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With a track record of more than 130 years in the construction
industry and a broad presence across the Americas, Grupo Lamosa
is a Mexican company that principally produces and markets ceramic

wall and floor tiles and adhesives.

The growth and expansion strategy Grupo Lamosa has implemented
in recent years has positioned it as one of the main benchmarks in
the global ceramics industry and given it an extensive geographical

footprint across nine countries.

Leader in the markets where it participates, Grupo Lamosa operates
with state-of-the-art technology, enabling it to offer a wide range
of avant-garde and innovative high-value products, with all the
advantages of ceramic in aspects such as maintenance, resistance,

finish and durability.



In a year as atypical as 2021, Grupo Lamosa was able to post the

best results in its history by leveraging opportunities and two
fundamental aspects of the market and the company’s strategy:
firstly, the great demand in the home remodeling segment, with
Grupo Lamosa finding itself in a favorable position to capitalize
on the opportunities this represented across its operations; and,
secondly, the company'’s search in recent years to open up new
avenues of growth, which materialized significantly with the

acquisitions that took place at the end of 2020 and throughout 2021.

As a result, Grupo Lamosa is now one of the world’s most
important ceramic tile manufacturers, occupying an unbeatable
position to continue consolidating the strengths and capabilities
it has gained in recent years. Today, the company operates with a
robust growth platform, which will allow it to further expand its
footprint, integrating cultures and achieving synergies as it has

always done and continuing its long and successful path of growth.



JULY

“Overall Best in the Show” Award
at Coverings 2021

Grupo Lamosa’s Wall and Floor Tiles Business was rec-
ognized as “Overall Best in the Show” at the Coverings
2021 Expo in the United States, one of the world's
most important ceramic tile fairs. The Organizing
Committee gives this award to the best exhibitor at an
event that boasts the participation of more than 300
exhibitors from a range of different countries. Among
the factors that contributed to the company obtaining
this accolade was its launch of porcelain products in
different contemporary styles. The recognition also
underscores the company’s commitment to offering
sophisticated products, with avant-garde designs, in
world-class formats and textures, and made with the
most advanced technology in the industry

AUGUST

Grupo Lamosa announced the acquisition of
Grupo Roca's tile business for US$241 million,
incorporating the results of its operations as
of September. This transaction represents a
very important step in the company’s growth
and diversification strategy. On the one hand,
it strengthens Grupo Lamosa’s presence in the
Americas by giving it entry into the Brazilian
market and reinforcing its position in the United
States, two of the largest markets in the world.
On the other hand, it positions the company to
expand its operations into Europe.
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In addition to Grupo Lamosa posting extraordinary results in

2021, during the year various events converged that allowed the

company to leverage important opportunities

OCTOBER
Acquisition of FANOSA

Grupo Lamosa signed an agreement to
acquire FANOSA for US$115 million. FANOSA
is a leading Mexican producer of expanded
polystyrene (EPS) products, used mainly

for insulation and weight reduction in the
construction and packaging industries. The
transaction strengthens Grupo Lamosa’s
growth and diversification strategy,
positioning it to take advantage of its current
capabilities to create a growth platform with
a more comprehensive product offering
focused on sustainable solutions for the
construction industry.

DECEMBER

HR Ratings upgrades its rating
of Grupo Lamosa

Based on Grupo Lamosa'’s favorable operating
and financial performance, HR Ratings raised
the company’s risk rating from “HRAA" to
“HRAA+" on a local scale, with a stable rating
outlook. Some of the factors the rating agency
took into account in the upgrading process
were the company’s increased revenue,
enhanced free cash flow generation, reduced
leverage and consistency in implementing its
organic and inorganic growth strategy.



Grupo Lamosa Businesses

Wall and Floor Tiles

Floor and wall tiles - Baseboards
Technical and porcelain enamel tiles
Special pieces

World-class, market-leading, innovative
ceramic and glazed porcelain tiles.

Contributing though state-of-the-art
production processes to sustainable
construction by providing points for
Leadership in Energy and Environmental
Design (LEED) Certification.

Certified under the Green Squared
sustainable standard of the Tile Council
of North America (TCNA).

® 20

tile production centers

47% 53%
foreign domestic

Sales breakdown
(values)

Adhesives

Adhesives for installing wall and floor tiles
Grouts
Stuccos and texturized finishes
Waterproofing materials
Specialized products

Specialized mortars for
construction industry needs

Comprehensive portfolio
of market-leading products.

Performance above the
industry’s quality standards.

Research and development
of specialized products.

Environmentally-friendly products.

adhesives
production plants

11% 89%
stucco > adhesives

and other

Sales breakdown
(values)
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One tile
production plant
in Spain

Five
distribution
centers in the
U.S.A.

Acquisition of Roca:
O Distribution
centers
Q:
production

plants

Three tile
production
plants
in Brazil



Financial Highlights

GRUPO LAMOSA, S.A.B. DE C.V. AND SUBSIDIARIES

(Figures expressed in millions of current pesos)

Results’ VAR %
Net Sales 19,473 40
Foreign Sales? 5,735 81
Foreign Sales / Net Sales 29%

Operating Income 3,549 81
Operating Income / Net Sales 18%

Comprehensive Financing Cost 932 (23)
Consolidated Net Income 1,663 106
Financial Position

Total Assets 24,633 31
Total Liabilities 13,161 44
Stockholders’ Equity 11,472 16
Book Value per Share? 29.7 16
Cash Flow

EBITDA® 4,277 73
Capital Expenditures® 343 85
Number of Employees

Total Personnel 7,325 33

"In accordance with applicable International Financial Reporting Standards.

% Includes sales of subsidiaries in foreign markets and export sales from Mexico.

*>On a total of 385.8 million shares.

* Operating income plus asset depreciation, amortization, and impairment of property, plant and equipment.
® Excludes acquisitions of subsidiaries.
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Letter to our
Stockholders

Without a doubt, 2021 was a
transcendental year for Grupo
Lamosa. In addition to posting record
results, its different businesses made
important acquisitions in accordance
with the company’s growth and

diversification strategy.

For the second consecutive year, changes in
people’s lifestyle and consumption habits in
response to the restrictions resulting from

the COVID-19 pandemic meant that the home
continued to be a vital space, with homeowners
showing great interest in house remodeling,
extension and improvement activities.

During 2021, the actions Grupo Lamosa had
implemented in recent years to ensure that all its
plants operate with state-of-the art technology,
grow production capacity, expand its presence to
other countries and anticipate consumers’ needs

Federico Toussaint Elosua
Chairman of the Board
and Chief Executive Officer

and requirements enabled it to take advantage of
the extraordinary demand generated by increased
house-remodeling activities in the different
markets where the company operates.

Grupo Lamosa’s 2021 sales and EBITDA were
$27,187 and $7,334 million pesos, respectively,
showing growths of 40% and 73% compared to
2020. Moreover, at the end of the year, Grupo
Lamosa was less dependent on the domestic
market, with foreign sales representing 38% of
total revenue.




In 2021, the company made acquisitions

which had a significant strategic impact,
strengthening its position across the Americas
and extending its presence into Europe. During
the first quarter, the company completed the
acquisition of Eurocerdmica in Colombia, a
transaction that had been initiated at the end
of 2020, and, during the third quarter, acquired
the tile-producing business of Grupo Roca, a
Spanish company with operations in Spain,
Brazil and the United States.

Another achievement of 2021 was HR Ratings
raising Grupo Lamosa'’s risk rating from
“HRAA”" to “HRAA+", reflecting the company’s
favorable operating and financial performance
during the year.

Grupo Lamosa - A

In order to develop new avenues of growth
and leverage the Adhesives Business’s current
capabilities, during the fourth quarter of the
year, Grupo Lamosa signed an agreement for
the purchase of FANOSA, a leading Mexican
manufacturer of expanded polystyrene (EPS)
products that are mainly used for insulation
and weight reduction in the construction and
packaging industries.

Grupo Lamosa’s achievements in 2021 contributed
to the continued materializing of the company’s
vision, extending its geographical footprint into
new markets and reducing its dependence on the
domestic market.

Grupo Lamosa is grateful once more for the trust
of its stockholders, the efforts of its people and
the constant support of its creditors, distributors,
customers and friends.
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Taking advantage of
market dynamics

Many disruptive events accompanied the
pandemic, including important behavioral changes
in consumers of Grupo Lamosa products, which
ultimately contributed to driving the company’s
growth and its results to record levels.
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As they altered their life habits, people realigned
their consumption priorities to the new situation, in
which living spaces — their homes —acquired much
greater value and relevance as the center of their
activities. This increased their interest in making
improvements through renovations, extensions
and space modifications, for which Grupo Lamosa
products play a key role. As a result, beginning in
the second half of 2020 and continuing throughout
2021, demand reached an extraordinarily high level,
not only in Mexico, but also across all the regions
where the company operates. Many of the changes
in lifestyle and consumption are here to stay through
the foreseeable future, and will surely continue to

drive the growth of the home-remodeling market.

i
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Advantageously [
positioned to
satisfy the high
demand
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Another aspect that explains Grupo Lamosa’s
extraordinary 2021 performance is the substantial
capital expenditures made in recent years on
different fronts. These have positioned the
company better to leverage the opportunities
resulting from the enhanced market activity.

The company’s constant investment in state-of-
the-art technology has made its manufacturing
processes more efficient, opened up new
possibilities for product use and made the
development of new products faster and more
effective, such that consumers are constantly
surprised by its innovative solutions and cutting-

edge designs.

Grupo Lamosa has also developed various digital
tools to attract customers and enable it to
understand them ever better. These tools extend
across the entire product value chain, increasing

the efficiency of the operating processes.

Additionally, the focus on innovation has made

it possible to discover new properties and
applications for the company’s products, all

of which are sustainable and environmentally
friendly. Thus, Grupo Lamosa can offer tiles

that emulate the appearance, color and texture
of different kinds of stone and wood in great
detail, driving the substitution of these natural
materials by providing better properties in terms

of maintenance and durability.

Grupo Lamosa also manufactures and markets
products that incorporate anti-bacterial
constituents, protecting health in the areas where
they are used and playing a vital role in hospitals,

restaurants, kitchens and bathrooms.

13
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The company’s continuous
search for new avenues of
growth materialized in a
very important way with the
acquisitions Grupo Lamosa
made towards the end of
2020 and throughout 2021.

The acquisition of Eurocerdmica in Colombia has
already proven to be successful. In a little over

a year, significant synergies have been achieved
that have turned its operations around, enhancing
profitability and coverage in the region and

positioning the company for future growth.

Additionally, in 2021, an extraordinary opportunity
was crystalized with the acquisition of the tile
business of Grupo Roca, a high-end ceramic tile
company with operations not only in Spain, but

also in the Americas.



Grupo Lamosa

Opening up new
avenues of growth

This important acquisition gives the company the
opportunity to complement its presence in Brazil
and grow its participation in the United States,
since Grupo Roca has a strong marketing company
to supply high-value-added products, as well as a
range of small-format and low-end lines that are
also in great demand. Moreover, having a plant

in Spain gives Grupo Lamosa the opportunity to

enter the important European market.

During 2021, Grupo Lamosa signed an agreement
to acquire the Mexican company FANOSA, a

leader in Mexico in the manufacture of expanded
polystyrene (EPS) products, used mainly for
insulation and weight reduction in the construction
and packaging industries. The transaction positions
the Adhesives Business to use its capabilities to
integrate the new company into Grupo Lamosa’s

culture and vision, in the segment of specialized

products and services for the construction industry.

- 2021 Annual Report
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The transactions carried out during the year
enhanced Grupo Lamosa’s diversification and
positioned it to leverage synergies between plants
and regions. The company now has a great capacity
to share and complement different experiences and
skills, ranging from technological and production
capabilities to product marketing and distribution.

Creating a

multiplier effect

Thanks to the experience gained through 130 years of proven track
record, Grupo Lamosa has grown from being a local manufacturer to
become an important regional participant and one of the world’s main
ceramics producers. Today, the company is positioned to take advantage
of the knowledge and experience of recent years to broaden its horizons

from a position of leadership and strength.

Grupo Lamosa is fully prepared to face the great challenges that this
implies, leveraging the multiplier effect of the diverse opportunities that
have opened up as a result of the company’s tireless work on all fronts.
The next goal will be to consolidate these efforts and thus take another

big step in this long and successful journey.



Grupo Lamosa -
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Wall and Floor Tiles

2021 was a year of great challenges for the

Wall and Floor Tiles Business. Its ability to

adapt and respond correctly to consumers’
changing demands was tested once again, in an
environment where home remodeling continued
to be an important source of growth.

The Wall and Floor Tiles Business's 2021 sales
amounted to $21,610 million pesos, 47% above
the previous year. This extraordinary growth was
driven by greater demand for its products, not
only in Mexico, but also in all the regions where
the business operates, and by the incorporation of
Grupo Roca's tile operations as of September.

The environment of great uncertainty due to the
pandemic generated global imbalances in 2021,
resulting in increases in the price of the segment’s
main inputs, including freight, raw materials and
energy. However, the new dynamics of its different
markets also created opportunities, which the
business unit successfully leveraged.

During the year, many of the segment’s indicators,
including sales, production and earnings, reached
historical records, as it continued to move forward
with the growth and diversification strategy
implemented in recent years.

Among its important 2021 achievements was
the closing of the acquisition of Eurocerdmica
in Colombia, in a transaction that had begun
at the end of 2020. The acquisition positions it
to capitalize on synergies and strengthen the
position it already has in that nation through
Cerdmica San Lorenzo.

Additionally, during the third quarter of the
year, Grupo Lamosa acquired Grupo Roca’s tile
business, which has operations in important
ceramics markets such as Spain, Brazil and the
United States. This acquisition opens up very

A47

14,720

N
=)

Net Sales

Millions of pesos
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important avenues of growth for the business,
since, in addition to strengthening its presence in
the Americas, it enables it to expand its operations
into Spain, in turn positioning it to increase the
presence of its products in Europe, North Africa
and the Asian market.

Another important achievement of the Wall and
Floor Tiles Business during the year was being
declared “Overall Best in the Show” during its
participation in Expo Coverings 2021, in the

city of Orlando, Florida, in the United States.
Factors that contributed to this success, the
highest recognition at one of the world’s most
important tile and stone fairs, included the launch
of porcelain products in different contemporary
styles, reflecting the biophilic architectural trend
that seeks to bring the natural world into urban
and interior spaces.

Looking to promote the talent of architects and
interior designers in Mexico, while highlighting
the extensive portfolio of high-value products

of the Firenze line, the 2021 Firenze Entremuros
Awards were presented in Mexico City during the
month of November. This was the fifth edition of
the awards, which have become a benchmark for
showcasing the best in Mexican architecture.

The results the Wall and Floor Tiles Business
achieved throughout the year endorse its
commitment to continue reinventing itself every
day, in order to offer sophisticated products,
with avant-garde designs, in world-class formats
and textures, and made with the industry’s most
advanced technology.

19
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Adhesives

The environment prevailing during the year was very
favorable for the Adhesives Business, despite the

complications resulting from the pandemic, particularly

in terms of procurement and the increased cost of
raw materials such as cement and chemical products,
essential inputs for its production processes.

The segment grew at a double-digit rate in 2021,
something that had not occurred for more than a
decade. During the year, it was able to meet the
increased demand in a timely manner, such that 2021
sales totaled $5,577 million pesos, representing an
annual growth of 17%.

During 2021, the Adhesives Business made
significant progress in developing its digital
strategy, making inroads into the area of electronic
commerce through platforms such as Mercado
Libre and Amazon. As a result, it will be able to offer
high-value specialized products for construction
professionals more efficiently and in conjunction
with the distribution network.

In order to continue offering the market innovative
products with sustainable and high-performance
solutions, during the year the Adhesives Business
took steps to develop and re-launch products with
important advantages and attributes. Such is the




case of Crest Multicolor Grout, an innovative
grout system in powder form for cement-based
floors and walls, with up to 37 pigment options.
The product is sold in water-soluble bags that
disintegrate on contact with water, reducing
inventory space and costs by up to 60% and
eliminating product loss and dust dispersion into
the environment.

The diversification of the Adhesives Business, with
the expansion of its operations in Chile a couple
of years ago, presents important challenges, but
opens up interesting avenues of growth that the
business will undoubtedly continue to leverage in
the coming years.
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Financial Performance
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Grupo Lamosa’s 2021 year-end operating and financial
results were outstanding, reflecting the consistent and
successful organic and inorganic growth strategy the
company has implemented in recent years.

For the first time in its history, Grupo Lamosa became a
company with revenues of more than a billion dollars,
closing the year with extraordinary growth figures and
enhanced profit margins, despite the increased cost of
its main inputs.

During the year, based on Grupo Lamosa’s favorable
performance, HR Ratings upgraded the company’s
risk rating from “HRAA" to “HRAA+" on a local scale.
Increased revenue, greater free cash flow generation
and a reduced debt leverage ratio were just some of
the factors taken into consideration for this progress.
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Moreover, the improvement in results and enhanced
capacity to generate cash flow contributed to the
capital expenditures of $635 million pesos made
during the year and to partially financing the US$241-
million acquisition of Grupo Roca'’s tile business,
without impacting the company’s leverage level. Grupo
Lamosa’s Net Debt at the end of the year was $7,311
million pesos, with a Net Debt to EBITDA ratio of 1.0
times, below the ratio of 1.1 times posted as of year-
end 2020.

One of the achievements of 2021 was the outstanding
yield of the LAMOSA single series stock, the price of
which grew 202% annually, reflecting the company’s
extraordinary performance during the year.

In order to enhance Grupo Lamosa'’s stock liquidity, the
company made transactions through its Repurchase
Fund, acquiring 11,594,709 shares representing its
capital stock during the year, to end 2021 with a
balance of 27,911,125 shares in the Treasury.
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Focus on sustainability

Grupo Lamosa is committed to sustainable development, working comprehensively
on the main environmental, social and governance (ESG) issues related to its
businesses and the context of the countries where it operates. The company’s track
record over more than a century and its ability to serve new markets and meet

the expectations of all its stakeholders go hand in hand with the incorporation of
sustainability in all aspects of the operations, from business models to the product
portfolio, and in the culture of the organization.

During 2021, Grupo Lamosa moved forward with its commitment to enhance its
Sustainability Strategy, driving its actions even further. The new road map to 2025
unites existing efforts with new initiatives to address risks and leverage emerging
opportunities for the business.

In this way, Grupo Lamosa is contributing to the achievement of the United Nations
Sustainable Development Goals (SDGs), which reflect the priorities of society in
aspects such as the fight against inequality, the depletion of resources and climate
change. Grupo Lamosa also reaffirms its commitment to the application of the 10
Principles of the United Nations Global Compact, carrying out actions aimed at
promoting the fight against corruption, respecting human and labor rights, and
protecting the environment.

Federico Toussaint Elosua
Chief Executive Officer

SUSTAINABLE
DEVELOPMENT

\ | /

M

LR COMMUNICATION ON
A PROGRESS
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Stakeholders

Grupo Lamosa maintains a close dialogue with all its stakeholders, who actively contribute to
its operations and place their trust in the company’s strategy. The value proposition for each of

them is presented below.

Stakeholders Value proposition Channels
Generate economic value, guaranteeing the , .
~ Investors, company’s financial sustainability over time and lsrfsgftr;?lfjgstiggeatiggs
== stockholders and | moving forward in accordance with the approved Transparency line
@ other providers strategic plan. Identify and address risks and Meetings with analysts
of capital opportunities. Be transparent about results, including Reports on results
ESG performance. P
—) Partner to make it easier for products to reach the end R T —
d ) ST consumer, through coordinated inventory manage- VisTs (rom 2res dliar pred ud:
ment, innovative products and the support of the manaders
company's brands. 9
Third-party stores
Contribute to creating the best conditions in homes | Visits from commercial advisors
and work spaces, with quality materials that meet the | Websites for the company’s brands
different consumer needs. Implement an innovative Commercial apps
approach to changes in lifestyles. Transparency line
Focus groups and other consultations
Offer employment opportunities and professional Work environment evaluation
Tl development, safeguarding health and safety. Create Intranet
ey teams that consider employees’ wellbeing and pro- .
- ; Transparency line
mote their commitment.
Partner to offer quality products, with suppliers .
. . ) - . Transparency line
showing behaviors aligned with company princi- Contracts and purchase orders
q U G ples and values. Develop an efficient relationship Develobment EF local suppliers
=) pp that guarantees the continuity of Grupo Lamosa’s and SMpEs (small and megi[fjm—sized
production and the corresponding financial return )
for the supplier. P
di he biding by ethical Participation in meetings on import-
Government Oper.ate eIty Elh el g Il ant topics and consultation forums
piliefples. Response to requirements
Offer opportunities to materialize innovation in Participation in iob fairs
materials, technology and products, and generate Presenpce in eveJnts on relevant
jobs for different professionals. Make agreements for topics
research projects and/or internships. P
Respect their interest and provide appropriate Press conferences
m attention in operations and relationships with the Press releases
| | Media different stakeholders. Highlight the company's T
performance in such a way as to increase the scope of interviews
the interest groups reached.
Be a good neighbor, generating employment Transparency line
or e and development opportunities, and protecting Donation program
Communities

the environment without adversely affecting
living conditions.

Dialogue with neighbors
Volunteer projects




Priority areas

In order to establish strategic priorities in
sustainability, in 2021 Grupo Lamosa carried out
its first materiality analysis, with a selection of the
most important stakeholders and the strategic
participation of senior management.

Process For financial materiality

The Sustainability Accounting Standards Board
(SASB) has carried out a process of analysis and
international consultation to construct standards

by industry. In the company’s materiality analysis,
the standards established by this initiative for

those sectors in which Grupo Lamosa is active were
used: construction products and furniture; and
multi-line and specialized distributors and retailers.
Additionally, important aspects of the operations
(such as main revenue streams and main inputs

for value creation) and the operating environment
(economic, regulatory, operating and business
environments) were reviewed, in order to identify
additional indicators not identified in the previously-
mentioned standards, as well as to exclude
indicators identified within the standards that do not
apply to Grupo Lamosa. These elements were then
integrated into the methodology for obtaining the
socio-environmental matrix.

