parties
Counterparties with external credit rating
"A_"
nAn

December 31.

2013 2012

Ps 185,861 Ps
138,327

1,447,941 7,731
730,066 1,687,006
361,588

2.725,456 1,833,064

3,642,262 3,700,171

3,642,262 3,700,171

Es 6,3611j6 Es 5,533,205

The credit quality of financial assets that are neither past due nor impaired can be assessed by reference to
external credit ratings (if available) or to historical information about counterparty default rates:

b. Credit Quality of financial assets

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31, 2013 and 2012
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In the year ended December 31, 2013 and 2012, the Company had no effects from ineffectiveportions of
fair value and cash flowshedges.

Trading derivatives are classifiedas current assets or liabilities. The fair value of hedges is classifiedas a
non-current asset or liability if the remaining maturity of the hedged item is more than 12months and as
a current asset or liability if the remaining maturity of the hedged item is less than 12months.

The principal obligations whichthe Company is subject to depends on the type of contract and the
conditions established in each one of the derivative financial instruments in force at December 31, 2013
and 2012.

Notional amounts related to derivativefinancial instruments reflect the contracted reference volume;
howeverthey do not reflect the amounts at risk with respect to future cash flows. The amounts at risk are
generallylimited to the unrealized profit or loss from the market valuation of such instruments, which
mayvary according to changes in the market value of the underlying, its volatility and the credit quality of
the counterparties.

The effectivenessof derivative financial instruments designated as hedges is measured periodically. At
December31, 2013 and 2012 the Company'smanagement has assessed the effectivenessof its hedges for
accountingpurposes and has concluded that they are highly effective.

d.Derivativefinancial instruments

The estimated fair values were determined based on discounted cash flows. These fair values do not
consider the current portion of financial assets and liabilities, since the current portion approximates
their fair value.

At December 31. 2013 At gecem!;ler 31, 2012

Carrying Fair Carrying Fair
amount value amount value

Financialassets:
Non-currentaccounts receivable Ps 274.607 Ps272,304 Ps 273,212 Ps 265,165
Financial liabilities:
Bank loans 6,126,728 6,329,073 13,859,266 14,072,176
PesoBondand other liabilities 10.252,761 10,289,929 3,724,693 3,823,969
Accounts payable related parties 2,035,572 2,031,280 2,417,064 2,849,244

The carryingvalue and estimated fair value of financial assets and financial liabilities carried at amortized
cost are as follows:

The amounts of cash and cash equivalents, restricted cash and cash equivalents, eustomers and other
receivables,other current assets, suppliers and other payables, outstanding debt, provisions and other
current liabilities approximate their fair value due to their short maturity. The carrying value of these
accountsrepresents the expected cash flowat December 31, 2013 and 2012.

c. Fairvalue of financial assets and liabilities valued at amortized cost

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31, 2013 and 2012
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(a) Forward exchange contracts (Amounts in million of mexican pesos)

At December 31 2013
Value of

Type of derivative. Notional Underlying asset Fair Maturitv per year Collateral I

valueor contract amount Units Reference value 2014 2015 2016+ guarantee

Hedgingpurposes:
USD/MXN(CCS1)2 (3.500) Peso/Doliar 13.08 (Ps 279) Ps (Ps 14) (Ps265) Ps

Trading purposes:
USD/EUR(CCS) 1.023 Doliar/Euro 1.38 (102) ___llQ) ---..m> _!§Q)

(ps 381) (ps 20) (ps 46) (ps315) ps

At December 31 2012
Value of

Type of derivative. Notional Underlying asset Fair Maturi~ per year Collateral I
value or contract amount Units Reference value 2013 2014 2015+ guarantee

Hedgingpurposes:
USDIMXN(CCS1)2 (3.500) Peso I Dollar 13.01 (Ps 244) (Ps244)

Trading purposes:
USD/EUR (CCS1) 1.218 Dollarl Euro 1.32 (67) ____ill) _J1J.) _MID

(ps 311) (Ps.._11) (ps 11) (ps289) ps

1 Cross currency swap.•

2 Fairvalul hedge.

(b) Commodities (Amounts in million of mexican pesos)

At December 31 2013
Value of

Type of derivative. Notional Underlying asset Fair Maturitv per year Collateral I

value or contract amount Units Reference value 2014 2015 2016+ guarantee

Hedging purposes:
Natural gas3 99 Dollar I MBTU 4.29 (Ps 4) (Ps 4)

Trading pu~oses:
25 Dollar I MBTU 4.29 ~ (Ps 53)Natural gas

(ps 57) (ps 53) (ps 4)

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31, 2013 and 2012
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Net position

Current assets
Non-currentassets
Current liabilities
Non-current liabilities

Current assets
Non-currentassets
Current liabilities
Non-current liabilities

At December 31.2013

Fair Initial Net value
value ~osition recorded

Ps Ps Ps

(68,229) (68,229)
(369,613) 58,028 (311,585)

(ps 437842) ps 58028 (ps 379814)

At December 31, 2013

Fair Initial Net value
value ~osition recorded

Ps 22,169 Ps Ps 22,169

(63,994) (63,994)
(420,219) 41273 (378,946)

(Ps 462 044) Ps 4:12Z3 . (Ps 42QZZ1)

Net position

At December 31, 2013 and 2012, the net fair value of derivative financial instruments above amounts to
(Ps 437,842) and (Ps462,044), respectively, which is shown in the consolidated statements of financial
position as follows:

At December 31 2012
Value of

Type of derivative, Notional Underilling asset Fair Maturi!lll2er llear Collateral I

value or contract amount Units Referen~ value 2013 2014 2015+ guarantee

Hedgingpurposes:
Naturalgas3 251 Dollar I MBTU 3.60 Ps 13 Ps 13

Tradingpu~oses:
50 Dollar I MBTU 3.60 ~ _ill!) CPs 53)Naturalgas

(ps 151) (ps 98) (ps 53) (ps -) Ps

3 Cash flow hedges

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31, 2013 and 2012
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Note 12 - Goodwill and intangible assets, net:

Development Customer Software and Trademarks
costs relationshi!l licenses and !latents Goodwill Total

