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Mission
Our mission is to generate value for our shareholders, 
personnel, and customers responsibly by becoming 
the best supply choice in manganese and other related 
products.

Vision
We envision ourselves as a leader in the mining and metal 
fields, as well as other industrial and commercial areas, such 
that we bring our customers different and creative solutions 
in our products and services using our experience, the best 
available technology, and our future developments as the 
pillars of our growth.
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Profile
Minera Autlán is the only supplier of manganese ore in North 
and Central America with proven reserves for the next 30 
years.
Additionally, Autlán is the main producer of manganese 
ferroalloys in North America.
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 FINANCIAL HIGHLIGHTS

Results  2004 2005 2006 2007

Net Sales   �,956.2 2,264.9 �,657.6 2,46�.7

Gross Profit   656.8 692.5 333.2 822.3

Operating Profit   427.0 4�6.9 77.7 5�6.3

Operating Margin   22% �8% 5% 2�%

Net Revenue/Loss   460.7 2�8.9 3�.4 402.9

Net Margin  24% �0% 2% �6%

    

EBITDA (�)  5�3.0 5�8.7 �76.8 629.8

(�) Operating Profit + Depreciation and Amortization    

EBITDA Margin   26% 23% ��% 26%

    

Balance Sheet    

Current Assets   6�8.7 634.9 6�3.9 979.8

Total Assets   2,865.9 2,885.8 2,753.7 3,346.5

Debt with Cost   �76.2 266.8 �69.0 352.�

Net Debt    �43.2 249.0 �49.8 �26.0

Pasivo Total  �,069.2 �,009.3 877.9 �,224.5

Stockholders’ Equity   �,796.7 �,876.5 �,875.8 2,�22.0

    

Financial Ratios    

EBITDA / Net Interests (times)    �0.9   6.9   3.9   �0.7 

Debt with Cost / EBITDA (times)    0.3   0.5   �.0   0.6 

16.7 
toneladas
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�953-�969

1953.- Minera Autlán was founded on October 5th in Autlán, State of 

Jalisco, Mexico, as the first mining company managed by Mexican 

technicians. Its objectives were to consolidate its position as a 

manganese producer in Mexico and to become a company with 

international presence.

1960.- Minera Autlán moved its operations to the State of Hidalgo, 

where it began to develop the necessary infrastructure to exploit the 

manganese district of Molango.

1964.- The Nonoalco mine began operations to extract natural battery-

grade manganese dioxide to be used as raw material for dry-cell 

batteries. 

Molango developed several projects and services, including 

the construction of a dam, and providing drinking water, waste 

management, and electricity. 

In addition, a community with 224 homes, a school, a hospital and 

other services was created.

1968.- A nodulizing rotatory kiln for manganese ore was installed, 

which opened a specific market niche for the production of a raw 

material for ferroalloys.

�970-�989

 HISTORY

1973.- The company decides to vertically integrate its operations. 

The first ferroalloy plant in Tezuitlán, Puebla was acquired to meet the 

demands of the steel market. 

1976.- The Company took on a new challenge: the construction of the 

largest and most modern ferroalloy plant in the Americas at the time, 

located in Tamós, Veracruz.

At the same time, it decided to expand its facilities at the La Barra port 

in Ciudad Madero, Tamaulipas, originally built to export manganese 

nodules.

1982.- The plant in Tamós, Veracruz, consolidated its operations 

and became the most modern ferroalloy facility in the world.  

Minera Autlán constantly adapted to the changing economic 

environment in Mexico in the eighties. At the same time, the 

Company strengthened its commercial presence in the United 

States steel market.

1989.- After a financial crisis, a federal development bank, 

Nacional Financiera, took over the company’s management during 

this year.
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�993-2003 2004-2007

1993.- Grupo Ferrominero acquired Minera Autlán, bringing it back 

to the private sector. At the same time, the Company acquired and 

integrated a ferroalloy plant in Gómez Palacio, Durango.

1995.- Following an intense revamping period, operations began at the 

ferroalloy plant in Gómez Palacio, Durango.

1996-1999.- The Company achieved excellent results and EBITDA 

reached record-high levels.

2000.- Production and sales volume of ferroalloys reached record highs.

2001.- Despite all efforts and achievements, Minera Autlán faced 

difficult times due to external factors beyond its control. Nevertheless, 

difficulties were overcome with the effort and teamwork of all employees 

and the effective actions taken.

2003.- The Company accomplished a full restructure of its debt, 

significantly improving its financial structure. Mexican authorities 

imposed anti-dumping duties to stop disloyal ferroalloy imports. These 

achievements were  a direct result of our people’s efforts.

2004.- This was a year of great success, with significant cost and 

expense reductions achieved by the Company’s ability to act with 

flexibility to capitalize on its efforts.

Sales and profits exceeded expectations, all our ferroally furnaces 

were once again in full production in order to fulfill our client’s needs.

Trading of Autlan share´s in the Mexican Stock Exchange resumed.

In addition, the Company obtained ISO 900�-2000 certificate.

2005.- The Company achieved record-high levels in sales 

and EBITDA. Our exports grew significantly by 94%, and the 

construction of the sintering plant began.

2006.- The Company showed its flexibility and capability to adapt 

when succesfully facing the challenges that came.

2007.- This has been one of the best years in the history of Minera 

Autlán, significantly surpassing all goals set and having an outstanding 

performance in the Mexican Stock Exchange. Production and 

commercial operations developed efficiently.
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 MESSAGE TO OUR SHAREHOLDERS

Without a doubt, 2007 will go down in history as one of the 

most positive and emblematic periods for Minera Autlán, 

due to the unconditional dedication of our people, the 

operating efficiency of our facilities and the exceptional 

dynamics in the world manganese industry. I can proudly 

say that in many ways, that 2007 has been one of the best 

years in the life of the Company, because we moved with 

a FIRM STEP FORWARD, leaving a permanent IMPRINT 

in the production of manganese in Mexico.

 As I go back to the origins of our Company on October 5, 

�953, it all seems evermore distant; a time when visionary 

people formed Minera Autlán with a clear calling to serve 

the metal industry.  Today, we have remained faithful to 

that premise despite what destiny had in store.

 Running a project like Autlán demands a set of qualities 

that are difficult to measure, but that without a doubt shape 

people’s personalities to be tenacious, loyal, and honest, 

and above all, committed to steel. I believe we were 

not wrong to follow this path, and despite having faced 

adversities in the past − which threatened the Company’s 

stability more than once − today, Minera Autlán stands 

tall, facing the future with confidence.

 Initially devoted to manganese exploitation in the 

municipality of Autlán, Jalisco, Minera Autlán has been 

able to adapt to the ever-changing dynamics of the 

industry and the geology by making critical decisions 

with boldness and courage. Thus, the Company did not 

hesitate to  relocate its mining operations to the State of 

Hidalgo in the seventies, and in �973 achieved vertical 

integration with the production of ferroalloys, gradually 

establishing its business in Puebla and Veracruz, and later 

on expanded its horizons to Durango. From its beginnings 

and up until today, the Company has been characterized  

for creating technology, developing and retaining the best 

people, and above all, for creating value.

 We have supervened countless experiences that would 

be difficult to summarize in a few lines, but the one that 

particularly stands out is the 200�-2004 crisis we were 

able to endure, where several negative factors coincided 

and challenged the Company’s foundations more than 

once. Nevertheless, due to the dedication, commitment, 

and creativity of our team, we successfully overcame that 

period and we will never forget it, because it left us with 

valuable lessons on which we have been capitalizing 

every day since.

 Today, we can unequivocally say that in 2007, Minera 

Autlán was consolidated as a world-class integrated 

manganese company that competes directly and 

successfully with producers on all continents. 

 On the other hand, in 2007 the environment of the 

manganese industry worldwide was marked by several 

completely unpredictable and simultaneous events that 

made unprecedented changes to the fundamentals of 

demand in this economic sector.

 For years, world supply of high-quality manganese 

ore has traditionally been in the hands of few players.  

Nevertheless, this supplier pool became even smaller 

in 2007 with the strategic consolidation of several mines 

in Africa and Australia, which restricted supply and 

consequently increased prices to unparalleled records.

 This spike had an immediate effect on world quotations 

of manganese ferroalloys, which throughout 2007 

reached unprecedented heights. Ferroalloy prices went 

up, not only because the cost of manganese ore as a raw 

material increased, but because of the extraordinary price 

increases in power and metallurgical coal, both important 

supplies needed to manufacture alloys. 

 In addition, the international industry was also affected 

by two very important factors: On one hand, the market 

benefited from a solid and growing consumption 

promoted by steel producers; on the other, world supply 

of ferroalloys was shaken by technical problems in various 

plants of the competition, which inevitably restricted 

production volumes.  All these together had an impact on 

spot quotations for manganese ferroalloys which almost 

doubled by the end of 2007, in annual terms.

 As a vertically integrated company with manganese 

ore deposits and ferroalloy production plants, Minera 

Today, we can unequivocally say that in 2007, Minera 
Autlán consolidated as a world-class integrated manganese 

company that competes directly and successfully 
with producers from the rest of the  world. 
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Autlán, capitalized on its own strengths in the midst of this 

environment, supported by the quality of its products, a 

dependable supply, and its technical and commercial 

experience. 

