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Dear Shareholders,

The year 2003 was a hopeful one for the Company.  After the world crisis our industry  has faced over the past two

years, I am pleased to report to Shareholders that the year 2003 saw very positive results due to our clients’ trust

in the Company and the hard work of my fellow employees.

Our primary philosophy is to meet our clients’ needs in concert with sound environmental and social policies in

all areas of operation.

Creating Shareholder wealth is our foremost responsibility.  We seek to show this commitment through tangible

results.

2003 sales revenue strengthened compared to previous years and EBITDA improved significantly.  Net profit made

an outstanding recovery in 2003 due to the reduction of the financial leverage of the Company, which is very

positive for the future of Minera Autlán.

50 years of market presence for any company usually implies great efforts, superior skills and correct strategies.

The 50th anniversary of Minera Autlán in 2003 is no exception to the rule, however, we must admit that the Company

also has demanded great perseverance and confidence.

The manganese business is quite complex and very different compared to other more common commodities.

Minera Autlán has had to endure countless challenges over the past years.

The adverse coincidence of several exogenous factors has exerted substantial pressure on the Company, especially

in 2001 and 2002.  Minera Autlán tackled unfair trade practices,  and other challenges with vision and determination.

[  C h a i r m a n ’ s  S t a t e m e n t  ]
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The format of this year’s annual report consists of three chapters.  The first includes a reflection on the history of

the Company.  By recalling its early stages in 1953, we will better understand its present.  The beginning of the

Company goes well beyond the mere creation of an employment provider.  Rather, it was the establishment of a

new national industry, which has positively impacted Mexico’s economy and society through sustained development

over the last five decades.  The Company has transformed itself over the years into a solid and modern entity

committed to the present,.

The second chapter of the report will review the most important events of 2003, especially the successful conclusion

of the adverse financial situation initiated in 2001.  The recovery of production and sales volumes in 2003 and the

commercial team’s remarkable effort to bring back markets domestically and explore new markets abroad is

noteworthy.  The growth recorded by the domestic steel industry and internal efforts to reduce costs were behind

the positive results.  These events allowed the Company to recover its financial strength gradually, recording a net

profit of 289.3  million pesos, after two consecutive years of losses.

With regard to foreign trade issues, Minera Autlán successfully filed anti-dumping petitions to stop the unfair import

influx of manganese ferroalloys in Mexico, a problem since 2001.  After exhaustive analysis, Mexico’s Ministry of

Economy has imposed final anti-dumping duties in 2003 for the first time in ferroalloys.  This will make the domestic

market more equitable.

The third chapter of this document will discuss the future outlook for the Company and the industry, and our plans

regarding the current turmoil in the commodities markets.  We are satisfied that Minera Autlán is now better

prepared to get the most out of any opportunities the industry might provide, taking into account the steady

growth foreseen for the main markets which we supply.

We thank our customers, shareholders, as well as our employees and their families, for their confidence in the

Company, especially in the last years.  We are certain that future years will be much better as a result of the actions

we have already carried out and the plans we currently are implementing.
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José Antonio Rivero

Chairman of the Board and CEO
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Minera Autlan’s history is the result of strenuous effort from 1953 to 2003.  This effort has caused the Mexican

manganese industry to evolve in accordance with the changing conditions of each decade.

It all began on October 15, 1953 when Compañía Minera Autlán, S.A. de C.V. was born in Autlán, Jalisco under the

direction of Mr. Enrique Madero-Olivares to develop the manganese mine of San Francisco.  The Company used the

most advanced techniques of the time; it was the first Mexican mining company with Mexican technical management.

 Mr. Madero was a creative man who combined the youth of Mr. Enrique Madero-Bracho, the support of Bethlehem

Steel Corp. and the experience of Mr. Leonard Buck to establish the basis of the Mexican manganese industry to

meet the manganese needs of the steelmakers.

The Company worked successfully in Autlán, Jalisco for about seven years.  However, Mr. Madero-Bracho decided

to commence exploration of other manganese deposits, as the San Francisco mine was going to deplete its reserves

in 1967.

Thus, in 1960, three men appeared in a place called Piedras Negras located in the middle of wilderness in Mexico's

Eastern Sierra Madre Mountains.  They were a group of highly qualified geologists from Autlán, Jalisco who were

camping there to analyze a low grade manganese ore deposit in the State of Hidalgo.  This deposit had been

detected by some “gambusinos” from a friendly company called “La Cruz del Sur” located in the State of Puebla.

The countless troubles these geologists faced were significant, but the determination of Messrs. Eugenio Tavera,

Rafael Alexandri-Rangel and Federico Rendón were greater than the severe challenges they experienced in this

wild region.  Along with the support of many coworkers and their families, Minera Autlán moved itself from the

State of Jalisco to the State of Hidalgo and began to develop the primary infrastructure to exploit the manganese

carbonate deposit of Molango, now recognized as the largest in North America and one of the largest in the world.

We must recognize that the existence of Minera Autlán is largely attributed to the great dedication of its employees

and their families.  The Company acknowledges these silent heroes for their valuable commitment.

One of the most important technical challenges in materializing the Molango’s potential was finding a process to

improve the physical and chemical properties of the manganese carbonates.  A feasible solution was established,

and the technical team began its work.

[  5 0  y e a r s  o f  H i s t o r y  ]
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In 1964, two significant events occurred for the Company.  First, Minera

Autlán began to operate the Nonoalco mine, located at the south of

the Manganiferous District of Molango, in order to exploit natural

manganese dioxide.  Simultaneously, the technical team concluded

successful metallurgical studies of the manganese carbonates.  A

calcination and nodulization process was the solution to converting

the carbonates into manganese nodules, substantially improving their

properties.

The start up of the open pit Nonoalco mine allowed Minera Autlán to

diversify from its primary steel market into a new market, since natural

manganese dioxide is used as raw material in the production process

of dry-cell batteries.  Union Carbide had established this industry in

Mexico in Tecámac, State of Mexico and was the first customer for the

Company.