Grupo Lamosa - 2021 Annual Report

The concept of double materiality was used to carry out the
sustainability analysis, taking into account: on the one hand,
the most significant impacts of Grupo Lamosa outward, in
sustainability topics that are material to the economy, the
environment and society (socio-environmental materiality);
and, on the other hand, the environmental, social and
corporate governance (ESG) issues with a reasonable
probability of affecting the company’s financial position,
operating performance and cash flows (financial materiality).

Process for socio-environmental materiality

Using the four-step process that the Global Reporting
Initiative (GRI) recommends for carrying out materiality
analyses, potentially relevant topics were identified

by analyzing the main risks and opportunities of the
sectors in which Grupo Lamosa operates. Specific
references were used in the management of ESG
issues, such as the S&P/SAM Sustainability Yearbook
2021 for construction materials, to mention just one
example. Once the potential material topics for the
company were identified, interviews, focus groups and
surveys were conducted with senior management and
the company’'s diverse stakeholder groups (employees,
customers, distributors and suppliers), in order to
prioritize these topics. The activities carried out led to
the creation of a two-axis matrix and the determination
of the material topics.

Senior management validated the 16 material topics
identified internally.

25



The matrix presenting the two materialities is shown below:
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Materiality Material Topics

Socio-environmental 1 Customer service

Socio-environmental 2 Product innovation

Socio-environmental 3 Digital transformation

Socio-environmental 4 Employee health and safety
Socio-environmental 5 Economic performance

Socio-environmental 6 Quiality products (customer health)

Both 7 Talent attraction and retention
Socio-environmental 8 Multi-channels and relations with distributors
Socio-environmental 9 Automation and operational process efficiency
Both 10 Supply chain

Both 11 Energy use management

Financial 12 Data protection

Financial 13 Product life cycle

Financial 14 Work climate

Financial 15 Management of chemical compounds in products
Financial 16 Diversity and inclusion in the workforce




Sustainability strategy

Based on the material topics and the synergies between them,
Grupo Lamosa’s ESG work priorities were determined.

The structuring of these priorities is presented below. The
diverse lines of action that are the focus of the strategy are
materialized through a range of different initiatives.

Environmental
management:
circularity
and climate
action

4
Product
innovation,
quality and
safety

Driving
talent

Business
integrity and
robustness

Customer
focus

Grupo Lamosa -

2021 Annual Report

SUSTAINABLE DEVELOPMENT GOALS (SDG)

RELATED TO THE STRATEGY

ER00 HEMTH QUALITY
EDUCATION

DECENT WORK AND
ECONDMIC GROWTH

13 G

LINES OF ACTION

1.1 Corporate governance
1.2 Culture of compliance
1.3 Supply chain

2.1 Sustainable homes
2.2 Customer experience

3.1 Health and safety

3.2 Employee development

3.3 Work climate

3.4 Contribution to communities

4.1 Materials and technology

5.1 Climate action: energy and emissions
5.2 Circularity: water and waste

The way in which each of the areas of focus of the Sustainability
Strategy is related to the material topics identified is shown below:

1. 2.
Business Customer focus
integrity and Customer service
robustness -
. Digital
Economic transformation
performance ‘
- Multi-channels
supply chain and relations with

distributors
Data Protection

3.
Driving talent

Employee health
and safety

Talent attraction
and retention

Work environment

Diversity and inclusion in
the workforce

4,

5

Product innovation, Product
quality and safety innovation, quality
Management of chemical and safety
compounds in products Energy use
Product innovation management
OQuality products Product life cycle
Automation and
operational process
efficiency
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The company continues its efforts to become increasingly
sustainable and contribute to the generation of value for
all stakeholders. To this end, the cooperation and work

of every area of the organization have improved Grupo
Lamosa’s Sustainability Strategy, integrating programs
that were already being developed with new ones.

This initiative is accompanied by enhanced transparency
in the company’s performance, with the addition of a
selection of ESG indicators that will be available online on
the company’s corporate webpage: www.grupolamosa.
com. In future reports, Grupo Lamosa will provide more
information related to the indicators with data relevant
for all audiences.

Grupo Lamosa belongs to the Tile Council of North
America (TCNA), a non-profit organization that develops
and publishes standards for the ceramics industry. The
Green Squared Standard, that Grupo Lamosa products
comply with, is one of these, involving criteria to
evaluate the sustainability of ceramic tiles and products
for their installation.

Progress in performance

Integrity and a culture
of compliance

Grupo Lamosa has a Code of Ethics, applicable to all
employees. The company also encourages suppliers and
distributors to apply it in their organizations. Additionally,
the company’s Transparency Line provides a way for possible
irregular events to be reported. Any complaints received

are investigated and, depending on their nature and the
outcome of the investigation, consequences applied.

Employees receive instruction in the Code of Ethics as
part of the induction program. Moreover, campaigns
that call for a culture of legality and honesty are held
throughout the year.

The industry is evolving towards a greater use of
technology in processes, including online information
and data analytics. Grupo Lamosa works continuously to

guarantee the security of its systems and to leverage
every opportunity to strengthen communication across
the value chain, including with the customer.

Corporate governance

Grupo Lamosa has a solid track record extending over
more than a century, supported over the years by its
corporate governance. Listed on the Mexican Stock
Exchange since 1951, the company adheres to the
corresponding Mexican stock market legislation, to
the Mexican Business Coordinating Council's Code of
Best Corporate Practices and to related international
recommendations.

This guarantees that the company’s decisions
strengthen its position over time and generate value
for all stakeholders, including investors.

The Annual Ordinary General Stockholders’ Assembly
establishes the number of members of the Board of
Directors and appoints them, including the alternates,
with the exception of those appointed directly by
stockholders with more than 10% of the capital stock. The
Assembly is also responsible for approving the company’s
annual results presented by the Board of Directors.

The Board of Directors defines the company strategy,
approves the annual budget, reviews the operational
performance and results for which the management
team is responsible, and ensures compliance with
applicable legislation, holding an ordinary meeting

at least once a quarter. The directors receive
remuneration approved by the Annual Ordinary
General Stockholders’ Assembly for their attendance.

Directors are appointed for a period of one year

and can be reelected, with no limit to such renewal.
They are chosen on the basis of the guidelines
established in Grupo Lamosa’s company bylaws. The
selection of independent directors also conforms to
the requirements of Mexican Stock Market Law to
guarantee that they perform their role appropriately.

In the absence of an express appointment by the Annual
Ordinary General Assembly, the members of the Board
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of Directors may appoint the Chairman and Secretary The directors have great experience through their

of the same, as well as the members of the committees extensive participation in different industries, enabling
that support the Board. The Board of Directors is them to understand and manage the main risks and
also responsible for appointing the company’s Chief trends related to the company’s businesses for better
Executive Officer and senior management decision making.

During 2021, the Board comprised 12 directors, all It is important to note that, with the exception of the
professionals with a long business career. Six of them Chairman who also acts as CEO, the companies where
are independent (50% of the total). The directors the directors work have no relationship with Grupo
currently on the Board have held their positions for an Lamosa, thus avoiding any conflicts of interest.

average of 21 years.
50% of the directors are independent

Number of Corporate

Board of Directors Status (I or R) yearson .o ittee Pract{ces
the Board Committee

Audit

Federico Toussaint Elosua Related

Chairman of the Board and Chief Executive Officer . 33
Chairman

of Grupo Lamosa

Guillermo Barragan Elosuta

CEO of Hidrobart Related 29

Eugenio Clariond Rangel

CEO of Cuprum Independent 1

Eduardo Elizondo Barragan

Chairman of the Board and Independent 30

CEO of CRIOTEC and Subsidiaries

Antonio Elosta Gonzélez Related 13

Co-Chairman of the Board of Directors of U-calli

Bernardo Elosta Robles

Independent Consultant Related 29

Armando Garza Sada

Chairman of the Board of ALFA Independent 25

Eduardo Garza T. Fernandez Independent 10

Chairman of the Board of Grupo Frisa Industrias P

Maximino José Michel Gonzélez Independent 13

CEO of 3H Capital Corporate Services P

Miguel Eduardo Padilla Silva

EX-CEO of FEMSA Independent 18

Javier Saavedra Valdés

Professional Painter Related 24

José Manuel Valverde Valdés

Independent Consultant Related 24
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Stockholders’ Assembly

Board of Directors

Federico Toussaint Elosua

Human Resources Chief Financial

Vice-President OfFicer
German Alvarado Jorge Antonio Touché
Paredes Zambrano

The Board is supported by the Audit Committee and
the Corporate Practices Committee, both mainly
comprising independent directors, who perform their
duties in accordance with current legal provisions and
Grupo Lamosa'’s corporate bylaws. Additionally, the
Board of Directors has a Finance Committee which it
can use for consultation purposes.

e The Audit Committee reviews the internal control
and internal audit system of the company and
its subsidiaries, and evaluates the services of the
external auditor, the financial information and the
applicable accounting policies.

« The Corporate Practices Committee appoints the
company officers and evaluates their performance.
Itis also responsible for reviewing transactions
with related parties.

The Chief Executive Officer conducts the company’s
operations, adhering to the strategies, policies and
guidelines the Board of Directors establishes, and the
guidelines set out in the company bylaws.

The management team is characterized by its experience
and commitment, and operates in accordance with the
guidelines that the Board of Directors establishes. The
Corporate Practices Committee sets the remuneration
of the company officers. Their payment comprises

a fixed part and a variable part associated with the
achievement of previously set objectives related to the
company'’s financial results and the performance of the
particular management area.

Adhesives
Vice-President
Jorge Aldape Luengas

Wall and Floor Tiles
Vice-President
Sergio Narvéez Garza

The functioning of the corporate governance is closely
linked to the company’s Code of Ethics, as well as its
culture and values, which have been passed down from
generation to generation.

Grupo Lamosa Values: Responsibility, Honesty, Spirit of
Service, Teamwork and Continuous Improvement.

The Code of Ethics is the main reference to which
employees, management, directors and other
stakeholders, such as suppliers and distributors, must
adhere. Employees receive training on the Code on their
first day at the company, during the induction process,
sign a commitment letter (attesting that they have no
conflicts of interest) and endorse it every two years.
Additionally, training on the Code of Ethics is provided
on a regular basis to reinforce compliance.

To ensure that the internal control environment of

the company is appropriate and that human rights

are respected, Grupo Lamosa’s Transparency Line is
available for anyone to present their complaints, either
anonymously or with their personal details. During the
process of monitoring and analyzing the complaints, the
confidentiality of all information is guaranteed for the
complaining parties. The analysis and resolution of cases
are the responsibility of the Ethics Committee, which is
made up of Grupo Lamosa’s CEQ, the Corporate Human
Resources Vice President, the Chief Financial Officer and
the Corporate Internal Audit Manager



Supply chain

The quality of Grupo Lamosa's products and the
continuity of its operations go hand in hand with the
suppliers, who are selected in a transparent manner
based on quality and innovation, together with growing
ESG requirements.

Grupo Lamosa has been developing local suppliers,
enabling the company to access materials (clays, pallets,
etc.) close to the location of its plants, contributing

to driving the economy and employment in the
neighboring communities, and reducing greenhouse gas
(GHG) emissions from transportation units.

It is important to note the company’s focus on SMEs,
through support for development programs such as
those offered by “CCMX" (Mexico Competitiveness
Center) and the “CC" (Caintra Monterrey’s
Competitiveness Center).

Customer Focus

Sustainable homes

The availability of sustainable products, such as those
with Green Squared certification, in Grupo Lamosa’s
brand portfolio makes it easier for customers to certify
their facilities (LEED, BREEAM, etc.).

The company's porcelain products are certified by the
Porcelain Tile Certification Agency (PTCA), ensuring that
they meet water absorption levels of less than 0.5%.

It is essential that customers know, understand and
value the sustainability attributes of Grupo Lamosa
products. To this end, the company focuses on direct
communication and training and awareness initiatives
for the direct sales force and distributor network.

Customer experience

Technology is bringing Grupo Lamosa ever closer to
its customers. Such is the case of the app launched

in 2020, which uses augmented reality to enable
customers to better visualize the company’s products
in three dimensions. Progress has also continued with
online sales.

Grupo Lamosa maintains its strong commitment to
its distribution network, offering training sessions
and involving distributors in product launches and
conversations with customers.

Additionally, Grupo Lamosa supports the Firenze
Entremuros Award, which is now an industry
benchmark, encouraging and recognizing creativity and
innovation in Mexican architecture and construction,
and showcasing the potential of ceramic products in
terms of quality and sustainability.

Developing talent

Safety and health

Given the continuing pandemic, in 2021 the company
continued to prioritize the health of its employees,
applying biosafety protocols and measures across its
operations.

Moreover, Grupo Lamosa has implemented safety

and health management systems using OSHA control
methodology at all its plants. In Mexico, the NOM-035
standard for psychosocial risk factors at work is applied.

Employees are trained on a recurring basis, and

awareness campaigns focused on the culture of
prevention are implemented throughout the year.
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Developing employees

Grupo Lamosa makes both internal and external
training available for its employees, offering
opportunities for professional development. Moreover,
the company’s robust positioning and growth provide
security for the workforce.

Throughout the organization, innovation goes hand
in hand with the incorporation of diverse talent, with
different capabilities and backgrounds.

In the area of conciliation and flexibility, which unite
professional and personal development, based on the
learning experienced in the context of pandemic, Grupo
Lamosa is currently developing hybrid in-person and
remote schemes for those positions where the nature of
the job functions permits such work arrangements.

Work climate

Grupo Lamosa seeks to operate in an environment
where employees feel safe and motivated, and
committed to their teams. An annual measurement of
the work climate enables the identification of strengths
and opportunities for improvement, with the company
working to mitigate the latter.

Respect for diversity is essential and Grupo Lamosa
actively safeguards non-discrimination. In addition to the
Code of Ethics, the company has a specific policy in this
regard, which is complemented by awareness initiatives.

Since the acquisition of companies has required the
incorporation of new members to the Grupo Lamosa
team, the company has worked intensely on the
integration process, always taking into consideration
the cultural aspects of each particular situation.

2

GREEN
SQUARED
CERTIFIED

Contribution to neighboring communities

Grupo Lamosa is committed to being a good neighbor,
and its employees are a key element for the social
actions in their own communities. During 2021, the
company continued to support initiatives to address
the health emergency resulting from the pandemic, as
well as to attend to the main needs of the communities
around each production center.

Product innovation,
quality and safety

Materials and technology

Grupo Lamosa has a broad product portfolio, which
allows it to meet different consumer needs and offer
sustainability characteristics:

«  Ceramic products have competitive advantages
in such areas as durability and recyclability, as well
as being a substitute for diverse natural and non-
renewable materials. Moreover, the fireproof
nature of ceramic and the latest technological
developments, such as the incorporation of
antifungal components, represent advantages for
customers’ health.

»  Various Grupo Lamosa products boast Green
Squared certification, recognizing that they have
been manufactured in accordance with rigorous
sustainability criteria, from the raw material
extraction process to product reuse, the latter
avoiding the end of the product life.

* New lines of environmentally-friendly adhesive
products are being developed.
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Across the operations, the company seeks to take advantage
of new technologies, for example by reducing the thickness
of ceramic products, which means less energy is used in
manufacturing. Regulations are complied with in all cases
and stability and durability properties maintained.

Environmental management:
circularity and climate action

Climate action: energy and emissions

In all processes, Grupo Lamosa continuously seeks to
enhance energy efficiency, using technologies that enable
lower process temperatures and shorter cycles. Grupo
Lamosa also participates in the Green Matters initiative,
with the aim of transforming its manufacturing processes
into a low-carbon operating system.

The fuel used in most of Grupo Lamosa'’s operations is
natural gas, the burning of which emits less GHGs than
other alternatives. The company has three cogeneration
plants in Mexico, which generate part of the electricity
required for production.

Circularity: water and waste

Grupo Lamosa has infrastructure to ensure efficient water
use and reuses a significant amount of this vital liquid in
the production processes. It has water treatment plants at
a number of the production centers.

The company also seeks to avoid the final disposal of waste,
recycling it whenever possible. Grupo Lamosa enables
selective and differentiated collection at its facilities, using
external third parties for reuse and/or recycling.

It should be noted that the company complies with all
environmental regulations.
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Board of Directors

Federico Toussaint Elosua

Chairman of the Board and Chief Executive
Officer of Grupo Lamosa

Member since 1989

Related

Bernardo Elosta Robles
Independent Consultant
Member since1993

Related

Corporate Practices Committee

Guillermo Barragan Elosua
CEO of Hidrobart

Member since 1993
Related

Javier Saavedra Valdés
Professional Painter
Member since 1998
Related

José Manuel Valverde Valdés
Independent Consultant
Member since 1998

Related

Antonio Elosta Gonzalez
Co-Chairman of the Board

of Directors of U-calli

Member 1998-2006 and since 2018
Related

Eduardo Elizondo Barragan
Chairman of the Board and

CEO of CRIOTEC and Subsidiaries
Member since1992

Independent

Corporate Practices Committee

Armando Garza Sada

Chairman of the Board of ALFA
Member since 1997
Independent

Corporate Practices Committee

Eugenio Clariond Rangel
CEQ of Cuprum

Member since 2021
Independent

Audit Committee

Miguel Eduardo Padilla Silva
Ex-CEO of FEMSA

Member since 2004
Independent

Audit Committee

Eduardo Garza T Ferndndez
Chairman of the Board

of Grupo Frisa Industrias
Member since 2012
Independent

Audit Committee

Maximino José Michel Gonzalez

CEO of 3H Capital Corporate Services
Member since 2009

Independent

Audit Committee

The assignment of “Related” and “Independent”
is in accordance with the Annual Ordinary
Stockholders’ Assembly of March 10, 2021.
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Main Company OFfFficers

German Sergio Federico Jorge Antonio Jorge Manuel
Alvarado Narvdez Garza Toussaint Elosta Touché Zambrano Aldape Luengas
Paredes Wall and Chief Executive Chief Financial Adhesives
Human Floor Tiles Officer and Officer Vice-President
Resources Vice-President Chairman of
Vice-President the Board
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Audit Committee

Report

February 16, 2022

To the Board of Directors of Grupo Lamosa, S.A.B. de C.V. (“the Company”)

As Chairman of the Audit Committee, | would like to

present to you the report on this Committee’s activities

in relation to the financial year ended December 31,

2021, pursuant to Company bylaws and the current Law:

1. We reviewed the reports of the external auditor on

the basis of the Sole Circular for External Auditors
and the report on results of the internal audit for
the year of 2021.

2. To date, this Committee has no knowledge of any
significant incompliance with the operating and

accounting guidelines and policies of the Company

and its Subsidiaries.

3. This Committee met with the representative of
the firm of external auditors and evaluated the
performance both of the firm and the auditor
responsible therefor. The firm is responsible
for expressing an opinion on the fairness of the

Company's financial statements and their compliance
with International Financial Reporting Standards. At
the current time, we believe the performance of the

firm and its auditors to be satisfactory.

4. This Committee approved the designation of the
External Auditor and the payment for auditing
and for additional services, ensuring that the
independence thereof in no way appears to be
compromised.

5. During the year, this Committee reviewed diverse
issues, such as a project to reform the Company
bylaws, the impact of the labor reform, and the
Company'’s data security model.

We reviewed the performance of the Grupo Lamosa
Transparency Line, ensuring that the cases received
are being treated in accordance with the principles
set out in the Company’s Code of Ethics.

During the year, nothing worthy of note was
observed with regard to the accounting, internal
controls, or internal and external auditing, nor
were there any complaints relating to irregularities
on the part of Management. In the opinion of

this Committee, the Company continues to make
significant progress with its corporate governance
and internal control systems.

This Committee gave the Board of Directors a
favorable opinion on the Annual Report of the Chief
Executive Officer and on the report on operations
and activities in which the Board was involved,
corresponding to the fiscal year of 2020.

On the basis of the external auditors’ report,

this Committee believes that the accounting and
information policies and criteria followed by the
Company are adequate and sufficient, and have been
applied consistently in the information presented

by the Chief Executive Officer and by the Board of
Directors, reflecting fairly the Company’s financial
position and results.

2y

Miguel Eduardo Padilla Silva
Chairman
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Corporate Practices
Committee Report

February 16, 2022

To the Board of Directors of Grupo Lamosa, S.A.B. de C.V. (“the Company”)

As Chairman of the Corporate Practices Committee, | would like to present to you
the report on this Committee’s activities in relation to the financial year ended
December 31, 2021 pursuant to Company bylaws and the current Law.

1. We reviewed the previously defined goals, the individual and Company
performance during the year and any observations on the performance of the
Company Officers.

2. We reviewed the conditions and structure used to determine the total salary and
benefit packages of the Chief Executive Officer and Company Officers on the
basis of market trends.

3. We reviewed the long-term compensation scheme and compared it with market
trends, in order to assure talent retention.

4. During the year, there were no transactions with related parties.

5. This Committee gave no authorization for any Board Member, Company Officer
or person in a position of command to take advantage of business opportunities,
either for themselves or for third parties, that correspond to the Company or its
Subsidiaries, and is not aware that the Board of Directors or any Committee has
done so.

6. The Corporate Practices Committee will continue carrying out all the actions
necessary to comply with the legal and statutory requirements that govern it.