 Nevertheless, it is important to highlight that Minera 

Autlán has never let itself be mesmerized by shifting 

conditions in the market conditions, and has always 

been conscius of both its strong and its more vulnerable 

areas. Likewise, in 2007, the company continued to 

invest in energy projects to strengthen its cost structure, 

specially those areas where there is no complete control.  

To this regard, the Company − and its holding − made 

considerable advances in a project to generate hydraulic 

electricity in the State of Puebla, which is expected to 

start operations in the first quarter of 20�0 to mitigate the 

high prices of power.  In addition, the Company allocated 

significant resources to a plan that promotes manganese 

quality, as well as strengthens installed capacity, 

production and commercialization processes to continue 

to maximize its ability to compete.

 Despite its undeniable devotion to the iron and steel 

industry, Minera Autlán has always been open to growth 

and diversification opportunities, and during 2007, the 

Company worked on the evaluation of these opportunities 

and we expect to see the results in 2008-2009, with the 

support of investment banks. Company’s philosophy is 

based on not losing sight of the possibility to diversify its 

products and markets, and on reviewing ways to integrate 

both forward and backward into our current sector. We 

believe that in this way, the Company’s future will be even 

stronger and the risk of relying on a single industry will 

significantly diminish. It is our hope that during 2008 

some of the opportunities we are currently reviewing will 

materialize.

 Finally, as I do every year, I would like to reassure 

Minera Autlán’s firm commitment to its market, the 

environment, its people, and its shareholders. Beyond 

words, commitment is shown with actions, and that 

is how we do it in this Company. When it comes to the 

market, we have always stood by domestic and foreign 

steel producers during good times and rough times, 

with our best efforts in ferroalloy supply. When it comes 

to the environment, we strive to achieve a balance with 

the natural surroundings where we operate through 

reforestation efforts and air and water pollution control, 

which has earned us the recognition of the environmental 

authorities. On this topic, it is important to highlight the 

Company’s efforts to use the slimes of tailing dams in 

the Nonoalco Unit to bring about a project − already in 

the advanced stages of development − to manufacture 

ceramic products in the near future. When it comes to 

our people, we have a very healthy working environment, 

where there are as many growth opportunities as there 

is interest from our collaborators to move ahead. When 

it comes to our shareholders, Minera Autlán reiterates its 

commitment to generate tangible value by maximizing the 

current operating efficiency and expanding its horizons to 

include new options that guarantee the successful stay of 

the company in the market; and there is no better way to 

prove it than to see the record-high sales, cash flow and 

net profits achieved in 2007 along with a well-balanced 

healthy structure.

 2008 promises to bring great challenges and 

opportunities of which we will be taking advantage with 

the experience learned from both success and adversity 

after 54 years on the job.

 Likewise, in 2008 we will focus particularly on 

strengthening and developing our own human resources,  

the keystone to our Company’s progress.

 All that is left to say is that we face the future with 

enthusiasm, with the conviction that we will continue to 

take a FIRM STEP FORWARD and that the IMPRINT left 

by Minera Autlán will be remembered with pride by the 

generations to come.

José Antonio Rivero Larrea

Chairman of the Board of Directors

April, 2008.
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 LETTER fROM THE CHIEf ExECUTIvE OffICER

2007 allowed us to demonstrate once more the 
ability of our Company to take quick advantage 
of the opportunities offered.

very successful hedging practice allowed us to reduce 

our exposure to negative impacts from external factors, 

like exchange rate fluctuations and natural gas prices; 

moreover, we generated additional profit from these 

hedging operations, which allowed us to cover the 

financing cost of the Company throughout the year.

 All of the above was possible due to the determination, 

effort, and human quality of all of us who work in the 

Company.  I would like to acknowledge the outstanding 

job of our technical and operating team, our management, 

and our Board of Directors.  Their professionalism and full 

commitment to Autlán helped us achieve the best results 

in the history of the Company.

 We are aware our industry has cycles, and we continue 

to work on projects that guarantee the profitability of the 

Company in the long term. To this regard, we have invested 

in the preparation of the underground mine to begin 

extracting in the following years under a safer and more 

productive mining system. With regards to ferroalloys, we 

began the construction of a second refining station in the 

Tamós plant, which will begin operations in September 

2008, and will help us to focus on products with a greater 

value added. In Autlán we understand the significance 

of innovating, standing out, and getting ahead of our 

competition in terms of technology, products, operations, 

and best practices. For this reason, we have made 

significant investments in research and development to 

improve our processes and products, and diminish our 

production costs. The steps taken have allowed us to make 

Dear Shareholders,

 I have the honor to present to you our annual report for 

the year 2007, a year in which we have taken important 

steps towards our set objectives and in which we see years 

of effort, dedication and work translated into outstanding 

results.

 This year, our achievements are not just the result of a 

positive environment.  At Minera Autlán we have paved our 

way based on defined strategies and the right allocation 

of human and financial resources to move with a FIRM 

STEP FORWARD towards meeting our profitability and 

growth objectives.

 It’s true that we had a positive environment for the 

manganese industry, with a growing demand due to an 

increase in steel production in almost every region of the 

world, and a limited supply of manganese products, both 

which favored a general price increase. Nevertheless, 

it’s important to mention that we took advantage of our 

position as a vertically integrated company and took the 

necessary steps to better benefit from the market high. 

Our increased operating flexibility allowed us to react fast 

to the rising demand by increasing production levels, 

optimizing our product mix, and improving sales and 

margins. Likewise, we resume our manganese nodules 

exports by taking advantage of high prices and strong 

demand, penetrating new markets while maintaining the 

supply in our ferroalloy plants. On the other hand, we kept 

careful, organized and strict records and control of our 

costs and expenses, as we have done for years, managing 

to keep them low in proportion to sales. Additionally, a 
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important advances in the search of improvements, which 

give us an incentive to continue working on these areas 

to guarantee current and future jobs permanently, while 

supporting education and development for the Mexican 

youth by utilizing national universities and the experience 

of foreign companies for our research programs.

 Similarly, we are analyzing and developing different 

options for the Company’s strategic growth. In 2007, 

we acquired the majority of shares of GFM Resources, 

Ltd., a company trading in Canada specialized in mining 

exploration. This Company will strengthen Autlán’s 

mining capabilities by exploring for metals and minerals 

different from manganese, particularly in Latin America. 

On the other hand, we are analyzing different projects 

to increase production capabilities, improve sales mix 

and the utilization of byproducts by looking beyond 

commercial value and remaining true to our commitment 

to the environment and minimizing future ecologic 

contingencies. 

 We cannot emphasize enough the importance of every 

community, its residents, and in general, the complete 

surrounding areas where we perform our activities. We 

are aware of our responsibilities to them and we have not 

been shy in our efforts to ensure all our operations are 

harmonious and offer opportunities and improvements in 

all areas. 

 In summary, 2007 allowed us to demonstrate once 

again the ability of our Company to overcome adversities 

and take quick advantage of the opportunities offered by a 

 

changing market. We continue to grow to achieve greater 

operating flexibility, improve products, processes and 

costs, as well as the strategic growth of the Company in 

the search of a better future for our employees, directors, 

shareholders, clients, suppliers, communities, and all 

those who partake in our activities one way or another.

 Dear shareholders, I would like to thank you for the trust 

you have placed in Autlán, and hope you consider our 

results as a token of our gratitude. We are confident that 

our efforts will continue to put the name of the Mexican 

manganese industry on the map.

José H. Madero Marcos

Chief Executive Officer  

April, 2008
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 WORLD CONTExT Steel
The steel and manganese industries enjoyed an 
unprecedented dynamism in 2007.
 In the case of steel, once again world production 
reached record highs with a total crude steel volume 
of �,344 million tons, representing a 7.5% growth 
compared to the previous year.
 China continued to consolidate its position as the 
largest producer in the world with 489 million tons 
and a �5.7% growth. The rest of Asia, South America 
and Eastern Europe registered a strong performance 
in 2007.
 In the case of the United States, steel production 
registered 99 million liquid tons, slightly lower than in 
2006 due to a slowdown in the automobile industry 
and in residential development.

WORLD STEEL PRODUCTION USA STEEL PRODUCTION MEXICO STEEL PRODUCTION
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Spot price of Manganese 
grew more than 300%.
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SPOT PRICE OF MANGANESE IN CHINA
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 For its part, Mexico was able to revert the 
stagnation suffered in 2005 and 2006 with a sizable 
annual increase of 6.8% in 2007, producing �7.6 
million tons of crude steel.

Manganese
The world markets of ferroalloy and manganese ore 
performed with unprecedented trends.
 Throughout the year, the demand for these 
products was supported by growth in the metal 
industry, and changes that acted as catalysts in the 
sector, affected supply.
 The world demand for manganese ore was shaken 
by the unexpected acquisition of deposits in Ghana 
and additional deposits from an important player in 
Australia, by the biggest supplier of ferroalloys in 
Ukraine.
 