As for the nodulization process of the manganese carbonate, the

Company carried out several very important activities from 1964 to

1968 at Molango, including diamond drilling exploration, the

construction of a dam; the installation of water, drainage and electricity

facilities, the creation of a village with 224 houses, school, hospital and

other services, the erection of an industrial zone, main roads, gas

pipeline, as well as the setting up of a rotary and horizontal nodulization

kiln, which is still today unique in the world.  The Company invested

more than 20 million dollars in this project, resulting in an improved

manganese ore.  Manganese nodules are unique, creating therefore

a specific market niche for this product as a raw material in the

manufacture of manganese ferroalloys.

In 1970 and 1971, the idea of separating the destinies of Minera Autlán

and Bethlehem Steel was developing.  The reason behind this was the

firm intent of the Company to evolve from a pure mining company

into a ferroalloy producer.
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Both companies decided to separate in 1973 in order to focus on their

respective businesses.  Minera Autlán acquired the assets of a ferroalloy

manufacturer called Ferroaleaciones Teziutlán in that same year as the

first step to becoming a truly integrated manganese producer.

Manganese nodules produced at Molango were becoming the main

raw material for the Teziutlán ferroalloy plant located in the State of

Puebla.  Thus, Minera Autlán began to satisfy the needs of the

steelmakers directly through the Teziutlán’s manganese ferroalloys.

Mexico’s steel industry was growing steadily at the beginning of the

seventies and in this context, Minera Autlán began a new challenge:

the construction of the largest and most modern ferroalloy facilities

on the American continent.  The location of this project was planned

in Tamós, in the north of the State of Veracruz.  At the same time, the

Company decided to enlarge its port facilities of La Barra, located in

Cd. Madero, State of Tamaulipas, which were originally constructed in

1969 to export bulk manganese nodules.

With an unusual combination of significant financial investment, state-

of-the-art technology and trust in an idea, the start up of the Tamós

plant took place on November 8, 1976.  In 1982, this plant consolidated

itself with the full operation of all its arc-submerged electric furnaces,

thus becoming the most modern plant in the world at that time.  The

Tamós plant continues to produce manganese ferroalloys, especially

the refined ferromanganese, which is a more sophisticated alloy.  This

product is manufactured through a process that has been improved

by our Mexican technicians.

[  Both companies decided to separate in 1973 in order to

focus on their respective businesses.  Minera Autlán acquired

the assets of a ferroalloy manufacturer called Ferroaleaciones

Teziutlán in that same year as the first step to becoming a

truly integrated manganese producer.   Minera Autlán began

to satisfy the needs of the steelmakers.  ]

7



Minera Autlán was constantly adapting to the changing economic

conditions that Mexico experienced through the eighties.  At the same

time, the Company was strengthening its commercial presence in the

US steel market.  However, the founders of Minera Autlán faced a major

financial crisis in 1989 and the Mexican Government took over the

Company.

The Government managed Minera Autlán for about four years, from

1989 to the middle of 1993.  During this period, the Government

financed the construction of a dust collector for the Molango’s furnace,

which was positive for the area’s environment.

The 1989 financial crisis and the following four years represented a

profound catharsis for the Company, as well as the threshold of a new

period full of challenges and opportunities.

Minera Autlán began a new stage in 1993, making the most of several

opportunities.  Several young and daring entrepreneurs representing

a Mexican group called Grupo Ferrominero won the public bidding

process on May 18, 1993 that the Government had implemented to

sell the Company to the private sector.  Grupo Ferrominero took over

Minera Autlán officially on July 12, 1993.

[  The 1989 financial crisis and the

following four years represented

a profound catharsis for the

Company, as well as the threshold

of a new period full of challenges

and opportunities.  ]
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Mr. José Antonio Rivero-Larrea, Grupo Ferrominero’s leader, took an

active and strategic role througout this process, which represented

countless challenges and opportunities.  Among the original colleagues

of Mr. Rivero in the process of acquiring the Company and converting

it into a more competitive one, we should mention Mr. José Madero-

Marcos and Mr. Agustín Torres-Montoya, who shared in the challenge

of transforming Minera Autlán.  Likewise, the valuable support provided

by Mr. Lizardo Galván-Gómez, who has dedicated himself to the

Company over several decades of uninterrupted service in both the

mining and ferroalloys areas, is noteworthy.  The subsequent

involvement of Mr. Fernando Rivero-Larrea also was vital for the

consolidation of the human resources of Minera Autlán.

Under these dynamics, the new management made important

decisions to strengthen the fundamentals of Minera Autlán.  Over

1993-1994, the Company’s stock was relisted on the Mexican Stock

Exchange and the group acquired the assets of another ferroalloy

plant, thereby converting Minera Autlán in the ferroalloy leader in

Mexico. Minera Autlán  also consolidated a strategic alliance with The

Broken Hill Pty Co. Ltd, appointed a new commercial representative

in the US market and moved its headquarters from Mexico City to

Monterrey.

Once the difficulties of acquiring a new company were sorted out,

Minera Autlán became the best performing stock on the Mexican

Stock Exchange in 1995.  The Gómez Palacio plant was officially re-

inaugurated in 1996, after a two year intense refurbishment program,

and the Company obtained the ISO-9002 certification for all its facilities.

In the second half of the nineties, the Company invested significant

financial resources to revamp the mining equipment, consolidating

a special transport system in the underground mine of Molango,

starting up the exploitation of the new open pit mine of Naopa in

Molango, and the installation of an Aluminothermy plant, adjacent to

Tamós, to produce specialty ferroalloys.

[  The new management made

important decisions to strengthen

the fundamentals of Minera

Autlán.  Over 1993-1994, the

Company’s stock was relisted on

the Mexican Stock Exchange and

the group acquired the assets of

another ferroalloy plant, thereby

converting Minera Autlán in the

ferroalloy leader in Mexico. Minera

Autlán  also consolidated a

strategic alliance with The Broken

Hill Pty Co. Ltd, appointed a new

commercial representative in the

US market and moved its

headquarters from Mexico City to

Monterrey.  ]
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The Company obtained the ISO 14000 certification in 1998.  At the

end of that same year, a very important event took place.  Thanks to

the high qualifications of our technicians, the furnace 11 was integrated

to the Tamós plant.  This meant more ferroalloy production capacity

for the Company to satisfy the growth being experienced by the steel

mills in Mexico and the USA.