=

—

Eduardo Elizondo Barragén
Chairman

- 2021 Annual Report
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Independent auditors’ report

To the Board of Directors and Stockholders of Grupo Lamosa, S. A. B.de C.V

Opinion

We have audited the consolidated financial statements of Grupo Lamosa, S. A. B. de C. V. and Subsidiaries (the Company),
which comprise the consolidated statements of financial position as of December 31, 2021 and 2020, and the consolidated
statements of income, consolidated statements of other comprehensive income, consolidated statements of changes in
stockholders’ equity and consolidated statements of cash flows for the years then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all the material respects, the consolidated
financial position of the Grupo Lamosa, S. A. B. de C. V. and Subsidiaries (the Company) as of December 31, 2021 and 2020,
and their consolidated financial performance and their consolidated cash flows for the years then ended in accordance with
International Financial Reporting Standards (“IFRS"), issued by the International Accounting Standards Board (“IASB”).

Basis for Opinion

We conducted our audits in accordance with International Standards on Auditing (“ISA”). Our responsibilities under those
standards are further described in the Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
section of our report. We are independent of the Company in accordance with the International Ethics Standards Board for
Accountants’ Code of Ethics for Professional Accountants (“IESBA Code”) and with the Ethics Code issued by the Mexican
Institute of Public Accountants (“IMCP Code”), and we have fulfilled our other ethical responsibilities in accordance with the
IESBA Code and IMCP Code. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

The accompanying consolidated financial statements have been translated into English for the convenience of readers.

Emphasis of Matter

As mentioned in note 2b., on September 1, 2021, the Company acquired 100% of the shares representing the common
stock of Tiles Investments and Holdings, S.L., together with those of its subsidiaries (“Roca Tiles"). Its main business activity
involves the manufacture and marketing of ceramic coverings for floors and walls. As this acquisition classifies as a business
combination according to the requirements of International Financial Reporting Standard 3, “Business combinations”, the
purchase method will be applied to measure the assets acquired and the liabilities assumed in the transaction. The acquisition
amount, settled on a debt-free basis, was the equivalent of $241.1 million US dollars, net of received cash, thereby generating
preliminary goodwill of $2,240,291. The Company is currently in the 12-month period established for obtaining the fair values
of certain tangible and intangible assets with the support of independent expert appraisers. Accordingly, these headings and
the goodwill heading must be considered as preliminary and may be modified according to the guidelines permitted by IFRS.

Key Audit Matters

Key audit maters are those matters that, in our professional judgment, were of most significance in our audit of the
2021 consolidated financial statements. These matters were addressed in the context of our audit of the consolidated
financial statements as a whole, and in forming our opinion thereon; therefore, we did not express a separate opinion
on those audit matters.

« Evaluation of impairment tests applied to intangible assets with an undefined useful life and goodwill

As described in Notes 4i., 4j. and 13 to the consolidated financial statements, the Company applies annual impairment tests
toitsintangible assets with an undefined useful life and goodwill. The Company utilizes the “Discounted cash flows” (“DCF")
valuation method with a revenue approach, which requires the Company’s Management to utilize significant estimates and
assumptions involving the selection of discount rates, future revenue forecasts, financial projections, cash flows, operating
margins and profits to estimate the recovery value of cash generating units (“CGUs"). Changes to these assumptions could
have a significant effect on their value and the amount of any impairment charge, or both. As of December 31, 2021, the
balance presented in the Company’s consolidated financial statements is composed by intangible assets with an undefined
useful life of $4,893,717 and goodwill of $2,997,201.
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We have identified intangible assets with an undefined useful life and goodwill as a key audit matter, mainly because
impairment testing requires the Management use of judgments and significant estimates to estimate the recovery value
of the CGUs. This requires the auditor to utilize a high level of judgment, together with an increased audit effort, including
the need to incorporate our fair value expert specialists.

We applied the following audit procedures to the significant assumptions considered by the Company when estimating
future projections to assess the recovery value of intangible assets with an undefined useful life and goodwill, as follows:

- We evaluated the factors and variables used to identify the Cash Generating Units (CGU), including the analysis of cash
flowsand debt policies, ananalysis of the legal structure and production allocation, while also obtaining an understanding
of the operation of the commercial and sales area.

- We analyzed the methodology and projection assumptions used in the impairment model, specifically including cash
flow, operating margin, earnings before interest, taxes, depreciation and amortization (“EBITDA") and long-term growth
projections. We tested the mathematical exactness, completeness and accuracy of the impairment model. Our fair
value specialists performed a sensitivity analysis of all the CGUs, while independently calculating the recovery value to
evaluate whether the utilized assumptions should be modified, as well as the probability of these modifications arising.

- An independent valuation of the discount rates utilized, which were matched with the discount rates used by
Management.

The results of our procedures were satisfactory and we agree with the recovery value determined for the CGUs and
consider that the utilized assumptions are appropriate.

Evaluation of the recoverability of the deferred income tax asset derived from tax losses and undeducted interest

The Company records a deferred income tax asset derived from tax loss carryforwards and undeducted interest. For
this purpose, Management estimates the probability of applying these deferred income tax assets to generate a future
economic benefit and supports their recognition in its consolidated financial statements.

Given the importance of the deferred income tax asset derived from tax losses and undeducted interest as of December
31,2021, for the amount of $937,844 and $221,551, respectively, the determination of which require the use of significant
judgments and estimates to calculate future projections of the Company's tax results, we focused on this heading and
performed the following procedures, among others:

- We verified the fairness of the projections used to determine future tax results.

- We reviewed the projections utilized by matching them with the performance and historical trends of the business to
verify variation explanations with Management.

- With the support of our tax experts, we evaluated the processes utilized to determine projected tax results, as well
of the assumptions used by Management when preparing tax projections. We then discussed the sensitivity of these
projections with Management.

The results of our audit procedures were satisfactory. The accounting policy established by the Company for recording
deferred income taxes, together with details of their disclosure, are included in Notes 4t. and 22, respectively, to the
accompanying consolidated financial statements.

Business combination — Eurocerdmica, S.A.S

As discussed in Note 2a., to the consolidated financial statements, the Company acquired all the shares representing
the common stock of Eurocerdmica, S.A.S. (“Eurocerdmica”), which is primarily engaged in the manufacture and sale of
ceramic products for walls and floors in Colombia. The total payment was the equivalent of US$35.6 million and was paid in
Colombian pesos in two stages: 51% on October 1, 2020 and the remaining 49% on January 20, 2021. The fair value of the
acquired assets and assumed liabilities determined and recognized at the acquisition date were $981,769 and $323,841,
respectively. Goodwill of $94,713 was also recognized.

Given the significant level of judgment used by Management in the valuation models utilized to determine the payment and
the fair values of the acquired assets and assumed liabilities, we involved our valuation experts to evaluate the premises
and criteria used by Management and its independent expert, subsequently applying the following procedures:
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- We evaluated the capacity and independence of the independent expert.

- We verified that the models used by management to determine the fair values were utilized and recognized for the
valuation of assets with similar characteristics within the industry.

- We challenged management'’s financial projections and matched them with the performance and historical trends of
the Company's businesses.

- We verified that management’s projections were consistent with those approved by the Company’s Board of Directors..

- We reviewed the most relevant valuation assumptions (discount rate, intangible asset valuation assumptions and the
determination of the useful life of property, plant and equipment), which we matched with independent market sources.

The results of our procedures were satisfactory and we agree with the fair value amount determined for recognized assets
and assumed liabilities.

Other matters

As mentioned in Note 2a., as of December 31, 2020, the preliminary figures reported for the fair values of acquired assets
and assumed liabilities derived from the acquisition of Euroceramica were reclassified to noncurrent assets to reflect the
price allocation.

Information other than the Consolidated Financial Statements and Independent Auditors Report there on

The Company’'s Management is responsible for the other information. The other information will include the information
that will be incorporated in the Annual Report that the Company must prepare pursuant to Article 33, Section |, Subsection
b) of the Fourth Title, First Chapter of the General Provisions Applicable to Issuers and other Participants in the Mexican
Stock Exchange and the Instructions attached to these provisions (the Provisions). The Annual Report will be available for our
reading after the date of this audit report.

Our opinion on the consolidated financial statements will not cover the other information, and we will not express any form
of assurance about it.

In connection with our audit of the consolidated financial statements, our responsibility will be to read the Annual Report,
when available, and when we do so, to consider whether the other information contained therein is materially inconsistent
with the consolidated financial statements or with our knowledge obtained during the audit, or it appears to contain a material
error. When we read the Annual Report, we will issue the legend on the reading of the annual report required by Article 33,
Section I, Subsection b), number 1.2 of the Provisions. If, based on the work we have performed, we conclude that there is a
material error in the information, we would have to report this fact. At the date of this report, we have nothing to report on
this matter.

Responsibilities of Management and Those Charged with Governance for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the accompanying consolidated financial statements
in accordance with IFRS, and for such internal control as management determines is necessary to enable the preparation of
the consolidated financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, Management is responsible for assessing the Company's ability to
continue as a going concern, disclosing, as applicable, matters, related to going concern and using the going concern basis of
accounting unless Management either intends to liquidate the Company or to cease operations, or has no realistic alternative
but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

The objective of our audit is to obtain reasonable assurance about whether the consolidated financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance but is not a guarantee that an audit conducted in accordance with ISA will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error and are considered material
if, individually or in the aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.
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As part of an audit in accordance with ISA, we exercise professional judgement and maintain professional skepticism
throughout the audit. We also:

- ldentify and asses the risks of material misstatement of the consolidated financial statements, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and appropriate
to provide a basis for our opinion. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or override of
internal control.

- Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company’s internal control.

- Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and related
disclosures made by Management.

- Conclude on the appropriateness of Management’s use of the going-concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty exists related to events or conditions that may cast significant
doubt on the Company’s ability to continue as a going concern. If we conclude that a material uncertainty exists, we are
required to draw attention in our auditors’ report to the related disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditors” report. However, future events or conditions may cause the Company to cease to continue as a
going concern.

- Evaluate the overall presentation, structure and content of the consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the underlying transactions and events, quantitatively and
qualitatively, in a manner that achieves fair presentation.

- Obtained sufficient appropriate audit evidence related to the financial information of the entities or the business activities
within the Company to express an opinion on the consolidated financial statements. We are responsible for the direction,
supervision and performance of the Company’s audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other matters, the planned scope and timing of the
audit and significant audit findings, including any significant deficiencies in internal control that we identify during our audit.

We will also provide those responsible for the Company’s government with a statement on our fulfillment of relevant ethical
requirements regarding independence and will communicate any relationship and other matters that might be thought to
affect our independence and, when applicable, the related safeguards.

From the matters communicated with those charged with governance, we determine those matters that were of most
significance in the audit of the consolidated financial statements of the current period and are therefore the key audit matters.
We describe these matters in our auditor’s report unless law or regulations precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because the
adverse consequences of doing so would reasonably be expected to outweigh the public benefits of such communication.

Galaz, Yamazaki, Ruiz Urquiza, S. C.
Member of Deloitte Touche Tohmatsu Limited.

C. P. C. Emeterio Barréon Perales.
January 31, 2022



Grupo Lamosa -

Consolidated statements of
financial position

Grupo Lamosa, S. A. B. de C. V. and Subsidiaries
As of December 31, 2021 and 2020
(In thousands of Mexican pesos)

Financial Statments 2021

NOTES 2021 2020
Assets
Current assets:
Cash and cash equivalents 7 S 3,413,435 S 2,609,180
Accounts receivable, net 8 4,762,991 3,144,228
Inventories 9 3,353,299 1,880,571
Other current assets 10 502,048 238,147
Current assets 12,031,773 7,872,126
Real estate inventories 11 98,202 114,545
Property, plant and equipment, net 12 9,532,195 8,681,142
Right-of-use assets, net 17 800,001 314,190
Intangible assets, net 13 8,279,269 6,149,541
Deferred income taxes 22 1,131,708 1,274,772
Other non-current assets 14 438,805 226,677
Total $ 32,311,953 S 24,632,993
Liabilities and stockholders’ equity
Current liabilities:
Current portion of long-term debt 16 $ 409,853 $ 218,238
Current portion of finance lease liability 17 167,849 100,882
Trade accounts payable 3,106,486 1,905,321
Income taxes 22 854,097 559,534
Other current liabilities 15 2,961,365 2,016,800
Current liabilities 7,499,650 4,800,775
Long-term debt 16 9,468,423 6,694,914
Finance leases 17 678,698 205,015
Derivative financial instruments - 80,045
Employee benefits 18 595,370 567,088
Long term provisions 24 155,335 120,795
Income taxes 22 148,058 348,064
Deferred income taxes 22 408,222 344,086
Total liabilities 18,953,756 13,160,782
Stockholders’ equity:
Capital stock 19 203,053 203,053
Purchase of treasury stock 19 (937,204) (417,849)
Additional paid-in-capital 19 139,386 139,386
Retained earnings 15,027,523 11,931,904
Other comprehensive loss items 6and 18 (1,074,561) (702,441)
Stockholders' equity attributable
to controlling interest 13,358,197 11,154,053
Non-controlling interest - 318,158
Total stockholders’ equity 13,358,197 11,472,211
Total liabilities and stockholders’ equity S 32,311,953 S 24,632,993

See accompanying notes to these consolidated financial statements.

Federico Toussaint Elosua
Chief Executive Officer

Jorge Antonio Touché Zambrano
Chief Financial Officer



Consolidated statements
of income

Grupo Lamosa, S. A. B. de C. V. and Subsidiaries
For the years ended December 31, 2021 and 2020
(In thousands of Mexican pesos, except for the earning per share, which is in Mexican pesos)

Notes 2021 2020
Net sales 25 $ 27,186,757 $ 19,473,442
Cost and expenses:

Cost of sales 14,666,359 11,289,194

Operating expenses 20 6,084,408 4,639,232

Other operating income (expenses), net 158 (4,449)

20,750,925 15,923,977

Operating income 6,435,832 3,549,465

Interest expense 471,721 569,495

Interest income (166,866) (118,915)

Hyperinflation effects on net monetary position 141,719 (4,349)

Exchange loss, net 269,560 347,749

Derivative financial instruments 6 3,225 138,463

719,359 932,443

Income before income taxes 5,716,473 2,617,022

Income taxes 22 2,287,384 953,819

Net income of the year S 3,429,089 S 1,663,203
Attributable to:

Controlling interest $ 3,429,089 $ 1,647,276

Non-controlling interest - 15,927

$ 3,429,089 S 1,663,203

Earnings per basic and diluted share 4.v $ 9.49 $ 4.46

See accompanying notes to these consolidated financial statements.



Grupo Lamosa -

Consolidated statements

of other comprehensive income

Grupo Lamosa, S. A. B. de C. V. and Subsidiaries
For the years ended December 31, 2021 and 2020
(In thousands of Mexican pesos)

Financial Statments 2021

Notes 2021 2020
Net income of the year S 3,429,089 1,663,203
Other comprehensive income items:
ltem that can be potentially reclassified
to netincome of the year:
Valuation of derivative financial instruments,
net of taxes 22 169,379 (24,520)
Cumulative translation adjustments 19.h (543,388) 59,817
(374,009) 35,297
ltem that cannot be reclassified to
net income of the year:
Actuarial remeasurements of defined
benefits obligation 18 and 22 1,889 (24,878)
1,889 (24,878)
Total other comprehensive items (372,120) 10,419
Total comprehensive income of the year S 3,056,969 1,673,622
Comprehensive income attributable to:
Controlling interest S 3,056,969 1,655,252
Non-controlling interest - 18,370
$ 3,056,969 1,673,622

See accompanying notes to these consolidated financial statements.
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Consolidated statements of
changes in stockholders’ equity

Grupo Lamosa, S. A. B. de C. V. and Subsidiaries

For the years ended December 31, 2021 and 2020

(In thousands of Mexican pesos)

Purchase Additional
Capital of treasury Paid-In Retained
NOTES stock stock Capital Earnings
Balances as of January 1, 2020 S 203,053 S (130,180) 139,386 $ 10,594,946
Dividends declared 19.d (310,318)
Non-controlling interest in
acquired business
Purchase of treasury stock 19.b (287,669)
Comprehensive income 19.h 1,647,276
Balances as of December 31, 2020 203,053 (417,849) 139,386 11,931,904
Dividends declared 19.c (333,470)
Non-controlling interest in
acquired business
Purchase of treasury stock 19.b (519,355)
Comprehensive income 19.h 3,429,089
Balances as of December 31, 2021 S 203,053 S (937,204) 139,386 $ 15,027,523

See accompanying notes to these consolidated financial statements.
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Items of Other Comprehensive Income

Valuation of Remeasurement Total
Derivative of Defined Cumulative Total of participation Total
Financial Benefits Translation participation do not Stockholders’
Instruments Obligations Adjustment controller controller Equity
$ (1,538) $  (135,252) $ (573,627) $ 10,096,788 $ - $ 10,096,788
(310,318) (310,318)
299,788 299,788
(287,669) (287,669)
(24,520) (24,878) 57,374 1,655,252 18,370 1,673,622
(26,058) (160,130) (516,253) 11,154,053 318,158 11,472,211
(333,470) (333,470)
- (318,158) (318,158)
(519,355) (519,355)
169,379 1,889 (543,388) 3,056,969 3,056,969

$ 143,321 $  (158,241) $ (1,059,641) $ 13,358,197 $ - $ 13,358,197




48

Consolidated statements
of cash fFlows

Grupo Lamosa, S. A. B. de C. V. and Subsidiaries
For the years ended December 31,2021 and 2020
(In thousands of Mexican pesos)

2021 2020
Cash flows from operating activities:
Income before income taxes S 5,716,473 S 2,617,022
Adjustment for:
Depreciation and amortization 852,331 638,526
Other miscellaneous expenses 204,809 187,914
Interest income (166,866) (118,915)
Interest expense 471,720 569,495
Derivative financial instruments 3,225 138,463
Hyperinflation effects on net monetary position 141,719 (4,349)
Exchange loss, net 269,560 347,749
Asset impairment of property, plant and equipment 45,430 38,969
Inflationary effect (126,220) (23,449)
7,412,181 4,391,425
Changes in working capital:
Increase (decrease) in accounts receivable (840,721) 116,722
Increase (decrease) in inventories (339,064) 620,087
Increase in trade accounts payable 542,024 185,592
Increase (decrease) Other current liabilities (91,253) 296,195
Income taxes paid (1,319,783) (769,054)
Net cash flows generated by operating activities 5,363,384 4,840,967
Cash flows from investing activities:
Acquisition of property, plant and equipment (632,214) (271,129)
Interest income 166,866 118,915
Acquisition of intangible assets (2,619) (72,079)
Net cash flows used in acquisition in subsidiaries (4,966,172) (406,612)
Net cash flows used in investing activities (5,434,139) (630,905)
Cash flows from financing activities:
Bank loans 4,379,956 3,957,222
Payments for bank liabilities and finance lease liability (1,986,412) (5,671,528)
Interest paid (426,115) (491,059)
Purchase of treasury stock (519,355) (287,669)
Dividends paid (315,557) (293,980)
Net cash flows (provided used) in financing activities 1,132,517 (2,787,014)
Net increase in cash and cash equivalents 1,061,762 1,423,048
Cash and cash equivalents at beginning of year 2,609,180 1,226,968
Effects from changes in cash value (257,507) (40,836)
Cash and cash equivalents at end of the year $ 3,413,435 $ 2,609,180

See accompanying notes to consolidated financial statements.
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Notes to consolidated
financial statements

Grupo Lamosa, S. A. B. de C. V. and Subsidiaries
For the years ended December 31,2021 and 2020
(In thousands of Mexican pesos)

1. ACTIVITIES

Grupo Lamosa, S.A.B. de C.V. and its subsidiaries (the “Company”) are engaged in the manufacture and commercialization of
ceramic products for fFloor and wall coverings, and adhesive for ceramic tiles. The Company's address is Avenida Pedro Ramirez
Vazquez No. 200-1 Col. Valle Oriente C.P. 66269 San Pedro Garza Garcia, Nuevo Ledn, Mexico.

2. RELEVANT EVENTS

a.Acquisition of subsidiary - During on October, 2020, the Company acquired 51% of the shares representing the capital stock
of Eurcocerdmica, S.A.S. (“Eurocerdmica”), which is primarily engaged in the manufacture and sale of ceramic tiles in Colombia,
this date is considered as the moment on which the Company obtained control of Eurocerdmica . The Company carried out this
acquisition in order to expand its market, diversify risks, and strengthen its leadership in the industry. The amount paid in the
debt-free acquisition was made in Colombian pesos and amounted to the equivalent of $18.1 million U.S. dollars net of the
cash received, generating a preliminary goodwill of $67,510. Furthermore, on January 20, 2021, the Company completed the
transaction to acquire the remaining 49% of the shares representing the common stock of Eurocerdmica, S.A.S. denominated
in Colombian pesos, the transaction amounted to an equivalent of $17.5 million US dollars.

The Company's consolidated financial statements include the entity's financial information since the acquisition date. The
acquired business includes the wall and floor tiles segment.

As this acquisition is classified as a business combination pursuant to the requirements of IFRS 3, “Business Combinations”,
the purchase method will be applied to measure the assets acquired and liabilities assumed through the transaction. The
allocation of the purchase price was determined in 2021. The fair values of the assets acquired and liabilities assumed as a
result of this acquisition are as follows:

Consideration transferred net of cash received: S 752,641

Identifiable assets acquired and liabilities assumed:

Current assets S 310,464

Long-term assets 671,305
Total assets S 981,769
Liabilities

Current liabilities S 235,052

Long-term liabilities 88,789

Total liabilities $ 323,841
Net identifiable assets and liabilities S 657,928
Share acquired 100%
Net acquisition identifiable assets and liabilities 657,928
Goodwill $ 94,713

As the allocation of the purchase price was determined in 2021, the preliminary figures recognized in 2020 have been
reclassified to noncurrent assets to reflect this price allocation.
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The main reclassifications in the statement of financial position as of December 31, 2020 resulting from the allocation of
acquisition prices are as follows:

Reported Reclassified

figures Reclassifications figures

Property, plant and equipment, net $ 9,044,348 S (363,206) S 8,681,142
Intangible assets, net 5,868,627 280,914 6,149,541
Deferred income taxes 400,242 (56,156) 344,086
Non controlling interest 344,294 (26,136) 318,158

b. Acquisition of subsidiary — On September 1, 2021, the Company acquired 100% of the shares representing the common
stock of Tiles Investments and Holding, S.L. (“Roca”), the holding company of a group of companies primarily engaged in the
manufacture and sale of ceramic products for floors and walls in the United States, Brazil and Spain. This acquisition was made
by the Company to expand its market, diversify risks and strengthen its industry leadership.