 This change translated into the cancelled 
contracts with China, which created tension and 
speculation in the industry.
 Subsequent instability was emphasized by 
the temporary exit from the market of a Brazilian 
producer due to logistic problems. All these factors 
drove the spot price from around 3 dollars at the 
beginning of 2007 to almost �2 dollars in December, 
causing an increase of over 300%.
 The high prices of manganese ore, in conjunction 
with the rising prices of electricity, metallurgical coal 
and transportation rates in nearly all continents, put 
considerable pressure over costs, and consequently 
over the spot prices of manganese ferroalloys. 
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Increase of 112%-130% 
in manganese alloy spot prices.

SPOT PRICE OF Mn FERROALLOYS IN USA
MEDIUM CARBON FERROMANGANESE

J

Source: Ryan‘s Notes US$ / tm

 Similarly, the ferroalloy industry was affected by 
various technical problems in Europe, Asia and the 
Americas, which reduced the available supply in 
the market.
 In 2007, a combination of high costs and restricted 
supply caused spot quotations of manganese 
ferroalloys in the United States to reach the highest 
levels in history, with an increase between ��2% 
and �30% at the end of the year, compared to 
December 2006.
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 MINING DIvISION

Underground Mine
We had outstanding results in the production of 
carbonates, with 597,26� tons, �3% higher than 
in 2006. 
 In the field of Geology, a drilling master plan 
was created for the next 5 years, which will 
help us recertify our existent proven reserves 
and increase their number. Works on the pilot 
stope at level 600 for exploitation using long wall 
drilling system, a more productive and a safer 
mining method, continued.
 All mining work focused on preventing floods 
at level 600 was successful, since it had been 
tested during the hurricane season.
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 The sales of manganous oxide had an 
outstanding recovery, conquering new markets 
for us, such as the European market and the 
markets in Central and South America.
 Likewise, we renewed our ISO 900�-2000 
certification during the month of May, with the 
best results in the last four years.

 Our training program has made a greater number 
of qualified personnel available to operate our 
equipment in the mine.
n the mine.
Plant
The most outstanding result in 2007 was achieved 
in nodule production. By the end of the year it had 
reached a 38% growth in comparison to 2006. This 
is the greatest production in the last 7 years.
 The above-mentioned was the result of increased 
consumption by ferroalloy plants and a strong rise 
in nodule exports. Foreign sales totaled 57,598 tons.
 At the Treatment Plant, changes were implemented 
and the equipment was updated, as part of an  
ongoing improvement plan, which brought 
savings in electricity and thermal energy, reduced 
maintenance costs and increased operating 
efficiency.
 

17% decrease in fuel 
consumption. 

Highest nodule production 

in the last 7 years.

 Also this year, transportation equipment was 
renewed and new units were put in for the safety of 
our personnel.
 
Nonoalco
The operating parameters to increase ceramic-
grade grinding capabilities were increased by 
30%. This provided energy savings and lower 
maintenance costs in the grinding area.
 The calcination kiln that produces manganous 
oxide was modified, increasing production by 
25% and reducing fuel consumption by �7%.
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Results of the Ferroalloy Division were very 
favorable during the year, finishing the “MOR 
Project � �/2” as expected, increasing production 
capacity by 50%, with an investment of �2 million 
pesos.
 In June, we began the construction of “MOR 
Project II”, which will increase production capacity 
of refined products by 63%, with an investment of 
67 million pesos.
 Likewise, alterations to our Nitrogenation Plant 
improved production by 25%, giving us a greater 
competitive advantage.
 We concluded the refurbishing process of 
Furnace �0 and the repairs on Furnace 9.  Crucibles in 
both were �00% replaced.

 On the other hand, a safety campaign was 
implemented in all three plants, helping us to 
take a great step forward, with an investment of 
approximately $4 million pesos.
 Another important achievement was the restart 
of operations of the Gómez Palacio plant in 
Durango in a 25-day record time, meeting �00% of 
its projected production volumes, which was also 
achieved by Teziutlán plant.
 Quality was maintained according to international 
standards and ISO 900�-2000 recertification was 
obtained for the Tamós and Teziutlán plants.

 fERROALLOY
 DIvISION

50% increment in MOR 

production.

Gómez Palacio plant restarts 

operations in 25 days.
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COMMERCIALIzATION

ferroalloys
During 2007, the price structure for ferroalloys 
was strengthened due to an increase in price of 
basic supplies and a high demand of ferroalloys 
worldwide.
 Minera Autlán was adequately prepared to meet 
the demand during the year, thanks to an increase 
in steel production of the large metal companies. 
We were able to move the �00% of the available 
material in a timely manner without putting at risk 
our client’s production.
 Additionally, we entered new international 
markets for refined products, such as India, Europe 
and South America.
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 Regarding battery-grade material, sales with 
major clients were maintained as projected in the 
business plan, and a greater demand of MnO2 is 
expected in 2008 due to new production regulations 
for ecological batteries in some regions, such as 
Guatemala and Colombia.

Trading
Sales of alternate products requested by the 
steel industry also increased. 2008 is expected 
to experience greater diversification of products 
and market share, aiming at consolidating the 
objective of our Trading arm, which is to provide 
a supplementary service to Minera Autlán’s line of 
products.

Marketing
During 2007, market polls were carried out to 
determine the degree of client satisfaction, in 
both, the ferroalloy and the Nonoalco products 
industries. In both cases, Minera Autlán was greatly 
recognized as a reliable, safe and competitive 
supplier.   
 Client relationships strengthened even more with 
the publishing of a commercial newsletter on the 
steel and manganese industry market conditions, 
and with the technical and commercial meetings 
traditionally held at the Company’s mining and 
ferroalloy facilities with very positive results.
 We participated in the Third Conference and 
Exhibition of the Steel Industry, hosted by the 
Mexican Association for Iron and Steel Technology 
and by CANACERO. During the event, the new 

commercial brochures of Minera Autlán were 
showcased and distributed. Additionally, the 
institutional presence of the company was boosted 
through different mining and metal supplements 
published in 2007 and distributed by several 
newspapers with nationwide distribution.
 Finally, Minera Autlán continued serving as Chair 
of the Comisión de Aduanas de la Cámara Minera 
de México (Customs Commission of the Mexican 
Mining Chamber), determining the irregularities 
affecting the mining sector on manganese specific 
customs matters and achieving several goals 
throughout the year.

Autlán exports to:
Germany, Argentina, Belgium, Canada, Chile, Colombia, 

Costa Rica, Denmark, Ecuador, Egypt, Spain, UAE, the 

Philippines, france, Guatemala, the Netherlands, Hungary, 

Indonesia, Italy, Kenya, Malaysia, Peru, Poland, Puerto Rico, 

Czech Republic, Dominican Republic, Russia, Singapore, 

Sri Lanka and Venezuela.

Mining
During the year, manganese nodules were exported 
to China and Venezuela. Sales of manganese 
carbonates to steel producers were met according 
to the business plan.

Manganese byproducts
Sales of Manganous Oxide increased through 
new markets such as the Czech Republic, Russia, 
Indonesia, Argentina and Peru. Additionally, we are 
working on other projects with new products (MnO 
53%) and markets, including South Africa, Morocco, 
Algeria and Egypt.
 In the ceramic market, sales levels were maintained 
according to forecast in spite of the slowdown in the 
construction industry in the United States, and showed 
a strong demand in the last quarter of the year.
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 HUMAN RESOURCES

 

From January to December of 2007, our workforce 
grew by 5.77%. Non-union personnel increased 
by 2.56% (from 390 to 400 workers), whereas 
union personnel grew by 6.87% (from �09� to 
��66 workers).
 The boost in mineral prices caused an 
increase in mining exploration activities from 
Canadian companies in Mexico, creating a 
direct competition with Mexican firms for skilled 
human resources.

 In addittion to the problem described above, 
young people have lost interest in degrees on 
Earth science, which has caused a shortage of 
Mexican mining engineers and geologists.
 The lack of professionals in these specialties 
forced foreign companies, and a few domestic 
ones, to increase salaries and wages to hire 
personnel, affecting other companies in the 
process, including Autlán.

1,695 families that rely 
on Minera Autlán
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 To offset this phenomenon, a strategy was 
developed to keep miners and geologists, including 
the implementation of a training and development 
program for hands-on miners at the Molango plant.
 Even when internal conflicts in the Miners’ Union 
caused problems for several important companies, 
Minera Autlán has maintained a good relationship 
with the union representatives.

 

 By doing so, it managed to stay out of the 
problem and maintain uninterrupted operations 
during the development of new facilities for the 
ferroalloys division, the testing period of new 
mineral exploitation systems, and the preparation 
of the mine at Molango.
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COMMUNITY AND SOCIAL DEvELOPMENT

 Besides academic teaching, the education 
provided in Otongo, passes on the values in which 
the Company believes, making the students feel 
like an integral part of our Company.  We pay 
special attention to social activities where students, 
teachers and parents participate. This improves 
communication flow among them and improves their 
spirit, resulting in the well-being of the society and 
the Company.  Out-of-school events, such as civic, 
religious and personal festivities, promote social 
interaction and a wholesome social environment, 
and makes use of that “quality time” between 
attending the school and being with the parents.
 Besides providing a school, the Company strives 
to satisfy the needs of its employees’ families by 
maintaining a healthcare center, a church, sport 
facilities, housing, and internal transportation.  The 

For Minera Autlán, the social development of the 
communities where mining plants and units are 
located is very important. For this reason, we 
provide the support and appropriate conditions so 
that people in these communities experience the 
best working and family environment.
 During 2007, the Company continued providing 
the support that it had traditionally given to society 
by maintaining several benefits for its employees.
 In the case of Otongo, a community formed by 
workers and their families from the mining unit of 
Molango, the Company has a school offering from 
preschool to secondary education in a healthy and  
very demanding environment. Additionally, students 
have the opportunity to complete their higher education, 
including undergraduate and master degrees, through 
electronic and satellite technology.

objective is to ensure and promote team spirit 
among the employees, who play a key role in the 
development of Minera Autlán.
 Similarly, employees and their families in the rest 
of our plants are provided with medical care and 
scholarships to complete their studies, promoting 
a sense of union and solidarity, a fundamental 
characteristic of the “Autlán family”.
 With these actions, we have helped our workers 
and their families get a higher education, better 
health and excellent development opportunities.