Alloy production and sales volumes reached record levels in the year

2000.

The Company did its best to expand their operations beyond Mexico,

anticipating the imminent globalization of the manganese industry

and the need to diversify its comparative advantages.  At the end of

the last decade, the Company had intended to acquire the manganese

assets of important players, such as BHP Manganese and CVRD.

However, capital costs, several adverse events and the presence of

huge contenders with the same ideas prevented us from materializing

our plans.  Minera Autlán also explored other business opportunities

in Venezuela, Ghana, USA, Canada and Argentina, but they were not

suitable for the Company.
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From 1999 to 2001, Minera Autlán was honored to simultaneously chair the Board of Directors of both the

International Manganese Institute, based in Paris, France, and Mexico’s Mining Chamber as a result of the unanimous

decision of the Directors of both entities.  Minera Autlán chaired these boards for two consecutive years, making

important decisions and structural changes that strengthened the fundamentals of both organizations.

Regardless of these efforts and achievements, the immediate future of Minera Autlán was becoming increasingly

difficult.  In 2001, the adverse coincidence of several exogenous variables suddenly appeared in a very hostile way.

 The strength of our currency, the abrupt crisis of the steel industry, unfair foreign competition in the Mexican

ferroalloy market, the increase of energy prices and depressed ferroalloy quotations put the Company under severe

pressure.
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The Company faced a major financial contingency in 2001, being

unable to amortize eurocommercial paper arranged in previous years.

 Nevertheless, the Company overcame this situation thanks to the

great unity of its employees, and the implementation of several

measures, including the reduction of costs, the sale of non-strategic

assets, and the temporary shutdown of some of its ferroalloy plants.

At the same time, Minera Autlán focused its attention on the design

of a cautious debt restructuring.

The fruits of the hard work carried out in 2001 began to materialize

gradually in 2002, starting the path to recovery.  Amidst a still hostile

environment, the Company continued to function, again restarting

some furnaces closed in 2001 and creating a new strategy for the

future.

The revamping of furnace 9 at Tamós in 2002 is one of the most

important achievements of our technicians.  The crucible of the furnace

was significantly improved by our employees, exceeding our

expectations.  The performance of that furnace has been excellent,

surpassing the foreign technology used in the past.  This achievement

and the installation of furnace 11 in 1998 demonstrated the high skills

and capabilities of our technicians, who are well prepared to market

technical assistance in the future to other ferroalloy plants around the

world.

Amongst the most relevant changes in the Company’s operation over

the last years is the strategy implemented at the manganese mines

and ferroalloy plants to work on an “off-on” system.  By using this

system, Minera Autlán can adjust its production operations, shutting

down and restarting them with great flexibility according to market

requirements.  The Company counted on the valuable support of its

Labor Union by issuing collective agreements adapted to our situation.

[  The revamping of furnace 9 at

Tamós in 2002 is one of the most

important achievements of our

technicians.  The crucible of the

furnace was significantly improved

by our employees, exceeding our

expectations.   ]
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Currently, Minera Autlán is running well and is satisfied that the hard work was worthwhile.  The Company is now

financially healthy, recording net profit and meeting the needs of growing markets.

Minera Autlán’s economic and social commitment to Mexico is now again reconfirmed, preserving an industry

unique in the country and developing several rural villages that depend upon the Company.  There are at least ten

villages directly related to Minera Autlán and about twenty villages that maintain some relations with the Company.

 In the specific case of the area of the Manganiferous District of Molango, Minera Autlán’s influence is vast and has

implemented diverse works of electricity, main roads, education and medical service, among others.

Minera Autlán will continue on the right track for the balance of this first decade of the new millennium, and will

do its best to continue to honor its existence, which has left such an unforgettable mark on Mexico’s mining history.
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We celebrated the 50th anniversary of the Company, having overcome

one of the most threatening crises ever experienced by Minera Autlán.

 In 2003, we began to reap the fruit of the great efforts of all our

personnel during the last two years, and we are pleased to inform you

that the Company is recovering from these difficult times.

The Company was finally able to complete its financial restructuring

in 2003 significantly improving its financial structure.  Minera Autlán

will face 2004 more solidly positioned in a growing and global market.

The economic outlook Minera Autlán faced in 2003 was more benign

than in the two previous years, as most of the economic variables

gradually began to improve.  Domestic crude steel production volume

surpassed by 8% the previous year’s tonnage, reaching a new level of

15.2 million metric tons, which is the highest output in the last three

years.  This result had a direct positive impact on ferroalloy consumption.

[  2 0 0 3  ]
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US spot ferroalloy prices also improved compared to 2002.  However, it should be noted that, starting from December

2003, all quotations began to rise to extraordinary levels.  This upward trend has not yet finished and can be largely

attributed to the supply-demand disruptions in China.  The benchmark price for manganese ore increased by 7%

in fiscal year 2003, after lengthy negotiations between Australia and the Japanese market.

The Mexican currency vs US dollar gradually adjusted to a more reasonable level over the course of the year, with

an implied 11% devaluation on 2002’s levels.  This had a positive effect on our operations.

All the efforts and resources invested in the past allowed the Company to substantially improve its results, which

showed up in the significant increase recorded by our manganese ore and ferroalloy production in 2003.
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Manganese carbonate and nodule production volumes grew by 18%

and 26%, respectively, year-on-year, due to greater consumption by

the domestic steel mills and our ferroalloy plants.

Manganese alloy production increased by 23% year-on-year, with

growth in all products.  Refined ferromanganese recorded a rise of

50% compared to 2002.  High carbon ferromanganese and

silicomanganese output grew by 41% and 11% respectively.  These

results were in tune with the market, which grew because of the steel

production expansion.   Minera Autlán met most of the manganese

alloy needs of Mexico.