(Modified·)
Cost

At January 1. 2012 837701 861 319 152,032 141 809 4,802,928 8,795,789

Exchange differences 48,988 (37,888) (9,272) (45,958) (303,858) (349,988)
Additions 571,168 8,787 30.702 18,353 829,010
Additions from business
combinations 407 70,986 71,373
Disposals (112,518) (4538) (186) (117 240)

At December 31,2012 (modified) 1,455,855 719,720 169,333 184,984 4,499,072 7,028,964

Exchange differences 19,327 49,827 4,458 223 121,466 195,301
AddHlons 771,906 154,688 160.428 35 1,087.058
Disposals (2,215) (2,215)

At December 31,2013 2,247,088 924,235 332,004 185,242 4,620,538 8,309,108

Accumulated amortization

At January 1. 2012 (645,412) (466,734) (44,213) (127,1126) (1,283,525)

Amortizations (118,887) (60.597) (10,676) (58,165) (248.325)
Disposals 112,518 4,536 117,054
Exchange differences (56,536) 13,971 7,612 67,003 32,050

At December 31.2012 (Modified·) (820,835) (400,842) (42,741) (118,328) (1,382,746)

Amortizations (121,530) (84,314) (17,465) (35,761) (259,069)
Disposals 1,061 1,061
Exchange differences (4,485) (13,287) (3,067) 2,844 (17,995)

At December 31,2013 (946,850) (498,443) (62,212) (151,242) (1,658,749)

The other fixed assets are integrated by spare parts, land improvements and other fixed assets.

The Company has entered into various non-cancellable lease agreements as lessee. The lease terms are
between 5 and 20 years, and the ownership of the assets lies with the Company ..

Cost - capitalized financial lease
Accumulateddepreciation

December 31.

2013 2012

Ps 301,211 Ps 286,604
(138,797) (95,190)

E!s j62~H E!s HH ~HCarryingvalue, net

Assets under finance leases comprise the following amounts in which the Company is the lessee:

At December 31, 2012 there were no pledged property, plant and equipment assets.

Of the total depreciation expense, PS2,910,277 and PS2,916,035were charged to cost of sales, PS1,851and
PSll.490 to selling expenses and PSllO,417 and PSllo,679 to administrative expenses in 2013 and 2012,
respectively.

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
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10.00%
1.50%
10.60%

15,75%
1.50%
10.60%

17,87%
1,50%
10,60%

Estimated gross margin
Growth rate
Discount rate

South AmericaNorth America

The key assumptions used in calculating the value in use in 2013 were as follows:

The recoverable amount of all operative segments has been determined based on value-in-use
calculations. These calculations use cash flow projections based on pre-tax financial budgets approved by
management covering 5 year period. Cash flows beyond the 5 year period are extrapolated using the
estimated growth rates stated below.

The estimated gross margin has been budgeted based on past performance and market development
expectations. The growth rate used is consistent with the projections included in the industry reports.
The discount rate used is before taxes and it reflects the specific risks related to the Company's operations.

North Amedea Europe South Amedea Total

Opening balance January 1, 2012 Ps 2,213,906 Ps 1,982,082 Ps 606,940 Ps 4,802,928
Exchange differences (140,062) (124,896) (38,898) (303,856)

Closing balance December 31, 2012 2,073,844 1,857,186 :i§8,04~ 4,499,072

Exchange differences 75,233 40150 6,083 121,46§

Closing balance December 31, 2013 ~s 2149 5ZZ ~s 1 891336 ~s 51~ 125 ~s ~ 620 538

Goodwill is allocated to operating segments that are expected to benefit from the synergies of the business
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units
or groups of units, as follows:

Impairment testing of goodwill

Certain customer relationship that had been capitalized in the past as a result of a business combinations
have been written off based on the end of relationships with clients and are shown as write downs.
Likewise, during 2013 the Company made payments to some clients corresponding to entry fees to
develop new projects amortized over the expected life of the project.

Research expenses incurred and recorded in the results of 2013 and 2012 were PS3,221 and PS3,693,
respectively.

Of the total amortization expense, PS1S1,916and PS132,934, were charged to cost of sales, PS106,S87 and
PSllS,391 to administrative expenses, PsS66 and PS12 to selling expenses, in 2013 and 2012, respectively.

"Modifiedto reflect the adjustments to provisional fair values previously recognized In business combinationsas described in Note 2.

Net c8mflng value

Cost Ps 1,455,855 Ps 719,720 Ps 169,333 Ps184,984 Ps 4,499,072 Ps 7,028,964
Accumulated amortization (!!~O,835) (400,842) (42,741) (118,328) (1,382,746)

At December 31, 2012 (modified) ~s 635020 ~s 31B B1B ~s 126592 ~s 6B 656 ~s~~99 012 ~s 5 6~6 21B

Cost 2,247,088 924,235 332,004 185,242 4,620,538 8,309,108
Accumulated amortization (946,850) (498,443) (62,212) (151,242) (1,658,7411)

At December 31,2013 ~s 1 30023B ~s ~25 192 ~s 2B9192 ~s 3~ 000 ~s~ 620 538 ~s 6650360

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31,2013 and 2012
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There are no contingent liabilities related to the investment of the group in the associates

E!s 19,2B4 E!s 31.984

2013 2012

Ps 19,284 Ps 37,984Net income

Other comprehensive income items

Comprehensive income

The accumulated summarized financial information for associates of the group accounted for by the
equity method, not considered material, is as follows:

(I) Available for financial assets are investment in shares of companies not listed on the market (See Note
4.3).No impairment loss was recognized as of December 31,2013 and 2012.

*Modifiedto reflect the adjustments to provisionalfair values previously recognized in business
combinationsas described in Note 2.

At December 31

2013 2012
(Modified*)

Ps 10,356 Ps 10,071
70,177 70,166

177,988 145,549
33,262

E!s 291,ZB3 E!s 225 ezs

RestrictedCash
Available for sale financial assets (1)

Investment in associates
Otherassets

Total other non current assets

Note 13-Other non-current assets:

The recoverable amount determined for the cash-generating unit of Europe exceeds its carrying value by
352million euros. In order for the recoverable amount to equal the carrying value, the estimated gross
margin of the final period should be 3 basis points less than the company's expectation.
With regard to the calculation of the value in use of the operating segments, Tenedora Nemak
Management considers that a possible change in the key assumptions used, would not cause the carrying
value of the operating segments to materially exceed their value in use.