Giventhatthisacquisition qualifies asa business combination according to the requirements of International Financial Reporting
Standard 3, “Business combinations”, the purchase method will be used to measure the assets acquired and liabilities assumed
as a result of the transaction. The acquisition was made on a debt-free basis by considering a payment of $241.4 million US
dollars, net of received cash, thereby generating preliminary goodwill of $2,240,291. A portion of the acquisition was financed
by contracting a credit of US$200 million dollars, while the remainder was financed with the Company’'s own resources.

As of December 31, 2021 and with the support of independent appraisers, the Company is in the process of completing the
allocation of the purchase price to the net assets identified in the transaction to determine their fair values at the acquisition
date, accordingly, these headings and the goodwill heading may be modified. The values of the acquired net assets presented
in these consolidated financial statements must be considered as preliminary in conformity with the provisions of International
Financial Reporting Standard 3, which allows a 12-month period for completing the allocation of the purchase price as of the
acquisition date.

The preliminary values of the acquired net assets condensed as of September 1, 2021 are presented below:.

Transferred payment, net of received cash:

Cash S 4,884,112
Identifiable acquired assets and assumed liabilities:
Current assets S 2,367,589
Long-term assets 2,232,732
Total assets S 4,600,321
Liabilities
Current liabilities S 1,304,015
Long-term liabilities 652,485
Total liabilities $ 1,956,500
Net of identifiable assets and liabilities S 2,643,821
Acquired interest 100%
Acquisition net of identifiable assets and liabilities 2,643,821
Goodwill S 2,240,291
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The sales and net profit of the four-month period ended December 31, 2021 contributed by the acquired business were
$1,597,495 and $132,726, respectively.

If the acquisition of Roca had been completed on January 1, 2021, income would have increased by $4,734,517 (unaudited)
and profit would have increased by $444,110 (unaudited).

Given that the results of the acquired operations have been included in the consolidated financial statements since the
acquisition date, the 2021 consolidated statements of income and the statement of financial position are not comparable
with those of the prior year. The 2021 consolidated statement of cash flows presents the Company’s acquired operations as a
single line item within investment activities, net of acquired cash.

3. BASIS OF PRESENTATION AND CONSOLIDATION

a. Statement of compliance - The consolidated financial statements have been prepared in  conformity with International
Financial Reporting Standards (“IFRS”) and their amendments as issued by the International Accounting Standards Board
("IASB").

b. Explanation for translation into English — The accompanying consolidated financial statements have been translated from
Spanish into English for use outside of Mexico. Certain accounting practices applied by the Company that conform with IFRS
may not conform with accounting principles generally accepted in the country of use.

c. Application of new or revised International Financial Reporting Standards (“IFRS” or “IAS"”) which are mandatory for
the present or prior years and/or are not yet effective.

During the current year, the Company has applied a series of modified interpretations issued by the IASB, which are of
mandatory application for the accounting period starting on or as of January 1,202 1. The conclusions related to their adoption
are described below:.

Initial effect derived from the application of the interest rate benchmark reform

During the prior year, the Company adopted Phase 1 of the interest rate benchmark reform amendments: Amendments to
IFRS 9/IAS 39 and IFRS 7. These amendments specifically modify hedge accounting requirements to allow hedges to continue
during a period of uncertainty before the hedged items or hedging instruments are modified as a result of the interest rate
benchmark reform.

During the current year, the Company adopted Phase 2 of the interest rate benchmark reform amendments - Amendments
to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16. The adoption of these amendments allows the Company to reflect the transition
effects of the Interbank Offered Rate (IBOR) at a benchmark interest rate (also known as a “risk-free rate” or RFR) without
generating an effect that could result in information that is not useful for financial statement users. The Company has not
reissued the prior period. However, the amendments have been applied retrospectively, with any adjustment recognized in
the appropriate capital components as of January 1, 2021.

The Phase 1 and 2 amendments are relevant for the Group because it utilizes hedge accounting due to its benchmark interest
exposure. During the current year, certain modifications have been made in response to the reform for derivative and non-
derivative financialinstruments (but not all) with maturitiesin 2021 (the date when this reformis expected to be implemented).

Details of the derivative and non-derivative financial instruments affected by the interest rate benchmark reform and a
summary of the measures implemented by the Entity to manage the resulting risks and accounting effects, including the
hedge accounting effect, are also presented.

The amendments are relevant for the following types of hedging relationships and financial instruments held by the Entity, all
of which mature after 2021 when the reform is expected to be implemented:

« Fair Value Hedges in which the LIBOR rate is linked to derivatives designated as fair value hedges for fixed-rate debts
related to the GBP LIBOR risk component;

« Cash Flow Hedges in which the IBOR rate is linked to derivatives designated as IBOR cash flow hedges associated with bank
loans; and

 Bills of exchange and lease liabilities referenced to the LIBOR rate and subject to the interest rate benchmark reform.
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The application of the amendments affects the Company’s accounting in the following manner:

- The Company has issued debt denominated at a fixed rate whereby its fair value is hedged by using the fixed rate with
LIBOR rate swaps. The amendments allowed the continuity of hedge accounting even when, at a future date, the LIBOR
benchmark rate may not be separately identifiable and uncertainty may arise as regards the replacement of free, variable
rates, including interest rate swaps. However, this measure does not extend to the requirement whereby interest rate
risk components must continue to be reliably measured. If risk components cannot be reliably measured, the accounting
relationship will be discontinued.

The following paragraph will be relevant for entities that apply the hedge accounting requirements of IAS 39.

« The Company will not discontinue hedge accounting, while retrospectively considering hedge effectiveness outside the
range of 80-125% and when the hedging relationship is subject to the risk-free benchmark rate. In the case of derivatives
that are not subject to the interest rate benchmark reform, the Company will continue to suspend hedging accounting if
the retrospective effectiveness lies outside the range of 80-125%.

The Company will continue to apply the Phase 1 amendments to IFRS 9/IAS 39 until the uncertainty generated by the reform
of benchmark reference rates ends as regards the duration and amount of the underlying cash flows to which the Company
is exposed. The Company expects this uncertainty to continue until its contracts linked to an IBOR rate are amended at the
specific date on which benchmark rates are replaced and the basis of the cash flows derived from alternative benchmark rates
may be determined, including any fixed spread.

As a result of Phase 2 amendments:.

* When the contractual terms of the Company’s loans are amended as a direct result of the interest rate benchmark reform
and the new basis for determining contractual cash flows is equal to the basis immediately preceding the amendment, the
Company will modify the basis used for determining contractual cash flows by prospectively revising the effective interest
rate. If additional amendments not directly related to the reform are applied, the requirements of IFRS 9 are applied to
other amendments.

« When a lease is modified as a result of the interest rate benchmark reform and a new basis used for determining lease
payments is economically equivalent to the prior basis, the Company remeasures the lease liability to reflect the discounted
lease payment by using a revised discount rate that reflects the modification of the basis used to determine contractual
cash flows.

« When changes are made to hedging instruments, items and the hedged risk as a result of the interest rate benchmark
reform, the Company updates the respective hedge documentation without discounting the hedging relationship and,
in the case of a cash flow hedge, the amount accrued in the cash flow hedge reserve is considered in conformity with the
Sterling Overnight Index Average (“SONIA”).

« Asregards the fair value of noncontractual benchmark interest rate hedges in transition to the alternative benchmark rate
when the risk rate cannot be separately identified at the designation date, the Company considers that it has fulfilled the
separate identification requirement at the designation date if it reasonably expects that a specific interest rate component
will end within 24 months as of the date on which the alternative benchmark rate is designated, regardless of the period
for which this hedge was determined. The 24-month period is applied on a rate-by-rate basis.

The initial effect of the COVID-19 Rent Concessions of IFRS 16 after June 30, 2021 - amendment of IFRS 16

During the prior year, the Company adopted the COVID-19 Rent Concessions of IFRS 16 (amendment of IFRS 16) ahead of
time, which provides practical expedients when accounting for lessee concessions as a direct result of COVID-19, including a
practical expedient in IFRS 16.

In March 2021, the IASB issued COVID-19 Rent Concessions after June 30, 2021 (amendment of IFRS 16). When the IASB
published the amendments to IFRS 16 in May 2020, the lessor was allowed to apply the rent concession practical expedient
to any lease payment reduction affecting original payments before or as of June 30, 2021. Given the nature of the COVID-19
pandemic, the amendment established a practical expedient for the application of these original payments before or as of
June 30, 2022.
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During the current year, the Company applied the amendments to IFRS 16 (as they were issued by the IASB in May 2021) prior
to their effective date.

The practical expedient allows a lessee to decide not to evaluate whether a rent affected by COVID-19 constitutes a lease
amendment. A lessee making this choice must account for any rent payment change resulting from the COVID-19 rent
concession by applying IFRS 16 as though the change were not a lease amendment.

The practical expedient is only applicable to rent concessions directly related to COVID-19 and only if the following conditions
are fulfilled:

a) The change in lease payments results in a consideration that is substantially the same or less than the lease consideration
immediately preceding the change.

b) Any lease payment reduction only affects payments owed on or before June 30, 2022 (a rent concession fulfills this
conditionifit resultsin a payment reduction before June 30, 2022 or increases lease payments beyond June 30, 2022); and

¢) There is no substantive amendment of any other lease clause or condition.

Accounting effect generated by the practical expedient on lease payment changes

The Company has applied the practical expedient retrospectively to all rent concessions that fulfill the conditions detailed in
IFRS 16:46B and has not reissued prior periods.

The Company quantified the benefits and concluded that they are insignificant.

New and amended IFRS which are not yet effective

As of the authorization date of these financial statements, the Company has not applied the following new and revised IFRS,
which have been issued but are not yet effective. The Company is in the process of determining the effect that the adoption
of these amendments will have on its financial statements:

+  Amendments to IAS 16 — Proceeds before the Intended Use of Property, Plant and Equipment

«  Amendments to IAS 37 — Cost of Fulfilling an Onerous Contract

- Amendments to IFRS 1 - First Time Adoption of IFRS

«  Amendments to IFRS 9, Financial Instruments

« Amendments to IAS 1 - Classification of Liabilities as Current and Non current

- Amendments to IAS and practical expedient 2 of IFRS — Disclosure of accounting policies

* Amendments to IAS 8 — Definition of accounting estimates

- Amendment to IAS 12 — Deferred tax related to assets and liabilities arising from a single transaction.

» IFRS 17 —Insurance contracts

d. Basis of preparation - The consolidated financial statements were prepared based on the historical cost, except for the
net assets and the results of the operations of the Company in Argentina, an economy that is considered hyperinflationary,

which are expressed in terms of the unit of current measurement to date of the end of the reporting period. In general, the
historical cost is based on the fair value of the consideration given in exchange for the assets.

e.Impact of COVID 19 -During the first months of 2020, the infectious disease COVID-19 caused by the coronavirus appeared
and was declared by the World Health Organization (WHO) as a Global Pandemic on March 11, 2020, its global expansion
motivated a series of containment measures in the different geographies where the Company operates, and certain sanitary
measures were taken by both the Mexican authorities and the different governments where the Entity operates to stop the
spread of this virus.
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Due to the uncertainty and duration of this pandemic, and given the prevailing complicated and uncertain environment,
the Company maintained a focus on liquidity in order to ensure the proper functioning of its operations. During the year,
special emphasis was placed on the efficient Management of working capital and the optimization of bank debt, allowing the
Company to maintain a healthy financial structure.

Despite the sanitary measures implemented as a result of the global pandemic of COVID-19 in Mexico as well as in other
countries where the company has a presence, whichin some casesimplied the stoppage of productive activities, the Company's
results presented a positive performance at the end of 2021 and 2020.

The reorientation of family spending in the face of the pandemic towards items such as home remodeling, significantly
boosted the demand for the Company’s products, achieving results above those of the previous year, and even surpassing the
projections made at the beginning of the year. This allowed the Company to maintain its workforce and even achieve record
results, obtaining important achievements during the year. Among the main achievements are: a significant decrease in the
Company’s level of indebtedness and leverage, an improvement in the debt rating by HR Ratings, increasing it from AA- to
AA, as well as the acquisition of the Colombian company Eurocerdmica with internal cash flow, allowing the Company to
strengthen its current positioning in Colombia through Cerdmica San Lorenzo and Tiles Investment and Holding, S. L., and to
continue with the Company’s organic and inorganic growth strategy.

f. Local, functional and reporting currency — The individual financial statements of each subsidiary of the Company are
prepared in the currency of the primary economic environment in which the Company operates (its functional currency). For
the purpose of these consolidated financial statements, the results and the financial position of each Company are converted
into Mexican pesos, which is the functional currency of the operations of the Company, and the reporting currency of the
consolidated financial statements.

Subsidiaries that operate abroad whose functional currency is different from the presentation currency of the consolidated
financial statements convert their financial statements using the following exchange rates: 1) closing for assets and liabilities
and 2) historical for capital accounting and 3) the date of the transaction for income, costs and expenses. Moreover, if the
functional currency in which a foreign subsidiary operates corresponds to a hyperinflationary economy, its financial statements
are restated by applying the requirements of IAS 29, Financial Report in Hyperinflationary Economies, using the price index of
the country of origin of the functional currency, and subsequently converted using the closing exchange rate for all items for
consolidation purposes. The conversion effects arising from the consolidation of the Company’s subsidiaries are recorded in
stockholders’ equity, within the other comprehensive income items.

The following table shows the functional currencies of the main foreign operations of the Company, which are the record currency:

Country Currency
Argentina Argentinian Peso (ARS)
Chile Chilean Peso (CLP)
Colombia Colombian Peso (COP)
United States U.S Dollar (USD)

Peru Peruvian Sol (PEN)
Guatemala Quetzal (GTQ)
Brazil Brazilian Real (BRL)
Spain Euro (EUR)

g. Inflationary effect recognition — The functional currency of the Company’s subsidiaries corresponds to a non-
hyperinflationary economy, except for the Argentine operation where, as of July 1, 2018, the cumulative inflation rate of the
last three years approaches or exceeds 100%, qualifying as a hyperinflationary economy and in accordance with IAS 29, the
financial information of that subsidiary is expressed in purchasing power as of that date and at the end of the fiscal year in
the consolidated financial statements.

For the years ended December 31,2021 and 2020, inflation in Argentina was 50.9% and 36.1%, respectively.

h. Classification of costs and expenses - The costs and expenses presented in the consolidated statements of income were
classified based on their function, as that is the common practice of the industry the Company participates in. Thus, cost of
sales was separated from the remaining costs and expenses.
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i. Basis of consolidation — The financial statements of Grupo Lamosa, S.A.B. de C.V. (“Glasa”) and those of the controlled
companies were considered to prepare the consolidated financial statements. Control is achieved when the Company has
the power over the investee, when it is exposed or has the rights to obtain variable returns from its participation, and has the
capacity to govern the financial and operating policies of the investee so as to obtain benefits from its activities. Glasa owns
100% of the capital stock of its subsidiaries. For consolidation purposes, all the significant balances and transactions between
affiliated companies have been eliminated.

The subsidiaries and associates grouped by business segment, which form part of the continuing operations of Glasa, are
as follows:

Ceramic

Administradora Lamosa, S. A. de C. V. (previously Administradora Lamosa, S. A. de C. V. SOFOM E. N. R.)
Cerdmica Belcaire, S.A. ™

Cerdmica Cordillera Comercial, S. A.

Cerdmica San Lorenzo Colombia, S. A. S.

Cerdmica San Lorenzo, I. C. S. A.

Ceramica San Lorenzo Industrial de Colombia, S. A.
Cerdmica San Lorenzo, S. A. C.

Eurocerdmica, S.A.S.®

Estudio Cerdmico México, S.A.de C.V. @

Cerdmica Cordillera, S.A. (previously Inversiones San Lorenzo, S. A.).
Incepa Revestimientos Cerdmicos, Ltda.

ltalaise, S. A.de C. V.

Lamosa Revestimientos, S. A. de C. V.

PLG Ceramics, Inc.

Porcelanite Lamosa, S. A.de C. V. ©®

Lamosa Energia de Monterrey, S. A. de C. V.

Roca Tiles Inc.

Roca Tiles Spain, S.L. @

Servigesa, S. A.de C. V. @

Tiles Investments and Holding, S.L.

United States Ceramic Tile, Inc. ™

Adhesives Business

Adhesivos Perdura, S. A.de C. V. @
Crest Norteamérica, S. A.de C. V. ®
Ladrillera Monterrey, S. A. de C. V.
Niasa México, S. A.de C. V. ©®
Solutek Chile, S.p.A.

Tecnocreto, S.A.

Corporate and others

Lamosa Servicios Administrativos, S. A.de C. V.
Inmobiliaria Revolucidén, S. A. de C. V.

Grupo Inmobiliario Viber, S. A. de C. V.

Servicios de Administracién el Diente, S. A. de C. V.

Companies acquired on September 1, 2021.
Associated companies where the Company has a 49% share interest.

Surviving Company after the merger of July 30, 2021 with Gres, S. A.de C. V., Gresaise, S. A. de C. V., Inmobiliaria Porcelanite,
S. A.de C.V, Ital Gres, S. A. de C. V., Mercantil de Pisos y Banos, S. A. de C. V., Pavillion, S. A. de C. V., Porcel, S. A. de C.
V, Revestimientos Lamosa México, S. A. de C. V., Revestimientos Porcelanite, S. A. de C. V., Revestimientos y Servicios
Comerciales, S. A. de C. V. and Servicios Comerciales Lamosa, S. A. de C. V.

Surviving Company after the merger of July 30, 2021 with Adhesivos de Jalisco, S. A. de C. V., Soluciones Técnicas para la
Construccién, S. A. de C. V. and Soluciones Técnicas para la Construccién del Centro, S. A. de C. V.

Surviving Company after the merger of July 30, 2021 with Crest, S. A. de C. V.
Surviving Company after the merger of July 30, 2021 with Industrias Niasa, S. A. de C. V.

Surviving Company after the merger of July 30, 2021 with Servicios Administrativos Lamosa, S. A. de C. V. and Servicios
Industriales Lamosa, S. A. de C. V.

Company acquired on October 1, 2020.
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4. SIGNIFICANT ACCOUNTING POLICIES

a. Cash and cash equivalents — Cash and cash equivalents includes cash on hand, sight bank deposits, and short-term
investments that are readily convertible to cash, not subject to significant risk of changes in their value. Cash and cash
equivalents are measured at nominal value and yields are recognized in profit or loss as they are accrued.

b. Financial assets -The Company subsequently classifies and measures its financial assets based on the Company'’s business
model to manage financial assets, and on the characteristics of the contractual cash flows of such assets. This way financial
assets can be classified at amortized cost, at fair value through other comprehensive income, and at fair value through profit or
loss. Management determines the classification of its financial assets upon initial recognition. Purchases and sales of financial
assets are recognized at settlement date.

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

Amortized cost and effective interest method

The effective interest method is a method to calculate the amortized cost of a debt instrument and to allocate the interest
income during the relevant period.

The amortized cost of a financial asset is the amount at which the financial asset is measured in the initial recognition less
the repayments of the principal, plus the accumulated amortization using the effective interest method of any difference
between that initial amount and the amount of maturity, adjusted for any loss. The gross book value of a financial asset is the
amortized cost of a financial asset before adjusting any provision for losses.

Interest income is recognized using the effective interest method for debt instruments measured subsequently at amortized
cost and at fair value through other comprehensive income. For financial assets acquired or originated that have credit
impairment, the Company recognizes interest income by applying the adjusted effective interest rate for credit at the
amortized cost of the financial asset as of its initial recognition. The calculation does not return to the gross base, even if the
credit risk of the financial asset subsequently improves, so that the financial asset no longer has a credit deterioration.

Classes of financial assets
i. Financial assets at amortized cost

Financial assets at amortized cost are those that i) are held within a business model whose objective is to hold said assets in
order to collect contractual cash flows; and ii) the contractual terms of the financial asset give rise, on specified dates, to cash
flows that are solely payments of principal and interest on the amount of outstanding principal.

ii. Financial assets at fair value through other comprehensive income

Financial assets at fair value through other comprehensive income are those whose business model is based on both collecting
contractual cash flows and selling the financial assets; and their contractual terms give rise, on specified dates, to cash flows
that are solely payments of principal and interest on the amount of outstanding principal. As of December 31,2021, and 2020,
the Company does not hold financial assets to be measured at fair value through other comprehensive income.

iii. Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss, in addition to those described in pointiin this section, are those that do not
meet the characteristics to be measured at amortized cost or fair value through other comprehensive income, since: i) they
have a business model different to those that seek to collect contractual cash flows, or collect contractual cash flows and sell
the financial assets, or otherwise ii) the generated cash flows are not solely payments of principal and interest on the amount
of outstanding principal.
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Despite the previously mentioned classifications, the Company may make the following irrevocable elections in the initial
recognition of a financial asset:

a. Disclose the subsequent changes in the fair value of an equity instrument in other comprehensive income, only if such
investment (in which no significant influence, joint control or control is maintained) is not held for trading purposes, oris a
contingent consideration recognized as a result of a business combination.

b. Assign a debtinstrument to be measured at fair value in profit or loss, if such election eliminates or significantly reduces an
accounting mismatch that would arise from the measurement of assets or liabilities or the recognition of profits and losses
on them in different basis.