Demand from the dry-cell battery industry for Nonoalco’s products

was volatile.  Notwithstanding, the sales team sought out new markets

in 2004 and consolidated existing markets.

[  A market survey was conducted

on the domestic ferroalloy market

over the second half of the year in

order to poll our client’s perception

on Minera Autlan’s performance.

 The results were especially

encouraging.  Our commercial

service registered as one of our

most important strengths.  ]
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Minera Autlán devoted substantial commercial effort to satisfy its

client’s requirements through high quality products and unrivaled

commercial service.  We continue to improve our commercial

advantages and to maintain the reliable supplier status we have

achieved over fifty years.

Sales volume of our products for the steel industry trended up over

the year.  Manganese carbonate sales tonnage volume doubled

compared to 2002.  Manganese alloy sales increased by 21% year-on-

year, with increases for all products.  A market survey was conducted

on the domestic ferroalloy market over the second half of the year in

order to poll our client’s perception on Minera Autlan’s performance.

 The results were especially encouraging.  Our commercial service

registered as one of our most important strengths.  Moreover, we

found new opportunities for 2004 to further consolidate our

commercial relationships.  Minera Autlán was awarded “The Best

Supplier in 2002” by our client CIFUNSA in October 2003.

Regarding the commercialization of natural manganese dioxide and

manganese derivatives, our sales team worked intensively on both

the domestic and export markets.  The production departments were

involved in this effort, directly contacting customers to establish their

needs.  We believe the Company will see the fruits of these actions in

2004.

Minera Autlán worked hard to return the Company to profitable sales

levels and we are pleased with the important progress we have

gradually achieved in this regard.  Net sales grew 22% in 2003 because

of better external economic conditions and a commercial approach

absolutely focused on our clients.
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The crisis Minera Autlán experienced impelled us to maximize the efficient use of our resources.  For two years we

have especially focused on reducing costs and expenses, and have been able to lower our energy consumption

per ton of finished product.  Notwithstanding this achievement, the Company continues to seek out more attractive

energy auto-generation and purchase options .

Sales and administrative expenses decreased significantly and allowed the Company to lessen its operating loss.

EBITDA was 88% greater than 2002.
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Certain events which occurred in 2003 are worth mentioning due to

their considerable influence on Minera Autlán.

First, the Company was able to restructure its financial structure,

through several transactions.  The successful conclusion of this issue

assures the solidity of Minera Autlán in the industry.

After two consecutive years of losses, the Company recorded a net

profit of $ 289.3 million pesos representing a profit per share of $1.04

pesos in 2003.

Second, we should remember that the domestic ferroalloy market has

been injured by the unfair foreign influx of manganese ferroalloys

from China and Ukraine since 2001.  Minera Autlán endorses free trade

and respects the different options the domestic steel mills might have

to obtain manganese ferroalloys.  However, the Company refused to

accept unfair trade practices and decided to defend its position before

the Ministry of Economy through a lengthy and complex analysis on

dumping prices.  Minera Autlán filed two anti-dumping petitions

against the high carbon ferromanganese imports from China and the

silicomanganese imports from the Ukraine.  After a long process, the

Ministry of Economy determined to impose final anti-dumping duties

of 54.34% and 51.28% on the material from China and the Ukraine,

respectively.  These duties will be in force for at least the next five years.

 The Company had to set up a multi-disciplinary team for this purpose,

and thanks that team for its valuable contribution to this success.
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[  the knowledge acquired over its five decades of existence

lead us to believe that the Company is now sufficiently

mature to face the future, whether severe or prosperous,

with wisdom.  ]
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In order to promote personnel development, the Company appointed Mr. José Madero-Marcos as new CEO of

Minera Autlán, effective October 29, 2003.  In this context, Mr. Madero-Marcos will be focused on the overall

operations of the whole Company.

At the same time, Mr. José Antonio Rivero-Larrea will have a more active role as Chairman of the Board of Directors

and Chairman of the Executive Committee of the Company, looking for various options to diversify and to minimize

the vulnerabilities of Minera Autlán and the group.  He will focus on designing long term strategies based on past

experience.

Thus Minera Autlán will utilize its unique perspective to benefit from its difficult experiences over the last  few

years, especially taking into account the recent cycles of the manganese business.  Further, the knowledge acquired

over its five decades of existence lead us to believe that the Company is now sufficiently mature to face the future,

whether severe or prosperous, with wisdom.

We consider the first steps to reinforce the Company’s fundamentals to be complete.  Today Minera Autlán is better

prepared to overcome the new challenges of the globalized world it faces and to continue to be a strategic player

in the manganese industry.

[  Minera Autlán is better prepared to overcome the new

challenges of the globalized world it faces and to continue

to be a strategic player in the manganese industry.  ]





The future growth of Minera Autlán is underpinned by both the positive

forecasts released for the markets in which the Company is

participating, and the strategic planning we have designed to maximize

the opportunities we foresee for the next years.

During the first months of 2004, world manganese supply and demand

are experiencing the most severe turbulence ever, and therefore

international quotations have climbed to the highest levels in history.

The sudden scarcity of manganese products is primarily attributable

to various structural supply problems in China, along with a huge

demand derived from the growing steel production of China.

Thus, China has been able by itself to unbalance the world manganese

industry, as this country is the largest manganese alloy producer and

consumer at the same time

[  P e r s p e c t i v e s  ]
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Long term world steel industry forecasts by international analysts are very positive for ferroalloy makers, foreseeing

steady growth for world crude steel production over the next five years.  China is the leading country in steel

production and its future growth is simply impressive.

However, we cannot understate another relevant consumer and producer of manganese alloys:  India.  The steel

industry of this country is also experiencing strong growth, and although it is not comparable to that of China’s

steel industry, it may impact the world supply and demand of manganese ferroalloys.

For these reasons, the exploration of new markets for Minera Autlán is now a priority and the Company is determined

to maximize its marketing efforts.