7.88%
1.50%
8.26%

13.08%
1.50%
8.26%

18.22%
1.50%
8.26%

Estimatedgross margin
Growthrate
Discountrate

South AmericaNorth America

The key assumptions used in calculating the value in use in 2012were as follows:

TenedoraNemak, S.A. de C.V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31,2013 and 2012
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(2) The fair value ofbank loans and notes payable approximates their current book value, as the impact of
discounting is not significant.

(I) AtDecember 31, 2013 and 2012, short-term bank loans and notes payable bore interest at an average
rate of 4.40 % and 3.oS%, respectively.

Ps16120,606Ps 15,171 156

17,583,959
(167,656)

(1.295,695)

16,379,489
(193,448)

(1,014.885)
Debt issuance costs
Less: current portion of non-current debt

Non-current debt(2)

3,500,000
50,433

3,500,000
52,405

In local currency:
Peso Bond, unsecured
Other

6,538,250

Other:
In foreign currency:
Senior Notes

Ps 6,126,728 Ps 13,859,266
162,106 174,260

Unsecured bank loans
Financial lease

Non-current:

At December 31.

2013 2012

Ps 409,992 Ps 587,094
1,014,885 1,295,695
113,781 144,470
154.731 75.289

Ps 1,693,390 Ps 2102546

Current:
Bank loans (1)

Current portion of non-current debt
Notes payable(l)
Interest payable

Current debt

Note 15- Debt:

ps 11 648 696 ps 9,339,543

Ps 6,313,490
524,312
421,473

2.080.268

Ps 7,477,363
818,894
553,441

2.798.998

Suppliers
Advance from customers
Other taxes and social security benefits
Other accounts and accumulated expenses payables

At December 31.

Note 14 - Trade and other payables:

Tenedora Nemak, S.A. de C.V. and subsidiaries
Notes to the Consolidated Financial Statements
At December 31,2013 and 2012
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a) Fixedcharges coverage ratio: it refers to the EBITDAfor the period of the last four quarters ended
dividedby the consolidated fixed charges for the same period, it should be equal or 2.25 times greater.

Dueto the issuance of the Senior Notes in February 2013, the Companyshould complywith the following:

a) Interest coverage ratio: which is defined as EBITDAfor the period of the last four complete quarters
dividedby financial expenses, net or gross as appropriate, for the last four quarters, which shall not be
less than 3.0 times,

b) Leverageratio: which is defined as consolidated debt at that date, being the gross debt or net debt
appropriate, divided by EBITDAfor the period ofthe last four complete quarters.

Most existing debt agreements contain restrictions for the Company,primarily with respect to compliance
with certain financial ratios, including:

2018
2015 2016 2017 onwards Total

Bank loans Ps1,220,514 Ps 366,154 Ps 366,154 Ps 3,173,337 Ps 5,126,160
Senior Notes 6,538,250 6,538,250
Peso Bond 175,000 1,575,000 1,750,000 3,500,000
Otrher loans 11,390 10,119 40,941 5,266 67.716
Financial lease 15,754 8777 8,799 99147 132,478

ps1 422658 Ps 1 960051 Ps 2165 89~ Ps 9816001 Ps 15364 603

Covenants:

AtDecember31, 2013, the annual maturities of non-current debt are as follows:

(3) The carrying amounts, terms and conditions of non-current debt were as follows:

Balanceat Balance at Maturity
December31, December 31, date Contractual Effective

Currenc~ de 2013 de 2012 DDIMMIYY interest rate interest rate

Citigroup USD Ps4,864,458 8,303,696 02/12/2018 UBOR +1.75% 1.99%
Citigroup EUR Ps1,238,113 2,671,713 02/12/2018 EURIBOR+1.75% 1.99%
Bankof Tokyo USD 1,398,586 12/08/2016 UBOR +1.875% 2.19%
Bankof Tokyo EUR 1,485,271 12108/2016 EURIBOR +1.875% 2.00%

Total unsecured bank loans 6,102,571 13,859,266

Senior Notes USD 6,538,250 28/02/2023 5.50% 5.68%

PesoBond MXP 3,500,000 3,500,000 10/11/2017 TilE +2.8% 7.61%

Financial lease Spain EUR 24,472 38,523 09/02/2016 2.22% 2.22%

Financial lease China RMB 137,634 136,295 15/10/2027 8% 8%

Total financial lease 162,106 174818

Other Liabilities 76,562 49,875

Total 16,379,489 17,583,959

Debt Issuance cost (193,448) (167,656)

~5161a6 041 ~51H16 303

Tenedora Nemak, S. A. de C. V. and subsidiaries
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(b) In December 2013, Nemak concluded the refinancing of its bank debt, which was authorized by the
Board of Directors. This process included the bank debt of the main current contracts ofTenedora
Nemak with Banks: The Senior Unsecured Syndicated Loan Agreement, held in August 2011 and the
Senior Unsecured Loan Agreement" in June 2012. This refinancing process involved expenses
incurred by the company of PS50,877 that were recorded in the statement of financial position and
will be amortized during the life of the loan.

(a) In February 2013, Nemak issued a bond in the international market under standard 144A, Reg-S. The
amount of the bond was of US$500. The issued bond should be settled in 10 years and an interest
rate of 5.50% (effective interest rate of 5.68%). The Company capitalized costs of issuance of debt for
PS117,993. It was used for the partial payment of the bank debt of the "Senior Unsecured Syndicated
Loan Agreement" effective at that date. This payment led to an advance amortization of issuance
expenses amounting PS99,683.

Significant debt transactions:

As December 31,2013 and 2012 there are no assets pledged as collateral.

At December 31, 2013 and the date of issuance of these financial statements, the Company and its
subsidiaries complied satisfactorily with such covenants and restrictions.