As of December 31,2021 and 2020, the Company has not made any of the irrevocable designations described above.

Foreign exchange gains and losses

The carrying amount of financial assets that are denominated in a foreign currency is determined in that foreign currency and
translated at the spot rate at the end of each reporting period, recognized in comprehensive income.

Impairment of financial assets

The Company recognizes lifetime expected credit loss (ECL) for trade receivables with clients and contract assets. The expected
credit losses on these financial assets are estimated using a provision matrix based on the Company'’s historical credit loss
experience for a range of clients with the objective of determining a percentage of default risk, adjusted for factors that are
specific to the debtors, such as possible guarantees, insurance policies, general economic conditions and an evaluation of both
the current direction and the forecast conditions at the reporting date, including time value of money where appropriate.

For all other financial instruments, the Company recognizes lifetime ECL when there has been a significant increase in credit
risk since initial recognition. However, if the credit risk on the financial instrument has not increased significantly since initial
recognition, the Company measures the loss allowance for that financial instrument at an amount equal to 12-month ECL.

Significant increase in credit risk

In assessing whether the credit risk on a financial instrument has increased significantly since initial recognition, the Company
compares the risk of a default occurring on the financial instrument at the reporting date with the risk of a default occurring on
the financial instrument at the date of initial recognition. In making this assessment, the Company considers both quantitative
and qualitative information thatis reasonable and supportable, including historical experience and forward-lookinginformation
that is available without undue cost or effort. Forward-looking information considered includes the future prospects of the
industries in which the Company'’s debtors operate, obtained from economic expert reports, financial analysts, governmental
bodies, relevant think-tanks and other similar organizations, as well as consideration of various external sources of actual and
forecast economic information that relate to the Company’s core operations.

In particular, the following information is taken into account when assessing whether credit risk has increased significantly
since initial recognition:
* Anactual or expected significant impairment in the financial instrument’s external (if available) or internal credit rating;

- Significant impairment in external market indicators of credit risk for a particular financial instrument, e.g. a significant
increase in the credit spread, the credit default swap prices for the debtor, or the length of time or the extent to which the
fair value of a financial asset has been less than its amortized cost;

« Existing or forecast adverse changes in business, financial or economic conditions that are expected to cause a significant
decrease in the debtor’s ability to meet its debt obligations;

* Anactual or expected significant impairment in the operating results of the debtor;
- Significantincreases in credit risk on other financial instruments of the same debtor;

« Anactual or expected significant adverse change in the regulatory, economic, or technological environment of the debtor
that results in a significant decrease in the debtor’s ability to meet its debt obligations.
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Despite the outcome of the above assessment, the Company presumes that the credit risk on a financial asset has increased
significantly since initial recognition when contractual payments are more than 180 days for national customers, and 90 days
for foreign customers.

Despite the foregoing, the Company assumes that the credit risk on a financial instrument has not increased significantly since
initial recognition if the financial instrument is determined to have low credit risk at the reporting date. A financial instrument
is determined to have low credit risk if:

(1) The financial instrument has a low risk of default,
(2) The debtor has a strong capacity to meet its contractual cash flow obligations in the near term, and

(3) Adverse changes in economic and business conditions in the longer term may, but will not necessarily, reduce the ability of
the borrower to fulfill its contractual cash flow obligations.

The Company considers that a financial asset has low credit risk when the asset has an “investment grade” external credit
rating, according to the globally accepted definition, or if an external rating is not available, that the asset has an internal
“achievable” rating. Achievable means that the counterparty has a strong financial position, and there are no outstanding past
amounts.

For financial guarantee contracts, the date on which the Company becomes part of the irrevocable commitment is considered
to be the date of initial recognition for the purpose of assessing the impairment of the financial instrument. In assessing
whether there has been a significant increase in credit risk since the initial recognition of financial guarantee contracts, the
Company considers changes in the risk that the specified debtor will default the contract.

The Company regularly monitors the effectiveness of the criteria used to identify whether there has been a significantincrease
in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying significant increase in credit
risk before the amount becomes past due.

Definition of default

The Company considers the following as constituting an event of default for internal credit risk Management purposes as
historical experience indicates that financial assets that meet either of the following criteria are generally not recoverable:

« When there is a breach of financial covenants by the debtor; or

« Information developed internally or obtained from external sources indicates that the debtor is unlikely to pay its creditors,
including the Company, in full

Despite the above analysis, the Company considers that default has occurred when a financial asset is more than 180 days past
due for national customers and 90 days for foreign customers.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events that have a detrimental impact on the estimated future cash
flows of that financial asset have occurred. Evidence that a financial asset is credit-impaired includes observable data about
the following events: significant financial difficulty of the issuer or the borrower; a breach of contract, such as a default or past
due event; the lenders of the borrower, for economic or contractual reasons relating to the borrower’s financial difficulty,
having granted to the borrower a concession that the lenders would not otherwise consider; it is becoming probable that the
borrower will enter bankruptcy or other financial reorganization.

Derecognition of financial assets

The Company derecognizes a financial asset only when the contractual rights to the cash flows from the asset expire, or when
it transfers the financial asset and substantially all the risk and rewards of ownership of the asset to another company or where
there is information indicating that the debtor is in serious financial difficulty and there is no realistic prospect of recovery,
when the debtor has been placed in liquidation or has entered a bankruptcy process, or in the case of receivables, when legal
procedures that allow their recovery are exhausted, whichever comes first. Financial assets written off may still be subject to
compliance activities under the Company’s recovery procedures, taking into account legal advice where appropriate. When
a financial asset measured at amortized cost is written off, the difference between the carrying amount of the asset and the
sum of the consideration received and receivable is recognized in income.
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Measurement and recognition of expected credit losses

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e. the magnitude
of the loss if there is a default) and the exposure at default. The assessment of the probability of default and loss given
defaultis based on historical data adjusted by forward-looking information as described above. As for the exposure at default,
for financial assets, this is represented by the assets’ gross carrying amount at the reporting date; for financial guarantee
contracts, the exposure includes the amount drawn down as at the reporting date, together with any additional amounts
expected to be drawn down in the future by default date determined based on historical trend, the Company’s understanding
of the specific future financing needs of the debtors, and other relevant forward-looking information.

For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows that are due to
the Company and all the cash flows that the Company expects to receive, discounted at the original effective interest rate in
case the value of money in time is a factor to consider.

c. Inventories — Inventories are stated at the lower of cost and net realizable value. Net realizable value represents the
estimated selling price for inventories less all estimated costs of completion and costs necessary to make the sale. Costs of
inventories are determined on a weighted average cost method basis and include the acquisition or production cost, which
is incurred when purchasing or producing a product and other costs incurred in bringing inventories to their current location
and condition. For inventories of finished goods and inventories in progress, cost includes an appropriate share of production
overheads based on normal operating capacity.

d. Real estate inventories — Real estate inventories mainly consist of land and materials incurred in the real estate business
activity of the Company, and are valued at the lower of cost or net realizable value.

e. Property, plant and equipment - Property, plant and equipment are initially recorded at their cost of acquisition net of
accumulated depreciation and/or accumulated impairment losses, if any. The borrowing costs related to the acquisition of
qualifying asset are capitalized as part of the cost of that asset, according to the Company’s policy. The improvements that
have the effect of increasing the value of the asset, either because they increase the service capacity, improve efficiency or
extend the useful life of the asset, are capitalized. Lower maintenance costs are recognized directly in costs in the period they
are made. Depreciation of assets begins when the asset is ready for use.

The estimated useful lives, residual values and depreciation method are reviewed at the end of each reporting period, with
the effect of any changes in estimate accounted for on a prospective basis.

Except for the depreciation of machinery and equipment, which is depreciated based on units produced with the total
estimated asset during its service life, the depreciation of other fixed assets is calculated under the straight-line method
based on the estimated useful lives, as follows:

Years
Buildings and improvements 35to 40
Transportation equipment 4to5
Computer equipment 4
Furniture and equipment 10

Gain or loss on the sale or retirement of property, plant and equipment is calculated as the difference between the netincome
from the sale and the carrying amount of the asset and is recorded in other income (expenses) of the operations, when all
significant risks and rewards of ownership of the asset are transferred to the buyer, which normally occurs when ownership
of the property is transferred.

f. Borrowing costs — Borrowing costs directly attributable to the acquisition, construction or production of qualifying assets,
which are assets that necessarily take a substantial period of time to get ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are substantially ready for their intended use or sale, are added to the cost
of those assets during the construction phase and up to the beginning of operation and / or exploitation. Investment income
earned on the temporary investment of specific borrowings pending their expenditure on qualifying assets is deducted from
the borrowing costs eligible for capitalization. All other borrowing costs are recognized in profit or loss in the period in which
they are incurred.
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g. Investment in associates — An associate is an entity over which the Company has significant influence and that is neither
a subsidiary nor an interest in a joint venture. Significant influence is the power to participate in the financial and operating
policy decisions of the investee but is not control or joint control over those policies.

The results, other comprehensive income items, assets and liabilities of associates are incorporated in these consolidated
financial statements using the equity method of accounting. Under the equity method, an investment in an associate is initially
recognized in the consolidated statements of financial position at cost and adjusted thereafter to recognize the Company’s
share of the profit or loss and other comprehensive income of the associate. When the Company’s share of losses of an
associate exceeds the Company’s interest in that associate, the Company discontinues recognizing its share of further losses.
Additional losses are recognized only to the extent that the Company has incurred legal or constructive obligations or made
payments on behalf of the associate.

Any excess of the cost of acquisition over the Company’s share of the net fair value of the identifiable assets, liabilities and
contingent liabilities of an associated company recognized at the date of acquisition is recognized as goodwill. The goodwill is
included in the carrying amount of the investment and is assessed for impairment. Any excess of the Company'’s share of the
net fair value of the identifiable assets, liabilities and contingent liabilities over the cost of acquisition, after reassessment, is
recognized immediately in profit or loss.

When necessary, the impairment test of the total carrying value of the investment (including goodwill) in accordance with
IAS 36, Impairment of Assets, as a single asset by comparing its recoverable amount (higher of value in use and fair value less
cost of sales) against its carrying value. Any impairment loss recognized is part of the carrying amount of the investment. Any
reversal of that impairment loss is recognized in accordance with IAS 36 to the extent that the recoverable amount of the
investment subsequently increases.

When a group entity transacts with its associate, profits and losses resulting from the transactions with the associate are
recognized in the Company'’s consolidated financial statements only to the extent of interests in the associate that are not
related to the Company.

The balance of investments in associates is presented within the heading of other non-current assets in the consolidated
statement of financial position..

h. Leases

The Company as lessee

The Company assesses whether a contract is or contains a lease, at inception of the contract. The Company recognises a
right-of-use asset and a corresponding lease liability with respect to all lease arrangements in which it is the lessee, except
for short-term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets (such as tablets
and personal computers, small items of office furniture and telephones). For these leases, the Company recognises the lease
payments as an operating expense on a straight-line basis over the term of the lease, unless another systematic basis is more
representative of the time pattern in which economic benefits from the leased assets are consumed.

Lease liabilities are initially measured at the present value of lease payments that are not paid at the commencement date,
discounted by the rate implicit in the lease. If this rate cannot be readily determined, the Company uses incremental rates.

Lease payments included in the measurement of the lease liability consist of:

» Fixed lease payments (including fixed in-substance payments), less any lease incentives received;

» Variable annuity payments that are dependent on an index or rate, initially measured using the index or rate at the
commencement date;

« The expected amount to be paid by the lessee under residual value guarantees;
» The exercise price of purchase options if the lessee is reasonably certain to exercise the options; and
» Penalty payments resulting from lease termination if the lease term reflects the exercise of a lease termination option.
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Lease liabilities are presented as a separate item in the consolidated statement of financial position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest accrued on the lease liability
(using the effective interest method) and reducing the carrying amount to reflect lease payments made.

The Company revalues the lease liability (and makes a corresponding adjustment to the related right-of-use asset) whenever:

« The lease term is changed or there is a significant event or change in the circumstances of the lease resulting in a change
in the assessment of the exercise of the purchase option, in which case the lease liability is measured by discounting the
discounted lease payments using an updated discount rate.

« Lease payments are changed as a result of index or rate changes or a change in the expected payment under a guaranteed
residual value, in which case the lease liability is revalued by discounting the updated lease payments using the same
discount rate (unless the change in lease payments is due to a change in a variable interest rate, in which case an updated
discount rate is used).

« Alease is amended and the lease amendment is not accounted for as a separate lease, in which case the lease liability is
revalued based on the lease term of the amended lease, discounting the updated lease payments using a discount rate
updated to the effective date of the amendment.

The Company did not make any of the aforementioned adjustments in the periods presented.

Rights-of-use assets consist of the initial measurement of the related lease liability, lease payments made on or before the
commencement date, less any lease incentives received and any initial direct costs. The subsequent valuation is the cost less
accumulated depreciation and impairment losses.

If the Company incurs an obligation arising from the costs of dismantling and removing a leased asset, restoring the site
on which it is located or restoring the underlying asset to the condition required by the terms and conditions of the lease,
a provision measured in accordance with IAS 37 should be recognized. To the extent that costs are related to a right-of-use
asset, the costs are included in the related right-of-use asset, unless such costs are incurred to generate inventories.

Rights-of-use assets are depreciated over the shorter of the lease term and the useful life of the underlying asset. If a lease
transfers ownership of the underlying asset or the cost of the right-of-use asset reflects that the Company plans to exercise
a purchase option, the right-of-use asset is depreciated over its useful life. Depreciation begins at the commencement date
of the lease.

Rights-of-use assets are presented as a separate item in the consolidated statement of financial position.

The Company applies IAS 36 to determine whether a right-of-use asset is impaired and accounts for any impairment loss
identified as described in the ‘Property, plant and equipment’ policy.

As a practical report, IFRS 16 permits not separating the non-lease components and instead accounting for any lease and its
associated non-lease components as a single arrangement. The Company has not used this practical report. For contracts
containing lease components and one or more additional lease or non-lease components, the Company allocates contract
consideration to each lease component under the method of the relative independent selling price of the lease component
and the relative independent selling price aggregated for all non-lease components (see Note 17).

i. Intangible assets - Intangible assets represent payments whose benefits will be received in future years. The Company
classifies its intangible assets into definite and indefinite-lived assets according to the period in which the Company expects
to receive benefits.

Intangible assets with finite lives are amortized over their estimated useful lives. Intangible assets with indefinite lives are not
amortized and are subject to an annual evaluation to determine if there is impairment of assets.

The main intangible assets of the Company are trademarks, goodwill, and investments in software.
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j. Goodwill - Goodwill arising from a business combination and recognized as an asset at the date that control is acquired (the
acquisition date).

Goodwill is not amortized but assessed for impairment at least annually. For the purposes of impairment testing, goodwill
is allocated to each of the Company’s cash-generating units (or groups of cash-generating units) that is expected to benefit
from the synergies of the combination. Cash-generating units to which goodwill has been allocated are tested for impairment
annually, or more frequently when there is indication that the unit may be impaired. If the recoverable amount of a cash-
generating unit is less than its carrying amount, the impairment loss is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets of the unit pro rata based on the carrying amount of each asset in
the unit. An impairment loss recognized for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable amount of goodwill is included in the determination of the
profit or loss on disposal.

k. Impairment of tangible and intangible assets other than goodwill- At the end of each reporting period, the Company
reviews the carrying amounts of its tangible and intangible assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any). When it is not possible to estimate the recoverable amount of
an individual asset, the Company estimates the recoverable amount of the cash-generating unit to which the asset belongs.
When a reasonable and consistent basis of allocation can be identified, corporate assets are also allocated to individual cash-
generating units, or otherwise they are allocated to the smallest group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the
time value of money and the risks specific to the asset for which the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying amount, the carrying
amount of the asset (or cash-generating unit) is reduced to its recoverable amount. An impairment loss is recognized
immediately in profit or loss. When an impairment loss is subsequently reversed, the carrying amount of the asset (or cash-
generating unit) isincreased to the revised estimated value at its recoverable amount, such that the increased carrying amount
does not exceed the carrying amount that would have been determined if an impairment loss had not been recognized for
that asset (or cash-generating unit) in prior years. The reversal of an impairment loss is immediately recognized in profit or
loss.

l. Financial liabilities — Financial liabilities are classified as either financial liabilities “at FVTPL" or “debt or other financial
liabilities measured at amortized cost”.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial liability is either held for trading or it is designated as at FVTPL.
Financial liabilities at FVTPL are stated at fair value, with any gains or losses arising on remeasurement recognized in profit or
loss. The net gain or loss recognized in profit or loss incorporates any interest paid on the financial liability and is included in
the ‘other gains and losses’ line item in the consolidated statements of income.

Debt and other financial liabilities measured at amortized cost

This classification includes loans with banking institutions, and other financial liabilities, which are initially recognized at fair
value net of the transaction costs and are subsequently measured at amortized cost using the effective interest rate method,
recognizing the interest expenses on an effective yield basis.

Financial liabilities are classified as short- term and long-term according to their maturity.

The effective interest method is a method of calculating the amortized cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated future cash payments
through the expected life of the financial liability, or (where appropriate) a shorter period, to the net carrying amount on
initial recognition.
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Derecognition

The Company derecognizes financial liabilities only when the Company’s obligations are fulfilled, cancelled or have expired.
When the Company exchanges with the existing lender one debtinstrument in another with substantially different terms, this
exchange is accounted for as an extinguishment of the original financial liability and recognition of a new financial liability.
Similarly, the Company considers the substantial modification of the terms of an existing liability or part of it as an extinction
of the original financial liability and recognition of a new liability. It is assumed that the terms are substantially different if
the present discounted value of the cash flows under the new terms, including any net paid rate of any rate received and
discounted, using the original effective rate, is at least 10% different from the remaining cash flows of the original financial
liability. The costs incurred in the refinancing are recognized immediately in results at the date of termination of the previous
financial liability.

Meanwhile, if the modification is not substantial, the difference between: (1) the carrying amount of the liability before the
modification; and (2) the present value of the cash flows after the modification must be recognized in profit or loss as a result
of changes in other gains and losses.

m. Derivative financial instruments — The Company values and recognizes all operations with derivative financial instruments
in the consolidated statements of financial position as either an asset or liability at fair value, regardless of the purpose of
holding them.

The fair value of these instruments is determined based on the present value of cash flows. This method involves estimating
future cash flows of derivatives according to the fixed rate of the derivative and the forward curve at that date to determine
the variable cash flows, using the appropriate discount rate to estimate the present value. All derivatives of the Company are
classified in Level 2 of the fair value hierarchy.

Fair value measurements in Level 2 are those derived from different information than quoted prices included within Level 1
(Fair value measurements are those derived from quoted prices (unadjusted) in active markets for identical assets or liabilities)
that can be seen for the asset or liability, either directly (e.g., as prices) or indirectly (e.g., derived from prices).

At the inception of the hedge relationship of a derivate financial instrument, the Company ensures that all hedge
accounting requirements are complied with, and documents its designation at the inception of the hedge, describing
the objective, characteristics, accounting treatment and the way the measurement of effectiveness will be performed,
applicable to that operation.

Derivatives designated as hedges for accounting purposes are accounted for based on the type of hedge: (1) for fair value
hedges, changes in both the derivative and the hedged item are recognized at fair value and are recognized in profit or loss,
(2) when cash flows hedges, the effective portion is temporarily recognized in other comprehensive income and in profit or
loss when the hedged item affects it; the ineffective portion is recognized immediately in profit or loss.

The Company applies hedge accounting to foreign exchange risk arising from its investments in foreign operations due
to changes in exchange rates originating between the functional currency of such operation and the functional currency
parent company, regardless of whether the investment is maintained directly or through a sub-holder. The change in
exchange rates is recognized in the other comprehensive income as a part of the foreign translation effect, when the
foreign operation is consolidated.

Therefore, the Company designates as a hedging instrument the debt denominated in a foreign currency, so the foreign
exchange effects arising from such debt are recognized in the other comprehensive income, in the translation effects, to the
extent that the hedging is effective. When the hedge accounting is not effective, exchange rate differences are recognized
in results.

Hedge accounting is discontinued when the Company revokes the hedging relationship, when the hedging instrument expires
or is sold, terminated, or exercised, when it no longer qualifies for hedge accounting or effectiveness is not sufficient to
compensate changes in fair value or cash flows of the hedged item.

When discontinuing cash flow hedge accounting, any gain or loss recognized in other comprehensive income and accumulated
in equity at that time remains in equity and is recognized when the forecast transaction is ultimately recognized in profit or
loss. When it is no longer expected to occur, the gain or loss accumulated in equity is recognized immediately in profit or loss.
Where a hedge for a forecasted transaction is proved satisfactory and subsequently does not meet the effectiveness test, the
cumulative effects in other comprehensive income in equity are recognized in proportion to profit or loss, to the extent that
the forecasted asset or liability affects it.

Certain derivative financial instruments contracted for hedging from an economic perspective that do not meet all the
requirements under the standard, are designated for accounting purposes as FVTPL. The fluctuation in the fair value of these
derivative instruments are recognized in the consolidated statements of income.
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The Company mainly uses currency forwards and market price of generic goods (natural gas) swaps, to manage its exposure
to fluctuations in interest rates, foreign exchange, and market prices of natural gas, respectively.

n. Short-term employee benefits — Short-term employee benefits are calculated based on the services provided, considering
their current salaries and the liability is recognized as it accrues. It mainly includes workers’ profit sharing (PTU) payable,
vacations and vacation premiums, and incentives.