Services provided: 
housing
education and scholarships
health care
transportation and communications
church
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 At the plant in Teziutlán, Puebla, in terms of 
particle emissions, two isokinetic and four perimeter 
monitoring sessions were carried out  in the four 
cardinal points. At the plant in Tamós, Veracruz, 
the monitoring sessions are carried out yearly, in 
compliance with government agency standards. 
 Additionally, a more efficient dust transportation 
system was installed in the dust collectors in Tamós, 
and the roads were paved with hydraulic concrete.  
At the plant in Gómez Palacio, Durango, the dust 
collector was examined during all three working 
shifts throughout the year because it works on an 
on-going basis. At the mining units in Molango and 
Nonoalco, a permanent analysis of particles was 
made every hour and every day of the year. 

  

 SUSTAINABILITY

Continuous monitoring 
and residual 

water treatment.

Minera Autlán has always been devoted to the 
promotion of strong ethics to develop programs 
where natural resources are both utilized and 
protected. This helps our production units to be  
in compliance with environmental protection 
regulations and guarantees a balance with nature 
for future generations.
 During 2007, a number of different specific 
programs we had implemented to reduce or prevent 
air, water, soil and subsoil pollution in mining units 
and ferroalloy plants continued to operate.
 Regarding air protection, Minera Autlán took 
specific actions in each production unit to guarantee 
a minimum impact to the environment.
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 Also, a control is in place to eliminate 
emissions through irrigation systems for both 
the load in the transportation equipment and the 
roads, including a dust suppressor, in exploitation 
areas. Additionally, and with the same purpose, 
we have tarp-covering and spraying processes 
for loads in place. It is important to highlight 
that in Molango we have managed to reduce the 
generation of particles in the air, and we are now 
well below de maximum required level by the 
SEMARNAT.
 Regarding water protection, we have several 
treatment plants that process residual water, 
both at the mining units and the ferroalloy plants, 
and recycle it for our own industrial use.

 In regards to soil and subsoil, several actions 
have been taken for their preservation.
 At the plant in Tamós, Veracruz, pollution is 
prevented with a liquid and solid waste management 
incineration program, which reprocesses 
approximately 450 tons of scrap every year and 
disposes of dangerous waste in a final disposal 
location. Slag disposal operates at a higher rate than 
its generation. In 2007, 350,000 tons of byproducts 
were sold.  In regards to liquid waste, oil is used in 
the boiler heaters at the MOR plant. In Molango and 
Nonoalco, permanent reforestation programs are 
implemented, including germination, transplant, 
sowing, and seed recollection activities.  
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350,000 tons of by-products used.

Reforested communities: 

Chachala, Atezca and Tolago 

in the State of Hidaldo

between Temango and Jalpa in Tlanchinol, a 
Distance Education Center in Naopa, the perimeter 
fence around the graveyard in Chiconcoac, the 
containment wall in Jalpa, the multipurpose gym in 
Chipoco and a church in Ixtlapala.
 Minera Autlán is a Company committed to its 
employees and their families, because they are key 
to the development of our operations.
 For this reason, we are very proud to make 
such a permanent contribution to protect their 
communities, and to safeguard the environment 
within a sustainable development framework.

 In 2007, 7,800 trees were planted in an area 
of 7.4 acres, benefiting the communities of 
Chachala, Atezca and Tolago in the State of 
Hidalgo, as well as common land owned by the 
community, areas no longer in operation, and 
areas where plants did not develop as expected.  
Infrastructure was expanded and strengthened 
to generate more and better plants for the region, 
and actions were taken as a joint effort with the 
towns where mining activity is held in order to be 
in line with environmental protection programs.
 Regarding social responsibility, several public 
works were done in the town of Hidalgo to help 
the victims of the floods in Metztitlán. Other 
projects in the State of Hidalgo included the road 
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DIRECTORS ALTERNATE DIRECTORS  

José Antonio Rivero Larrea  María Guadalupe González de Rivero  
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José H. Madero Marcos  Evaristo Madero Vizcaíno 
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fernando Rivero Larrea Esteban Rivero González 
vice-Chairman of the Board  

José Antonio Rivero González   Pedro Rivero González 

Pedro Reynoso Ennis  Pedro Reynoso de la Garza  

Jorge Morales Treviño  Jorge García Segovia  

Antonio Elosúa González  Patricio Morales Sada  

Ernesto Martens Rebolledo  Remko Been Van Es  

Ernesto Ortíz Lambretón  Ernesto Ortíz de la Garza  
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Autlán’s financial results for 2007 showed significant 
growth throughout the year, reaching historical 
record highs on sales and EBITDA� due to the 
operating flexibility of the company, which allowed 
the capitalization of a positive environment within 
the industry.
 Net sales registered MXP$2,46�.7, an increase 
of 49% in comparison with sales obtained in 2006. 
This growth was mainly due to the rise in prices of 
manganese ferroalloys in the international market. 
These were driven by a solid demand and a restricted 
supply, and presented average increments of 63% 
in their spot quotation in the United States market. 
Also, during this year, manganese nodule exports 
resumed, shipping to China and Venezuela.
 Gross profits amounted to MXP$822.3, registering 
a gross sales margin of 33%, a �3-percentage point 
growth in comparison with the previous year.
 The operating profit registered a 565% growth, 
reaching MXP$5�6.3 million, equaling 2�% of the 
sales. This was due to better sales prices, higher 
volumes, production efficiencies and strict controls 
over costs and expenses. 
 The generation of operating cash flow or EBITDA, 
was MXP$629.8 million, representing 26% of sales. 
The EBITDA margin for the year was higher than the 
��% for the year 2006, and represents the highest 
amount generated in the history of Autlán.

 The financing cost was benefited by a well-
executed hedging strategy, both for the exchange 
rate fluctuations and natural gas prices, which 
allowed us to determine our exposure to these 
variables and generate profits that covered the 
company’s financial commitments.
 The accumulated net profit for the year was 
MXP$402.9. The net margin for the fiscal year stood 
at �6%, a figure which compares positively with the 
2% from 2006.
 During 2007, we invested a total of MXP$2�5.4, 
mainly on activities for mine preparation,  
maintenance and equipment replacement, 
overhauls, research and development, and safety. 
The project, aimed at extending the capacity 
of refined ferroalloys, began last June and it is 
expected to conclude in September of 2008. 
Accordingly, the experimental stope project to 
operate under a new, safer and more productive 
mining system was finished.
 The capital structure of the company is in good 
health and coverage ratios have improved with 
these good results. 
 The consistency and strength of the Company’s 
good results for the year boosted our performance 
in the stock exchange, with our stock achieving a 
significant increase of 503% on its price, closing 
the year at $�9.47 pesos per share.

 fINANCIAL RESULTS 2007

 

�EBITDA: Operating Profit + Depreciation and Amortization



REPORT OF INDEPENDENT AUDITORS

To the Stockholders of 

Compañía Minera Autlán, S. A. B. de C. V.

Monterrey, N. L., April 7, 2008

We have audited the consolidated balance sheets of Compañía Minera Autlán, S. A. B. de C. V. and subsidiaries as of December 31, 2007 

and 2006, and the related consolidated statements of income, of changes in stockholders’ equity and of changes in financial position for 

the years then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an 

opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Mexico. Those standards require that we plan and 

perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement and that they were 

prepared in accordance with Mexican Financial Reporting Standards. An audit includes examining, on a test basis, evidence supporting the 

amounts and disclosures in the financial statements. An audit also includes assessing the financial reporting standards used and significant 

estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a 

reasonable basis for our opinion.

As described in Note 5 to the financial statements, in 2007, based on the studies performed regarding the recoverable value of the long-lived 

assets in accordance with the standards contained in Statement C-15 “Impairment of long-lived assets and their disposal”, the Company 

partially reversed the impairment in the value of fixed assets recognized in 2001. The reversal for the year ended December 31, 2007 

amounted to Ps143,055,000 (Ps103,000,000 net of the effect of income tax). This amount is included in the statement of income of such year 

under the caption “Other income”.

In our opinion, the aforementioned consolidated financial statements present fairly, in all material respects, the financial position of Compañía 

Minera Autlán, S. A. B. de C. V. and subsidiaries at December 31, 2007 and 2006, and the results of their operations, the changes in their 

stockholders’ equity and the changes in their financial position for the years then ended, in conformity with Mexican Financial Reporting 

Standards.