Provide certain financial information;
Maintain books and records;
Maintain assets in appropriate conditions;
Comply with applicable laws, rules and regulations applicable;
Incur additional indebtedness;
Pay dividends;
Grant liens on assets;
Enter into transactions with affiliates;
Perform a consolidation, merger or sale of assets, and
Carry out sale and lease-back operations

Currently, the company is in compliance with all obligations and covenants contained in the credit
agreements of its subsidiaries; such obligations, among other conditions and subject to certain exceptions,
require or limit the ability of the subsidiaries to:

During 2013 and 2012, the financial ratios were calculated according to the formulas set out in the loan
agreements.
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iv. Establishing an ISR rate applicable for 2014 and the followingyears of 30%. In contrast to the LISR
above that established a 30%, 29%and 28% rate for 2013, 2014 and 2015, respectively.

iii. Amending the procedure to determine the taxable basis for the Employees' Profit Sharing (PTU),
establishing the mechanics to determine the initial balance of the capital contribution account
(CUCA)and the CUFINand establishing new mechanics for the recoveryofAssetTax (IA)

ii. Amending the mechanics to accumulate revenues derived from the term alienation and
generalizing the procedure to determine the gain in alienation of shares.

i. Limiting deductions in contributions to pension and exempt salary funds, automobile leases,
restaurant consumption and social security fees; it also eliminates the immediate deduction in fixed
assets.

OnDecember 11,2013 the decree for the new Income Tax Lawwas published (new LISR)becoming
effectiveon January 1,2014, repealing the LISRpublished as of January 1,2002 (former LISR).The new
LISRmaintains the essence of the former LISR;however, it makes significant amendments among which
the most important are:

NewMexican Income Tax Law

Note 16- Deferred taxes:

Less than 1 year
Morethan 1 year and less than 5 years
More than 5 years

Thepresent value of finance lease liabilities is analyzed as follows:

Presentvalue of finance
less liabilities

Futurefinance charges on finance lease liabilities

Ps 29,956 Ps 29,140
73,314 75,215
125,046 136,503

(66.209) (66.598)

Ps 162.106 Ps 174.260

December 31.

2013 2012

Ps 21,270 Ps 20,603
52,053 63,297
88.784 90,360

Ps j621j06 Ps jZ~1260

Obligationfor finance
leases- minimal payments, gross
- Lessthan 1 year
- Morethan 1 year and less than 5 years
- More than 5 years

December 31.

Thefinance lease liabilities are effectivelysecured as the rights to the leased asset revert to the lessor
in the event of default.
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·Modified to reflect the adjustments to provisional fair values previously recognized in business combinations as described in
Note 2.

(Es 302385)At December 31

(Ps 757,297)
267.592
(436.516)

619,866
3.970

(Ps 302,385)
(19,097)
245,763

(45.455)

(Es j2j H~)

At January 1
Exchange differences
Charge to income statement
Adjustments to provisional fair value in
J. L. French. Acquisition.
Tax related to components of other comprehensive income

2013 2012
(Modified·)

The gross movement in the deferred income tax account is as follows:

·Modified to reflect the adjustments to provisional fair values previously recognized in business combinations as described in
Nole 2.

Deferred tax liability:
- To be covered in more than 12 months
- To be covered within 12 months

Deferred tax asset:
- To be recovered in more than 12 months
- To be recovered within 12 months

December 31.

2013 2012
(Modified·)

Ps 1,258,546 (Ps 1,978,827)
123.966 3.612.420

1,382,512 1,633,593

(1,835,026) (753,958)
331.340 (1.182.020)

(1 .503.686) (1.935.978)

(Es j2j H~) (Es 3021385)Deferred tax liabilities, net

The analysis of the deferred tax asset and deferred tax liability is as follows:

The Company has reviewed and adjusted the deferred tax balance at December 31, 2013, considering in
the determination of temporary differences, the application of these new provisions, their impacts are
detailed in the effective tax rate reconciliation in Note 25. However, the effects in deduction limitations
and others indicated previously will be applied as from 2014 and will mainly affect the tax incurred as of
such year.
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Tenedora Nemak and its Mexican subsidiaries consolidate their operations for income tax purposes with
its ultimate parent (Alfa,S.A. B.de C.V.) in accordance with the applicable regulations. The income tax
included in the consolidated statement of income, represents the income tax currently payable for the
year as wellas the effect of the deferred income tax, determined in each subsidiary by the comprehensive
asset-and-liability method, applying the income tax rate in effect to total temporary differences resulting
from comparing the book and tax amounts of all assets and liabilities, and if applicable, considering tax
loss carryforwards expected to be recoverable. The effect of a change in current income tax rates is
recognized in income of the year in which the rate change is enacted.

Debt issuance
costs,

advance
Property, plant Intangible payments and

Deferred tax liability and eguillment assets Inventgries other Total

At January 1, 2012 Ps 1,449,241 Ps (834) Ps 16,417 Ps 662,965 Ps 2,127,789
Charged/(credited) to
statementof Income (267,221) 834 (5,447) 70,585 (201,249)
(Charged)/credited to other
comprehensive income 9,438 9438

At December31, 2012 1,182,020 10,970 742,988 1,935,978
Charged/(credited) to .
statement of Income (610,464) 244,119 (15,222) (33,367) (414,934)
(Charged)/credited to other
comprehensive Income (17,358) (17,358)

At December 31, 2013 ps 511556 Ps 2~ 119 (Ps ~ 252) Ps 692263 Ps 15036B6

Thecomposition of the deferred income tax assets and liabilities was as follows:

Tax
loss

carry-forwards
and other tax

credits Other Total

Deferred tax asset
At January 1, 2012 Ps 693,514 Ps 676,978 Ps 1,370,492
Charged/(credited)to
statementof Income (711,908) (38,982) (1,458,493)
(Charged)/creditedto other
comprehensiveincome 47,834 47834

At December31,2012 18,394 685,830 667,436
Charged/(credited)to
statementof Income 872,477 (211,780) 660,697
(Charged)/creditedto other
comprehensiveincome

54,379 54,379

At December31, 2013 ps B5~OB3 Ps 52B~29 Ps 1 3B2512
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December 31,

2013 2012

Mexico Ps 119,578 Ps 135,695
UnitedStates 16,291 40,376
Canada 124,517 200,162
Poland 78,928 66,870
Austria 145,947 118,616
Germany 71,508 51,685
Others 24,295 14042

Total Es 5aj.06~ Es 62Z.2~.6

The employee benefit obligations recognized in the statement of financial position, by country,
are shown below:

The principal subsidiaries of the Company have established funds for the payment of retirement benefits
through irrevocable trusts.

The valuation of employee benefits for retirement plans (covering approximately 76% of workers in 2013
and 80% in 2012) and is based primarily on their years of service, current age and estimated salary at
retirement date.