The Company is currently studying several options in this context.  On the production side, Minera Autlán is

preparing itself by reactivating furnaces that were temporarily shutdown in the past, getting new forms to maximize

the efficiency of our production processes, minimizing our input consumption and costs and offering the highest

quality products to the market.  At the same time, the Company will continue to seek to diversify its energy supply.
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[  Long term world steel industry forecasts by international analysts are

very positive for ferroalloy makers, foreseeing steady growth for world

crude steel production over the next five years.  ]

400
350
300
250
200
150
100
50
0

20
01

20
03

20
02

20
04

20
05

20
10

China Steel Production
Million metric tons

World Steel Production
Million metric tons

1200

1000

800

600

400

200

0

20
01

20
03

20
02

20
04

20
05

20
10



Regarding the commercial strategy of the Company, it will continue

to be the starting point for our production plans, and will be focused

on making stronger relationships with our current and potential clients

through market surveys, technical-commercial meetings, and

econometric analysis to forecast the future needs of our markets.

As for the financial resources the Company will require, Minera Autlán

has developed a careful financial program, taking into account our

2003 results and the future results we expect to achieve in the next

years, and assuring the future of the company with a prudent financial

strategy.  The current maturity and experience of the Company assure

that our strategies are based on cautious actions that will allow Minera

Autlán to respond swiftly to any sudden change in the current market

expectations.

Furthermore, the Company has planned to be open to any opportunities

the growing markets may generate.  Minera Autlán is prepared to

change with the times and explore new markets or products that are

advantageous for the organization.

Under this dynamic framework, Minera Autlán faces the future fully

committed to its present and its manganese and ferroalloy markets,

offering a strong, profitable and reliable manganese source.

[   The current maturity and

experience of the Company assure

that our strategies are based on

cautious actions that will allow

Minera Autlán to respond swiftly

to any sudden change in the

current market expectations.   ]
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To the Stockholders of

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

Monterrey, N. L., March 31, 2004

1. We have audited the consolidated balances sheets of Compañía Minera Autlán, S. A. de   C. V. and subsidiaries (the

Company) as of December 31, 2003 and 2002, 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.

2. We conducted our audits in accordance with auditing standards generally accepted in Mexico.  Those standards

require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements

are free of material misstatement and that they were prepared in accordance with generally accepted accounting

principles.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the

financial statements.  An audit also includes assessing the accounting principles 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.

3. As described in Notes 1 and 7 to the financial statements, the Company restructured its debt at December 31,

2003, eliminating the obligation to pay penalty interest and reducing significantly its liquidity risk. On March 7,

2003, we issued our report on the financial statements of Compañía Minera Autlán, S. A. de C. V. and subsidiaries

for the year ended December 31, 2002, in which we stated that: (a) at December 31, 2002, the Company was not

in compliance with payment of interest and principal as stipulated in the related bank loan agreements; consequently,

these liabilities were classified as current liabilities since the creditors involved could demand immediate payment,

(b) the financial statements of such year did not recognize penalty interest amounting to Ps193,843,497 in accordance

with the terms of the loan agreements, and (c) in the event  the debt-restructuring process the Company is carrying

out could not be concluded satisfactorily, its ability to continue as a going concern would be in doubt.

4. As mentioned in Note 1, at a meeting held on December 10, 2003, the stockholders resolved to merge the

Company with Autlán Manganese, S. A. de C. V., a related party; remaining the former as the surviving company,

effective January 1, 2004.

[  R e p o r t  o f  I n d e p e n d e n t  A u d i t o r s  ]
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5. In our opinion the accompanying consolidated financial statements present fairly in all material respects, the

financial position of Compañía Minera Autlán, S. A. de C. V. and subsidiaries at December 31, 2003 and 2002, 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 accounting principles generally accepted in Mexico.
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[  C o m p a ñ í a  M i n e r a  A u t l á n ,  S . A .  d e  C . V.  a n d  S i b s i d i a r i e s  ]
(Subsidiaries of Grupo Ferrominero, S. A. de C. V.)

[  N o t e s  t o  T h e  C o n s o l i d a t e d  F i n a n c i a l  S t a t e m e n t  ]
at december 31, 2003 comparative with 2002

Thousands of Mexican pesos of December 31, 2003 purchasing power
(except where otherwise indicated)

Note 1- Entity and Operations

Compañía Minera Autlán, S. A. 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 Tamos 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 several service subsidiaries mentioned in Note 2.

During the year ended December 31, 2003, management continued with the operating and financial measures

focused on facing the significant increase in price of its principal sources (electric power and natural gas) and on

concluding the bank debt-restructuring process, respectively. The most significant measures taken are described

below:

i. The plan to reduce costs and expenses was successfully carried out.  Preventive maintenance to machinery besides

improvement to the furnaces were made for purposes of taking better advantage of the sources used in the

production process of ferroalloys and improving efficiency.

ii. At meetings held on December 10, 2003, the Board of Directors and the Stockholders approved the following,

respectively: (a) to accept the proposal made by the investment fund Fintech Advisory, Inc. (FINTECH) relating to

the Company’s bank debt restructuring (see Note 7), and (b) to merge the Company with Autlán Manganese, S. A.

de C. V., a related party; remaining Compañía Minera Autlán, S. A. de C. V., as the surviving company, effective January

1, 2004.

Note 2 - Bases for Preparation of The Consolidated Financial Statements and Summary of Significant

Accounting Polices.

The accompanying consolidated financial statements have been prepared in accordance with accounting principles

generally accepted in Mexico, 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, 2003 purchasing power.
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The most important indexes (National Consumer Price Index-NCPI) used to reflect the effects of inflation on the

financial statements were: 106.996, 102.904 and 97.354 at December 31, 2003, 2002 and 2001, respectively (June

2002=100).

The financial statements of GFM Trading, Inc., a foreign subsidiary, were conformed to accounting principles generally

accepted in Mexico.  The related cumulative translation adjustment is recorded directly in stockholders’ equity.