PricewaterhouseCoopers, S. C.

Jorge Valdez G.

Audit Partner

PricewaterhouseCoopers, S.C.
Avenida Rufino Tamayo No. 100
Col. Valle Oriente
66269 Garza García, N.L.
Teléfono:  (81) 8152 2000
Fax: (81) 8152 2075
www.pwc.com
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   2007  2006

ASSETS

 

CURRENT ASSETS: 

Cash and temporary investments Ps 226,079 Ps 19,211

Trade accounts receivable, less allowance for doubtful

 accounts of Ps 41,544 in 2007 and Ps 32,416 in 2006  291,312  192,819

Accounts receivable from related parties (Note 3)  65,224  83,451

Other accounts receivable  26,285  63,468

Inventories, net (Note 4)  319,105  221,451

Prepaid expenses  44,295  12,716

Other assets (Note 7)  7,538  20,794

Total current assets  979,838  613,910

LONG-TERM ACCOUNT RECEIVABLE    

 FROM PARENT COMPANY (Note 3)  –  81,146

PROPERTY, PLANT AND EQUIPMENT (Note 5)  2,303,579  2,031,295

OTHER ASSETS AND DEFERRED CHARGES  63,044  27,389

Total assets Ps 3,346,461 Ps 2,753,740

Compañía Minera Autlán, S. A. B. de C. V. and Subsidiaries

CONSOLIDATED BALANCE SHEET
AT DECEMBER 31, 2007 AND 2006
Thousands of Mexican pesos of December 31, 2007 purchasing power

 José H. Madero M. Lorenzo Belden T.

 Chief Executive Officer Chief Financial Officer

The accompanying notes are an integral part of these financial statements.
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   2007  2006

LIAbILITIES ANd STOCkhOLdERS’ EqUITy

CURRENT LIABILITIES:

Notes payable Ps 26,113 Ps 97,419

Suppliers  204,843  160,076

Account payable to Grupo Ferrominero, S. A. de C. V.,

 parent company (Note 3)  12,629  

Employees’ profit sharing payable  20,798  8,762

Other accounts payable and accrued expenses  37,429  76,660

Total current liabilities  301,812  342,917

    

LONG-TERM LIABILITIES:

Long-term debt (Note 7)  325,986  71,581

Deferred income tax (Note 12)  555,263  401,929

Estimated labor benefits (Note 9)  41,408  61,508

Total long-term liabilities  922,657  535,018

Total liabilities  1,224,469  877,935

    

STOCKHOLDERS’ EQUITY (Note 10):

Capital stock  3,672,080  3,768,903

Premium on issuance of capital stock  2,265,635  2,265,635

Contributed capital  5,937,715  6,034,538

Retained earnings  600,650  251,900

Deficit on restatement of capital  (4,416,373)  (4,410,633)

Total stockholders’ equity  2,121,992  1,875,805

CONTINGENCIES (Note 13)    

Total liabilities and stockholders’ equity Ps 3,346,461 Ps 2,753,740
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Compañía Minera Autlán, S. A. B. de C. V. and Subsidiaries

CONSOLIDATED STATEMENT OF INCOME
FOR THE YEARS 2007 AND 2006
Thousands of Mexican pesos of December 31, 2007 purchasing power

   2007  2006

Net sales Ps 2,461,672 Ps 1,657,576

Cost of sales  (1,639,417)  (1,324,349)

Gross margin  822,255  333,227

Operating expenses  (305,953)  (255,538)

Operating income  516,302  77,689

Comprehensive financing income (expense):

Financial expense, net  (58,825)  (45,260)

Exchange gain, net  74,168  37,419

(Loss) gain on monetary position  (2,010)  1,407

   13,333  (6,434)

   529,635  71,255

Other income (expense), net (Note 11)  52,755  (40,572) (*)

Income before the following provision  582,390  30,683

Provision for income tax (Note 12)  (179,455)  765

Consolidated net income Ps 402,935 Ps 31,448

Earnings per share, in pesos (Note 2.n) Ps 1.43 Ps 0.11

 José H. Madero M. Lorenzo Belden T.

 Chief Executive Officer Chief Financial Officer

(*)  Figures reclassified for presentation purposes (Note 2).

The accompanying notes are an integral part of these financial statements.
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Compañía Minera Autlán, S. A. B. de C. V. and Subsidiaries

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE YEARS 2007 AND 2006
Thousands of Mexican pesos of December 31, 2007 purchasing power

 Contributed capital Deficit

     Deficit
  Premium   on  Total
 Capital on issuance  Retained  restatement  stockholders’
 stock of capital stock Total earnings of capital Total equity

Balances at January 1, 2006 Ps 3,764,221 Ps 2,265,635 Ps 6,029,856 Ps 237,884 (Ps 4,391,311) (Ps 4,153,427) Ps 1,876,429

Changes in 2006:

Loss from holding nonmonetary assets          (19,322)  (19,322)  (19,322)

Net income for the year        31,448       31,448   31,448

Comprehensive income        31,448   (19,322)   12,126  12,126

Dividends declared        (17,432)    (17,432)  (17,432)

Repurchase of own shares, net  4,682    4,682          4,682

Balances at December 31, 2006  3,768,903  2,265,635  6,034,538  251,900   (4,410,633)   (4,158,733)  1,875,805

Changes in 2007:

Loss from holding nonmonetary assets          (5,740)  (5,740)  (5,740)

Net income for the year        402,935      402,935  402,935

Comprehensive income        402,935   (5,740)   397,195  397,195

Dividends declared        (18,075)    (18,075)  (18,075)

Decrease in capital stock, net  (111,132)    (111,132)        (111,132)

Acquisition of subsidiary        (36,315)    (36,315)  (36,315)

Repurchase of own shares, net  14,309    14,309  205      205  14,514

Balances at December 31, 2007 

 (Note 10)  Ps 3,672,080 Ps 2,265,635 Ps 5,937,715 Ps 600,650 (Ps 4,416,373) (Ps 3,815,723) Ps 2,121,992

 José H. Madero M. Lorenzo Belden T.

 Chief Executive Officer Chief Financial Officer

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

2007 ANNUAL REPORT MINERA AUTLÁN         33



Compañía Minera Autlán, S. A. B. de C. V. and Subsidiaries

CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION
FOR THE YEARS 2007 AND 2006
Thousands of Mexican pesos of December 31, 2007 purchasing power

   2007  2006

OPERATIONS

Consolidated net income Ps 402,935 Ps 31,448

Items not affecting resources:

Depreciation and amortization  113,450  99,078

Reversal in value of impairment of long-lived assets  (143,055)  

Deferred income tax  155,601  (892)

Estimated labor benefits  4,793  4,121

   533,724  133,755

Changes in working capital other than financing:

Trade accounts receivable and other accounts receivable  (61,310)  (8,795)

Inventories  (97,654)  8,104

Prepaid expenses  (31,579)  (2,779)

Suppliers  44,767  2,461

Taxes and other accounts payable and accrued expenses  (52,123)  (33,090)

Net resources provided by operations  335,825  99,656

FINANCINg

Debt and notes payable  183,099  (97,765)

Changes in restricted cash  13,256  8,693

Decrease in capital stock, net  (111,132)  

Repurchase of own shares  14,514  4,682

Dividends declared  (18,075)  (17,432)

Related parties, net  30,856  919

Resources provided by (used in) financing activities  112,518  (100,903)

INvESTMENT

Property, plant and equipment, net  (286,306)  12,340

Related parties  81,146  (9,670)

Acquisition of subsidiary  (36,315)  

Resources (used in) provided by investment activities  (241,475)  2,670

Increase in cash and temporary investments  206,868  1,423

Cash and temporary investments at beginning of year  19,211  17,788

Cash and temporary investments at end of year Ps 226,079 Ps 19,211

 José H. Madero M. Lorenzo Belden T.

 Chief Executive Officer Chief Financial Officer

The accompanying notes are an integral part of these financial statements.
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Compañía Minera Autlán, S. A. B. de C. V. and Subsidiaries

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
AT DECEMBER 31, 2007 AND 2006
Thousands of Mexican pesos of December 31, 2007 purchasing power (except where otherwise indicated)

1. ENTITy ANd OPERATIONS

  Compañía Minera Autlán, S. A. B. de C. V. (Autlán), was incorporated in 1953. It is a Mexican company whose main activity is the 

extraction of manganese ore, and the production and sale of ferroalloys, used mainly in the production of steel. The term “the Company”, 

as used in this report, refers to Autlán together with its consolidated subsidiaries.

  Autlán carries out its activities through operating units located in Tamós in the State of Veracruz, Molango and Nonoalco in the State of 

Hidalgo, Teziutlán in the State of Puebla and Gómez Palacio, in the State of Durango. It also has various service subsidiaries mentioned 

in Note 3. Autlán’s shares are listed in the Mexican Stock Exchange.

2. SUMMARy OF SIgNIFICANT ACCOUNTINg POLICIES

  On April 7, 2008, the Company’s officers signed the basic financial statements and notes thereto and authorized the issuance of the 

accompanying consolidated financial statements.