Note 18 - Employee benefits:

Total other liabilities

December 31,

2013 2012

Ps 449,281 Ps 234,229
503,771 495,245
84,656 88,017
62,776 24,000
63,926 4,164

308,618 314,695

Es j ~ZJ.02a Es j.H20.JSO

Taxes payable
Othertaxes and withholdings
Employeesprofit sharing payable
Share-basedemployee benefits (Note 24)
Bankoverdrafts
Other

Note 17 - Other liabilities:
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Liabilities in the balance sheet

Past service cost not recognized

2013 2012

Ps 879,731 Ps950,583
(421,195) (439,809)

458,536 510,774
(23,353)

Ps ~581536 Ps~8Z,42:l

Presentvalue of defined benefit obligations
Fairvalue of plan assets

December 31,
Amounts recognized in the balance sheet are determined as follows:

TheCompanyoperates defined benefit pension plans based on employeespensionable remuneration and
lengthof service, Most plans are externally funded, Plan assets are held in trusts, foundations or similar
entities, governedby local regulations and practice in each country, as is the nature of the relationship
betweenthe Company and the respective trustees (or equivalent).

Pension benefits

ps 54.935(Ps 62.057)
Cumulativeremeasurements recognized in
other comprehensive income

Remeasurementsrecognized in the statement of
othercomprehensive income for the period
Pensionbenefits
Post-employmentmedical benefits

Liabilitiesin the balancesheet
Chargein the income statements for:
Pensionbenefits
Post-employmentmedical benefits

December 31,

2013 2012

Ps 458,536 Ps487,421
122,527 139,825

581,063 627,246

(55,263) (24,550)
(7,169) (7,539)

(62.432) (32,089)

(98,680) 50,226
(18,312) 10,109

(116,992) 60,335

Liabilitiesin the balance sheet for:
Pensionbenefits
Post-employmentmedical benefits

Followingis a summary of the main financial information of such employeebenefits:
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Total included in personal costs

Amounts recorded in the statement of income are as follows:

At December 31

At January 1
Interest Income
Remeasurements - expected return on plan assets,
excluding interest income
Exchange differences
Employer contributions
Employee contributions
Benefits paid
Settlements

2013 2012

(Ps 439,809) (Ps 386,876)
(32,019) (27,406)

(23,738) (20,828)
28,329 7,359
(18,103) (25,571 )

(828) (965)
37,166 14,037
27,809 441

(ps 42:11:195) (Ps 4391809)

2013 2012

(Ps 53,399) (Ps 15,211)
(11,354) (8,170)

(1,169)
9,489

(Ps 55126~) (Ps 2~1550)

Current service cost
Financial revenues (costs), net
Past service cost
Loss from reduction

The movement in the fair value of plan assets for the year was as follows:

2013 2012

At January 1 Ps 950,581 Ps 863,217
Current service cost 53,399 15,211
Interest cost 35,092 28,998
Employee contributions 828 965
Remeasurements:

Financial actuariallosses/(gains) (69,893) 81,455
Past service cost
Benefits paid (81,422) (35,174)
Reductions 4,070
Settlements (13,559) (4,091)
Exchange differences 635

At December 31 ps 879,]31 Ps 950158:1

The movement in the defined benefit obligation during the year was as follows:

Tenedora Nemak, S. A. de C. V. and subsidiaries
Notes to the Consolidated Financial Statements
AtDecember 31,2013 and 2012



Page 59

Ps 122.527 Ps 139.825Liabilities in the balance sheet

Ps 122,527 Ps 139,482
343

Deficit in funded plans
Unrecognizedpast service cost

December 31.

Amounts recognized in the balance sheet are determined as follows:

The Company operates post-employment medical benefits schemes mainly in Mexico and Canada. The
method of accounting, assumptions and the frequency of valuations are similar to those used for defined
benefit pension schemes. Most of these plans are not being funded.

Post-employment medical benefits

+1% Decreases by Ps21,755 Increases by Ps27,171Discountrates

Decrease in
assumptions

Increase in
assumptions

Change in
assumptions

Effect in defined benefit obligations

The sensitivity analysis of the main assumptions for defined benefit obligations were as follows:

The average life of defined benefit obligations is of 23 and 26 years at December 31, 2013 and 2012,
respectively.

2013 2012

6.75% 6.75%
4.25% 4.25%
5.25% 5.3%
4.25% 4.25%
7.50% 7.50%

Discountrate
Inflationrate
Salary increase rate
Futuresalary increase
Medical inflation rate

December 31.

The principal actuarial assumptions were as follows:
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The profit for the period is subject to the legal provision requiring at least 5% of the profit for each period
to be set aside to increase the legal reserve until it reaches an amount equivalent to 20% of the capital
stock. At December 31, 2013 and 2012, the legal reserve amounted to PSllO,151 and Ps 89,567 in 2013
and 2012, respectively, which is included in retained earnings.

Number
Series Portion of shares Amount

Series "A" Fixed minimum 25,500 Ps 25
Series "B" Fixed minimum 24,500 24
Series "A-1" Variable 442,818,605 442,819
Series "B-1" Variable 427.512.667 427.513

Total nominal 870,381,272 870,381 .
Increase from restatement 3.755

Capital stock at December 31, 2013 Ps BZ~,136

At Oecember 31, 2013, the nominal capital stock, subscribed and paid in of Ps874,136, was represented by
common, nominative shares with a par value of one peso each and is divided in Series "A" and "A-I"
shares and Series "B" and "B-1" shares, as follows:

2013 2012

Current service cost (Ps 2,235) (Ps 2,105)
Interest cost (4,934) (5,400)
Past service cost (34)

Total included in personal costs (ps 7,169) (ps 7539)

Note 19 - Stockholders' equity

The movements of defined benefit obligations are as follows:
2013 2012

At January 1 Ps 139,482 Ps 127,148
Current service cost 2,235 2,105
Interest cost 4,934 5,400
Remeasurements:

Financial actuariallosses/(gains) (15,080) 6,286
Employee contributions 6 3
Exchange differences (7,427)
Past service cost (1,459)
Benefits paid (1.622)

At December 31 ps 122,527 ps 139,483

Amounts recorded in the statement of income are as follows:
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Tenedora Nemak has a compensation scheme referenced to the value of its own shares for senior
executives of ALFA and its subsidiaries. According to the terms of the plan, eligible executives will receive
a cash payment conditional on the achievement of certain quantitative and qualitative metrics based on
the following financial measures:

Note 20 - Share based payments:

The effect of derivative financial instruments contracted as cash flow hedges contains the effective portion
of cash flow hedges in force at the reporting date.