0. Statutory employee profit sharing (PTU) - PTU is recorded in the period’s profit or loss in which it is incurred and presented
in cost of goods sold and operating expenses.

p. Termination benefits — The Company provides benefits upon termination of employment under certain circumstances
required. These benefits consist of a lump sum payment of three months’ salary plus 20 days per year worked in the event of
unjustified dismissal.

Termination benefits are recognized when the Company decides to terminate the employment relationship with an employee
or when the employee accepts an offer of termination.

g. Long- term employee benefits — The Company provides its employees long-term benefits that consist of defined
contribution plans and defined benefit plans.

Legal defined contribution plan — The Company makes contributions equivalent to 2% of the salary of their workers to their
plan defined contribution plan based on the retirement savings requirements established by law. The expense recognized for
this item was $28,150in 2021 and $25,038 in 2020.

Defined contribution plan — The Company has a pension plan with defined contribution benefits for certain employees,
equivalent to a maximum of 6.25% of their annual taxed wage.

The Company has two types of retirement: normal retirement, which applies when turning 65 years of age, and early
retirement, which applies when turning 55 years of age with at least 5 years of service.

In the case of leaving prior to retirement, the employee’s entitlements on contributions will be adjusted to the years of service
with the Company.

Defined benefit plans — For defined benefit plans, the cost of providing benefits is determined using the projected unit credit
method, with actuarial valuations being carried out at the end of each reporting period. All remeasurements of the Company’s
defined benefit obligations such as actuarial gains and losses are recognized directly in other comprehensive income (“OCl")
and shall not be recycled to profit or loss at any time. The Company presents service costs within cost of sales and operating
expenses, and presents net interest cost within interest expense in the consolidated statements of income. The projected
benefit obligation recognized in the consolidated statements of financial position represents the present value of the defined
benefit obligation as of the end of each reporting period.

The defined benefit plans that the Company provides to its employees are:

Seniority premium—In accordance with Mexican Labor Law, the Company provides seniority premium benefits to its employees
under certain circumstances. These benefits consist of a one-time payment equivalent to 12 days wages for each year of
service (at the employee’s most recent salary, but not to exceed twice the legal minimum wage), payable to all employees
with 15 or more years of service, as well as to certain employees terminated involuntarily prior to the vesting of their seniority
premium benefit.

Pension plan —The Company maintains for certain employees a pension plan with defined benefits that consists of a one-time
payment or a monthly payment determined based on their base pay according to age and years of service. The retirement
ages are: normal. - Staff with 50 years of age and at least 5 years of service; advanced. - Staff with 45 years of age and at least
15 years of service, and early. — Staff with 40 years of age and a minimum of 10 years of service.

Additionally, for certain employees who are not subject to the pension plan, the Company recognizes, as specific benefits
plan, an implicit obligation derived from the practices that are usually carried out, where it grants certain employees, when
they have a retirement, an equivalent benefit to three months plus 20 days of salary for each year of service. This implicit
obligation is related to the period of time in which an employee provided his services to the Company.
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r. Provisions - Provisions are recognized when the Company has a present obligation (legal or constructive) as a result of a
past event, it is probable that the Company will be required to settle the obligation, and a reliable estimate can be made of
the amount of the obligation.

The amount recognized as a provision is the best estimate of the consideration required to settle the present obligation at
the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. When a provision
is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of those
cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from a third party,
a receivable is recognized as an asset if it is virtually certain that reimbursement will be received and the amount of the
receivable can be measured reliably.

s. Revenue recognition — Revenues comprise the fair value of the consideration received or to receive for the sale of goods
and services in the ordinary course of the transactions, and are presented in the consolidated statement of income, net
of the amount of variable considerations, which comprise the estimated amount of returns from customers, rebates and
similar discounts.

To recognize revenues from contracts with customers, the comprehensive model for revenue recognition is used, which is
based on a five-step approach consisting of the following: (1) identify the contract; (2) identify performance obligations in the
contract; (3) determine the transaction price; (4) allocate the transaction price to each performance obligation in the contract;
and (5) recognize revenue when the Company satisfies a performance obligation.

Revenue from the sale of goods and products

Contracts with customers are formalized by commercial agreements complemented by purchase orders, whose costs comprise
the promises to produce, distribute and deliver goods based on the contractual terms and conditions set forth, which do not
imply a significant judgment to be determined. When there are payments related to obtaining contracts, they are capitalized
and amortized over the term of the contract.

Performance obligations held by the Company are not separable, and are not partially satisfied, since they are satisfied at a
point in time, when the customer accepts the products. Moreover, the payment terms identified in most sources of revenue
are short-term, with variable considerations including discounts given to customers, without financing components or
guarantees. These discounts are recognized as a reduction in revenue; therefore, the allocation of the price is directly on the
performance obligations of production, distribution and delivery, including the effects of variable consideration.

The Company recognizes revenue at a point in time, when control of sold goods has been transferred to the customer, which
is given upon delivery of the goods promised to the customer according to the negotiated contractual terms. The Company
recognizes an account receivable when the performance obligations have been met, recognizing the corresponding revenue;
moreover, the considerations received before completing the performance obligations of production and distribution are
recognized as customer advances.

Dividend income frominvestments is recognized once the rights of stockholders to receive this payment have been established
(when it is probable that the economic benefits will flow to the Company and the revenue can be reliably determined).

t. Income taxes — Income tax expense represents the sum of the tax currently payable and deferred tax.

Current tax

Current tax corresponds to income tax (“ISR”) and is recorded in the income of the year when incurred. Taxable profit differs
from profit as reported in the consolidated statements of income because of items of income or expense that are taxable or
deductible in other years and items that are never taxable or deductible. The Company’s liability for current tax is calculated
using the tax rates that have been enacted or substantively enacted at the end of the reporting period.
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Deferred tax

Deferred tax is recognized on the temporary differences between the carrying amounts of assets and liabilities in the
consolidated financial statements and the corresponding tax bases used in the computation of taxable profit, including tax
loss benefit. Deferred income tax asset is presented net of the reserve arising from the uncertainty of the realization of
certain benefits.

On initial recognition, such deferred tax assets and liabilities are not recognized if the temporary difference arises from
goodwill or from the initial recognition (other than in a business combination) of other assets and liabilities in a transaction
that affects neither the taxable profit nor the accounting profit. Deferred tax liabilities are recognized for taxable temporary
differences associated with investments in subsidiaries and associates, and interests in joint ventures, except where the
Company is able to control the reversal of the temporary difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from deductible temporary differences associated with such
investments and interests are only recognized to the extent that it is probable that there will be sufficient taxable profits
against which to utilize the benefits of the temporary differences and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to the extent that it
is no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax liabilities and assets are measured at the tax rates that are expected to apply in the period in which the liability is
settled or the asset realized, based on tax rates (and tax laws) that have been enacted or substantively enacted by the end of
the reporting period. The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the Company expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

Deferred tax assets and deferred tax liabilities are offset when there is a legal right and when they relate to income taxes
relating to the same taxation authority and the Company intends to liquidate its assets and liabilities on a net basis.

Current and deferred tax are recognized in profit or loss, except when they relate to items that are recognized in other
comprehensive income or directly in equity, in which case, the current and deferred tax are also recognized in other
comprehensive income or directly in equity respectively. Where current tax or deferred tax arises from the initial accounting
for a business combination, the tax effect is included in the accounting for the business combination..

The business assets tax ("IMPAC"), expected to be recoverable is recorded as a tax credit and is presented in the consolidated
statements of financial position increasing income tax deferred asset.

u.Foreign currency transactions—Foreign currency transactions are recognized at the rates of exchange prevailing at the dates
of the transactions. At the end of each reporting period, monetary items denominated in foreign currencies are retranslated
at the rates prevailing at that date. Exchange differences on monetary items are recognized in profit or loss in the period in
which they arise, except for capitalization of borrowing costs during the construction of assets, exchange rate differences
arising from transactions related to foreign currency risk hedges. Management has determined that the functional currency
of its Mexican operations is the Mexican peso and in the main foreign operations is the U.S. dollar, Argentine peso, Chilean
peso, Colombian peso, Peruvian sol and quetzal, which do not differ of the record currency.

For the purposes of presenting the consolidated financial statements, the Company'’s assets and liabilities in foreign currency
and its foreign currency transactions are expressed in Mexican pesos, using the foreign exchange rates in effect at the end
of the period. Income and expense items are translated into the average exchange rates in effect of the period, unless they
fluctuate significantly during the period, in which case the exchange rates at the transaction date are used. Differences arising
in foreign exchange rates, if any, are recognized in other comprehensive income, and are accumulated in stockholders’ equity.
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The main closing exchange rates as of December 31, 2021 and 2020 for the consolidated statement of financial position and
approximate average of 2021 and 2020 of the accounts of the consolidated statement of income, are as follows:

As of December 31, 2021

Currency Closing Average
U.S. Dollar 20.5835 20.9853
Colombian Peso 0.0051 0.0052
Peruvian Sol 5.1574 5.1942
Argentinian Peso 0.2003 0.2059
Chilean Peso 0.0242 0.0247
Quetzal 2.6053 2.6053
Euro 23.3135 23.7207
Brazilian real 3.6884 3.7139

As of December 31, 2020

Currency Closing Average
U.S. Dollar 19.9487 21.4885
Colombian Peso 0.0058 0.0058
Peruvian Sol 5.5122 6.1409
Argentinian Peso 0.2371 0.3071
Chilean Peso 0.0280 0.0271
Quetzal 2.5000 2.7300

v. Earnings per share (“EPS”) - EPS is calculated by dividing the consolidated net income by the weighted average number
of shares outstanding during the period. Earnings per share are based on 361,226,483 and 372,750,679 weighted average
shares outstanding during 2021 and 2020, respectively. The Company does not have potentially dilutive instruments

5. CRITICAL ACCOUNTING JUDGMENTS AND KEY UNCERTAINTY SOURCES IN ESTIMATES

In the application of the accounting policies mentioned in Note 4, the Company’'s Management makes judgments, estimates
and assumptions about certain amounts of assets and liabilities of the consolidated financial statements. The estimates and
associated assumptions are based on experience and other factors that are considered relevant. Actual results could differ
from such estimates

The estimates and associated assumptions are continuously reviewed. Amendments to accounting estimates are recognized
in the period in which the estimate is modified, future periods if the change affects both current and future periods

Discount rate estimation to calculate the present value of future minimum rent payments
The Company estimates the discount rate to be used in determining the lease liability, based on the incremental loan rate (“IBR")

The Company usesathree-level model, withwhichit determines the three elements that make up the discountrate: (i) reference
rate, (ii) credit risk component and (i) adjustment for characteristics of the underlying asset. In said model, Management also
considers its policies and practices to obtain financing, distinguishing between that obtained at the corporate level (that is,
by the holding company), or at the level of each subsidiary. Finally, for real estate leases, or in which there is significant and
observable evidence of their residual value, the Company estimates and evaluates an adjustment for the characteristics of
the underlying asset, taking into account the possibility that said asset may be granted as collateral or guarantee against the
risk of default

Estimation of default probabilities and recovery rate to apply the model of expected losses in the calculation of impairment
of financial assets

The Company assigns to customers with whom it maintains an account receivable at each reporting date, either individually or
as a group, an estimate of the probability of default on the payment of accounts receivable and the estimated recovery rate,
with the purpose of reflecting the cash flows expected to be received from the outstanding balances on said date. See Note 8
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Useful lives of fixed and intangible assets

Useful lives and residual values of fixed and intangible assets are used to determine depreciation expense and amortization
of such assets, except for machinery and equipment which are depreciated on the basis of units produced estimating a total
production, and are defined in accordance with internal specialists. Useful lives and residual values are reviewed periodically at
least once a year, based on the current conditions of the assets and the estimate of the period during which they will continue
to generate economic benefits to the Company. If there are changes in the related estimate, measurement of the net carrying
amount of assets and the corresponding depreciation or amortization expense are affected prospectively. See Note 4.e and 4.i.

Valuations to determine the recoverability of deferred tax assets

As part of the tax analysis that the Company makes, on an annual basis it determines the projected taxable income based on
the judgements and estimates of future operations, to conclude on the probability of recoverability of deferred tax assets,
such as including tax losses and other tax credits. See Note 22.

Impairment of long lived assets

The carrying amount of long-lived assets is reviewed for impairment when situations or changes in circumstances indicate that
it is not recoverable. If there are indicators of impairment, a review is carried out to determine whether the carrying amount
exceeds its recoverable amount and whether it is impaired. The evaluation of impairment is estimated in accordance to what
is mentioned in Note 4.k.

The Company reviews on an annual basis the circumstances that provoked animpairment loss derived from the cash generating
units to determine if such circumstances have been modified and if they have generated reversal conditions. In case of a
positive conclusion, the next step is to calculate the recoverable amount and, if it is appropriate the reversal of impairment
previously recognized. In case of having recognized an impairment loss of goodwill, no reversal procedure is applied. See
Notes 12 and 13.

Assumptions made in defined benefit plan obligations

The Company uses assumptions to determine the best estimate for its employee retirement benefits. Assumptions and
estimates are established in conjunction with independent actuaries. These assumptions include demographic hypothesis,
discount rates and expected increases in remunerations and future permanence, among others. Although the assumptions
are deemed appropriate, a change in such assumptions could affect the value of the employee benefit liability and the results
of the period in which it occurs. See Note 18.

Additionally, the Company’s management makes certain critical judgements, which are explained below:.

Significant influence

The Company holds a 49% interest in both Estudio Cerdmico México, S.A. de C.V. and Servigesa, S.A. de C.V,, but since it
does not hold the majority of the substantive rights in these entities and does not have the power and the ability to affect
variable returns, it has concluded that it does not have control over them. See Note 3.h. The balances of these investments in
associates as of December 31, 2021 and 2020 were $ 37,481 and $37,447, respectively.

Identification of a general Price index in Argentina

As of July 1, 2018, the Company reflects the effects of hyperinflation on the financial information of its subsidiary in Argentina
using price indexes that are considered appropriate in accordance with Resolution 539/19 JG (“the Resolution”) of the
Argentine Federation of Professional Councils of Economic Sciences. This resolution establishes that a combination of price
indexes should be used in the calculation of the effects of restatement of financial statements. Therefore, the Company has
decided to use the CPI (Consumer Price Index) to restate balances and transactions.

The price indexes used to restate the financial statements of the subsidiary in Argentina are as follows:

Year Index
2021 582.4575
2020 385.8826
2019 283.4442

Contingencies

The Company is subject to transactions or contingent events on which it uses professional judgment in the development of
estimates of probability of occurrence. The factors considered in these estimates are the legal situation at the date of the
estimate, and the opinion of legal advisors. See Note 21.
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6. OBJECTIVES OF RISK MANAGEMENT IN FINANCIAL INSTRUMENTS

The Company is exposed to different financial risks inherent in its operation, which are evaluated through a risk Management
program and are listed as follows: a) market risk which included foreign exchange risk, interest and price rates mainly natural
gas, b) liquidity risk, and c) credit risk, for which it seeks to manage the potential negative effects thereof in its financial
performance. According to the valuation of these risks and internal guidelines, the Company carries out operations with
derivative financial instruments, which are only for purposes of hedging and must be previously approved by the Finance
Committee, comprised of independent and related party members of the Company’s Board of Directors.

6.1 Categories and fair value of financial instruments
Below are the financial instruments and their fair value based on their category:

December 31,

2021 2020
Financial assets:
Cash and cash equivalents $ 3,413,435 S 2,609,180
Accounts receivable 4,762,991 3,144,228
Derivative financial instruments @ 131,394 16,305
Financial liabilities:
Amortized cost liabilities ¢ $ 13,831,310 S 9,124,370
Derivative financial instruments @ 2,055 135,080

" Measured at amortized cost. The book value of cash and equivalents, accounts receivable and short-term financial liabilities,
approximates their fair value because they are shot-maturity instruments.

@ Instruments measured at fair value through profit or loss.

@ The fair value of long-term debt and finance leases is similar to their book value as they reflect the amounts at which they
might be exchanged and/or settled. Additionally, the contractual terms and conditions are similar to market conditions at
the reporting date.

6.2 Market risk

6.2.1 Foreign exchange risk

The Company and its subsidiaries exposure to the volatility of the exchange rate of the Mexican peso against the U.S. dollar for
the financial instruments is shown as follows (figures in this Note are expressed in thousands of U.S. dollars — US$):

2021 2020

Financial asset uss 47,978 uss 61,900
Financial liabilities (458,669) (329,404)
Liability position uss (410,691) USS  (267,504)
Equivalent in Mexican pesos $ (8,453,454) $ (5,336,357)

The exchange rates in effect at the date of consolidated financial statements per U.S. dollar were as follows:

As of December 31, 2021 As of December 31, 2020

$ 205835 $19.9487

At January 31,2022, the interbank exchange rate established by Banco de Mexico was $20.7283 Mexican pesos per U.S. dollar.

Sensitivity analysis of exchange risk

Because the Company has a borrowing position in foreign currency, mainly due to debt and finance leases in US dollars it is
exposed to variations in exchange rates. In this position in foreign currency, if the exchange rate increases or decreases, the
exchange effects would be against or in favor, respectively. Therefore, if as of December 31, 2021, the Mexican peso/U.S. dollar
ratio increased by $3.00 Mexican pesos, then the amount of net monetary position in foreign currency would have increased
by $1,232,072 impacting income before taxes and the Company's stockholders’ equity would have resulted in an exchange
loss. If additionally, such ratio had decreased by $3.00 Mexican pesos, the effect would have been the opposite. Both scenarios
represent the amount that management considers reasonably possible to occurin a year given current market volatility.
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Derivative financial instruments to hedge the exposure to the exchange rate, interest rate and translation effect

As of December 31,2021 and 2020, the Company has a USD/MXN exchange rate call spread strategy to mitigate the exchange
rate risk for a portion of its USD financing payments. In addition, the Company has designated seven Cross Currency Swaps
(CCS) as accounting hedges, four of them with USD/MXN exchange rates and three of them with USD and various Latin
American currencies (USD/COP, USD/PEN and USD/CLP). The objective of these hedges is to mitigate the exchange rate risk
(USD/MXN) and the interest rate risk (Libor) derived from the payment of interest and principal of its foreign currency financing
scheme. Another objective for the Latin American currency swaps is to hedge the translation effect of the netinvestmentin its
subsidiaries in Colombia, Peru and Chile. Both the CCS and Calls Spreads are in the Parent Company; therefore, the Company
has formally documented these hedging relationships at the individual entity and consolidated level.

As of December 31, 2020, the Company had fifteen USD/MXN exchange rate Call Spread strategies to mitigate the exchange
rate risk of a portion of its financing payments denominated in USD. This strategy was classified as a cash flow accounting
hedge. During 2021, the Call Spread strategies designated by the Company were terminated ahead of time due to the total
payment of the hedged financing scheme denominated in USD.

In 2020, four USD/MXN exchange rate CCS were designated as cash flow hedges for interest payments and amortization of its
foreign currency financing scheme. The economic relationship is clear and the characteristics are aligned.

In addition, three CCS were designated as cash flow and net foreign investment hedges for USD and various Latin American
currencies (COP, PEN and CLP) to mitigate interest rate risks, exchange rate fluctuations of the financing scheme, and the
translation effect of the net investment in its subsidiaries in Colombia, Peru and Chile, since the presentation currency differs
from its functional currencies. The Company contracted each CCS with the objective of reducing transaction costs; therefore,
for accounting and hedge evaluation purposes, it divides the derivatives into synthetic derivatives to hedge each hedged
item individually (financing and net investment scheme). Although the economic relationship of the strategy is clear, its
characteristics are not closely aligned.