  The accompanying consolidated financial statements have been prepared in accordance with Mexican Financial Reporting Standards 

(FRS), including the standard requiring comprehensive recognition of the effects of inflation on the financial information. Consequently, 

all financial statements, including those of prior periods presented for comparative purposes, are stated in constant pesos of December 

31, 2007 purchasing power based on factors derived from the National Consumer Price Index (NCPI), published by the Banco de 

México for domestic companies, and by the NCPI of the country of origin of the companies operating outside Mexico.

 

  On January 1, 2007, Autlán and its subsidiaries adopted the standards contained in FRS B-3, which basically stipulates a new structure 

for the statement of income, eliminating the presentation of extraordinary and special items and classifying income and expense as 

ordinary or non-ordinary, and modifies the general presentation and disclosure criteria for this statement. As a result of applying this 

new standard, management adopted the criterion of presenting the statement of income based on function, since grouping costs and 

expenses on this basis allows the various levels of income to be presented. In this connection, for the convenience of the reader, the 

operating income is presented separately since this caption represents a factor for the analysis of the financial information that Autlán 

and its subsidiaries have regularly presented.

  In 2007 the adoption of this standard represented no significant change in the presentation and structure of the statement of income 

compared to that of 2006, and only required reclassification of the employees’ profit sharing caption to the other expense caption.

  Following is a summary of the most significant accounting policies followed by Autlán and its subsidiaries in the preparation of their 

financial information:

a. Bases for presentation and disclosure

  The financial statements of the foreign subsidiaries are conformed to Mexican financial reporting standards. The related cumulative 

translation adjustment is recorded directly in stockholders’ equity.
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  The preparation of the financial information in accordance with FRS requires management to make estimates and assumptions that 

affect the reported amounts at the date of the financial statements. Actual results could differ from those estimates. The main captions 

subject to these estimates include the following: net fixed assets, allowances for doubtful accounts, inventory reserve, deferred income 

tax asset, valuation of financial instruments and labor obligations (assets and liabilities).

  The most important indexes (NCPI) used to reflect the effects of inflation on the financial statements were: 125.564, 121.015 and 116.301 

at December 31, 2007, 2006 and 2005, respectively (second half of June 2002 = 100).

b.  Bases for consolidation

  The consolidated financial statements comprise those of Autlán and all its subsidiaries. Intercompany transactions and balances 

between Autlán and its subsidiaries have been eliminated in consolidation.

 

 The principal subsidiary companies of Autlán are:

 % ownership at

 December 31,

   2007  2006

 Service companies and other:

 Arrendadora Autlán, S. A. de C. V.  100  100

 Compañía Recuperadora de Escorias, S. A. de C. V.  100  100

 Grupo de Construcciones y Edificaciones, S. A. de C. V.  100  100

 Inmobiliaria Molango, S. A.  100  100

 Industrial Minera Teziutlán Acatlán, S. A.  96  96

 La Herradura de México, S. A. de C. V.   99  99

 Metcore de México, S. A. de C. V.   100  100

 GFM Cerámica, S. A. de C. V.  (a)  100  100

 Empresa Ecológica de la Sierra, S. A. de C. V.  (a)   100  100

 Minas de Santa Marta, S. A.    98  98

 GFM Resources, Inc. (b)  76  

 Trading companies:

 Autlan Metal Services, S. A. de C. V.  100  100

 Comercial Autlán, S. A. de C. V.  100  100

 GFM Trading de México, S. A. de C. V.  99  99

 GFM Trading, Inc.  99  99

 (a)  Companies incorporated in 2006.

 (b) Canadian company acquired in June 2007.

 

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2007 ANNUAL REPORT MINERA AUTLÁN         36



c.  Temporary investments

  These investments include investments in debt and capital securities, and are classified in the following categories in accordance with 

management’s intention at the date of acquisition: investments to be held to maturity, negotiable financial instruments and financial 

instruments available for sale. They are initially stated at acquisition cost and are subsequently stated as described below:

 i.   Debt securities to be held to maturity are stated at acquisition cost reduced by amortization of premiums or increased by amortization 

of discounts, as applicable, based on the unpaid balance while the investments are in effect. Decrease in value is recognized, when 

appropriate.

 ii.   Negotiable financial instruments and those available for sale are stated at fair value, which is similar to the market value. The fair value 

is the amount at which financial assets can be exchanged or financial liabilities can be liquidated between interested and willing 

parties on an arm’s-length basis. 

 

d.  Inventories and cost of sales

  Inventories and related cost of sales are originally recorded at average cost and are subsequently restated at estimated replacement 

cost, basically at the latest purchase prices and production costs of the year. The amounts shown for inventories do not exceed 

market value. From 2007 onwards FRS D-6 “Capitalization of comprehensive financing income (expense)”, requires the capitalization 

of comprehensive financing income (expense) for those assets whose acquisition or manufacture require a substantial period of time. 

Autlán and its subsidiaries have no inventories of this kind; therefore, no capitalization was necessary.

e.  Property, plant, equipment and depreciation

  Property, plant and equipment and the related accumulated depreciation are stated at cost restated by applying factors derived from the 

NCPI to the historical cost, except for machinery and equipment of foreign origin, which are stated at cost restated by applying factors 

derived from the general inflation index of the country of origin to the corresponding foreign currency amounts and translating those 

amounts to pesos at the exchange rate prevailing at the closing date.

  Depreciation is calculated by the straight-line method based on the estimated useful lives of the assets as determined by the 

companies.

 Property, plant and equipment are subject to recognition of impairment, as well as the reversal of such impairment, when appropriate.

  On January 1, 2007, the standards contained in FRS D-6 became effective. They require that the cost of interest, exchange gains and 

losses, gain or loss on monetary position and other costs relating to financing of fixed assets whose acquisition requires a substantial 

period of time be capitalized as forming part of the related cost of acquisition or investment. Autlán and its subsidiaries have no 

comprehensive financing income (expense) items that should be capitalized as required by FRS D-6.

f.  Deferred charges

  This caption is stated at cost restated by applying factors derived from the NCPI to the historical cost. It comprises principally expenses 

relative to placement of debt, exploration and investigation, and mining concessions, all of which are subject to amortization once the 

mines start operating.

  Intangible assets having indefinite useful lives are not amortized and are subject to at least one impairment evaluation on an annual 

basis, or when circumstances indicate the existence of a possible impairment.
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g.  Transactions in foreign currency and exchange differences

  Monetary assets and liabilities in foreign currencies, mainly U.S. dollars (US$), are stated in Mexican currency at the rates of exchange in 

effect at the balance-sheet date. Exchange differences arising from changes in exchange rates between the transaction and settlement 

dates or the balance-sheet date are recorded in comprehensive financing income (expense).

h.  Estimated liability for labor benefits

  The employee retirement plans (pensions and seniority premiums), both formal and informal, as well as the benefits payable at termination 

of employment for causes other than from restructuring, are recognized as a cost of the years in which the services are rendered in 

accordance with actuarial studies made by independent actuaries.

i.  Derivative financial instruments

  Autlán utilizes derivative financial instruments for purposes of reducing its risk relative to adverse fluctuations in prices of inputs and in 

exchange rates.

  Derivative financial instruments are stated at fair value. Changes in valuation of financial instruments considered as negotiable are 

carried to income; changes in those used for hedge transactions are carried to income if they are fair value hedges and to stockholders’ 

equity if they are cash flow hedges.

 The effects of hedge transactions are included in income under the same caption as the effects of the hedged item.

j.  Repurchase of own shares

  The repurchase of the Company’s own shares is recorded by charging their acquisition cost to stockholders’ equity. The theoretical 

restated value is charged to capital stock, and the difference to the reserve for acquisition of own capital stock. These amounts are 

stated at cost restated by applying factors derived from the NCPI.

k.  Revenue recognition

  The Company recognizes revenues when merchandise is delivered and billed to customers. The revenues and the accounts receivable 

are recorded net of allowances for returns and doubtful accounts, respectively.

l.  Comprehensive financing income (expense)

  This item is determined by grouping in the statement of income all interest and other financial income and expense, exchange gains and 

losses, and the gain or loss on monetary position.

  The gain or loss on monetary position represents the effect of inflation, as measured by the NCPI, on the Company’s monthly net 

monetary assets or liabilities during the year.

m.  Income tax, asset tax and corporate flat rate

  Autlán and its Mexican subsidiaries consolidate their results for purposes of income tax and asset tax with Grupo Ferrominero, S. A. de 

C. V. (parent company). The income tax included in the consolidated statement of income, represents the income tax currently payable 

for the year as well as 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 
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assets and liabilities, and if applicable, considering tax loss carryforwards expected to be recoverable. The effect of the change in 

current income tax rates is recognized in income of the year in which the tax authorities determine the change.

  On October 1, 2007, the Flat Tax Law was published, and was effective from January 1, 2008 onwards. This law is applicable to 

individuals and corporations having a permanent establishment in Mexico. The flat tax for the period will be calculated by applying to 

income determined on a cash flow basis a 16.5% rate in 2008, a 17% in 2009 and a 17.5% in 2010 and subsequent periods. This tax 

is applicable only in the event the flat tax exceeds the income tax for the same period. Based on an interpretation covering accounting 

for the flat tax, published by the Mexican Financial Reporting Standards Board on December 21, 2007, and on the financial and tax 

projections that were prepared indicating that Autlán and its subsidiaries in Mexico will basically pay income tax rather than flat tax in 

the future, no deferred flat tax was recorded.