Effect of derivative financial instruments

The foreign exchange differences arising from the translation of financial statements of foreign
subsidiaries are recorded.

Foreign currency translation

(E!s 9162)At December 31, 2013

(Ps 72,348)
24,268

At January 1, 2012
Gains (losses) on fair value
Gains (losses) on translation of foreign entities

Effect from
foreign
currency
translation Total

Ps1,005,476 Ps 933,128
24,268

(718,816) (718,816)

286,660 238,580
38,918

444,522 444,522

es 13:1 :162 es122 020

(48,080)
38,918

AtDecember31,2012
Gains (losses) on fair value
Gains (losses) on translation of foreign entities

Effect of
cash flow
hedge

derivatives
instruments

The movements in cumulative other comprehensive income for 2013 and 2012 are presented below:

In the event of a capital reduction, the Income Tax Law provides that any excess of stockholders' equity
over adjusted capital contribution will receive the same tax treatment as dividends.
In October 2013 the Chamber of Senators and Deputies approved the issuance of a new Income Tax Law
(LISR), which became effective on January 1, 2014. Among other aspects, this law establishes a tax of
10% for profits generated as from 2014 on dividends paid to foreign residents and Mexican individuals. It
is also established that for fiscal years 2001 to 2013, the net tax profit will be determined under the LISR
terms effective in the corresponding fiscal year.

Dividends paid are not subject to income tax if paid from the Net Tax Profit Account (CUFIN). Any
dividends paid in excess of this account will cause a tax equivalent to 30%if they are paid in 2013. This
tax is payable by the Company and may be credited against its income tax in the same year or the
following two years or, if applicable, against the flat tax of the period. Dividends paid from profits which
have previously paid income tax are not subject to tax withholding or to any additional tax payment. At
December 31, 2013, the tax value of the consolidated CUFIN and value of the Capital Contribution
Account (CUCA) amounted to PS4,410,947 and PS12,797,328 respectively.
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(Es 51,941,673) (Es 47.863 983)

(Ps 20,876,578)
(4,277,302)

(10,278,193)
(2,633,829)
(3,286,529)
(734,767)

(6,039)
(2,129,256)
(135,162)

(1,369,625)
(2.136.703)

(Ps 22,933,014)
(4,414,353)

(11,359,438)
(3,300,738)
(3,281,614)
(676,754)

(6,373)
(1,695,924)
(194,753)

(2,069,078)
(2.009,634)

Total

Rawmaterials
Maquila (production outsourcing)
Employeebenefit expenses (Note 24)
Maintenance
Depreciationand amortization
Freightcharges
Advertising expenses
Consumptionof energy and fuel
Travel expenses
Technical assistance, professional fees and administrative services
Other

The total cost of sales and selling and administrative expenses, classified by the nature of the expense,
were as follows:

2013 2012

Ps 18,836 Ps 6,015
43.940 24.140

Es 62.ZZ6 Es 3Q.15~

December 31

Note21 - Expenses classified by their nature:

Total carrying value

Short-term
Long-term

The short-term and long-term liability was analyzed as follows:

At December 31, 2013 and 2012 the liability for share-based payments amounted to PS62,776 and
PS30,155, respectively.

At December 31, 2013 and 2012 the expense recognized on share based payments was Ps 32,621 and Ps
6,000 respectively, wich have been recognized in administrative expenses.

The program consists of determining a number of shares on which the executives shall be based. The
bonus will be paid in cash over the next five years, i.e. 20% each year at the average price of the share at
the end of each year. The average price of the share in 2013 and 2012 was 38.86 and 27.8 pesos,
respectively.

• Improved share price
• Improvement in net income
• Permanence of the executives in the Company
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Note22 - Other income (expenses), net:
2013 2012

Expensesfor business acquisition Ps (Ps 21,711)
Losson sale of property, plant and equipment (36,741) (214,033)
Other 196,842 (96,010)

Total other income (expenses), net ps 160101 (ps 331754)

Note23 - - Finance result, net:

2013 2012
Financeincome:
- Interest income in short term bank deposits Ps 9,661 Ps 8,135
- Intercompanyfinance income 9,285 2,086
- Other finance income 20,109 45,834

Total financial income ps 39055 Ps 56055

2013 2012
Financialexpenses:
- Interestexpense on bank loans (Ps 1,046,167) (Ps 915,844)
- Intercompanyfinance costs (84,696) (75,138)
- Other finance costs (201,975) (62,856)

Total finance costs, excluding foreign exchange loss (1,332,838) (1,053,838)
Foreignexchange loss (162,094) (395,029)

Total finance cost (1,494,932) (1,448,867)

Financingcost, net (ps 1 455 877) (Ps 1392812)

Note24 - Employee benefit expenses:

2013 2012

Salaries,wages and benefits Ps 9,083,090 Ps 8,166,312
Contributionsto social security 1,184,306 1,163,165
Employees'benefits (Note 18) 62,432 32,089
Other contributions 1,029,610 916,627

Total ps11 359438 Ps 10 2Z6 193

Note 25 - Income tax for the year:
2013 2012

Tax currently payable:
Incometax on profits of the period (Ps 677,969) (Ps 600,928)
Adjustment for previous years (27,284)

Total tax currently payable (705,253) (600,928)
Deferredtax:
Originationand reversal of temporary differences 245,763 (436,516)

Total deferred tax 245,763 (436,516)

Incometaxes charged to income (Ps ~59 ~90) (Ps 1 03Z 444)
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2013 2012

Tax Tax
Before payablel Alter Before payablel Alter
taxes (receivable) ~ ~ receivable) ~

Translation effect of
foreign entitles Ps 444.522 Ps Ps 444,522 (Ps 718,817) (Ps 718,817)
Remeasurement of obligations
for employee benefits 116,992 28,776 88,216 (60,335) 13.408 (46.928)

Effect of derivative financial
instruments hired as
cash flow hedges ~5,59£! 16679 38,!!18 3370!! !!!,438) 24,269

Other items of comprehensive income es 6lZ 112 es3Q~ es 5116S6 (es 14S446) es 3910 (es 141416)

Deferred taxes es 30443 es 3910

The tax charge/(credit) relating to components of other comprehensive incomewas as follows:

Duringthe month of October 2013 the Chamber of Senators and Deputies approved the abrogation of the
Flat TaxLaw(lETU) published on October 1,2007. Therefore, when the Decree approved in October
2013, becomes effective,the general administrative resolutions and provisions and resolutions to
consultations, interpretations, authorizations or permits granted for personal use, with respect to the tax
established in the abrogated lETU law,will be repealed.