The characteristics of the CCS designated as accounting hedges of exchange rate, interest rate and translation effect risk
(USD/COP, USD/PEN, USD/CLP) are as follows:

2021
CCSBBVA CCSBBVA CCSBBVA CCS Scotiabank
Characteristics 175577 175137 177169 63496/ C63495
DFl heading in BS [] [ [ [
Currency usD usb usbD usD
Notional $23,640,000 $23,640,000 $21,965,500 $23,640,000
Coupon receives Libor 3M Libor 3M Libor 3M Libor 3M
Currency MXN MXN MXN MXN
Notional $501,026,160 $508,141,800 $461,275,500 $498,567,600
Coupon pays 1.978% 2.00% 1.939% 1.925%
Maturity 17-oct-24 17-oct-24 17-oct-24 17-oct-24
Amortization MXN $205,991,280 $208,931,400 $189,661,500 $204,994,800
Amortization USD $9,720,000 $9,720,000 $9,031,500 $9,720,000
Book value $4,656 $1,465 $6,490 $6,386
Change in fair value to measure ineffectiveness $4,400 $1,247 $6,235 $5,984
Effect recognized in IS for reclassifications $(7,840) $(10,817) $(5,477) $(6,774)
Recognized in OCI, net of reclassifications $8,747 $8,597 $8,378 $9,212
Ineffectiveness recognized in results - - - -
Change in fair value of the hedged item
to measure ineffectiveness $(4,360) $(1,181) $(6,216) $(5,992)
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CCS Citibank CCS Citibank CCS Citibank
Characteristics C8TV20693368 C91B20693210 C91K20693365
DFI heading in BS [ [ [
Currency usb usb usD
Notional $18,419,500 $60,000,000 $7,000,000
Coupon receives Libor 3M Libor 3M Libor 3M
Currency COP PEN CLP
Notional $70,749,299,500 $215,400,000 $5,579,000,000
Coupon pays 1.445% 0.69% 0.452%
Maturity 17-oct-24 17-oct-24 17-oct-24
Amortization USD $7,573,500 $24,300,000 $2,835,000
Amortization COP/PEN/CLP $29,089,813,500 $87,237,000 $2,259,495,000
Book value $15,958 $83,993 $9,648
Change in fair value to measure ineffectiveness $17,505 $80,927 $9,669
Effect recognized in IS for reclassifications $(9,834) $(32,589) $(3,802)
Recognized in OCl, net of reclassifications $18,055 $81,607 $9,415
Ineffectiveness recognized in results - - -
Change in fair value of the hedged item to measure ineffectiveness $(17,429) $(81,043) $(9,683)
2020
CCSBBVA CCSBBVA CCSBBVA CCS Scotiabank
Characteristics 175577 175137 177169 C63496/ C63496
DFI heading in BS -] [ [ [
Currency usD usbD usbD usD
Notional $24,000,000 $24,000,000 $22,300,000 $24,000,000
Coupon receives Libor 3M Libor 3M Libor 3M Libor 3M
Currency MXN MXN MXN MXN
Notional $508,656,000 $515,880,000 $468,300,000 $506,160,000
Coupon pays 1.978% 2.00% 1.939% 1.925%
Maturity 17-oct-24 17-oct-24 17-oct-24 17-oct-24
Amortization MXN $213,621,120 $216,669,600 $196,686,000 $202,587,200
Amortization USD $10,080,000 $10,080,000 $9,366,000 $10,080,000
Book value $(18,390) $(21,959) $(14,586) $(16,481)
Change in fair value to measure ineffectiveness $(17,163) $(20,600) $(13,532) $(15,246)
Effect recognized in IS for reclassifications $(14,390) $(17,476) $(11,500) $(13,269)
Recognized in OCl net of reclassifications $(2,800) $(3,138) $(2,160) $(2,249)
Ineffectiveness recognized in results - - - -
Change in fair value of the hedged item to measure
ineffectiveness $17,950 $21,498 $14,195 $15,981
CCS Citibank CCS Citibank CCS Citibank
Characteristics C8TV20693368 C91B20693210 C9IK20693365
DFI heading in BS [ [ [
Currency usb usb usD
Notional $18,700,000 $60,000,000 $7,000,000
Coupon receives Libor 3M Libor 3M Libor 3M
Currency COP PEN CLP
Notional $71,826,700,000 $215,400,000 $5,579,000,000
Coupon pays 1.445% 0.69% 0.452%
Maturity 17-oct-24 17-oct-24 17-oct-24
Book value $(23,517) $(4,324) $(7,471)
Change in fair value to measure ineffectiveness $(20,888) $(3,854) $(6,708)
Effect recognized in IS for reclassifications $(15,111) $(49,548) $(5,780)
Recognized in OCI net of reclassifications $(5,884) $31,656 $(1,183)
Ineffectiveness recognized in results - - -
Change in fair value of the hedged item to measure ineffectiveness $21,986 $5,965 $7,136
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During 2021, the cash flow hedge contracted to cover financing payments denominated in USD was terminated because the
hedged item (financing) was prepaid. Consequently, the call spreads were settled in advance. As of December 2021 closing,
there is no call spread currently in effect.

2020
Characteristics Call Spreads
DFl hedge in BS []
Currency USD/MXN
Notional $50,625,000
Maturity February, May, August and November
of each year through August 2024
High strike 30and 32
Low strike 25and 27
Asset carrying amount $16,305
Change in fair value to measure ineffectiveness $16,305
Effect recognized in profit or loss -
Recognized in other comprehensive income, net of reclassifications $(567)
Ineffectiveness recognized in profit or loss -
Change in fair value of hedged item to measure ineffectiveness $16,305
Change in fair value of derivative financial instrument vs. 2019 $2,219

As of December 31, 2021, the results of the effectiveness of CCS hedges confirm that the hedging relationship is highly
effective, as changes in fair value and cash flows of the hedged item are offset within the range of effectiveness established
by the Company. The prospective effectiveness test resulted in an average of 98.99% for the exchange rate and interest rate
hedges, and 99.61% for the hedge of net investment abroad, confirming that there is an economic relationship between the
hedging instruments and the hedged instrument. As of December 31, 2020 the results of the effectiveness was 96.3% for the
exchange rate and interest rate hedges and 97.02% for the hedge of net investment. To assess effectiveness, a hypothetical
derivative is modeled with the characteristics of each hedged item. For those derivatives that hedge 3 risks (USD/COP, USD/
PEN and USD/CPL), the hypothetical derivatives are modeled for each risk individually to assess them directly with each
synthetic derivative. The hedging ratio as of December 31, 2021 and 2020 was on average 100% for the hedged risk of the
financing scheme and 39%, 64%, and 8% for net investments in Colombia, Peru and Chile, respectively, and 58%, 64% and
10% in December 2020.

In these hedging relationships described above, the source of ineffectiveness can be caused by three main reasons: the
difference in the settlement date of the derivatives and the hedged item, credit risk and synthetic derivative modeling and
market rate definition. For the years ended December 31, 2021 and 2020 a ineffectiveness in results.

As of December 31, 2021 and 2020, there were forward currency contracts for a notional amount of the commitment for
supplier invoices, all of which correspond to import hedges. The characteristics of these contracts are as follows:

Characteristics 2021 2020

Currency usb/CLP usb/CLP
Notional $6,164,951 $10,104,352
Maturity January, February, March January, February,
March

and Abril 2022 and Abril 2021
Average strike $837.03 $755.92
Book value Assets (Liabilities) $2,800 $(28,352)
Effect recognized in profit or loss $1,913 $(11,389)
Recognized in other comprehensive income, net of taxes and reclassifications $647 $12,383

Asof December 31,2021, the Company has futures contracts foranominalamount equal toits billing obligations denominated
in foreign currency with suppliers. The characteristics of these contracts are as follows:

Characteristics 2021

Currency USD/ARS
Notional $24,394,000
Maturity January 2022
Average strike $107.13
Book value Assets (Liabilities) $(2,055)
Effect recognized in profit or loss $-
Recognized in other comprehensive income, net of taxes and reclassifications $(1,337)
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6.2.2 Interest rate risk

As of December 31,2021, 80% of bank debt is contracted at a variable rate, which exposes the Company to interest rate risk.
Exposure to risk lies mainly in the variations that could occur in the reference interest rate used as a base in Mexico and in the
United States (Equilibrium Interchange Rate or “TIIE” at 28 days and the London Interbank Offered Rate or 3-month “LIBOR".

The Company monitors trends in interest rates, specifically the 28-day TIIE and 3-month LIBOR, the TIIE level has increased
during 2021, the LIBOR has reached its lowest levelin June but ended in the same level as started in the year. As of December
31,2021, the Company maintains a debt balance denominated in national currency for $ 2,000 million at a fixed rate of 9.12%
and $ 39,816 with a 28-day TIIE rate plus a surcharge between 2.5% and 4%. Additionally, it maintains a debt denominated in
US dollars for US $ 177.3 million, with a 3-month LIBOR rate plus a 1.60% surcharge; US $ 200 million with a 3-month LIBOR
rate plus a 1.85% surcharge.

Sensitivity analysis of interest risk

If as of December 31, 2021, the interest rates on the Company’s debt instruments had increased one percentage point, which
represents the percentage that Management considers reasonably possible to occur in the coming year, the impact in income
before income taxes and the Company’s stockholders’ equity would be an expense of $156,365. The increase of interest rates
would generate a decrease of the income while a decrease in such rates would generate a benefit to the income.

6.2.3 Natural gas price risk

The Company is exposed to fluctuations in the price of natural gas. During the years ended December 31, 2021 and 2020,
the Company consumed natural gas of approximately 15,245,198 and 11,994,476 million British Thermal Units (“MMBTUS"),
respectively. Based on the guidelines established by the Finance Committee to hedge the risk of the rise in the price of gas, a
strategy to hedge this input has been implemented by contracting derivative financial instruments that have been classified
as cash flow hedges. As of December 31,2021 and 2020, the Company does not have hedges for natural gas.

As of December 31, 2021 and 2020, and January 31, 2022, the issuance date of the consolidated financial statements, the
market price of natural gas was US$5.5400, US$2.8300 and US$4.6600, U.S. dollars of MMBTUS respectively.

Sensitivity analysis of natural gas price risk

If as of the December 31, 2021, the gas price had increased by 10%, which represents the percentage that Management
considers reasonably possible to occur in the coming year, the Company’s income before taxes would have decreased by
$164,094, having an effect in stockholders’ equity of $114,866. If additionally, such ratio had decreased by 10%, then the
effect would be the opposite.

6.3 Liquidity risk

The Company is exposed to different industry factors, as well as to economic factors, which could affect the cash flow of its
operations. Some of these factors are not controllable by the Company; however, the Company manages the liquidity risk
through the monthly review of actual and projected cash flows to anticipate and react to potential future events.

A contractual payments’ analysis of non-derivative financial liabilities is disclosed in Note 16 and 17. This risk is managed by
maintaining a proper cash balance for its operation and debt service, complemented by available lines of credit with various
banks which as of December 31, 2021, are fully available.

6.4 Credit risk

The maximum exposure to credit risk is represented by accounts receivable as shown in the consolidated statements of
financial position. The client portfolio is comprised mostly of moral persons with experience in construction finishes and
with a considerable track record in the distribution of the products of the Company’s brands, which generally constitute an
important source in their business lines.

For its credit risk Management, the Company carries out a thorough review of customers interested in purchasing its
products, as well as the annual evaluation of existing customers, considering both qualitative and quantitative variables
and by establishing credit limits. The portfolio is based on the characteristics and conditions of customers, supported with
promissory notes when necessary.

In addition, no customer individual or with affiliated companies represent more than 10% of sales or account receivables for
the reported years in these consolidated financial statements.
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7. CASH AND CASH EQUIVALENTS

2021 2020
Cash and bank deposits S 823,414 S 778,491
Cash equivalents- investments in money market fund 2,590,021 1,830,689
$ 3,413,435 S 2,609,180

8. ACCOUNTS RECEIVABLE, NET
2021 2020
Accounts receivable S 4,888,144 S 3,271,856
Allowance for doubtful accounts (125,153) (127,628)
$ 4,762,991 S 3,144,228

The following is the movement in the evolution due to the loss of customers on December 31, 2021 and 2020, with the new

model of losses expected by the Company:

Loss Opening Ending

Secured Unsecured Default given balance Increases  Cancellations balance

2021 Accounts accounts accounts probability default Impairment inthe inthe Impairment
Customer groups receivable receivable receivable range range allowance allowance allowance allowance
Construction / Ceramic $4,796,021 $1,480,868  $3,315,153 02%-.05% 1.0 $ (107,161) S (40,975) S 35455 S (112,681)
Construction / Adhesives 711,011 258,982 452,029 .03%-.05% 1.0 (20,467) 7,995 (12,472)
Total S (127,628) S (40,975) S 43450 S (125153)
Loss Opening Ending

Secured Unsecured Default given balance Increases  Cancellations balance

2020 Accounts accounts accounts probability default Impairment inthe inthe Impairment
Customer groups receivable receivable receivable range range allowance allowance allowance allowance
Construction / Ceramic $3,061,950 $681,706  $2,380,244 02%-.05% 1.0 $  (70,704) S (38,165) S 1,708 S (107,161)
Construction / Adhesives 734,638 301,769 432,869 .03%-.05% 1.0 (23,086) (187) 2,806 (20,467)
Total S (93790) S (38352) S 4514 S (127,628)

The increase in the allowance for doubtful accounts were derived by an application consisting of the probability of default
on recurring sales to the Company’s customers. Moreover, with respect to cancellations, these were made by recovering the
amount previously considered uncollectible and, to a lesser extent, by considering some accounts receivable that are legally
irrecoverable. The Company has guaranteed its portfolio for $164,254 and $204,264 as of December 31, 2021 and 2020,

respectively.

9. INVENTORIES

2021 2020

Finished goods $ 1,896,306 $ 817,990
Work in process 195,259 132,126
Raw materials 859,290 645,561
Accessories and spare parts 402,444 284,894
$ 3,353,299 $ 1,880,571

The amount of the inventories consumed and recognized as part of cost of sales for the years ended December 31, 2021 and

2020, amounted to $7,955,490 and $6,445,647, respectively.

Inventories recognized as an expense for the years ended December 31, 2021 and 2020 include $(6,033) and $12,015,

respectively, for write-off of inventory to their net realizable value.
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2021 2020
Recoverable taxes S 13,862 S 61,506
Advance to suppliers 220,311 39,990
IVA recoverable - 53,031
Derivative financial instruments 24,661 -
Other 243,214 83,620
$ 502,048 $ 238,147
11. REAL ESTATE INVENTORIES
2021 2020
Real estate for sale S 20,856 S 20,856
Undeveloped land 77,346 93,689
$ 98,202 $ 114,545
12. PROPERTY, PLANT AND EQUIPMENT, NET
2021 2020
Land $ 1,449,417 $ 1,521,764
Building and constructions 4,565,352 4,535,292
Machinery and equipment 11,491,386 10,875,647
Furniture and equipment 105,573 82,640
Vehicles 13,153 7,545
Computers 212,529 205,658
Investment in process 503,681 95,256
18,341,091 17,323,802
Accumulated depreciation 8,808,896 8,642,660
$ 9,532,195 $ 8,681,142
Balances Balance
asof asof
December Translation Inflationary December
31,2020 Acquisition effect effect Additions Depreciation Disposals  Capitalization 31,2021
Investments:
Land® $1452882 & 78062 § (614220 S 3007 S 12391 $ 35503 $ 1,449,417
Buildings and constructions 4,546,376 210,461 (115,983) 30,582 8,594 115824 S 1,146 4,565,352
Machinery and equipment 10,932,928 667,713 (325,876) 196,947 76,654 263,027 208,554 11,493,893
Furniture and equipment 82,761 25,679 (7,124) 8,321 7,594 1,022 103,065
Transport equipment 8,268 1,856 (185) 1,051 6,268 7179 3,074 13,153
Computer equipment 205,331 9,739 (4,559) 5,282 15,163 29,142 10,715 212,529
Investments in process 95,255 135,025 (10,687) 10,313 504,823 6,537 (224,51) 503,681
Total investments 17,323,801 1,128,535 (525,836) 247,182 632,214 464,806 18,341,090
Depreciation:
Buildings and constructions 1,875,136 (39,496) 6,562 117,433 4,490 1,955,145
Machinery and equipment 6,507,501 (176,220) 19,694 481,955 240,887 6,592,043
Furniture and equipment 78,545 (5,271) 7,481 7336 73419
Transport equipment 4346 (141) 649 8,934 7213 6,575
Computer equipment 177,131 (2,208) 1,891 29,513 24,614 181,713
Total accumulated depreciation 8,642,659 (223,336) 28,796 645,316 284,540 8,808,895
Investments, net $ 8,681,142 $1,128535 & (30,5000 § 218386  § 632,214 S (645316) S 180,266 S $ 9,532,195
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Balances Balance

asof asof
December Translation Inflationary December
31,2019 Acquisition effect effect Additions Depreciation Disposals  Capitalization 31,2020

Investments:
Land $ 1,381,380 $ 79808 § (11,69) S 2177 S 1349 § -8 174§ 38§ 1,452,882
Buildings and constructions 4,391,478 122,384 (24,242) 23,478 20,594 246 12,930 4,546,376
Machinery and equipment 10,828,116 114,408 (114,202) 132,428 34,929 177,443 114,692 10,932,928
Furniture and equipment 80,247 1,743 543 1,632 2,169 765 82,761
Transport equipment 14,499 875 (982) 834 - 10,226 3,268 8,268
Computer equipment 180,577 1316 (1,268) 3,387 6,470 1813 16,662 205,331
Investments in process 118,452 2,696 (2,441) 2,013 132,736 9,846 (148,355) 95,255
Total investments 16,994,749 323,230 (154,288) 164,317 197,710 - 201,917 - 17,323,801

Depreciation:
Buildings and constructions 1,765,790 (2,246) 3,758 110,464 2,629 1,875,136
Machinery and equipment 6,357,248 (21,422) 10,489 334,555 173,369 6,507,501
Furniture and equipment 68,586 191 - 10,657 889 78,545
Transport equipment 13,997 (577) 689 (702) 9,061 4,346
Computer equipment 142,461 (458) 1,191 35,477 1,540 177,131
Total accumulated depreciation 8,348,082 (24,512) 16,127 - 490,451 187,488 - 8,642,659
Investments, net $ 8,646,667 $ 323230 S (129775) S 148190 S 197,710 S (490451) S 14,429 $ - $8,681,142

During the years ended December 31, 2021 and 2020, the Company had idle capacity of 5.08% and 16.23%, respectively. On
the other hand, the interest costs related to qualifying fixed assets as of December 31, 2021 and 2020 were not significant.

During the years ended December 31, 2021 and 2020, the Company impaired property, plant and equipment amounting to
$45,430 and $38,969, respectively, of assets that were removed from use.

(' See Note 2.3

13. INTANGIBLE ASSETS, NET

2021 2020
Unamortized intangible assets:

Brands $ 4,893,717 S 4,942,282
Goodwill 2,997,201 786,114
7,890,918 5,728,396

Amortized intangible assets 388,351 421,145
S 8,279,269 S 6,149,541

Total
Unamortized Amortized

Cost Brands Goodwill Intangibles Intangibles Total

Balances as of December 31, 2019 S 4,752,417 $ 690,153 $ 5442570 S 283,697 S 5,726,267
Reclassification 148,333 27,203 175,536 105,378 280,914
Acquisitions - 67,510 67,510 77,988 145,498
Conversion effect 41,532 1,248 42,780 - 42,780
Amortization - - - (45,918) (45,918)
Balances as of December 31, 2020 4,942,282 786,114 5,728,396 421,145 6,149,541
Acquisitions - 2,240,291 2,240,291 34,091 2,274,382
Conversion effect (48,565) (29,204) (77,769) - (77,769)
Amortization - . (66,885) (66,885)
Balances as of December 31, 2021 $ 4,893,717 $ 2,997,201 $ 7890918 $ 388,351 S 8,279,269

As of December 31,2021 and 2020, intangible assets with finite useful lives mainly refer to expenses of the Company related
to the implementation of an enterprise resource planning (ERP) system and mining concessions which began amortization in
the corresponding exercise that was put into operation.
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For purposes of impairment tests, the non-amortizable intangible asset of brands and goodwill was assigned to the Company’s
following cash generating units (CGU):

2021 2020
North America ceramic tiles $ 3,946,296 S 3,946,296
South America ceramic tiles:
Chile 524,054 599,252
Peru 47,347 50,604
Colombia San Lorenzo 482,485 496,289
Colombia Eurocerdmica 212,879 243,046
Argentina 209,769 165,111
Roca ceramic tiles: -
Spain 577,152 -
United States 942,431 -
Brazil 720,707 -
Adhesives 227,798 227,798
S 7,890,918 $ 5,728,396

The following factors are considered to assess the recoverable value of the CGU for impairment test purposes:

« Market share and expected price levels.
+ Size of the market where the CGU operates for estimation of recoverable value purposes.

» Behavior of primary costs of raw materials and input, and the necessary expenses to maintain fixed assets in conditions to
be used.

« Future cash flows discounted at present value based on 5-year financial projections and growth in perpetuity from the last
year, considering estimations as of the valuation date based on the budget approved by the administration, including the
latest known trends in the business and industry. The discount rate based on the weighted capital cost and the market
participants’ variables to be considered.

» Perpetuity growth rate estimated based on the inflation of the economy where the Company operates.

The discount and perpetuity growth rates used for the years ended December 31, 2021 and 2020 are as follows:

2021 2020

Discount rate

North America ceramic tiles 8.77% 10.7%

Adhesives 8.77% 10.7%

South America ceramic tiles:

Chile 7.91% 9.5%

Peru 7.6% 8.7%

Colombia San Lorenzo 8.93% 11.0%

Colombia Euroceramica 8.93%

Argentina 55.20% 44.0%
Perpetuity growth rate

North America ceramic tiles and Adhesives 3.0% 3.0%

South America ceramic tiles:

Chile 3.5% 3.5%

Peru 3.0% 3.0%

Colombia 3.0% 3.0%

Argentina 20.8% 20.8%



For the purposes of the calculation of the recoverable value of cash generating units, discount rates before taxes are used,
which are applied to cash flows before taxes. Additionally, the perpetuity growth rate reflects a growth approximately equal
to annual estimated inflation starting from the sixth year of cash flows.

Management concluded that there have been no impairment losses during the reporting periods as a result of the test
performed on intangibles with indefinite useful lives.

The Company’'s Management believes that any possible reasonable change in the factors to assess the recoverable value will
not cause the CGU value to exceed their recoverable value.

14. OTHER NON-CURRENT ASSETS

2021 2020
Recoverable taxes $ 35,683 $ 35,683
Other assets 123,145 56,188
Investments in shares 37,481 37,447
Account receivable selling part 49,144 47,978
Derivative financial instruments 106,735 16,305
Expenses to be amortized 86,617 33,076
$ 438,805 $ 226,677

15. OTHER CURRENT LIABILITIES
2021 2020
Contributions and taxes payable $ 199,958 $ 196,841
Freights payable 561,538 473,596
Energy payable 350,463 249,591
Statutory employee profit sharing (PTU) 244,213 105,255
Provisions 279,610 262,162
Dividends payable 105,400 87,815
Derivative financial instruments 2,055 55,035
Sundry creditors 852,935 400,049
Other accounts payable 365,193 186,456

$ 2,961,365 $ 2,016,800
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16. LONG-TERM DEBT
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a. According to established credit contracts, the bank debt as of December 31, 2021 and 2020 is composed as follows:

2021 2020

Syndicated bank loan denominated in US dollars and with a variable interest rate based

on the 3-month LIBOR rate. The maximum surcharge paid was 1.60% in 2021,

with principal maturities on different dates until 2026. $ 3,649,455 $ 3,590,766
Unsecured bank loan, denominated in US dollars and with a variable interest rate

based on the 3-month LIBOR rate plus a surcharge of 2.85% in 2020, with

principal maturities on different dates until 2029. ® - 1,368,980
Securitization certificates denominated in Mexican pesos and with a fixed interest

rate of 9.12% based on the M-10 Bond rate and with principal maturity in 2029. 2,000,000 2,000,000
Syndicated bank loan denominated in US dollars and with a variable interest rate

based on the 3-month LIBOR rate. The maximum surcharge paid was 1.85% in 2021,

with principal maturities at different dates until 2026. 4,116,760 -
Unsecured loan denominated in Brazilian reales and with a variable interest rate based

on the CDI plus a maximum surcharge of 2.5%, with maturities on different dates until 2023. 165,981 -
Unsecured revolving loan denominated in Euros with a variable rate based on the Euribor

rate plus a maximum surcharge of 0.35% and maturity in 2022. 30,944 -
Total bank debt 9,963,140 6,959,746
Costs incurred to issue and obtain debt (84,864) (46,594)
Total bank debt, net 9,878,276 6,913,152
Current portion (409,853) (218,238)
Long term debt $ 9,468,423 $ 6,694,914

M During 2021, the Company made payments on non-current bank debt in advance of its original maturity for an amount of

US $ 63 million. This credit was fully settled at the September 2021 close.