  In accordance with the current law, from January 1, 2008 onwards the Asset Tax Law is no longer in effect. However, the new law sets 

forth the methodology applicable to the recovery of asset tax paid in prior years, which was available for recovery in the following ten 

years, to the extent income tax exceeded asset tax in those years. 

n.  Earnings per share

  Earnings per share are computed on the basis of the weighted average number of common shares outstanding during the year. There 

are no effects arising from potentially dilutive shares.

o.  Comprehensive income

  The transactions recorded in the various captions relating to earned surplus for the year, other than those carried out with the stockholders, 

are included in the statement of changes in stockholders’ equity under the caption “comprehensive income (loss)”.

p.  Concentration of risks

 

   The main financial instruments maintained by the Company under a credit risk concentration correspond to cash in banks and temporary 

investments, as well as trade accounts receivable. Cash and temporary investments are maintained in recognized financial institutions. 

The relative investments are in fixed interest and money market securities. The risk concentration with respect to accounts receivable 

is important since at December 31, 2007, 83.6% of the total accounts receivable portfolio was concentrated in five customers (66% 

in 2006). In addition, the Company maintains allowances for doubtful accounts based on the estimated recoverability of the accounts 

receivable.
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3. bALANCES ANd TRANSACTIONS WITh RELATEd PARTIES

 At December 31 accounts receivable from related parties comprised the following:

   2007  2006

 

 Short-term:

 Compañía de Energía Mexicana, S. A. de C. V.  (1) Ps 35,017 Ps 16,993

 Lynx Servicios Aéreos, S. A. de C. V.  (1)  22,573  19,085

 Grupo Inmobiliaria Serfimex, S. A. de C. V.  (1)  1,814  

 Grupo Ferrominero, S. A. de C. V.  (1)    31,929

 Metal Trading, S. A. de C. V.  (2)  76  13,545

 Other  5,744  1,899

 

  Ps 65,224 Ps 83,451

 Long-term:

 Grupo Ferrominero, S. A. de C. V.  (3) Ps – Ps 81,146

  (1) These balances arise from current account lines of credit; they are estimated as recoverable and/or receivable in a short-term.

  (2)  These balances arise from the purchase and sale relating to ferroalloys; they bear no interest, and are estimated as recoverable and/or receivable in a 

short-term.

  (3)  This balance corresponds to a loan amounting to US$6.2 million maturing in the year 2010; it bears interest at rates similar to those prevailing in the 

market (9.95% at December 31, 2006). This loan was paid in October 2007.

 

 The statement of income includes the following transactions with related parties:

   2007  2006

 Air transportation service Ps (3,877) Ps (4,733)

 Interest expense, net  (23,046)  (8,542)

 Technical services paid  (18,175)  (15,178)

  The compensations and benefits received by the officers of the Company amounted to Ps17,188, consisting of the basic salary and 

benefits granted by law; in addition to a variable compensation program, which is based mainly on Autlán’s results. There are no 

agreements or programs that facilitate the acquisition of Autlán’s shares by its officers or employees.

  Autlán and its subsidiaries affirm that there were no significant transactions with related parties or conflicts of interest which should be 

disclosed.
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4. INvENTORIES

 Inventories comprised the following:

   2007  2006

 Finished goods Ps 182,639 Ps 124,159

 Minerals and raw materials  60,242  45,823

 Spare parts inventory  55,216  49,319

 Merchandise in transit  21,468  2,626

   319,565  221,927

 Allowance for slow-moving and obsolete inventories  (460)  (476)

 

 Estimated replacement cost Ps 319,105 Ps 221,451

5. PROPERTy, PLANT ANd EqUIPMENT

 This caption comprised the following:

   2007  2006

 Land Ps 68,575 Ps 71,032

 Buildings and constructions  1,240,913  1,153,574

 Machinery and equipment  4,034,566  3,971,838

 Furniture and equipment  40,724  37,997

 Transportation equipment  46,052  43,522

 Data-processing equipment  60,134  52,879

 Construction in progress  104,955  38,882

 Other assets  116,547  64,664

   5,643,891  5,363,356

 Less - Accumulated depreciation  (3,551,942)  (3,403,093)

   2,091,949  1,960,263

 

 Add - Reversal of impairment in value of assets  143,055  

 Net restated value Ps 2,303,579 Ps 2,031,295

  Depreciation charged to income represented average annual rates of approximately 3% for buildings and constructions and 4% for 

machinery, furniture and equipment in both years.

  In the year 2007, the Company’s financial position was favorable, mainly due to the: (i) behavior that the steel production has had in 

Mexico and in the world; (ii) behavior of the price of manganese ferroalloys in the various domestic and international markets; (iii) major 

production capacity at the plants; and (iv) program to reduce costs maintained by management.
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  In view of these favorable circumstances and based on the standards contained in Statement C-15 “Impairment of long-lived assets and 

their disposal”, the Company carried out the corresponding studies, mainly based on the projections of expected cash flows. Based on 

these studies, the Company partially reversed the impairment in the value of fixed assets recognized in 2001. The reversal for the year 

ended December 31, 2007 amounted to Ps143,055 (PS103,000 net of income tax) and it is included in the statement of income under 

the caption “Other income”.

6. FOREIgN CURRENCy POSITION

  At December 31, 2007 and 2006, the exchange rates were 10.86 and 10.87 nominal pesos to the U.S. dollar, respectively. At April 7, 

2008, date of issuance of these audited financial statements, the exchange rate was 10.56 nominal pesos to the dollar.

  Amounts shown below are expressed in thousands of U.S. dollars (US$), since this is the currency in which most of the companies’ 

transactions are carried out.

 At December 31, 2007 and 2006, the companies had the following currency assets and liabilities:

   2007  2006

 Monetary assets US$ 41,467 US$ 26,256

 Monetary liabilities  (40,470)  (20,021)

 Foreign currency monetary position US$ 997 US$ 6,235

 Nonmonetary assets US$ 110,158 US$ 137,131

  The nonmonetary assets (inventories, machinery and equipment) mentioned above are those manufactured outside Mexico or whose 

replacement costs are determined in foreign currency and are stated at their net restated cost. 

 Following is a summary of the foreign currency transactions carried out:

   2007  2006

 

 Merchandise and services:

 Exports US$ 46,540 US$ 34,245

 Imports  (39,591)  (29,352)
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7. LONg-TERM dEbT

  At December 31, 2007, the long-term debt corresponded to a loan covering issuance of non-subordinated secured Notes in the amount 

of US$30 million; this loan has a two-year grace period for payment of capital and bears fixed interest at 9.25%. It is secured by future 

income relating to certain export transactions and by Ps249,521 over the Company’s inventory.

 At December 31, 2007, long-term debt maturities were as follows:

 2009 Ps 99,607

 2010  108,662

 2011  108,662

 2012  9,055

  Ps 325,986

  The current bank loan agreements contain the usual covenants covering the maintenance of certain financial ratios and submission of 

financial information. In the event noncompliance with such ratios is not cured in a time period satisfactory to the creditors, the latter may 

require immediate payment of the entire indebtedness. At December 31, 2007, Autlán and its subsidiaries had satisfactorily complied 

with such covenants and restrictions.

  At December 31, 2007 and 2006, there were deposits made in cash (restricted cash) to guarantee future capital and interest payments 

of the bank loan the Company had at such date. At December 31, 2007 and 2006 these deposits amounted to US$0.69 and US$1.8 

million (equivalent to Ps7,538 and Ps20,794), respectively. They are included in current assets under the caption “Other assets”.

8. dERIvATIvE FINANCIAL INSTRUMENTS

  The Company has entered into hedge agreements named “interest rate swaps” and “commodity transactions” for purposes of hedging 

risks on interest rates and prices on future consumption of natural gas.

  At December 31, 2006, the fair value of derivative financial instruments covering natural gas prices using the cash flow hedge method 

resulted in a liability of Ps3,215. At December 31, 2007, the Company had no derivative financial instruments for this concept.

  In 2007 the valuation of financial instruments considered as negotiable represented a net income of Ps82,751 (Ps42,625 in 2006), which 

is included in the statement of income.