Duringthe year, as a result of the change in income tax rate in Mexicoof 30%, 29% and 28% for 2013,
2014 and 2015, respectivelyat 30%,whichwas enacted on December 11,2013 and willbe effectiveas from
January 1,2014, the deferred income tax balances havebeen remeasured. The deferred tax that is
expectedto be reversed in the year ended December 31, 2013, has been measured by using the rate to be
applied in Mexicoin such period (30%).

"Modifiedto reflect the adjustments to provisional fair values previously recognized inbusiness
combinations as described in Note 2.

Effectiverate

Total provision for income taxes charged to income

Incomebefore equity in associates
Statutoryrate

Tax at statutory rate
(Add)deduct tax effect of:
Differencebased on the comprehensive financial result
Non-deductible
Tax losses not recognized in prior years
Other permanent differences, net

2013 2012
(Modified·)

Ps3,080,723 Ps2,200,987

19.284 37.984

3,061,437 2,163,003
30% 30%

(918,431) (648,900)

174,683 (384,630)
(91,387) (101,260)
247,200
128.445 97.345

(Ps 459.490) (Ps1.037.445)

15% ~Z%

Profitbefore taxes
Share in losses of associates recognized
throughequity method

The reconciliationbetween the statutory and effectiverates of income tax was as follows:
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Total

Others

Ps
44,379

3,431

Ps ~Z810

Ultimate Parent
Ford
Associates
Affiliates

PsTotal

UltimateParent
Ford
Associates

Ps

Finished
goods Interest Dividends

Ps Ps 9,286 Ps
20,478,090

15,769

ps 20 478 090 ps 9.286 ps 15 769

Year ended December 31 2012

Finished
goods Interest Dividends

Ps Ps 2,086 Ps
16,038,179

18,000

Ps 16 03B,H9 ps 2086 Ps 18000

Year ended December 31 2013

Sales revenues and other related parties

~s 369422 ~s2 417 01i4~s 1Z43019 ~s 2ZJ 212Total

3.19
7.59

01101/2016
01/01/2016

USD
Pesos

Ps 33,369 Ps 2,247,064
336.053 170,000

3.1901/01/2016USDPs 273,21293,098
90,550

1.559.372

UltimateParent Ps
Affiliates
Ford

Maturity
date Interest

Amount Currency DDIMMIYY mig

Maturity
date Interest Accounts

Amount Currency DD/MMIYY rate ~
Accounts
receivable

Loans received from related partiesLoans granted to related parties

December 31.2012

~s 322405 ~s2 035 572

01101/2016 2.74 Ps 3,630 Ps 1,913,572 USD 01/01/2016 2.74
318,575 122,000 USD 01/01/2016 2.74

Maturity
date Interest

Amount Currency DDIMMIYY mig

Maturity
date Interest Accounts

DDIMMIYY ~ ~
Accounts
receivable Amount Currency

UltimateParent Ps 261,121 Ps 274,607 USD
Affiliates 91,012
Ford 1 355 176

Total ~sHOZ 310 ~s 2Z!lIiOZ

Loans recelyed from related partiesLoans granted to related parties

December 31 2013

Transactions with related parties during the years ended December 31, 2013 and 2012, which were carried
out in terms similar to those of arm's-length transactions with independent third parties, were as follows:

Note26 -Related party transactions:
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Firstly North America; in which Mexican, Canadian and the United States' operations are grouped.
Secondly Europe, which groups transactions in Germany, Spain, Hungary, Czech Republic, Austria,
Poland and Slovakia. Finally, South America, which groups operations in Brazil and Argentina.

The CODM analyzes the business segments of the Company by grouping operating segments (normally
plants operating in the common geographical area), defined as three segments subject to reporting.

The Company manages and assesses its ongoing operations considering the group as a whole, however,
the operating segments are reported based on the financial information presented before the Chief
Operating Decision Maker (CODM) of the Company. The CODM who is responsible for assigning
resources and assessing the performance of operating segments, has been identified as the Chief
Executive Officer of the Company (CEO). The CODM considers the business from a geographical
perspective as well as the sales by products.

Note 27 - Financial information by segments;

For the year ended December 31, 2013,wages and benefits received by top officials of the company were
Ps 138.9 million (Ps 170.9 million in 2012), an amount comprising base salary, social benefits and
supplemented mainly by a variable compensation program governed by the results of the Company and
by the average price of the Alfa' s shares. -

The Company and its subsidiaries have declared they have no significant transactions with related parties
or conflicts of interest to disclose.

Ps 13Z 160

Ps 137,160

Dividends
(;laid

Ps

Ps

Dividends
paid

Total

Ultimate Parent
Affiliates
Ford

Total

Other
Administrative cost and

Interest services EX(;l~nses

Ps 56,381 Ps Ps
9,984 54,503 193,211

53,432

ps 66365 ps 54 503 ps246643

Year ended December 31 2012

Other
Administrative cost and

Interest services EX(;lenses

Ps 74,460 Ps Ps
12,238 63,465 166,336

1Q7,169

ps 86698 Ps 63~65 Ps2Z3505

UltimateParent
Affiliates
Ford

Year ended December 31 2013

Cost of sales and other expenses with related parties
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For the year ended December31, 2013
Other

South countries and
North America Europe America eliminations Total

Income statement
Sales by segment Ps 43,216 Ps 22,564 Ps 3,658 (Ps 13,139) Ps 56,299
Inter-segment sales (4,806) (2,285) (32) 7123 0

Sales from eldemal customers 38,410 20,279 3,628 (8,01§l 58,299
EBITDA
Operating Income 3,989 1,417 180 (1,088) 4,518
Depreciation and amortization 2,075 1,004 109 93 3,281
Non-current assets write-down 8 8 0 10 24

Adjusted EBITDA 8,070 2,429 289 (965) 7,823
General Investment (CAPEX) Ps 1,894 Ps 848 Ps 110 Ps 458 Ps 3,310

Followingis the condensed financial information of the operating segments to report on (million of
Mexicanpesos):

TheCompanyhas defined the adjusted EBITDAas consolidated profit (loss) before tax after adding back
or subtracting, as the casemaybe: (1)depreciation and amortization; (2) the financial result, net (which
includesinterest expense, interest income, foreign exchangegains (losses), net and gain (loss) of
derivativefinancial instruments and (3) share ofloss of associates.