Following is a summary of the most significant accounting policies:

a. Bases for consolidation

The consolidated financial statements comprise those of Autlán and all its subsidiaries. All significant balances and

intercompany transactions have been eliminated in consolidation.

Following are the principal subsidiaries included in the consolidation:

Service companies and other:

Inmobiliaria Molango, S. A. de C. V.

Arrendadora Autlán, S. A. de C. V.

Metcore de México, S. A. de C. V.

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

Servicios de Administración de Proyectos, S. A. de C. V.

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

Compañía de Energía Mexicana, S. A. de C. V. (a)

Comercial Autlán, S. A. de C. V.

Minas de Santa Marta, S. A. de C. V.

Industrial Minera Teziutlán Acatlán, S. A. de C. V.

Servicios Autlán, S. A. de C. V.

Inmobiliaria Aire Libre I, S. A. de C. V.

Inmobiliaria Aire Libre II, S. A. de C. V. (b)

Urbanizadora Parras, S. A. de C. V. (b)

2003

100

100

100

100

99

100

-

100

98

96

100

98

-

-

2002

100

100

100

100

99

100

99

100

98

96

100

98

98

99

% ownership at
December 31,
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(a) In December 2003, Autlán sold its entire interest in this company to Grupo Ferrominero,

S. A. de C. V., a related party.

(b) In December 2003, Autlán sold its entire interest in these companies to Asesoría Asistencia y Consultoría de

México, S. A. de C. V., a related party.

b. Estimates and assumptions

The preparation of financial statements in conformity with generally accepted accounting principles requires

management to make estimates and assumptions that may affect the reported amounts of assets and liabilities

at the date of the financial statements and the amounts of revenues, costs and expenses included in the statement

of income.  Actual results may differ from those estimates.

c. Cash and temporary investments

Cash and temporary investments due in less than 90 days are represented mainly by short-term fixed rate investments

in banks and brokerage institutions; these investments are stated at acquisition cost plus interest.

d. Inventories and cost of sales (Note 4)

Inventories are stated at estimated replacement cost, mainly at the latest purchase prices and production costs for

the year.  The amounts shown for inventories do not exceed market value.

Trading companies:

GFM Trading de México, S. A. de C. V.

GFM Trading, Inc.

Companies in suspension of activities:

Mexicana de Electroquímicos, S. A. de C. V.

Promeval, S. A. de C. V.

Empreval, S. A. de C. V.

% ownership at
December 31,

2003

99

99

100

100

100

2002

99

99

100

100

100
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The cost of sales is determined based on the estimated replacement costs prevailing on the dates when the sales

were effected.

e. Goodwill

Differences between the cost of shares of subsidiaries and their book value are restated by applying factors derived

from the NCPI and are shown in the balance sheet under the caption “Goodwill”. They are amortized based on the

straight-line method over a period not exceeding twenty years. During the year ended December 31, 2003, as a

result of the sale of shares described in paragraph a. above, the Company decided to amortize the related total

balance at December 31, 2002 (see Note 10).

f. Property, machinery, equipment and depreciation (Note 5)

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 balance sheet.

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

g. Deferred charges

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

principally costs relative to exploration and investigation of mining concessions, all of which are subject to

amortization once the mines start operating.

h. Transactions in foreign currency and exchange differences (Note 6)

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 charged or credited to comprehensive

financing income (expense).

i. Estimated liabilities for seniority premiums and pension plans (Note 8)
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The cost of the employee retirement plans (pensions and seniority premiums), both formal and informal, is recognized

as an expense of the years in which the services are rendered, in accordance with actuarial studies made by

independent experts.

Other compensation based on length of service to which employees may be entitled in the event of dismissal or

death, in accordance with the Federal Labor Law, is charged to income in the year in which it becomes payable.

j. Repurchase of own shares

The repurchase of the Company’s own shares is recorded by debiting the capital stock account with an amount

equal to the theoretical value of the shares.  Any difference is debited or credited to acquisition reserve.  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

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

receivable are presented net of the allowance for doubtful accounts.

l. Comprehensive financing income (expense)

This item is determined by grouping in the statement of income all 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 employees’ profit sharing (Note 11)

Autlán and its subsidiaries consolidate their results for income and asset tax purposes.

Income tax and employees’ profit sharing are recorded by the comprehensive asset-and-liability method, which

requires recognition of deferred tax assets and liabilities for the future tax consequences attributable to differences

between the financial statement carrying amounts of all assets and liabilities and their respective tax bases.
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n. Earnings (loss) per share

Earnings (loss) per share are calculated by dividing the net income (loss) by the weighted average of common

shares outstanding during the year.  There are no potentially dilutive shares.

o. Comprehensive income (loss)

The various captions relating to earned surplus for the year are included in the statement of changes in stockholders’

equity under the caption comprehensive income (loss).

p. Derivative financial instruments

Assets and liabilities resulting from financial operations are stated at market value and/or fair value and are classified

as other assets or liabilities in the balance sheet.  Differences between the market and/or fair value and the

acquisition cost (including purchase expenses and premiums or discounts), as well as gains and losses incurred,

are recorded in income, except for those derived from operations with the Company’s own shares, which are

recorded directly in stockholders’ equity, net of any deferred income tax.  At December 31, 2003 and 2002, the

Company had no derivative financial instruments.

q. Concentration of business 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, 2003, 62%

of the total accounts receivable portfolio was concentrated in three customers (61% in 2002).  Altos Hornos de

México, S. A. de C. V. (AHMSA) is the most important customer since sales to it represented 15% and 18% in 2003

and 2002, respectively, the accounts receivable from this customer represented 32% of the portfolio at December

31, 2003, (33% in 2002).  The Company maintains allowances for doubtful accounts based on the estimated

recoverability of the accounts receivable.

44



Note 3 - Balances and Transactions with Related Parties

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

The balances with related parties shown in the balance sheet arise from the transactions referred to above.  They

bear interest at variable rates similar to those prevailing in the market.

At December 31 accounts receivable from related parties were as follows:

Note 4 - Inventories

This caption comprised the following:

Grupo Ferrominero, S. A. de C. V.