9. ESTIMATEd LIAbILITy FOR LAbOR bENEFITS

  The Company has established noncontributory pension plans for its employees. Plan benefits are primarily based on the employees’ 

years of service, their present age and their remuneration at date of retirement. The liabilities and costs relative to these plans, as 

well as those relative to seniority premiums, are recognized on the basis of actuarial studies made by independent experts, through 

contributions to trust funds and provisions.
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 Following is a summary of the principal financial data relative to these obligations:

   2007  2006

 Accumulated benefit obligations Ps 64,170 Ps 71,714

 

 Accumulated net liability Ps 35,267 Ps 53,879

 Projected net obligation Ps 64,293 Ps 72,418

 Plan assets at market value  (28,903)  (17,797)

 Unamortized prior services (transition liability)  (1,960)  (1,058)

 Actuarial gains and losses  7,978  7,945

 

 Estimated liability for labor benefits Ps 41,408 Ps 61,508

 

 Net cost for the year Ps 4,759 Ps 4,121

  Prior service cost (transition liability), plan amendment costs and actuarial gains and losses are amortized through charges to income 

by the straight-line method over the average remaining service life of the employees expected to receive the benefits, as follows:

   2007  2006

 

 Amortization period:

 Transition liability  5 years  3 years

 Unamortized actuarial gains and losses  10 years  13 years

 Weighted real discount rate  4%  4%

 Real estimated return at long term on plan assets  5.3%  4%

10. STOCkhOLdERS’ EqUITy

  At an extraordinary meeting held on August 17, 2007, the stockholders resolved to reduce the capital stock and stockholders’ equity 

through cash reimbursement to the stockholders of Autlán. For purposes of the aforementioned, the reduction of the nominal capital 

stock by Ps136,289, through the write-off of shares was approved. Likewise, an increase by Ps25,157 to the variable portion of the 

capital stock was also approved at such meeting; Grupo Ferrominero, S. A. de C. V. (parent company) renounced to its preemptive right 

as to issuance of shares.

  At December 31, 2007 the fixed minimum capital stock without right of withdrawal, fully subscribed and paid-in, amounted to Ps72,268, 

and was represented by 121,885,063 Series “B”, common nominative shares, without par value.

  At December 31, 2007, Autlán had 97,900 shares held in treasury; each such share had a market value of 19.47 pesos at such date 

(27.09 pesos at the date of issuance of these financial statements).

 At December 31, 2007 the retained earnings included Ps175,827 appropriated to the legal reserve.
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  Dividends paid from retained earnings which have not previously been taxed are subject to an income tax payable by the Company, 

which may be credited against the normal income tax payable by the Company in the year in which the dividends are paid and in the 

two following years.

  In the event of capital stock reductions, any excess of stockholders’ equity over capital contributions, the latter inflation-indexed in 

accordance with the provisions of the Mexican Income Tax Law, is accorded the same tax treatment as dividends.

  The deficit on restatement of capital comprises principally the loss from holding nonmonetary assets and represents the difference 

between restating these assets by the specific cost method and restating them based on inflation measured in terms of the NCPI.

 At December 31, 2007 the restated amounts of stockholders’ equity were as follows:

 Nominal  Restated

 value Restatement amount

 Contributed capital:

 Capital stock Ps 220,348 Ps 3,451,732 Ps 3,672,080

 Premium on issuance of capital stock   391,914  1,873,721  2,265,635

 Total contributed capital   612,262  5,325,453  5,937,715

 Deficit:

 Retained earnings  (611,323)  1,211,973  600,650

 Deficit on restatement of capital     (4,416,373)  (4,416,373)

 Total deficit   (611,323)  (3,204,400)  (3,815,723)

 Consolidated stockholders’ equity Ps 939 Ps 2,121,053 Ps 2,121,992

11. OThER INCOME (EXPENSE), NET

  Company’s management follows the practice of recognizing in this caption, expenses not directly identified with the Company’s normal 

operations. They comprise principally surcharges, fines, technical services, nonrecurring expenses and other reserves. Likewise, as 

described in Notes 3 and 5, this caption includes employees’ profit sharing and the reversal of impairment in value of long-lived assets, 

respectively.

12. INCOME TAX

 The net (charge) credit to consolidated income for income tax was as follows:

   2007  2006

 Currently payable Ps (23,854) Ps (128)

 Deferred             (155,601)                   893

 Total Ps (179,455)  Ps 765
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 The reconciliation between the statutory and effective income tax rates was as follows:

   2007  2006

 Income before income tax Ps 582,390  Ps 30,683

 

 Income tax at statutory rate

(28% in 2007 and 29% in 2006) Ps (163,069) Ps (8,898)

 Add (deduct) effect of income tax on:

 Inflation accounting and tax effects  2,475  4,512

 Non-deductible expenses  (7,323)  (3,084)

 Other permanent differences, net   (11,538)   7,840

   (179,455)  370

 Effect of reduction in statutory income tax rate      395

 Total income tax provision

(charged) credited to income Ps (179,455)  Ps 765

 Effective income tax rate  (30.8%)  1.7%

  At December 31 the principal temporary differences requiring recognition of deferred income tax were as follows:

   2007  2006

 Allowance for doubtful accounts Ps (41,544) Ps (32,418)

 Inventories  33,649  (33,495)

 Property, plant and equipment, net  2,027,483  1,755,400

 Other assets  181,838  95,410

 Liability provisions  (16,283)  (50,714)

 Employees’ profit sharing payable  (23,225)  (8,823)

 Estimated labor benefits  (39,690)  (60,023)

 Tax loss carryforwards   (29,469)   (125,575)

   2,092,759  1,539,762

 Income tax at statutory rate   28%   28%

 Deferred income tax  585,972  431,133

 Asset tax recoverable   (30,709)   (29,204)

 

 Deferred income tax liability Ps 555,263 Ps 401,929
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 Deferred income tax payable recorded at December 31 was (charged) credited to the following accounts:

   2007  2006

 Balance from prior year Ps (401,929) Ps (410,790)

 (Expense) income for the year  (155,601)  892

 Deficit on restatement of capital   2,267   7,969

 Total Ps (555,263) Ps (401,929)

  Asset tax is payable at the rate of 1.8% on the net amount of certain assets and liabilities but only when the amount of asset tax exceeds 

the current income tax due. Asset tax paid may be recovered in the following ten years to the extent income tax exceeds asset tax in 

those years.

13. CONTINgENCIES

 The Company has contingent obligations in connection with the following:

a.   At December 31, 2007, the Company had an account receivable from AHMSA, which amounted to Ps42,244 as of the date the 

latter was declared in suspension of payments (March 31, 2001). At the date of issuance of these financial statements, this situation 

continues unresolved. However, management estimates that this balance is recoverable in the future since ferroalloys are required for 

the manufacturing process of AHMSA. It should be mentioned that currently sales to AHMSA, subsequent to the date it was declared in 

suspension of payments have been recovered within a 30-day average period.

b.   The Company has entered into an agreement with Banco de Comercio Exterior, S. N. C. (Bancomext) covering a revolving line of credit 

of up to an amount of US$15 million, maturing in May 2010. In accordance with which, Autlán cedes the rights of invoices of domestic 

customers. At December 31, 2007, the Company had placed Ps152,252 (US$14 million) with recourse. The amount of the invoices 

ceded to Bancomext is included in the balance sheet net of trade accounts receivable.

c.  The Company has filed a request in connection with disagreement of income tax liquidation amounting to Ps21,917, corresponding to 

fiscal year 2003, resulting from rejection of various deductions. Management believes it will obtain a favorable resolution; therefore, no 

provision for taxes, surcharges and fines that might be payable has been recorded.

14. NEW FINANCIAL REPORTINg STANdARdS

  In 2007 the Mexican Financial Reporting Standards Board issued the following FRS effective January 1, 2008; the Company’s management 

considers that these FRS will have no significant effect on the financial information presented:

  FRS B-2 “Cash flow statement” – It stipulates general standards for the presentation, structure and preparation of the cash flow statement, 

as well as for the disclosures relating to this basic financial statement. 
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  FRS B-10 “Effects of inflation” – It stipulates the rules for the recognition of the effects of inflation based on the country’s inflationary 

environment; likewise, it includes the following changes, among others: (i) the option of applying either factors derived from the NCPI or 

values of Investment Units (UDIs); (ii) the elimination of the special valuation method for assets of foreign origin; and (iii) the reclassification 

to retained earnings of the gain or loss from holding nonmonetary assets and the initial gain or loss on monetary position, maintaining in 

stockholders’ equity only the inflation effect corresponding to the items from which it arose, and that have not been charged or credited 

to income. 

  FRS B-15 “Conversion of foreign currency” – It sets forth the standards for: (i) the recognition of transactions in foreign currency; (ii) 

foreign transactions in the financial statements of the reporting company; and (iii) the conversion of its financial information to a currency 

other than its reporting currency or functional currency. Likewise, it stipulates presentation and disclosure standards.

  FRS D-3 “Employees’ benefits” – The most significant changes are the reduction to a maximum five-year period for amortizing items 

subject to amortization, the incorporation of the effects of salary growth in the calculation of the Defined benefit obligation (formerly 

Projected benefit obligation), and the elimination of the accounting treatment for the additional liability and the corresponding intangible 

asset, and if applicable, of the amount recorded in stockholders’ equity. 

  FRS D-4 “Income tax” – It requires the recognition of the asset tax as a tax credit; and consequently, as a deferred income tax asset. The 

term permanent difference is eliminated, and it requires the reclassification to retained earnings of the initial effect of deferred income 

tax included in stockholders’ equity, unless the temporary differences which gave rise to it have not yet been realized.
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This annual report may contain certain references regarding the future performance of Autlán, this information was prepared on a reasonable basis, reflects  the best currently available 
estimates and judgments, and presents, to the best of management’s knowledge and belief, the expected course of action and the projected future financial performance of the Company. 
However, this information is not fact and should not be relied upon as being necessarily indicative of future results, and readers of this annual report are cautioned not to place undue 
reliance on the projected information. 
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