TheCompanyassesses the performance of each one of the operating segments based on profit before
financialresult, income taxes, depreciation and amortization (EBITDA),considering that such indicator
represents a good measure to assess the operating performance and the capacity to satisfy principal and
interest obligations in respect to indebtedness, as wellas the capacityto fund capital investments and
workingcapital requirements. However,EBITDAis not a financial performance measure under IFRS,
and should not be considered as an alternative to net profit as an operating performance measure, or cash
flowas a liquidity measure.

Transactionsbetween operating segments are performed at market value, and the accounting policiesfor
whichthe financial information by segments is prepared, are consistent with those described in Note 3.

Theabovegroup is based on the products and services,manufacturing processes, clients and methods to
distribute similar products and this is how the CODManalyzesthe company's business. Likewise,the
information is shown for the Mexicanoperation, since it is the country where the economic entity is
located. Geographicalsegments that fail to complywith the limit established by the standard or that are
not analyzedas part of the prior segments by the CODM,such as China, India and Holland and other
lesser transactions are added and presented under "Other Countries".

Tenedora Nemak, S. A. de C. V. and subsidiaries
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For the year ended December 31,2013
Property
plant and Intangible
equipment Goodwill assets

North America Ps 17,558 Ps 1,621 Ps 910
Europe 8,847 3,000 842
South America 1,337 23
Other countries 1,582 254

Total ps 29 32~ Ps ~ 62:l Ps 2029

*Modified to reflect the adjustments to provisional fair values previously recognized in business
combinations as described in Note 2,

December 31,

2013 2012
(Modified *)

Adjusted EBITDA Ps 7,823 Ps 6,690
Depreciationand amortization (3,281) (3,286)
Non-currentassets write-down (24) (214)

Operating profit 4,518 3,189
Financial result (1,456) (1,395)
Share of gain of associates 19 38
Non-recurringitems (Note 2) 367

Profit before tax ps 30al ps 2201

The reconciliation between "Adjusted EBITDA" and profit before tax is as follows:

Operating Income 1,905 1,155 166 (37) 3,189
Depreciation and amortization 2,166 972 104 44 3,286
Non-current assets write-down 177 37 214
Adjusted EBITDA 4249 2164 270 7 6,690

General Investment (CAPEX) ps lB55 Ps 1 D6B Ps lZ6 Ps 456 Ps 3555

Other
South countries and

North America Europe America eliminations Total

Ps 40,119 Ps 20,041 Ps 3,940 (Ps 12,715) Ps 51,385
(10,153) (3,113) (54) 13,350

29,966 16,928 3,856 635 51,385

Income statement
Sales by segment
Inter-segment sales

Sales from extemal customers
EBITDA

For the year ended December 31, 2012
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The figures below are expressed in million of dollars, since this is the prevailing foreign currency for
Company.

Note 29 - Foreign currency position:

At February 25, 2014, the date of issuance of these financial statements, the exchange rate was13.23
Mexicanpesos per dollar.

b. The Company is currently undergoing disputes for tax claims and other labor and social security
contingencies from Brazilian authorities, for which restricted deposits were established amounting to
PS345,360and PS339,795in 2013 and 2012, respectively.

a. In the normal course of its business, the Company is involvedin disputes and litigation. While the
results of the disputes cannot be predicted, the Company does not believe that there are current or
threatened actions, claims or legal proceedings against or affectingthe Companywhich, if determined
adverselyto it, would damage significantly its individual or overall results of operations or financial
position.

At December31, 2013, the Companyhad the followingcontingencies:

Note28 - Commitments and contingencies:

TenedoraNemak's clients are vehicle assembly companies, known as OEMs (Original Equipment
Manufacturer). The Companyhas the followingglobal clients whose transactions represent more than
10%of the consolidated sales: Ford 36%and 34%,General Motors 24%and 25%and Fiat-Chrysler 12%
and 12%,in 2013 and 2012, respectively.

"Modifiedto reflect the adjustments to provisional fair values previouslyrecognized in business
combinationsas described in Note 2.

Forthe year ended December31,2012
Property
plant and Intangible
equipment Goodwill assets
(Modified *)

North America Ps 17,528 Ps 1,634 Ps 766
Europe 8,531 2,354 572
South America 1,541 10
Other countries 1,224 511 40

Total ps 2aa2~ Ps ~~99 Ps :1 3Ba
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~~santos
Chief Financial Officer

~~-
Armando Tamez Martinez
Chief Executive Officer

In preparing the financial statements the Company has evaluated the events and transactions for
recognition or disclosure subsequent to December 31, 2013 and through February 25, 2014 (date of
issuance of the financial statements and concluded that there are no subsequent events that affected
them.

December31 2013

Dollars {USDl Other currencies

Total
Million Million Million

of Mexican of Mexican of Mexican
USD pesos USD Pesos Pesos

Monetaryassets $ 353 Ps 4,617 $ 401 Ps 5,243 Ps 9,860
Monetaryliabilities:
Current (565) (7,391) (597) (7,806) (15,197)
Non-current {1,118} {14,621} {337} {4.400} {19,021}

Monetaryposition
in foreigncurrencies ($ 1330) (ps 17 395) ($ 533) (ps 6963) (Ps 24.358)

December31 2012

Dollars {USDl Other currencies

Total
Million Million Millions

of Mexican of Mexican of Mexican
USD pesos USD Pesos Pesos

Monetaryassets $ 82 Ps 1,063 $ 635 Ps 8,256 Ps 9,319
Monetaryliabilities:
Current (2) (24) (62) (809) (833)
Non-current 1,209 15,730 15,730

Monetaryposition
in foreign currencies ($ 80) (ps 1039) $ 1 781 ps 23177 ps 24215

Note30 -Subsequent events:

At December 31, 2013 and 2012 had the following assets and liabilities in foreign currencies:
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