Metal Trading, S. A. de C. V.

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

Líneas Aéreas Allegro, S. A. de C. V.

Lynx Servicios Aéreos, S. A. de C. V.

Auto Express Santa Marta, S. A. de C. V.

Other

2003

Ps 14,084

8,822

5,073

1,619

2,594

24,826

Ps 57,018

2002

Ps 225,910

12,792

8,032

5,277

3,872

2,392

15,288

Ps 273,563

Finished products

Minerals and raw materials

Spare parts inventory

Goods in transit

Advances to suppliers

Allowance for slow-moving and obsolete inventories

Estimated replacement cost

2003

Ps 41,892

11,783

31,054

727

9,643

95,099

(926)

Ps 94,173

2002

Ps 65,305

14,228

31233

402

6,052

117,220

(958)

Ps 116,262
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Technical services

Air transportation services

Interest

Other income

2003

(Ps 17,610)

(4,452)

15,354

44,754

2002

(Ps 19,114)

(1,367)

20,077



Note 5 - Property, Machinery and Equipment

This caption comprised the following:

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.

At December 31, 2003, assets located at the Gómez Palacio, Durango plant with a restated net value of Ps119,765

are temporarily shut down (see Note 13).

Nota 6 - Foreign Currency Position

At December 31, 2003 and 2002, the exchange rates were Ps11.23 and Ps10.31 nominal pesos to the U.S. dollar,

respectively.  At March 31, 2004, date of issuance of the audited financial statements, the exchange rate was Ps11.15

nominal pesos to the dollar.

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

which most of the Company’s foreign currency transactions are carried out.

Land

Buildings and constructions

Machinery and equipment

Furniture and equipment

Transportation equipment

Data-processing equipment

Investments in progress

Other assets

Less - Accumulated depreciation

Net restated value

2003

Ps 53,440

922,400

3,662,568

31,616

20,542

36,197

11,872

9,883

4,695,078

(2,980,655)

1,714,423

Ps 1,767,863

2002

Ps 39,498

943,734

3,876,952

32,397

10,357

37,103

13,221

10,484

4,924,248

(3,009,706)

1,914,542

Ps 1,954,040
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At December 31, 2003 and 2002, the Company had the following foreign currency assets and liabilities:

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

Mexico or whose replacement costs are denominated in foreign currency, and they are stated at their net restated

cost.

Following is a summary of the foreign currency transactions:

Note 7 - Short - Term Debt and Bank Loans

During  2003, Grupo Ferrominero, S. A. de C. V. (parent company) and an investment fund  (Fintech Advisory, Inc.)

purchased Company’s debt in the secondary market in the amounts of  US$7.9 and US$63.9 million, respectively,

representing 99.5% of the bank loans that Autlán was restructuring.

On December 31, 2003, Grupo Ferrominero, S. A. de C. V. (FERROMINERO) transferred the rights of the debt acquired

totaling US$7.9 million to Autlán Manganese, S. A. de C. V., a related party.

Monetary assets

Current liabilities

Foreign currency monetary position

Nonmonetary assets

2003

US$ 19,045

(18,689)

US$ 347

US$ 120,283

2002

US$ 24,604

(93,638)

(US$ 69,034)

US$ 138,373
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Goods and services:

Exports

Imports

2003

US$ 25,779

(14,835)

2002

US$ 8,799

(9,255)



On December 31, 2003, Fintech Advisory, Inc. (FINTECH) assigned the collection rights of the debt acquired to

Asesoría Asistencia y Consultoría de México, S. A. de C. V. (ASESORIA) and to Autlán Manganese, S. A. de C. V.

(MANGANESE), both related parties, in the amounts of US$23.8 and US$40.1 million, respectively.

On December 31, 2003, MANGANESE and FINTECH entered into a loan agreement for an amount of US$6.2 million

(Ps70,224 thousand), in connection with the collection rights of the debt acquired by FINTECH and assigned to

MANGANESE . This loan agreement matures in 2008 and bears interest from 10% to 20% rate; it is guaranteed by

shares that represent 51% of the capital stock of  Autlán, owned by FERROMINERO.

At end of 2003, the Company had successfully concluded its debt-restructuring process in respect of a 99.5% with

both, FERROMINERO and FINTECH, obtaining better favorable restructuring conditions.

The benefit from the cancellation of the debt derived from the restructuring process and various expenses incurred

for a net amount of Ps492,947, were credited to income for the year (see Note 10).

After the above-mentioned agreements, the debt comprised the following at December 31, 2003:

At December 31, 2003, long-term maturities of the debt were as follows:

Fintech Advisory, Inc. (Fintech)

Standard Chartered Bank (1)

Banco de Comercio Exterior, S.N.C. (Bancomext) (2)

Other

Current maturities

Long-term debt

$ 70,224

8,643

76,528

3,933

159,328

96,906

$ 62,422
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2005

2006

2007

2008

$ 15,606

15,606

15,605

15,605

$ 62,422



(1) The amount and maturity of this loan were restructured. Corresponds to US$2.1 million and matures in May

2004.

(2) Corresponds to a revolving line of credit of up to US$8 million, guaranteed by invoices of customers.

Nota 8 - Estimación de Remuneraciones al Retiro

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.

Following is a summary of the main financial data relative to these liabilities:

The cost of prior services (transition liability), amendments to plans 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:

Accumulated benefit obligation

Accumulated net liability

Projected benefit obligation

Plan assets at market value

Unamortized prior services (transition liability)

Actuarial gains and losses

Pasivo neto proyectado

Pasivo adicional

Net projected benefit obligation

Net cost for the year

2003

Ps 46,485

Ps 41,656

Ps 56,531

(4,143)

4,322

(15,054)

41,656

Ps 41,656

Ps 4,317

2002

Ps 43,254

Ps 38,689

Ps 47,719

(4,321)

4,395

(10,670)

37,123

1,566

Ps38,689

Ps 4,565
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Note 9 - Stockholders’ Equity

At December 31, 2003 the restated amounts of this caption were as follows:

At December 31, 2003, the fixed minimum capital stock without right of withdrawal, fully subscribed and paid-in

amounted to Ps33,409, and was represented by 285,523,000 000 Series “B”, common nominative shares, without

par value.