These loans are unsecured and are guaranteed by a group of Company subsidiaries, which represent approximately 70% of
total assets and consolidated EBITDA. EBITDA is defined as operating profit, plus depreciation, amortization and impairment

of long-lived assets.

Long-term debt maturities as of December 31, 2021 are as follows:

Year Principal Interest @
2023 $ 721,095 $ 329,379
2024 1,192,550 310,628
2025 2,089,992 281,769
2026 3,466,189 217,268
2027 - 184,427
2028 - 184,427
2029 1,998,597 184,427
$ 9,468,423 $ 1,692,325
@ Interest is determined based on variable and fixed rates at the end of the period.
TIEE, LIBOR interest rates were as follow:
TIE LIBOR
Year % %
2021 5.715 0.214
2020 4.484 0.238

b. Certain restrictions are included in some clauses of the long-term debt agreements of the Company as well as the obligation
to maintain certain financial ratios. Such restrictions have been met at December 31, 2021 and 2020.
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17. LEASES

Right-of-use assets, net

The Company leases certain fixed assets, including buildings, machinery, transportation equipment, and computer equipment.

The average term of the leases is 7 years.

a) The right-of-use recognized in the consolidated statement of financial position as of December 31, 2021 is integrated as follows:

Machinery

Transport Computer and
equipment Buildings equipment equipment Total
Initial balance as of January 1, 2020 $ 38,376 $ 55,944 $ 4,723 S 75361 S 174,404
Acquisition of Eurocerdmica 2,839 2,839
New contracts 24,871 45,628 371 163,513 234,383
Depreciation of the year (33,052) (27,207) (584) (36,593) (97,436)
Balance as of December 31, 2020 30,195 77,204 4,510 202,281 314,190
Acquisition of Roca 2,616 417,311 608 420,535
New contracts 21,241 136,004 788 47,373 205,406
Depreciation of the year (13,376) (58,213) (3,796) (64,745) (140,130)
Final balance as of December 31, 2021 $ 40,676 $ 572,306 $ 1,502 S 185,517  $ 800,001

b) Amounts recognized in the condensed consolidated statement of income for the year ended December 31,2021 and 2020:

2021 2020
Low value lease rent expense $ 14,217 $ 2,057
Short-term lease rent expense $ 50,248 $ 28,215
Lease liabilities

December 31,

2021 2020
Current lease liability $ 167,849 $ 100,882
Non-current lease liability $ 678,698 $ 205,015

As of December 31,2021 and 2020, the changes in the lease liability that derive from financing activities according to the cash

flow are integrated as follows:

2021 2020
Initial balance $ 305,897 $ 180,341
Interest expense on lease liabilities 18,806 16,857
(-) Lease payments (135,769) (128,615)
Acquisition of Euroceramica - 2,931
Acquisition of Roca 452,207 -
New contracts 205,406 234,383
Final balance $ 846,547 $ 305,897
Total future minimum lease payments, which includes unearned interest, are analyzed as follows:
December 31,
2021 2020
- Less than 1 year $ 174,676 $ 107,627
- More than 1 year 762,248 223,072
Total $ 936,924 $ 330,699




18. EMPLOYEE BENEFITS
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a) The main assumptions used for actuarial calculations of defined benefit plans:
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2021 2020
Discount of projected benefit obligation at present value 8.00% 7.25%
Salary increase 5.50% 5.50%

The determination of the discount rate of employee benefit obligations of the Company is based on the annual estimated
cash flows, which are determined with zero coupon government M bonds for a period of twenty years, assuming an average
working life of its employees.

b) The effects recognized in the consolidated statements of other comprehensive income for 2021 and 2020 are as follows:

Net income
Other
Net interest comprehensive
Current defined benefit items Actuarial
2021 service cost liability ~ remeasurements
Pension and retirement plans $ 14,117 $ 16,884 S 3,044
Seniority premium 20,859 19,457 (4,933)
Total $ 34,976 $ 36,341 $ (1,889)
Net income
Other
Net interest comprehensive
Current defined benefit items Actuarial
2020 service cost liability ~ remeasurements
Pension and retirement plans S 10,850 §$ 14,498 S 15,415
Seniority premium 13,600 15,791 9,463
Total $ 24,450 $ 30,289 S 24,878

For the years ended in December 31, 2021 and 2020, $34,976 and $24,450 of costs for services, respectively, have been
included in the consolidated statements of OCI as part of cost of sales and operating expenses. The remeasurement of the
liability for defined benefits recognized in other comprehensive income items is as follows:

2021 2020

Amount accumulated in OCl items at the beginning of the period, net of taxes S 160,130 135,252
Actuarial remeasurements (2,699) 35,540
Tax effect 810 (10,662)
Amount accumulated in OCl income items at the end of the period, net of taxes S 158,241 160,130

¢) Changes in the defined benefit obligation for pension and retirement plan and seniority premium plan:

Pension and retirement plan 2021 2020

Opening balance S 309,430 280,656
Service cost 14,117 10,850
Interest cost 16,884 14,498
Actuarial losses 4,349 22,021
Benefits paid (25,340) (18,595)
Ending balance S 319,440 309,430
Seniority Premium 2021 2020

Opening balance S 257,658 222,219
Service cost 20,859 13,600
Interest cost 19,457 15,791
Actuarial losses (7,048) 13,519
Benefits paid (14,996) (7,471)
Ending balance $ 275,930 $ 257,658
Total liability for defined benefits S 595,370 $ 567,088

The average of the benefit obligation at December 31, 2021 and 2020 is 8.10 and 7.18 years, respectively.
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19. STOCKHOLDERS' EQUITY

a) The minimum fixed capital stock, without the right to withdrawal, is composed by ordinary, nominative shares, without
the expression of nominal value and the variable capital by ordinary, nominative shares, without the expression of nominal
value. All shares are freely subscribed.

2021 2020

Number of shares
Minimum fixed capital stock 360,000,000 360,000,000
Variable capital 25,843,423 25,843,423
385,843,423 385,843,423

b) According to the current stock market regulations in effect and the Company’s by-laws, each year the Annual Ordinary
Stockholders’ Meeting of Grupo Lamosa, S.A.B. de C.V. approves the maximum amount of resources that the Company can
allocate to the acquisition of shares of its capital stock. The maximum amount of resources approved for 2021 and 2020 at
the Annual Stockholders’ Meetings held on March 10, 2021 and March 11, 2020 amounted to $2,000 million Mexican pesos
for 2021 and $2,000 million Mexican pesos for 2020. In relation to the years ended December 31, 2021 and 2020 the Company
carried out operations with shares of its capital stock balance, corresponding to the Purchase of treasury stock of 27,911,125
and 16,316,416 representative shares of its capital stock, respectively.

c) At the general stockholders’ meetings held on March 10, 2021, dividends were declared for $333,470 from the net tax
income account (CUFIN), equivalent $0.91 Mexican pesos per share.

d) At the general stockholders’ meetings held on March 11, 2020, dividends were declared for $310,318, from the net tax
income account (CUFIN), equivalent $0.83 Mexican pesos per share.

e) Retained earnings include the statutory legal reserve. The General Corporate Law requires that at least 5% of net income
of the year be transferred to the legal reserve until the reserve equals 20% of capital stock at par value (historical pesos).
The legal reserve may be capitalized but may not be distributed unless the Company is dissolved. The legal reserve must be
replenished if it is reduced for any reason. At December 31, 2021 and 2020, the legal reserve, in historical pesos, was $480.

f) Stockholders’ equity, except restated paid-in capital and tax-retained earnings, will be subject to income tax payable by
the Company at the rate in effect upon distribution. Any tax paid on such distribution may be credited against annual and
estimated income tax payable of the year in which the tax on the dividend is paid and the two fiscal years following such
payment against the tax of the year and the provisional payments.

g) The balances of the stockholders’ equity tax accounts are:

2021 2020
Contributed capital account S 466,325 S 448,081
Net tax income account (CUFIN) 32,966,630 28,555,430
Total $ 33,432,955 S 29,003,511

h) Items of other comprehensive income consist of the following:

Derivative financial instruments valuation

The effective portion of the gains or losses arising from the measurement of financial instruments designated as cash-flows
accounting hedges, net of income taxes, is recognized in other comprehensive income.

Actuarial remeasurements of defined benefit obligations

Actuarial remeasurements are recognized as other components of comprehensive income. During the period, the actuarial
remeasurements corresponded solely to variations in actuarial assumptions for both the labor liability and the plan assets and
are presented net of income taxes.
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Effects of foreign currency translation

This reserve is generated by converting the financial statements from functional to reporting currency of the foreign
subsidiaries. This effect is not subject to deferred taxes calculation since the Company controls the time of the temporary
difference reversal and it is not probable that such temporary difference will be reversed in the foreseeable future. During
the period, there were no other movements that affect the accumulated balance of this reserve.

i) Capital Management -For capital Management purposes, the Company considers, in addition to stockholders’ equity and the
items thereof, all the financing sources both internal and external, including liabilities with costs resulting from contracting
short-term and long-term debt. Similarly, investment in working capital is considered by including items such as customers,
inventories and suppliers, as well as cash and cash equivalents.

The Company is subject to obligations arising from the contracting of some loans given the refinancing of the total debt that
was carried out during the second half of 2019. The main obligations contained in such agreements include the following
financial covenants '

a) Bank loan denominated in US dollars (“Club-Deal”):

« Consolidated Interest Coverage Ratio (EBITDA? / Financial Expenses) Greater than or equal to 3.0.

« Consolidated Leverage Ratio (Net Debt / EBITDA) Less than or equal to 3.5.

To calculate these ratios, the amounts are converted into US dollars using the average exchange rate for the corresponding period.
' According to the contracts, financial covenants are determined using figures from the financial statements under IFRS.

2 EBITDA is defined as the operating income added to depreciation and amortization and other items such as statutory
employee profit sharing, doubtful accounts estimate, inventory write-downs, employee obligations, and impairment for
long-lived assets.

During 2021 and 2020, the Company carried out the Management of its capital by observing those requirements, fully
complying with all its financial commitments and showing ratios with better performance to those previously described.

The Company is not subject to financial obligations derived from the issuance of stock certificates (CEBURES).

Below are some of the major items that are considered for the Management of the Company’s capital as of December 31,
2021; a prior year comparison is presented below.

2021 2020

Total debt S 10,724,823 S 7,219,049
Cash and cash equivalents 3,413,435 2,609,180
Net debt 7,311,388 4,609,869
Stockholders’ equity 13,358,197 11,154,053
Leverage measured as net debt to stockholders’ equity 0.55 0.41

Total debt main items:

Secured loan S 9,963,140 $ 6,959,746
Lease liability 846,547 305,897

Debt issuance costs (84,864) (46,594)
Total debt S 10,724,823 S 7,219,049

The generation of operating cash flows helped the Company meet its debt maturities scheduled for the year.
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20. OPERATING EXPENSES

2021 2020
Selling $ 4,436,114 $ 3,165,332
Administration 1,648,294 1,473,900
Total $ 6,084,408 S 4,639,232

21. CONTINGENCIES AND COMMITMENTS

a. The Company’s assets are not subject to any pending legal proceeding for which a contingency might arise, except for some
ordinary or incidental litigation against which the Company is duly insured or the amounts of them are unimportant.

b. Following the labor reform, on April 23, 2021, the Federal Official Gazette (DOF) published a Labor Outsourcing Decree
to reform, that adds and rescind different provisions of the Federal Labor Law (LFT); Social Security Law (LSS); Law on the
National Workers’ Housing Fund (LINFONAVIT); Federal Tax Code (CFF); Income Tax Law (LISR) and Value Added Tax Law
(LIVA), among others. The temporary articles of the Decree published in the DOF on July 31, 2021 were amended to allow
this reform to become effective as of September 1. As a result of the labor reform, the Company has performed a series of
mergers among its subsidiaries, as detailed in Note 3h.

22. INCOME TAXES

a. The Company is subject to ISR, with a tax rate of 30% in Mexico for 2021 and 2020, and 20% in the northern border strip, 31%
in Colombia and 15% in duty free zones, 29.5% in Peru and 27% in Chile. For the United States, the applicable rate is 21%, 34%
in Brazil and 25% in Spain. For Argentina, the applicable rate as of December 31, 2021 and 2020 is 35% and 25% respectively.

b. The Company incurred income taxes on a consolidated basis up to 2013 with its Mexican subsidiaries. As a result of the 2014
tax reform, the tax consolidation regime was eliminated, and the Company and its subsidiaries have the obligation to pay the
deferred income tax determined as of that date during the subsequent five years beginning in 2014, as illustrated below,
except for the income tax losses related to the sale of shares, which will be paid over a ten year period.

At the same time that the 2014 Mexican Law repealed the fiscal consolidation regime, an option was established to calculate
the income tax jointly in groups of companies (tax integration regime). The new regime allows for the case of integrated
companies owned directly or indirectly by more than 80% by an integrating company, to have certain benefits in the tax
payments (when within the group of companies there are entities with profits or losses in the same year), which may be
deferred for three years and be up-to-date, on the date on which the declaration corresponding to the fiscal year following
the one in which the aforementioned period ends is to be filed.

The Company and its subsidiaries decided to adhere to this new regime, and therefore they have determined the income tax
incurred in 2014 as described previously.

Reconciliation of income tax assets and liabilities balances as of December 31, 2021, and 2020, are as follows:

ISR
liabilities
Item: 2021 2020
Recognition of:
Income tax S 638,917 $ 321,475
Liabilities from losses on sale of shares 342,657 539,815
Liabilities from tax integration regime 20,581 46,308
Balance S 1,002,155 $ 907,598
The ISR liability relating to the tax consolidation and tax integration regime expires in the following years:
ISR
Year liabilities
2022 $ 854,097
2023 148,058
$ 1,002,155
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. Income taxes for 2021 and 2020 consist of the following:

2021 2020

Current income tax $ 1,973,304 S 1,179,127
Deferred income tax 314,080 (225,308)
Total S 2,287,384 $ 953,819

d. The reconciliation of the statutory and effective income tax rates, expressed as a percentage of income before income
taxesin 2021 and 2020 is:

2021 2020

%
Effective rate 40 36.4
Effect of inflation (2.6) 0.1
Nondeductible (4.5) 4.7)
Others (2.9) (1.8)
Statutory rate 30.0 30.0

Other comprehensive income (OCI) amounts and items and deferred taxes affected during the period are:

Amount Amount
before Income net of
income taxes income

taxes in OCl taxes

As of December 31, 2021:
Derivative financial instruments $ 241970 S (72,591) S 169,379
Remeasurement of defined benefits obligation 2,699 (810) 1,889
Cumulative translation adjustment (543,388) - (543,388)
S (298,719) S (73,401) $  (372,120)

As of December 31, 2020:
Derivative financial instruments $ (35,029) S 10,509 S (24,520)
Remeasurement of defined benefits obligation (35,540) 10,662 (24,878)
Cumulative translation adjustment 57,374 - 57,374
$ (13,195) % 21,171 ¢ 7,976

e. The main items that give rise to a deferred income tax balance, as of December 31, are:

2021 2020
Deferred income tax asset:
Allowance for doubtful accounts $ 29,858 $ 21,031
Provisions 404,488 278,024
Employee benefits 88,350 118,720
Tax loss carryforwards 929,959 819,511
Financial instruments - 36,895
Interest to be deducted 221,551 329,558
Other - 68,008
Total 1,674,206 1,671,747
Deferred income tax liability:
Inventories (8,013) (21,590)
Real estate inventories (12,345) 4,308
Property, plant and equipment (230,182) (267,523)
Intangible assets (138,343) (98,191)
Financial instruments (75,867) -
Commissions paid for debt restructuring (20,158) (13,979)
Others (57,590) -
Total (542,498) (396,975)

Deferred income tax asset, net $ 1,131,708 S 1,274,772




86

Items that vary deductible temporary differences 2021 2020

Provisions - S 3,915
Tax loss carryforward benefits S 7,885 29,039
Total 7,885 32,954

Items that generate taxable temporary differences

Property, plant and equipment (283,885) (272,488)
Brands - (48,576)
Others (116,492) 9,932
Total (400,337) (311,132)
Deferred income tax liability, net $ (408,222) S (344,086)

The benefits of restated tax loss carryforwards for which the deferred income tax asset has been recognized, can be recovered
subject to certain conditions. Expiration dates and restated amounts as of December 31, 2021 are:

Year Amount
2022 $ 49,405
2026 347,940
2027 618,090
2028 1,052,182
2029 341,953
2030 and more. 996,735
$ 3,406,305

23. RELATED PARTY BALANCES AND TRANSACTIONS

a. The transactions with related parties as of December 31, 2021 and 2020 were as follows:

2021 2020
Sales of finished goods S 19,061 S 14,081
Lease income 8,032 7,786
Otherincome, net 4,674 3,011

b. For the years ended December 31,2021 and 2020, the direct short-term benefits granted to the key management personnel
of the Company for $133,255 and $117,444 , respectively.

24. LONG-TERM PROVISIONS

Long-term provisions shown in the Company’s financial position mainly represent legal affairs with third parties and authorities
to the detriment of one of the subsidiaries in Argentina, which will probably give rise to outflow of economic resources, which
are not expected to be realized in the following twelve months. Once these issues are entirely solved, the Company will be
indemnified by the seller under the share purchase-sale agreement for the shares of Cerdmica San Lorenzo and Cordillera.
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25. INFORMATION BY OPERATING SEGMENTS

Information reported to the chief operating decision maker for the purposes of resource allocation and assessment of
segment performance focuses on types of goods provided. These segments are managed separately; each requires its own
system of production, technology, and marketing and distribution strategies. Each market serves to different customer bases.

Transactions between segments are determined based on comparable prices to those that would be used with or between
independent parties in comparable transactions.

The accounting, administrative and operating policies are the same as those described by the Company, which evaluates
the performance of its segments based on operating income. Sales and transfers between segments are recorded in each
segment as if they were made to third parties; i.e. at market prices.

The Company’s main products by segment are as follows:

Segment: Main products:
Ceramic Floor tiles, Wall tiles
Adhesive Adhesives for floors and walls

The Company’s segments to be reported pursuant to IFRS 8, Operating Segments, are as follows:

Corporate
December 31, 2021: Ceramic Adhesive and other Consolidated
Total net sales $ 21,610,043 $ 5576714 S 3,214,158 S 30,400,915
Intersegment sales - - (3,214,158) (3,214,158)
Net sales to third parties 21,610,043 5,576,714 - 27,186,757
Operating income (loss) 5,230,318 1,334,627 (129,113) 6,435,832
Depreciation and amortization 704,783 66,841 80,707 852,331
Other expenses (income) without flow use 158,101 24,206 22,502 204,809
Acquisition of property, plant and equipment and intangible assets 568,397 62,488 3,948 634,833
Total assets 23,961,146 1,611,442 6,739,365 32,311,953
Total liabilities 7,561,799 1,180,558 10,211,399 18,953,756
Corporate
December 31, 2020: Ceramic Adhesive and other Consolidated
Total net sales $ 14,719,824 $ 4,753,618 $ 3,770,200  § 23,243,642
Intersegment sales - - (3,770,200) (3,770,200)
Net sales to third parties 14,719,824 4,753,618 - 19,473,442
Operating income (loss) 2,551,866 1,181,494 (183,895) 3,549,465
Depreciation and amortization 515,061 70,876 52,589 638,526
Other (income) expenses without flow use 26,512 (627) 162,029 187,914
Acquisition of property, plant and equipment and intangible assets 217,440 42,523 83,245 343,208
Total assets 15,612,254 1,577,224 7,443,515 24,632,993
Total liabilities 4,124,648 952,648 8,083,486 13,160,782
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Information by geographic region

The information of the Company by geographic region is presented below:

Revenues from third parties

Non-current assets

2021 2020 2021 2020
North America $ 18,955,312 $ 15,052,078 15,615,912 S 12,868,248
Central America 249,403 191,454 23,744 6,319
South America 7,613,836 4,229,910 4,115,043 3,886,300
Europe 368,206 - 525,481 -

$ 27,186,757 $ 19,473,442

20,280,180 $ 16,760,867

26. SUBSEQUENT EVENTS

On January 4, 2022, the Company concluded the transaction to acquire 100% of shares from the common stock of Empresas
Ruibal, S.A. de C.V. which holds 100% of the shares of FANOSA Company. This transaction was performed in Mexican pesos for

an amount equivalent to $93 million US dollars.

27. AUTHORIZATION OF FINANCIAL STATEMENTS

On January 31, 2022, the issuance of the consolidated financial statements was authorized by Federico Toussaint Elosua,
Chief Executive Officer, and Jorge Antonio Touché Zambrano, Chief Financial Officer. These consolidated financial statements
are subject to the approval of the ordinary stockholders’ meeting, where they may be modified, based on the provisions set

forth by the General Corporate Law.
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