At December 31, 2003, deficit includes Ps105,585 appropriated to the legal reserve.

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.
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Amortization  period:

Transition liability

Unamortized actuarial gains and losses

Weighted real discount rate

Real estimated return at long-term

on plan assets

2003

15 Years

13 Years

4%

-

2002

9 Years

9 Years

4%

6%

Contributed capital:

Capital stock

Premium on issuance of capital stock

Total contributed capital

Deficit:

Accumulated losses

Deficit on restatement of capital

Total deficit

Consolidated stockholders’ equity

Restatement

increment

Ps 2,921,539

1,538,753

4,460,292

1,257,762

(3,565,871)

(2,308,109)

Ps 2,152,183

Restated

Amount

Ps 3,218,521

1,930,667

5,149,188

(376,320)

(3,565,871)

(3,942,191)

Ps 1,206,997

Nominal

amount

Ps 296,982

391,914

688,896

(1,634,082)

(1,634,082)

(Ps 945,186)



Note 10 - Special Items

During the years ended December 31, 2003 and 2002, the Company was involved in various situations and

transactions that resulted in the recording of extraordinary expenses and losses, some of which could be characterized

as nonrecurring or infrequent.  They are analyzed as follows:

Management estimates that the aforementioned situations are infrequent or unusual in terms of the Company’s

normal operations, and does not expect them to rears in the foreseeable future.

Note 11 - Income Tax, Asset Tax and Employees’ Profit Sharing.

The reconciliation between the statutory and effective income tax rates was as follows:

Severance compensation

Expenses for suspension of plant activities

Allowance for doubtful accounts receivable from affiliated companies

Loss for impairment in value of assets and deferred charges

Amortization of goodwill

Net effect of the debt-restructuring process

Other

2002

(Ps 30,196)

(4,256)

110,357

(1,965)

Ps 73,940

2003

(Ps 19,822)

(2,837)

(69,078)

(46,631)

492,947

(2,697)

Ps 351,882
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Income (loss) before income tax

Income tax at statutory rate (34% in 2003 and 35% in 2002)

Add (deduct) effect of income tax on:

Tax effects of inflation

Accounting effects of inflation

Amortization of goodwill

Non-deductible expenses

Net effect of the debt-restructuring process

Valuation of recoverable asset tax

Other permanent differences, net

Effect of reduction in statutory income tax rate (1)

Total income tax provision credited  (charged) to income

Effective income tax rate

2002

(Ps 66,536)

$ 23,287

(11,643)

(22,062)

(1,235)

(20,945)

(32,598)

14,143

(Ps 18,455)

28%

2003

Ps 234,612

($ 79,768)

(9,263)

(14,722)

(15,855)

(1,184)

171,849

(13,203)

(11,804)

26,050

28,657

Ps 54,707

23%



1) In accordance with the amendments to the Mexican Income Tax Law effective as from January 1, 2002, the

corporate income tax rate was 35% for 2002.  However, this rate will be reduced by 1% annually until reaching a

32% rate in the year 2005.  Management resolved to apply a 32% rate to determine deferred income tax.  This

change gave rise to a decrease of approximately Ps28,657 in the amount of the deferred income tax payable

recorded at December 31, 2002, which was credited to 2003 income.

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

(*) It was recognized since the realization of tax loss carryforwards against future taxable income and the recovery

of asset tax are uncertain.

The deferred income tax payable recorded at December 31 was (charged) credited to the following accounts:

Allowance for doubtful accounts

Inventories

Property, machinery and equipment, net

Other assets

Other asset accounts

Advances from customers

Estimated liabilities

Estimated liability for seniority premiums and pension plans

Tax loss carryforwards

Valuation allowance for tax loss carryforwards (*)

Income tax at statutory rate

Deferred income tax liability

Asset tax recoverable

Valuation allowance for asset tax (*)

Net deferred income tax liability

2002

(Ps 8,072)

(104,075)

1,594,815

6,960

(23,531)

18,412

(51,650)

(220,148)

1,212,711

220,148

1,432,859

34%

487,172

(13,203)

Ps 473,969

2003

(Ps 13,467)

(127,001)

1,492,575

3,255

(76,293)

(40,959)

(375,209)

862,901

352,322

1,215,223

32%

388,871

(13,203)

13,203

Ps 388,871
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The tax loss carryforwards may be restated for inflation through the date they are applied against future taxable

profits, and expire in the following years:

These losses are shown restated for tax purposes through December 31, 2003.

Asset tax is calculated at the rate of 1.8% on the net value of certain assets and liabilities and is payable only when

it exceeds the income tax payable.  Asset tax paid may be recovered in the following ten years, to the extent income

tax exceeds asset tax in those years.

Employees’ profit sharing was determined at the rate of 10% on the taxable income adjusted as prescribed by the

Income Tax Law.  Tax loss carryforwards are not available for purposes of reducing employees’ profit sharing.

Note 12 - Contingencies

a) At December 31, 2003, the Company had a balance receivable from AHMSA which amounted to Ps38,573 at the

date on which AHMSA was declared in suspension of payments.  At the date of issuance of these financial statements,

this situation continues unresolved; however, management estimates that this balance is recoverable in the future,

due to the fact that ferroalloys are a strategic necessity in the production process of AHMSA; consequently, at

December 31, 2003, this balance had not been reserved.  It should be mentioned that currently sales to AHMSA,

subsequent to the date it was declared in suspension of payments, have been collected in an average period of

30 days.

Balance from prior year

Income (loss) for the year

Deficit on restatement of capital

Total

2002

(Ps 487,037)

(18,455)

31,523

(Ps 473,969)

2003

(Ps 473,969)

54,707

30,391

(Ps 388,871)

2010

2011

2012

2013

$ 71,365

91,099

113,565

99,180

$ 375,209
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